Chapter X

Close-Out Monitoring

I. 
Overview 
Monitoring is the primary tool used to ensure that State Recipients comply with the HOME requirements.  In the HOME Program, close-out monitoring is designed to review the overall performance and adherence to program requirements, and to provide technical assistance.

 The principal HOME requirements are that HOME funds be used to provide housing and housing-related services for eligible low and very low-income residents; that any housing assisted with HOME funds meets quality standards and are decent, safe, and sanitary; and that the housing opportunities created with HOME funds be available and affordable for a specific period of time.

II.  
Preparation for On-Site Monitoring
· Assemble all files and information in one place.
· Provide adequate space for monitoring team to review files. 

· Have knowledgeable staff available for consultation.

· Make appointments for site visits.

III.  
On-Site Monitoring Process
There are several basic steps involved in the monitoring process.  These steps include the following.
1.  A HOME Representative will call to schedule the monitoring.

2.  A pre-monitoring letter to confirm the monitoring dates will be sent at least two weeks prior to arrival.   The letter will detail the contract number, the activity, the HOME Representative who will conduct the interview, and a listing of the areas to be reviewed and documented on checklists.  A copy of the monitoring checklists will be included with the pre-monitoring letter.

IV.   Compliance Review
Items to be reviewed include the following:

· Examination of administrative and individual project files based on the specific activity as listed below
· Verification that the program was administered in accordance with program guidelines and procedures 
· First-Time Home Buyer Acquisition/ Rehabilitation or New Construction

· Owner Occupied Rehabilitation,

· Rental Rehabilitation/Acquisition or New Construction, and 

· Tenant Based Rental Assistance

· Determining whether Standard Agreement provisions and conditions have been met, including match, leverage, and other special conditions;

· Verifying the eligibility of project costs, including a review of both activity costs and administrative costs (staff timesheets will be examined);  

· Verifying compliance with the 203 (b) Single-family Maximum Purchase Price/ After Rehab Value Limits, and the 221(d) (3) HOME subsidy limits;  

· Determining whether the project is in compliance with State & local codes and Property Standards (24 CFR 92.251);

·  Verifying compliance with resale or recapture requirements for homebuyer programs, (reviewing provisions in written agreement & deed restrictions);

· Verifying whether the contractor is correctly calculating income to determine if households are low-income or very low-income as required by the HOME program;

· Examining the required subsidy layering analysis to verify that State Recipients and CHDOs have not invested more HOME funds than is necessary to provide affordable housing;

Verifying compliance with the following requirements: 

· Fair Housing, Equal Opportunity, and Affirmative Marketing,  
· Environmental Review

· Flood Insurance  (if applicable)
· Income Eligibility

· Income Verification

· Labor Standards  (if applicable)

· Lead-based Paint  (if applicable)

· Match Verification

· Procurement

· Program Income Verification

· Relocation  (if applicable)
· Security Documents
3.
The HOME Representative will conduct an entrance interview to ensure that staff have a clear understanding of the purpose, scope and schedule for the monitoring.
4.
The HOME Representative will keep a detailed record of information reviewed and conversations held with staff during the monitoring visit.  The information will be documented on checklists based on HOME Program requirements for each type of program or project.  The information gathered will serve as a basis for conclusions to be included in the monitoring summary report and attached letter.

5.
At the conclusion of the monitoring, the HOME Representative will meet again with key staff persons to:

· Present preliminary results of the monitoring,

· Provide an opportunity to correct any misconceptions or misunderstandings,

· Secure additional information to clarify or support their position, and

· If applicable, provide an opportunity to report on steps the organization may already be taking to address areas of noncompliance or nonperformance.
6.
Within 45 days of the monitoring visit, the HOME monitoring staff will send a summary letter containing formal notification of the results of the monitoring. The letter will detail any required corrective actions, set deadlines for a written response, and specify any findings and concerns as defined below:
· A “finding” is a deficiency in program or project performance due to a statutory or regulatory requirement that was not met.  

