M.   Consultant/Partnership Training Agreement Manual
The Georgia Department of Community Affairs (DCA) has a responsibility to ensure that the funds allocated to its funding recipients will be efficiently used to create well-constructed, well-managed affordable housing.  Some Applicants do not yet possess the necessary owner and/or developer experience to own, develop, rent up, and provide management oversight of affordable housing projects without additional technical assistance. In this case, the Plan devises a way for inexperienced Applicants to meet DCA experience requirements by engaging the services of an experienced consultant or partnering with an experienced entity that meets the Owner and/or Developer experience requirements.  The key to this interim strategy of developing Owner and/or Developer experience for these Applicants is the requirement that intensive training take place during the term of the Consultant/Partnership agreement.  The ultimate goal is to have a financially sound Applicant that can initiate, own, develop, and oversee management of future projects independently.

The inexperienced Applicant must materially participate in the decision making regarding the project notwithstanding the involvement of the Consultant/Partner. The Consultant/Partner’s role is to assist the inexperienced Applicant in acquiring the necessary expertise to continue owning and developing projects in the future by systemically training the inexperienced Applicant in those areas of the ownership and/or development process in which the Applicant lacks experience. Therefore, all communication between DCA and the ownership entity throughout the project development process must include the inexperienced Applicant.

Consultant/Partnership Agreement

The Consultant/Partnership Agreement between the inexperienced Applicant and the experienced Consultant/Partner must meet the requirements of the Plan.  Specifically, the Consultant/Partnership Agreement must have as an exhibit a training plan that:

1. Details the training services the Consultant/Partner will provide;

2. Specifies that the training services will be provided through construction, lease-up, and permanent loan conversion; and,

3. Includes a timetable for each activity’s completion, milestones, and deliverable work products.

The training plan will be approved by DCA at its sole and absolute discretion. Beginning with the 2004 round of funding through the Qualified Allocation Plan, DCA will monitor completion of the training plan included in these Agreements to ensure that the inexperienced Applicant is receiving the services agreed to in the Consultant/Partnership Agreement approved by DCA. While the inexperienced Applicant is solely responsible for ensuring that the services for which it has contracted are delivered by the Consultant/Partner, DCA reserves the right to prohibit future participation in DCA funding rounds of Consultant/Partners and/or inexperienced Applicants that DCA determines, at its sole and absolute discretion, are not providing/receiving the services agreed to in the Consultant/Partnership Agreement.  DCA also reserves the right to determine that an inexperienced Applicant has not materially participate in the project.  Therefore, the project may not be used to meet experience requirements for the inexperienced entity in future rounds.

The Consultant/Partner and the inexperienced Applicant must retain evidence that each task and milestone of the Training Plan has been completed based on the terms of the Consultant/Partnership Agreement.  In addition, where involvement of a not-for-profit’s board is required, copies of minutes from the appropriate meeting of the board should be retained by the Consultant/Partner.   

Training Plan

In developing the training plan exhibit to the Consultant/Partnership Agreement, the inexperienced Applicant and the Consultant/Partner must develop a division of responsibilities at each stage of the development process: site identification, site evaluation, preliminary economic feasibility analysis, site control, development team selection and feasibility studies, financing identification and application, final design and underwriting, financing closing, construction, and lease-up. Tasks, milestones, and work products for each stage of the development process must be identified, along with timetables for completion. Training must directly involve the staff of the inexperienced Applicant and, if the inexperienced Applicant is a not-for-profit, their board of directors as appropriate.

With an inexperienced not-for-profit Applicant, an emphasis throughout the training plan must be the close coordination between the inexperienced Applicant and its board throughout the predevelopment and development of the project.  The board is responsible for making all policy decisions and authorizing the project to move forward at each stage of the process. The not-for-profit staff is responsible for warranting that the information, understandings, and the decisions reached are understood by and have the support of the board. Therefore, this emphasis on staff/board coordination is essential for efficient not-for-profit administrative functioning.

Following are the stages of the development process with sample objectives, tasks, milestones, and the division of responsibilities between the inexperienced Applicant and the Consultant/Partner in accomplishing each stage. This is an example of a division of responsibilities for illustration purposes only. The Consultant/Partner and the inexperienced Applicant will divide time and responsibilities between each of the stages depending on the complexity of the proposed project and the expertise each brings to the project.  

Appendix A contains a matrix that may be used as a scope of services or Appendix to a Consultant/Partnership agreement.

1. Site/Building Identification 

The site search may be guided by the desire to serve a particular client population, implement a neighborhood redevelopment strategy, or to meet the community’s affordable housing need.  The site search can be accomplished by driving around the community to identify available potential sites (windshield survey), or through contact with community leaders, local public agencies or financial institutions, or local Realtors.

Objective: To familiarize the inexperienced Applicant with the various ways to identify possible development opportunities.

Tasks: Consultant/Partner and inexperienced Applicant jointly conduct several of the tactics above to identify potential sites concentrating on developing contacts with local players (Realtors, bankers, public officials).

