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Message to Apartment Portfolio Supervisors

The decisions a CAPS makes every day have an impact on many people, and in ways
both immediate and far-reaching. It is the responsibility of the CAPS to balance

the interests of all stakeholders in a way that ensures the portfolio properties are
financially successful and legally compliant. At the same time, the CAPS will need to
serve the needs of the renting public in a way that is both ethical and professional.

The Certified Apartment Portfolio Supervisor (CAPS) training p
to prepare CAPS to recognize and serve the needs of proper
that maximizes the financial health of the property.

ram is designed
akeholders in a way

Client Services and Stakeholder Relations is one module in
CAPS credential program.

The complete set of CAPS modules is:

1. Client Services and Stakeholder Rg
Investment Management
Improving Asset Perform
Asset Evaluation and Preser

Talent Developm

o ;oA WM

Contemporary Issues Housing

For more informs
ask your instructo
(703) 5 141 or é

ram or any of NAAEI’'s education programs,
ocal apartment association, or contact NAAEI at
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Module Structure and Timing

This module will run for approximately five to six hours. Each module will include a
mix of activities, discussions, watching videos, and slides. Your instructor will lead the
discussions and walk you through the course.

The time structure of the course will be:

Section

Section 1 - Ethical Considerations

Section 2 - Property Owners

and the Management Company 15

inutes

Activity: Property Goals 15 minutes

Activity: The Owner’s 20 minutes

10 minutes

10 minutes

Agencies and the Law 50 minutes

50 minutes

6 - Communities and Municipalities 15 minutes

Section 7 - Other Stakeholders 20 minutes
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Introductions

Welcome to the Client Services and Stakeholder Relations module, part of the
National Apartment Association Education Institute’s Certified Apartment Portfolio
Supervisor (CAPS) credential program!

Your instructor will ask you to participate in the following activity:

Introduce yourself to the group and answer the following questi

¢ |Is it accurate to say that the property owner is not t le stakeholder in a

property’s performance? Justify your answer.

e  What are some ways that property portfolio manage
person’s ethical or professional standards? How might y
situations in order to maintain high stan ?

Learning Goals
At the end of this module, you
e  Work with property owners i whnership goals.

¢ Identify and und Management Agreement that
establish the mana y’s responsibilities and obligations.

¢ Create reg rts to keep the property owner informed

in witich lenders, regulatory agencies, and local, state,
affect the management of multifamily housing properties.

am to provide a safe, habitable living environment
hile remaining in compliance with Fair Housing laws.

the questions that lead to ethical decision-making.
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Section 1 - Ethical Considerations

To be a success in business, it’'s not enough to have high standards for your products
and services; you have to have equally high standards for how you deal with people.

As a CAPS, you will be managing the expectations and interests of a lot of different
people, and to do so with excellence, you’ll need to approach those interactions with

a grounded sense of integrity, fairness, honesty, character, and a ermination to do

what is right, even when it’s difficult.

Topics Covered:

 Keys to Ethical Excellence.

* Asking the Right Questions.

KEYS TO ETHICAL EXCELLE
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Obey the rules, but don’t hide behind them.

Working within the law isn’t the measure of ethical behavior; it’s just the bare
minimum. In fact, it’s possible to obey the letter of the law and still be responsible for
a lot of unethical behavior. Make sure you’re not using compliance with the rules as a
cover for actions that don’t meet high ethical standards.

Do the right thing when there is a right thing, and learn to live with shades of gray.

Sometimes “the right thing” is a fuzzy concept. In any given si
disagree about what constitutes the right thing, and what’s /4

not be right in another. Worse yet, you will often be face
of your options are fully right or fully wrong, or where you
a number of bad alternatives. As long as you continue to be
act ethically and put in the effort to navigate thege obstacles as
maximize the “right” and minimize the “wrong” the long term.

on, people may
situation may
s where none
from

can, you'll

Listen to your own conscience with sk

ognize that your inner voice
oice of your conscience is susceptible
o easy rather than ethical. Listen, but

It’s important to listen to your conscié
isn’t always an impartial judge. S
to the temptation to rationalize a
be skeptical.

Talk with ethical men

Seek the opinion i ity you admire. Be picky about who you
choose for this t may be louder than it is valuable. You should
also seek out inp ; e WIYO generally hold opposing views or who have a
different angle on § ¥oject. Don’t look for someone who will tell you what

you ; or someone who will tell you what you need to hear.

Be

may inadvertently incentivize unethical behaviors and punish people who act with
integrity. Be prepared to defend your own ethical standards.

Stay out of ethical debt.

It’s a lot easier to do the right thing now than it is to undo a wrong thing in the
future. Always consider the long-term consequences of your actions. You may reap
immediate rewards for an unethical decision in the short-term, but undoing the
damage later will almost always prove more costly.
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Don’t just talk about ethics. Live it.

Don’t just talk about ethical behavior. Live it. Actions are much more convincing than
words. Let your character be revealed in every small interaction so that people will
come to see you as a person who acts ethically in all things. If you’re perceived as a
person who acts ethically in the day-to-day, small situations, people will learn to trust
you with the big things.

Recognize when something “smells” off.

Ethical dilemmas can sneak up on you if you’re not payin o the signals.
You may have a vague sense that something seems off, but |
that feeling when everything seems legitimate on the surface. ly, by the
time it becomes obvious that something is wron

yourself from the situation without an ethicg

et them and others know you appreciate it.
who exemplify the high standards you seek.

vendors, and eveglompetitors. At the same time, be prepared to give people

permissi e mistakes. People who are afraid to admit honest mistakes
can feel forced to engage in dishonest cover-ups to protect themselves. Not only
does that breed an atmosphere of dishonesty and distrust, it also eliminates the

opportunity to fix the underlying problems.
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ASKING THE RIGHT QUESTIONS

Is it legal?
«  Would your actions keep you within the law?