· A “concern” relates to an aspect of program or project performance that should be improved before it leads to a finding.


The summary letter will also list resources for technical assistance when 
appropriate.  By offering technical assistance and suggested best practices, 
HOME staff will help State Recipients and CHDOs develop and implement 
methods to improve organizational and project performance.
A written response must be submitted to HOME within 45 days of the date of the HOME monitoring letter.
7. Once all the corrective actions have been completed, HOME monitoring staff will send a letter stating that the monitoring “findings” and “concerns” have been adequately addressed, and the project file is closed.
V.
Common Monitoring Problems/Concerns 

· Income documentation is incomplete.  Income from assets is often not considered, and bank statements are generally not included in the files.
· State Recipient is unable to provide documentation of its policies and procedures for the administration of Program Income, including evidence of the separate tracking of Program Income (no commingling of funds).

· State Recipient used outdated HOME forms.  State Recipients are encouraged to use the most current forms provided in the latest Contract Management Manual. 
· Truth-in-lending statements are not provided for HOME loans.
· There is no “Seller’s Certification of Vacancy” statement to certify whether the property is owner-occupied, tenant occupied, or vacant for the required period. (Now 90 days, or less with HOME Management approval; see Real Property Acquisition chapter of this manual.)

· There is no form “Disclosure to Seller with Voluntary Arm’s Length Purchase Offer” in the file; (see Real Property Acquisition chapter of this manual).

· Written Procurement Policies do not have a statement regarding Conflict of Interest and Standards of Conduct or Ethics for employees responsible for procurement, nor is there a written policy on sanctions for violations of those standards; (see Procurement chapter).

· There are no certifications in the file that all construction contractors and subcontractors are properly licensed and in good standing with the California State Contractor’s License Board, and not on the Federal Debarred list; (see Procurement chapter).

· Contract information is not included in files when individual homeowners contract directly with building contractors.
· Files do not contain information regarding how the after-rehabilitation value of a project was determined, (see Chapter I, Appendix I-J-1).

· For projects with 5 or more HOME-assisted units, the Affirmative Marketing file does not contain copies of project’s annual analysis of community demographic data compared to project occupancy, ( see EO Housing, Chapter XII). 
· Files do not contain any evidence of efforts to solicit information from the disabled community regarding the whether Section 504 requirements are being met, ( see EO Housing, Chapter XII).
VI. 
Additional Resources
Asset Management: Strategies for the Successful Operation of Affordable Rental Housing    HUD-2018-CPD May 2000

Technical Guide for Determining Income and Allowances for the HOME Program   

HUD-1780-CPD January 2005 – for Part 5 (Section 8) method

“Disclosure of Information on Lead-Based Paint and/or Lead-Based Paint Hazards”

http://www:epa.gov/opptintr/lead/lesr_eng.pdf
“Protect Your Family from Lead in Your Home”

http://www.epa.gov/lead/leadpdfe.pdf
HUD Handbook 4350.3 “Occupancy Requirements of Subsidized Multifamily Housing Programs”
This handbook applies to many of HUD’s multifamily housing programs including Section 8 and Section 236.  

Access the handbook through HUDCLIPS: www.hudclips.org/cgi/index.cgi to print:


Chapter 2
Civil Rights and Non-Discrimination Requirements


Chapter 3
Eligibility for Assistance and Occupancy


Chapter 4
Waiting List and Tenant Selection


Chapter 5
Determining Income and Calculating Rent


Chapter 6
Lease Requirements and Leasing Activities


Chapter 7
Recertification, Unit Transfers and Gross Rent Changes

The HOME Program does not require the use of this handbook, but many will find the information in it helpful in understanding and clarifying the Part 5 income rules and requirements.  The handbook is updated whenever changes are made to the regulations. 

VII.
Future Monitoring

HOME Program staff will continue to monitor rental projects during the period of 
affordability.  HOME has expanded its Long Term Monitoring processes to 
include field visits and office reviews of each rental project.


For more information about “Long-Term Monitoring,” please refer to Chapter 
XI.
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