Milestone(s): A report that lists potential sites and the process used to identify them.

2.
Site Evaluation

Once identified, a site(s) should be evaluated to determine if it is suitable for development.  Is the site suitable for the client group, and acceptable to the funding agency and to the community?  In answering these questions, the following factors must be evaluated:

· Environmental factors: flood plain, suitable soil, slope, drainage, noise, odors, pollution, visual blight. 

· Government infrastructure: water, sewer, electricity, roads, proper zoning.

· Services: public transportation, schools, shopping, health facilities, jobs, recreation, etc. 

· Character of neighborhood: scale of buildings, architectural style, density, and commercial/industrial/residential zone mix.

· Appropriateness to client population: meets the needs of families, seniors,  mixed income, or individuals with disabilities or other special needs. 

· Price: can the land be donated, does the bank hold it for liquidation, is it in a redevelopment zone, can a portion be developed commercially or subdivided and sold.

Objective: To systemically review possible sites and focus in on one that will be most promising.

Task: Consultant/Partner and inexperienced Applicant jointly evaluate site options that best fit with strategic mission of the inexperienced Applicant.

Milestone(s): A report in a matrix format that assigns values to the factors above, as well as additional factors as needed, leading to the identification of a preferred site.

3.
Preliminary Economic Feasibility Analysis 

A properly designed economic feasibility analysis will provide the cost and income parameters of the project, and will identify the ideal cost/income balance.  There are several components of a preliminary feasibility analysis: 

A. Development Budget: 

Predevelopment, Acquisition, Site Improvements, Construction, Construction Financing, Contractor Services, Professional Services, Local Government Fees, Financing Fees, Equity Costs, Developer’s Fees, and Reserves.

B.
Project Income:

Number of units multiplied by net rent (adjusted for utilities).  See the Application and Application Manual for the appropriate rent limits.

C. Operating Expenses Budget:

· Management (day-to-day financial administration, supervision of maintenance and repairs, advertising); 

· Maintenance (costs involved in keeping the property and grounds in good condition, repairing and replacing structures and systems, and maintaining insurance); and, 

· Operations (utilities, wages and payroll taxes, taxes, and insurance).  

See the Policy Guide for operating cost requirements.

D.
Proforma Cash Flow:

Projecting income and operating expenses for the length of the loan (adjusting for annual increases), and debt service (amount of money that is required on a monthly basis to debt borrowed to finance all of the costs prior to and including construction less any equity contribution) with a minimum debt coverage ratio of 1.10 for each year.  See the Policy Guide for trending, debt coverage ratio requirements.

If the inexperienced Applicant is a not-for-profit, its board should be clearly informed and approve of any financial commitments involved in moving the project forward.  Consultant/Partner fees will most likely be tied to moving the project along that may or may not be in the best interest of the inexperienced Applicant.  The board must decide with the assistance of its own staff.

In addition, the board should also review and approve any impact the project will have on the not-for-profit’s capacity to continue existing programs.  Specifically, does staff have the time and resources to carry out the responsibilities this project will impose on the organization?  Are the financial and organizational controls in place to manage existing programs as well as any additional burdens the project will create?  The board should approve an amended internal budget, recognizing the impact the project will have on the not-for-profit organization.

Objective: To prepare the preferred site’s initial feasibility analysis that provides information sufficient to make a decision on the projects merits.

Task: Consultant/Partner and inexperienced Applicant jointly prepare a preliminary economic feasibility analysis detailing each element (Development Budget, Project Income, Operating Expenses, & Proforma) and, if the inexperienced Applicant is a not-for-profit, its effect on the organization’s mission and other programs.

Milestone(s): If the inexperienced Applicant is a not-for-profit, a report to not-for-profit’s board of directors that explains the initial selection of potential sites, the process used to identify them, the process used to narrow the search to the most promising, and a detailed review of the Preliminary Economic Feasibility Analysis. The inexperienced Applicant’s staff should present the document to the board.  The board of directors should decide, based upon the report, to move the project forward or to seek other alternatives.

If the inexperienced Applicant is a for-profit organization, a summary report prepared by the Consultant/Partner that explains the initial selection of potential sites, the process used to identify them, the process used to narrow the search to the most promising, and detailed review of the Preliminary Economic Feasibility Analysis. Based on the summary of the sites analyzed, the inexperienced Applicant should make a decision to move the project forward through selection of a site or to seek other site alternatives.

4.
Site Control 

Upon notice to proceed from the inexperienced Applicant, the next step is to gain control of the site.  The property must be under the inexperienced Applicant’s control to pursue any further preliminary design or due diligence reviews.  There are various ways to gain control: the most common is an option to purchase. Negotiations to establish site control must be contingent on obtaining any required permits, resolving any access and environmental issues, and securing adequate permanent financing.  

Objective: To gain site control with all necessary contingencies at the least cost to the inexperienced Applicant.

Task: Consultant/Partner and inexperienced Applicant jointly conduct all negotiations with property owner in consultation with the inexperienced Applicant’s attorney.