« Does your company have specific policies in place that address the situation,
and are you abiding by them?

Who is affected by your decision, and how?

e Carefully identify all parties that have an interest in ut

decision. How will they be affected?
«  Will anyone be hurt?
«  Who will benefit?

¢ |s the decision fair?

*  Would you choose a differe j as your parent or your child?

e Could yo iSi e trust of your coworkers, residents, vendors,
clients, or

C er’s reputation be at stake?
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What are the long-term consequences of your decision?

e Is it possible that what seems reasonable now might ultimately cause more
harm than good?

¢  What are the likely effects a year from now?

e« Are you considering an ethical short-cut because you’re being pressured to
decide too quickly?

*  Would you make the same decision if you had more tim decide?

How will your decision make you feel?
 Are you having doubts about your decision?
e How will others view your decision?

«  Would you choose differently if your dggisi i e reported on the
local evening news?

e Could your motives be misunde

Has the sit on ever come up before, and if so, how was it handled?
ecision a good one?
How is your current situation similar or different?

e  What factors are different?

«  What would be the impact for you or your company if your decision were
repeated many times?

e  What if everyone did it?
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Section 2 - Property Owners
and the Management Company

The CAPS manages the relationship between the owner and the management
company (even in those situations where they may be part of the same parent
organization). He or she makes sure that the portfolio performs in a manner that is
consistent with both the Management Agreement contract and the property owner’s
short- and long-term goals.

In addition, the CAPS must remain cognizant of the mana any as a

stakeholder in the property’s financial health. The manag any (through its
employees and representatives) contributes to, and depend ss of the
property.

Topics Covered:

*  Working with Property Owners.

Understanding the Management

perty supervisor manages the relationship between the
ent company. In very large management companies,
company asset management team may act as the primary

The CAPS:

* Makes sure that the portfolio performs at or above expectations set in the
Management Agreement and the annual budgets and business plans.

* Brings underperforming properties up to expectations, and keeps strong
performing assets on track.
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— Certified Apartment Portfolio Supervisor Participant Guide



¢ Recommends and implements improvements and changes to improve
operational efficiency and financial results.

As the direct supervisor of multiple properties, the CAPS has a significant role in
property performance and the reporting of results. Through frequent monitoring

of financial and operational performance, and thorough knowledge of the owner’s
goals and the expectations set out in the Management Agreement, the CAPS acts
as the linchpin for portfolio health. All company employees will be part of this effort,
including on-site community personnel, and corporate staff in a including legal,
accounting, and risk management, among others.

The Property Owner’s Goals

To accomplish all of this, the first thing the CAPS must do is th derstand
the goals of the property owner. Each property goals for
specific properties, as well as for their overall port . In addition, tMey may have
specific short-term goals that differ from tj ep in mind that
if the ownership entity for a particular g , these owner goals

may be impacted by foreign trade ru > ect the other properties
in the portfolio.

As a starting point, find out what C 3ls the owner has for a property or a
portfolio of properties. When possi I he owner goals by talking directly
to the owner so the me isn’'t di

The most common goals ar

gr cash flow: Owners may be counting on regular cash flow
come, or they may need regular cash flow in order to pay
pnds to investors. Real estate investment trusts (REITs)

Ing: Owners may want to get cash out of a property by refinancing
at a better rate. In those cases, the lender may require that the property
occupancy and/or NOI meet certain benchmark levels before the refinancing
loan can close.

* Renovating or retrofitting property: The owner may have funds set
aside to retrofit or renovate the property. These funds may come
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from an investor, an additional loan, or from the sale of another property.
This renovation/retrofitting work is usually done in order to increase revenues
or reduce operating expenses.

* Repositioning the property: The owner may wish to increase current and future
income by making significant physical renovations and elevating the property
class, which may include the change of name and/or resident profile. This
change is generally accompanied by significant rental increases.

* Acquiring new properties: The owner may want to make
this property to be able to purchase another one, or t
in order to purchase another one.

gh cash flow on
this gne for a profit

so don’t
overlook the importance of portfolio performan re built on the
performance goals of individual properties, ortfolio strategy.
Indeed, stronger assets within a portfolig ing assets so that
the portfolio goals are still achieved (tj also possible). Just
keep in mind that, if the portfolio con ies undermore than one ownership
entity, each individual owner is o gre about the performance of their

own properties.

While the CAPS bears uli i fortoverseeing the performance of the
portfolio, the ability to
leadership team: the com
the people who i ay implementation of the strategy for that

Once you know owner’s goals, you can then use them to put together a financial
strategy anage the property or portfolio. A strategy document can be very
helpful in verifying and tracking the goals of the property owner (see the Appendix
for a sample strategy document). Work with the owner to detail the performance
goals for the portfolio properties, and recommend specific strategies and tactics to
address these goals.
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This strategy document will act as a financial and operational roadmap that you

can return to in the future to help evaluate whether the portfolio is on the right
course. Make sure you involve the community managers in achieving those objectives,
as well.

Any financial strategy you create should:

Keep the owner well informed through detailed financial data, reports,
and narratives. (Narratives explain the reasons for your decigions—why are
you proposing a $20 rent increase for next June? Why ndscaping costs

going up?)

Factor the owner’s goals into all key financial activiti

Recommend strategies and tacti

Assess portfolio growth regularly?

12

CLIENT SERVICES AND STAKEHOLDER RELATIONS (Updated Oct. 2018) CAPS§
Certified Apartment Portfolio Supervisor Participant Guide —_—



MODULE 1 ACTIVITY 1: PROPERTY GOALS

You are the CAPS for a newly acquired property. The property owner has discussed
his goals with you, and you’ve created a financial strategy to achieve those goals.The
following are property goals from the financial strategy document for this property:

1. Maintain rents at acquisition levels for the first 90 days. Start pushing rents in the
4t month, with average increases reaching 6% within 12 mo

2. Maintain proposed summer vacancy rate for the first 6 higher than
6%, increasing market occupancy to 96% by the end o i

3. Hold bad debt write-offs at 2% for the first 6 months, decre er 1% by
the end of the year.

4. Improve renewal conversion rates to 5
of 3%.

rage rent increase

5. Limit concessions to 4% in the first
year, and 2% by the end of 18

dropping to 3% by the end of the

With the information you have bee
would want to take im
those goals.

ch goal, list two actions that you
ition of the property in order to achieve

Goal 1 1.

Goa

Goal 3

Goal 4 1.
2.
Goal 5 1.
2.
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WORKING WITH PROPERTY OWNERS (continued)

Communication Tips

Communication and reporting are key elements of effective portfolio management.
Be proactive about communication with property owners, but try to avoid the traps
of too little or too much communication. The amount of communication will depend
on the size of the property, its condition, the size of the portfolio, and the preferences
of the property owner. Some owners will require frequent commuication, while
others are comfortable with periodic updates. Likewise, some ers will prefer
particular kinds of communication over others (e.g., phone
Find a balance of communication frequency and type th ou and
the owner— one that allows you to meet owner needs, whil
management administration.

Make sure you thoroughly document all of your i wner, as well.
You’ll want to have a record of the issues y i cisions made.

Handling Multiple Owners

There’s a good chance that the erties you manage will not all be
owned by the same person or en ses, you will have to be especially
diligent about managing time and id conflicts.

In a perfect world, the a i anaging a particular property would
be proportional to the size y, its condition, and the revenue it produces.
In the real world perties may take up a disproportionate

uld be, since struggling properties need

eed to monitor this balancing act to ensure that particular
o chronic abusers of your time management plan. If an owner
amount of your time or the management company’s resources
ds the service agreed to in the Management Agreement), you
should be to voice your concerns to the management company. In those

resources.
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UNDERSTANDING THE MANAGEMENT AGREEMENT

It is critically important for the CAPS to understand the Management Agreement, and to
share it with the management team (everyone needs to be clear about expectations.)

The Management Agreement is the contract between the owner and the managing
agent. It lays out what you need to know, do, or expect in your relationship with the
property owner, and vice versa. It establishes the rights, responsibiliies, and limitations
for the management agent; management agent compensation; ermination
ent agent has
the authority to act on behalf of the owner and assume ob @&CTi i owner’s name.

Some Management Agreements contain detailed and specific i others

as big as “who owns this property and what is the ?” to details as
tiny as “who pays for office supplies?”

Though many Management Agreemen documents, there is
usually some negotiating back and for nto each agreement, so you may
not see any two agreements that ¢ e. The needs of a particular property

should be paramount in negotiati

Management agreement i ect both the owner and the managing
agent. Such an agreeme j y counsel for both entities before being
signed to ensure complianc le laws and to provide protections for both

parties.

Management agre e different between related ownership and management
entities compared OM ) ee Management Agreements between an owner and a
non-r, Nt entity.

critical you und and the significant provisions of each agreement.

You’'ll find a sample property Management Agreement in the online Appendix of this
module.
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KEY PARTS OF THE MANAGEMENT AGREEMENT

A few key components of a Management Agreement are discussed below. You’ll find
a more comprehensive list of the parts of a typical Management Agreement in the
online Appendix to this module.

Budget and Business Plan

The budget and business plan section of the Management Agre nt is established

jointly by the property owner and the management compan d gives the

management company financial guidelines to assist in re
apartments.

Minimum Leasing Guidelines
e Set target rent and amenity charges fg

* Establishes requirements for noti riances to leasing
guidelines.

¢ |dentifies leasing incentive i lthe management company to keep
the apartments filled.

Minimum leasing guide i bility on the part of the management

It’'s important for the Management Agreement to establish that the owner is

obligated to cover expenses when the management company ends up effectively
advancing its own money to the property owner. This can happen in situations where

CAPS§ CLIENT SERVICES AND STAKEHOLDER RELATIONS (Updated Oct. 2018) 19
— Certified Apartment Portfolio Supervisor Participant Guide



the management company temporarily funds an operational expense (e.g., payroll
or emergency expenses), and then discovers that there’s not enough available in the
property’s operating account to reimburse that expense.

When these situations occur the CAPS may need to act as a buffer between the
owner and the site team. Owners may be unhappy at the unexpected expense and
may take their displeasure out on site team members, so it should fall on the CAPS to
APS should also
additional income

communicate with the owner when these situations come up. T

keep in mind that the owner will expect the property to gene
to make up for the unexpected expense.

happening is to ensure that owners are required
operating expenses for at least a month in g

*  Permits the manag to Feimburse itself for all operating
the property, as well as the management
company’s

Allows the ¢ pany to collect interest at specified rate from the

20 CLIENT SERVICES AND STAKEHOLDER RELATIONS (Updated Oct. 2018) CAPS§
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* Explains the process the management company is to follow when facing
expenditures over the established spending limit.

¢ Allows the management company more latitude for emergency procedures
when immediate action must be taken for safety reasons.

The Management Agreement will often place limits on what is considered a
typical operating expense (which generally will not require owner approval), and
define a category of extraordinary expenses (which will require ner approval).
[t’s important for the CAPS to know what those limits are, an ow prescribed
procedures for getting approval for expenses in excess of t limit

Legal Fees
« Establishes the owner’s responsibility to pay legal fees on ement
company’s behalf for any issues affecting e defense

of vendor suits or other claims made agains property or tffe management
company, related to its role as agent, s

e Sets limits on legal fees and req mpany to notify the
owner if the fees will exceed a p

e Limits the owner’s respons vn share (prorated) in any dispute in
which other parties benefit i

While the ownelg sible for property-related legal fees, the
Management Ag pe®y that any such fees exceeding a predetermined

ed to pay any legal fees that result from the management
It’s important for the CAPS to be aware of these restrictions,
entail.

remaining after all expenses have been paid and operating/emergency accounts
have been funded (net proceeds). These disbursements are also outlined in the
property’s financial plan.