Milestone(s): A site control document (option) approved by the inexperienced Applicant’s attorneys and, if the inexperienced Applicant is a not-for-profit, the not-for-profit’s board of directors. 

5.
Development Team Selection & Feasibility Studies 

The creation of the development team and the commissioning of necessary predevelopment studies move the project forward. The development team includes an architect and engineer (design development and environmental review), attorney(s) for real estate closing and tax compliance issues, general contractor, property manager, and physical needs assessor (rehabilitation).  Once the team is assembled, the following studies should be commissioned:  market study, title search, property survey, environmental reports, soil borings (new construction), physical needs assessment (rehabilitation), and conceptual architectural plans.

Objective: To select a qualified cohesive development team and the commissioning of all necessary predevelopment studies.

Task: Consultant/Partner prepares scope of services for each required development team member and assists the inexperienced Applicant in selecting the most experienced and best qualified to further the interests of the project.

Milestone(s): An objective matrix of those prospective team members interviewed indicating a preferred candidate for each required specialty. If the inexperienced Applicant is a not-for-profit, the staff of the not-for-profit should present the document to the board.  The board of directors must approve the selections.

6.
Financing Identification and Application 

With the development team in place and predevelopment studies completed, the project budgets become more refined and accurate. The architect prepares preliminary plans with the added knowledge gained from the survey, environmental, and engineer’s reports. Budgets are adjusted to take into account the work from the development team. The Consultant/Partner’s knowledge and expertise is brought to bear in selecting the most appropriate financing and the preparation of any required funding applications.

Objective: To apply to all funding sources that best fit the financial viability of the project with the most recent and accurate information possible.

Task: Consultant/Partner and inexperienced Applicant jointly select the financial resources most suitable to the viability of the project and prepare all necessary financial applications.

Milestone(s): A report that lists possible funding sources with a description of each program’s requirements, advantages, disadvantages, and application timetables. The report will also detail the reasons for selecting the one(s) chosen and state progress on completing the application(s).

7.
Final Design & Underwriting

Should the application(s) prove to be successful, construction plans and specifications need to be completed and all conditions placed by the funders need be completed prior to loan closing.  

Objective: To obtain a completed set of construction plans and specifications and resolve all issues and conditions prior to loan closing.

Task: Consultant/Partner and inexperienced Applicant jointly monitor the progress of the architect and resolve any final design changes.  The Consultant/Partner and inexperienced Applicant will jointly resolve any outstanding issues imposed by the funders prior to loan closing.

Milestone(s): Completed set of construction plans and specifications, signed architect and contractor agreements, and list of required outstanding underwriting closing documents with assigned responsibilities and timetables for completion.

8.
Financing Closing 

With all of the issues and conditions eliminated, a loan closing is held and all legal documents executed.  It is imperative that the Consultant/Partner, the inexperienced Applicant, and the inexperienced Applicant’s attorney conduct a training session prior to loan closing and review the meaning of the loan closing documents.  This process can be challenging with the inexperienced Applicant’s attorney, funders, Consultant/Partner, and the inexperienced Applicant intensely focused on this critical legal step.  The site is purchased, and money becomes available to pay for predevelopment costs, some developer’s fees, and to begin construction of the project. 

Objective: To transfer the site’s ownership to the inexperienced Applicant and receive the funds necessary to begin the project’s construction/rehab.

Task: Consultant/Partner and inexperienced Applicant jointly coordinate the loan closing activities closely with the funder’s underwriters and attorneys and with the inexperienced Applicant’s attorney.

Milestone(s): Ownership of the site, all financial loans and commitments signed, and “notice to proceed” with construction from the ownership entity to the contractor.


9.
Construction 

The architect’s contract (standard AIA contract) should contain construction management provisions to monitor and certify that the general contractor is building the project as designed.  However, inevitable construction related problems that arise, change orders, and normal progress payments require management by the inexperienced Applicant.

Objective: To see that the project is completed within budget and on-time, free and clear of any mechanics liens.

Task: Consultant/Partner and inexperienced Applicant jointly monitor contractor progress and payments to warrant that the project is within budget and on-time.

Milestone(s): A completed project, with all buildings having received a certificate of occupancy or substantial completion, within budget and on time per the budget and timetable in the contractor agreement.

10.
Lease-Up

Prior to granting of a certificate of occupancy to the project, all the management, financial/accounting, reporting, and income verification procedures need to be in place and staff trained in performing those procedures.  The marketing plan, advertising, and intake of potential tenants should be implemented.

Objective: To attain full lease-up of the project when placed in service in the allotted time with all the procedures for financial and site operations in place.

Task: Consultant/Partner creates an operations guide and financial/accounting structure consistent with the funder’s program requirements.  The Consultant/Partner should thoroughly reviewed the operations guide and financial/accounting structure with the inexperienced Applicant.  

Milestone(s): Operations guide covering day-to-day management of the project, financial/accounting processes, income verification procedures, and any other reporting requirements imposed by the funders.  The inexperienced Applicant should also sign an affidavit that the operations guide was prepared, reviewed, and understood.
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