¢ Specifies the frequency of fund transmittal and bank information.

Because the CAPS and community manager are both focused on NOI as a primary
measure of their success as property stewards, it can be easy to lose sight of one of
the owner’s other financial priorities: cash flow. The Management Agreement should
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specify exactly what to do with the money that is left after all of the property’s monthly
obligations have been taken care of, and it’'s important that the CAPS ensures these
disbursements happen on time and in accordance with this plan.

Who Gets Paid First?

If income (excluding security deposits) isn’'t enough to cover the current debts and
obligations of the property, the Management Agreement should specify the order

in which debts should be paid. The following is a typical list of prigritized payments
(but keep in mind that not all Management Agreements will pr ize payments in the
same way):

¢ Underlying secured real property debt (mortgage p
» Utilities.

e Property payroll, including all related adm
*  Management fees and related expen
e Other property expenses.

e Other required payments, ingludi nts to the reserve account.

The order noted in the Managem is binding except in the event that
the terms of any loan security agre i owner conflict with it. In that case,
the terms of the loan se Id be followed as long as the owner has

e prepared by property management for the

. Management Agreement will specify a different
ged on the property’s needs, the owner’s preferences, and the
he management company uses. These may include:

pancy, leasing status, and traffic reports.
rket comparable rent survey.
- Monthly bank reconciliations.

- Financial reports including, but not limited to: balance sheet, income
statement, variance reports, and general ledger.

« Requires the management company to provide the owner with a report
of money received and money paid out during the previous month or
reporting period.
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 Releases the management company from any expectation on the part of the
owner that reports are intended as representations or warranties of financial
performance.

It’s a good practice to send samples of proposed reports to the property owner
prior to signing the Management Agreement. The property owner should sign an
agreement to approve the use of these reports, or to pay extra for customized
reports.

Financial Audits

¢ Grants the owner the right to request periodic audit

- Cancel and modify existing rental agreements subject to policy.

- Execute all rental agreements as agent for the owner.
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e Assigns payment of all costs associated with leasing to the owner, to be paid to
the management company through the operating account.

e Dictates the maximum lease term the management company may make
available to residents (generally, one year) without owner approval.

e Shares approval of rental agreement form between the owner, the management
company, and the property lender.

The CAPS needs to know who has the authority to set rents, are leases,
negotiate lease terms, and let residents out of their leases. ed to know
the impact of those decisions. For example, it’s tempting t an unhappy
resident out of their lease, but eventually actions like that a ignd nt
impact on the property’s bottom line.

Performance of Repairs

e Authorizes the management comp
and replacements.

necessary repairs

¢ Permits the management
apartments and purchase n

orate the project and individual
}oment using operating accounts.

¢ Allows the owner t fndors to provide repair or
decorating servic indemnifies the management
company from any ing from use of the owner’s selected vendor.

eed the amount management company would otherwise
ploy the workers.

The Management Agreement should authorize the management company to do
what is necessary to repair and maintain the property. The CAPS should familiarize
themselves with this part of the agreement so they understand their level of
responsibility when it comes to day-to-day maintenance.
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Contracts, Utilities, and Services

e Authorizes the management company to negotiate contracts for non-recurring
expenses, not to exceed a specified amount.

* Requires the management company to enter into contracts for utilities (gas,
electricity, water) on the owner’s behalf.

* Assigns to the owner responsibility for payment of utility deposits though
the management company may pay them from operatin counts at the
owner’s request.

This section of the Management Agreement is critical for e
management company is able to contract for basic services f

Contract Limitations

A good Management Agreement should,
e Be in the legal name of the pro

 Be assignable, at owner’s
owner.

er or another party designated by

e Beoneyearinlen i vision allowing either party—owner or
management com

 Require th vidence of sufficient insurance.

legal name is particularly important, because

Specifying the us
i y can complicate things like the sale or refinancing of the

using na incon

y Compensation and Expenses

Establish nagement company’s payment for services including:
«  Management services.

¢ Construction management services.
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e Other items Management Company and Owner agree upon, such as consulting
work (for example, unit design and amenity recommendations for new
construction.)

Management fees are usually based on a percentage of collections (typically 2.5%
- 5%) with a specified minimum compensation. The Management Agreement wiill
stipulate if other income items are included in the fee calculation. In some cases
RUBS (Ratio Utility Billing System) income is deducted from the total collections
number before calculation of management fees.

administration, IT, revenue manag
work over a specified dol
personnel to supervise
owner’s funds.

e management company to hire
are usually paid out of the property

Termination

e management company the right to terminate the
ement with or without cause any time after the initial termis
t least 30 days written notice.

e Gives either

th& owner or management company to terminate for cause,
any of the following:
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- Breach of agreement.
- Excessive damage.

- Sale of property.

- Default.

- Foreclosure.

- Receivership.

company against liabilities it may have inc
Management Agreement.

¢ Requires the management compag
timeframe any money due, any
accounting for the property,

* Prohibits the owner from hi e management company’s employees
during the term of the Mana 88hmcnt and for a specified time after
its termination.

It’s critical for the CAPS to e Management Agreement says about
contract terminaj@n. It i onsibility to help the management company
retain contracts W so they need to know exactly what could cause

* Prevents change to the agreement without written approval of the owner and
the management company.

The Management Agreement should include language that specifies that it
constitutes the sole and complete agreement between the owner and the
management company. This is necessary because people often assume informal
agreements based on conversations they have, but this can lead to confusion and
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misunderstanding. If it’s not in writing, it shouldn’t count. This protects both the
owner and the management company by making sure each party knows exactly what
they’re responsible for with minimal room for misunderstanding or misinterpretation.

Property Information Sheet

Once the Management Agreement is set, you should create a summary abstract of
the provisions of the agreement, and attach it to the property information sheet (you
can find a sample of this document in the Appendix to this modude). The property
information sheet documents all of the static information abo e property, such
as information about its location, size, name, age, relevant es, and mix
of unit types and amenities. This document will also cont

You should review the property information she
provisions of the Management Agreement, with
Everyone should be familiar with the expeciaiis
compliance with the agreement, and onsj
keeping the property information sheg

property in
e responsible for

CREATING AN OWNER’S
What Is an Owner’s Report?

es the management company to create
erty. One of the most important of these is
Appendix.)

The property Managem
periodic reports on the st
the Owner’s RepQ

roperty has performed for the previous month,
Pes key financial and operational reports, as well as a

Reports from property management software packages are also often included,
though it’'s important to remember that some owners will want these reports
customized.

Note that the Owner’s Report is not a substitute for communication with the property
owner. You should maintain regular contact with the owner, and be sure to document
all interactions.
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Why It’s Important

The Owner’s Report gives the owner a clear and accurate picture of how the property
is performing both operationally and financially. It also illustrates how you’re actively
managing the property to help the owner achieve the financial objectives established
for it.

When It’s Produced

The Owner’s Report is created according to the terms of the
Agreement. It could be monthly, quarterly, or yearly. Your s uld prepare
an owner’s report for each property you manage.

Where It’s Sent

owner. In other
from the CAPS.

Sometimes, the Owner’s Report may go directly
cases, asset managers will transmit it to th

The CAPS Role

In most cases, the community m tasked with compiling the bulk of the
Owner’s Report, and the CAPS wi i add an executive summary before

passing it along to asset managers agement company.
While reviewing the Ow should ensure that it is both detailed
and clear, and that it thoro how the property is performing. Make sure

the community gfiem e necessary data and reports, written the

narrative section 2 tely, and explained all budget variances (both
favorable and unf property’s financial software reporting systems

Will MO Sigdi e majority of the data used for the owner’s report, but it’s
imp c community manager and the CAPS stay aware of how the
pro t any given time. Be sure you’re on top of market conditions,

, income and expenses, day- to-day operations (rentals,

leases, turnover), Ad the actions currently being taken to maximize property results.
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The Parts of an Owner’s Report

Most management companies have a default template that ensures consistency
between Owner’s Reports across properties. Often companies will start with this
template and then customize it to meet the owner’s needs. Ultimately, owner
reporting requirements drive the final format for the report.

While the format may vary from owner to owner, the information included is generally

market conditions (stable, improving,
in the market, and how these have cj

3. Capital expenses and the phys
non-budgeted improvements o

applicable), the status nditure projects in terms of cost and
enance items that need attention.

les. Explains favorable and unfavorable budget variances:
variance is, why it’s happening, and what is being done to
rther improve actual results.

ons activity: Includes information such as: the current property
and economic occupancy, traffic, rentals, closing ratios), move-in
-out numbers, and lease expiration data showing the potential impact
on future occupancy.

6. Reports: Has copies of the financial and operational reports an owner may want to
examine. Includes key reports such as the operating statement (including month
and year-to-date information), the detailed general ledger, the rent collection
report, rent roll, aged delinquency, aged payables, and any reports requested by
the owner that need to be a part of the package.
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MODULE 1 ACTIVITY 2: THE OWNER’S REPORT

For this activity, you will step into the owner’s shoes to evaluate an owner’s report.

While reviewing the Amber Oak Park Apartment Homes Monthly Operating Report
(in the Activity Resources section), note your answers to the following questions.

e  What areas are lacking details? What follow-up questio
the CAPS?

ould you have for

e  What areas indicate immediate action would be nee directi@ns

would you want to give the CAPS and the site team?

* Is there any indication of future budget is
concern?

e  What are the success areas?

Your instructor will divide you into gro ¥ activity. Each group will review a

portion of the owner’s report. ;
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THE MANAGEMENT COMPANY AND ITS REPRESENTATIVES
The CAPS Role

Because property owners have invested a great deal of trust in the management
company to oversee the health of their properties, the management company is also
an important stakeholder for you to consider.

As a CAPS, you are a critical part of the management company’s gevenue model.
The management company’s income comes directly from the | me generated

by the properties you manage. Some of this will be in the f es for
specific services (as outlined in the Management Agree ulk of the
management company’s income will be calculated as a per perties’
rental income.

It is your job to focus on ensuring that your propSgh igh occupancy
rates (both physical and economic) at maxigs

beyond the immediate g i those properties. When owners are
satisfied with the servic i likely to return to your management
company in the future whe new properties. They often become sources
of additional bugg outh referrals, as well. Conversely, if the
relationship bet nt company and the owner goes poorly, word-of-

ent Cofipany Employees

A CAPS property performance through other people. This means that the
management company employees who work with your properties are also important
stakeholders. Employees benefit directly from good property performance through
the income that provides their paycheck.

Employees are also critical to the delivery of the services that generate that income.
They are often the front line in your company’s interaction with other important
stakeholders. They have daily interactions with residents and vendors, and will
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frequently be called upon to interact with visiting stakeholders, such as lenders,
regulatory agency representatives, and municipal inspectors.

Because your employees are your representatives in the field, their actions are a
direct reflection on the management company. Training and supervision of your
employees is a key part of ensuring optimum property performance. You can learn
more about this topic in Module 5: Talent Management and Leadership.

Third-Party Vendors and Contractors

Similar to the way that your employees represent the man pany, any
third-party vendors and contractors you hire to work on are also a direct
reflection of management, as well as being stakeholders in t cess
The vendors and contractors you hire to provid cial projects
rely on the property’s ability to pay them for thei ime, they come
into regular contact with your residents, ygQ ne else who may
be visiting or doing business there. Bec

and indirectly, to all of these groups Q s an extension of the
management company. How they gdo tF ow they look, and how they behave

has an impact on resident satisf a result, on the financial health of the
property.
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MODULE 1 ACTIVITY 3: CONTRACTOR DISPUTE

You’ve hired a contractor to paint the clubhouse building exterior. The contract
spells out the scope of work in detail, including the timing of completion (with
contingencies for weather-related delays) and daily clean-up details (including a
detailed description of how the job site is to be left at the end of each day). The job
was to take 10 business days.

The first few days were completed without incident, but on t
contractor crew left the property at the end of the day, th
several paint buckets on the sidewalk near the fitness cen
cloths lying on the bushes outside the front door of the mai
leaned up against the side of the building.

rd day, when the

Answer the following questions, i e ABC Vendor Service Agreement and
XYZ Painting Contract in the Res
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Section 3 - Lenders

Along with the owner and the management company, one of the stakeholders most
invested in the financial health of the property is the lender, or mortgage provider.
They loan the money that allows the owner to acquire the property, and if the
property does poorly, they risk not getting paid back on time—or, in the worst case
scenario, not getting paid back at all.

Lenders typically have very little day-to-day control over the pr
relying on the owner to look out for their best interest. In pr
they are relying on the CAPS. The ability of your team to
property and maximize its profitability ensures the lender investment.

rty, so they are
al terms, this means

Topics Covered:

 Lender Requirements.
 Debt Coverage Ratio.

 Loans for Government AssistedSIO

LENDER REQUIREMENTS

Lender Requirements

The relationship betwee theYowner is spelled out in detail in the

property’s loan documents. specifying things like the loan’s term and
interest rate, the o lay Sut the lender’s requirements for fulfilling the
loan. The CAPS liar with these requirements because they will be
tasked with ensur{ii® Is able to meet them. For example, if the lender
requires iodic ré aon the¥property’s financial status, the CAPS will need to
know, lender wants to see, and on what schedule they should be

ntenance.

* Insurance coverage.

 Lender inspections.

* Replacement reserve funding.

¢ Reporting.

e Occupancy (physical and economic.)

e Collections.
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« Debt Coverage Ratio.
¢ Maximum number of corporate and month-to-month (MTM) leases.
e Length of terms.

¢ Regulatory compliance.

These are just a few of the typical lender requirements you’ll find in the loan
documents. Each property’s loan documents and lender requirements are unique, so
you will need to review all of the loan documents for each pro you manage. You

The requirement lenders are likely to focus on the most is the D ge Ratio
(DCR). The Debt Coverage Ratio compares the Operating
Income (NOI) with its annual cost for debt servicin erms, the Debt
Coverage Ratio is a measurement of the the necessary

mortgage and interest payments.

The lender wants evidence that thg pro er will be able to make payments
in full and on time. Moreover, th w that there’s enough of a cash flow
cushion to service the debt durin hen NOI is impacted by external or
internal reasons, such as economic petition, or unexpected increases

r's desired DCR. If the property is
default, special servicing, and eventually

there is sufficient cash fl
unable to meet the require
receivership.

You can learn mo ' gages, financing, and the Debt Coverage Ratio in

include additional inspection, occupancy, and income requirements.Despite these
additional requirements, these loans are appealing because they are typically
financed at lower interest rates than regular market loans. A significant percentage
of properties are now financed this way, so all CAPS will likely find themselves
responsible for managing them.

These regulatory requirements are discussed in more detail in the next topic,
Regulatory Agencies and the Law.
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Section 4 - Regulatory Agencies and the Law

Regulatory agencies establish and enforce requirements and standards of conduct for
following laws enacted by Congress. Property management companies interact with
regulatory agencies and must adhere to the laws they enforce in multiple domains. At
the federal level, the most common of these will be housing, occupational safety, and
labor. You will also be responsible for following state and local laws governing these
subjects, as well as any laws affecting remodeling or new construction work.

Regulatory agencies generate regulations and policies to ens ompliances with the

Regardless of the type of loan in place on a eed to understand

the key provisions of various laws that g
Topics Covered:

 Key Federal Laws and Reg
 Rental Laws and Regulations.
¢ Government Assis

lations.

S AND REGULATIONS

ases, statutes, and regulations that affect your properties,

aws and Regulations.
e Workplace Safety Laws and Regulations.

e Employment Laws and Regulations.

CAPS§ CLIENT SERVICES AND STAKEHOLDER RELATIONS (Updated Oct. 2018) 41
— Certified Apartment Portfolio Supervisor Participant Guide



KEY FEDERAL LAWS AND REGULATIONS

Area of
Focus

Title Description

1935 National Labor Relations Establishes the right Employment
Act (NLRA) of most, but not all, workers
to organize into unions,
(www.nlrb.gov.)

1938 Fair Labor Standards Establishes minim Employment
Act (FLSA) overtime pay, re i
and child labor
(www.dol.gov.)

1963 Equal Pay ployment
Act (EPA)
1964 Title VII of the Civil Rights Employment

Act of 1964, As Amended

ional origin.
W.ee0C.goVv.)

1967 Age Discrimination in

hoits discrimination Employment
Employment Act (ADEA)

1968 Fair Housing Act
(Titl of the Civ

Act

Prohibits discrimination Leasing
in the sale, rental, and
financing of dwellings, and

in other housing-related
transactions, based on race,
color, national origin, religion,
sex, familial status (including
children under the age of 18
living with parents or legal
custodians, pregnant women,
and people securing custody
of children under the age

of 18), and disability. The

Act makes several types of
activities illegal, including the
refusal to rent, discriminatory
language or images in
advertising, and to deny

the availability of units. The
law is enforced by the U.S.
Department of Housing and
Urban Development (HUD.)
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KEY FEDERAL LAWS AND REGULATIONS

Area of
Focus

Title Description

1970 Fair Credit Reporting To promote accuracy, Leasing,

Act (FCRA) fairness, and privacy Employment
of information in files
maintained by credit
reporting agencies. must
provide written n
receive authori
the subject of
and certify to th
reporting agency t
won’t use the report
discriginatory purpos

1970 Occupational Safety and

Health Act of 1970 (OSHA) Workplace
Safety
1973 Section 504 of the
Rehabilitation Act of 197 B be readily accessible Leasing

usable by individuals
M h disabilities.

Prohibits an employer from
disciplining or discharging Employment
an employee because he

or she was called and served
on federal jury duty.
(www.dol.gov.)

1978 Jury Systems
Improvement Act

Prevents discrimination
against people who aren’t Leasing,
U.S. citizens or nationals and Employment
have been lawfully admitted
to the U.S. for permanent or
temporary residence, and
aliens who have applied

for temporary residence
status. It also prohibits hiring
illegal aliens and requires
verification of work eligibility.
(www.dol.gov.)

1988 Employment Polygraph Prohibits employers from
Protection Act requiring applicants to
submit to a lie detector Employment

test or inquire about prior
polygraph tests

CAPS§ CLIENT SERVICES AND STAKEHOLDER RELATIONS (Updated Oct. 2018) 43
— Certified Apartment Portfolio Supervisor Participant Guide



KEY FEDERAL LAWS AND REGULATIONS

Area of
Focus

Title Description

1990 Title | of the Americans Prohibits employment Employment
with Disabilities Act (ADA) discrimination against
qualified applicants or
employees with a dis
who, with or witho
reasonable acco
can perform th
functions of th
position. The Act
amended in 2010.
(www.eeoc.gov.)

1990 Title Il of the Americans
with Disabilities Act (ADA)

Leasing,
Employment

accessibl
isabilitj

1993 Family and Medical Leave

Act of 1993 (FMLA) Employment

npaid leave during any
nonth period for the
or adoption of a child,;

hild With a serious health
dition; or employee’s
ious health condition.
(www.dol.gov.) Note: The
Act was revised effective
January 19, 2009. The
revisions include adding
active duty military to
covered employees, as

well as changes intended

to clarify and improve an
overly complex regulatory
framework. Questions
addressed in the revised
regulations include: notice
requirements for employers
and employees, medical
certification requirements,
interplay between employer-
sponsored paid leave

and unpaid FMLA leave,
privacy concerns related to
shared health information,
intermittent leave, fitness for
duty certifications, and what
constitutes a “serious health
condition.” Two categories of
leave were added specifically
for the military: Qualifying
Exigency Leave and Military
Caregiver Leave.
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KEY FEDERAL LAWS AND REGULATIONS

Area of
Focus

Title Description

1994 Uniformed Services Prohibits employment Employment
Employment and discrimination because of
Reemployment Rights an employee’s or applic

Act of 1994 past, current or futur
military obligations,

2003 Fair and Accurate Credit Addresses con Leasing
Transaction Act (FACTA) i

Employment,
Workplace
Safety

Federal Posting
Requirements

dards Act (“Your Rights
Oer The Fair Labor

dards Act”); Title VII of
ivil Rights Act of 1964;

Syment Act of 1967; the
erican with Disabilities

t of 1990 (“Equal
Employment is The Law”);
Family and Medical Leave
Act (“Your Rights under the
Family and Medical Leave
Act of 1993”); Occupational
Safety and Health Act

(“Job Safety and Health
Protection”); and Employee
Polygraph Protection Act
(“"NOTICE - employee
Polygraph Protection Act”).
Changes in these laws occur
from time to time.

Make sure your posters are
up to date
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State and local governments will also have their own laws and regulatory agencies
governing rental housing, occupational safety, and labor. As a CAPS, you will need to
ensure you are familiar with the specific state and local ordinances that may effect
the properties in your assigned portfolio. Contact your local NAA chapter if you need
assistance in identifying and complying with state and local regulations.

RENTAL LAWS AND REGULATIONS

Rental regulations at the federal, state, and local levels are primg
ensure that residents have access to safe, well-maintained livj
treated fairly. Some provisions of these laws also exist to eg
is treated fairly when disputes arise.

designed to
Spaces, and are
pperty owner

The table below indicates the laws that affect different phases 8 Bl process.

Rental Process App!licable ' aw(s)

Marketing and Advertising Fair Housing

Consumer Protection

Screening and Applications Fair Housing
Fair Credit

Contract Law
Landlord/Tenant Law
Employment

Leases

Fair Housing

Contract Law
Employment
Fair Housing
EPA and OSHA

Termination of Occupancy Lease Agreements
Landlord/Tenant Law

Fair Housing
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From the perspective of the management company, the most important of these is
the Fair Housing Act. At the federal level, the Fair Housing Act prohibits discrimination
in the housing industry on the basis of race, color, national origin, religion, sex, familial
status (including children under the age of 18 living with parents or legal custodians,
pregnant women, and people securing custody of children under the age of 18),

and disability. Many state and local governments augment these requirements with
additional protected classes, such as source of income, sexual orientation, and gender
identity.

Violations of the Fair Housing Act (and its state and local anal es) can result in

Various federal, state, and local g
owners to provide housing to low
for such housing. Properig

nts and lenders to provide funding
is way may be subject to special

orms including: voucher programs where
the federal government (commonly referred to
in which the apartment owner receives direct

oviding equity to developers for building affordable housing.

These investme ave the advantage of providing stable cash returns, since the
demand housing typically exceeds supply, but these programs also place
limitations on rents that properties are allowed to charge, as well as additional
restrictions and mandates on accessibility. They also require management to file
reports demonstrating compliance with these regulations.

Fair Housing and Section 504

For example, a property that receives “project-based” subsidies is subject to the
accessibility requirements of Section 504 of the Rehabilitation Act of 1973 rather than
the Fair Housing Act. The requirements under Section 504 are more strict and
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extensive. Under the Fair Housing Act, for example, residents are usually required to
pay for certain accessibility modifications, but under Section 504, the property owner
must pay for them.

Fair Housing Section 504
Covers all properties. Yes No (applies
to federally-

Protects families with children.

Covers federally-assisted properties. Yes
In-unit and common area Rarely
accessibility modifications paj
by person with disabilities.
In-unit accessibility No (with Usually
paid for by the hous exceptions)
As is the case wi air Housing Act, violations of the regulations
in place on assistes PN have very serious conseguences, resulting in

inal penalties. As a CAPS, you will need to understand the
s of these regulations in order to avoid costly mistakes that
ent company and the property owner.

The Communit@einvestment Act (CRA)
The Community Reinvestment Act (CRA), enacted by Congress in 1977, encourages
banks to invest in low- and moderate-income communities where they operate.

The law does not prescribe any specific benchmarks or require that banks make high-
risk loans. Rather, it uses a system of periodic regulatory review to encourage banks
to work within their communities to expand services and promote development

by making institutional credit available in communities that have typically been
underserved financially.
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The regulatory agencies responsible for evaluating CRA compliance include the
Board of Governors of the Federal Reserve System (FRB), the Federal Deposit
Insurance Corporation (FDIC), and the Office of the Comptroller of the Currency
(OCC)

The CRA mandates that these agencies review a bank’s community investment record
every 3-5 years, as well as upon submission of any applications for new charters, new
branches, mergers, or other similar activities. These agencies provide advance notice
of bank evaluations in order to invite community input, and wh e evaluation
process is complete, the results are made available to the pu

thogens: Requires employee notification and training when
working wi otential bloodborne pathogens, and investigation of incidents of
i tact with bloodborne pathogens.

e Personal Protective Equipment (PPE): Requires assessment of potential for
employee injury, and the wearing of personal protective equipment to minimize
potential for injury.

 The Electrical Safety Training Program: Requires training for employees who
perform electrical service and maintenance.
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For more information on these OSHA standards, see the online Appendix to this
module. For complete details, visit www.osha.gov.

OSHA Inspections

OSHA employees, or state Safety and Health Compliance Officers, are authorized to
enter any workplace covered under OSHA regulations during regular hours.

e Inspect and investigate any facility, equipment, and record andated by the

regulations.

¢ Interview and observe personnel.

be the only individual interacting with the inspec
community manager, you, or a representatj
department.

OSHA Recordkeeping

re records.

Employees, Dis@mination, and OSHA
It is illegal to fire or discriminate against employees who complain to OSHA about
safety or health conditions.
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LABOR LAWS AND REGULATIONS

From the time a job description gets posted until the time an employee leaves their
position, the management company will be subject to a number of important laws
and regulations regarding that person’s employment.

Before an employee is hired, employers must follow laws that respect applicants’
privacy rights with regard to credit checks and background checks. Laws that
prohibit discrimination in hiring will effect what kinds of questiong can be asked in job
interviews, and what kinds of pre-employment tests can be re d. Once an offer
has been made, the employer must verify the applicant’s eli ity to gvork in the
United States.

Once a person is hired, the company will need to be in compli
Labor Standards Act, which covers the minimum i payroll

recordkeeping. The company will also have to en federal laws
mandating that employees be free of worklae

yee must be disciplined or terminated,
the company will have to be care at such actions are for serious, job-
related reasons, and not because

class.
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Section 5 - Residents

The financial performance of any multifamily property is dependent upon keeping
occupancy high, and for that you need residents.

To keep these important stakeholders on board, the CAPS needs to understand:

* How to provide an appealing and safe living environment.

* How to manage interactions with residents, both profe nally and legally.

Topics Covered:

e  Complying with the Fair H

residents using in multifamily communities. You must treat all applicants and
residents equally without regard to race, color, religion, sex, handicap, familial status,
national origin, or any other classification as defined by state or local fair housing laws.

Fair Housing Policies

Each community must have a fair housing policy that describes its fair housing
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practices, including any requirements relating to occupancy guidelines, income, and
credit and rental histories.

Additionally, some states, counties, and cities have housing laws that provide more
protection than federal laws, so communities will need to include these in their
policies, too.

All policies must be clearly displayed in the business office and yQu must ensure

training and re-training occurs for all staff members.

Examples of Discrimination under the Fair Housing Act:

e Directing a prospe fic unit, area of your property, or
ct’s protected class(es.)

with your company. Also provide refresher training on an annual basis (or more
frequently if needed.)
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e Establish screening protocols for occasions when potential Fair Housing
conflicts arise.

*  Monitor employee compliance with “mystery” shoppers.

e Consider hiring a third party screening company in order to eliminate the need
for your onsite staff to screen potential residents.

RENTING TO PERSONS WITH DISABILITIES

Under the Fair Housing Act, people with disabilities are pr | enjoyment of
housing.” That means they can ask for reasonable modificatio
to give them equal accessibility to all features and benefits of th

and its policies.
What is a Disability?

According to the Fair Housing Act, an as a disalility if he or she has a
mental or physical condition tha
These conditions include but are

e Physical, visual, he

« Alcoholism.

Mental ill

AIDS or AID

Re nedations

odations are defined as a change in the application of a policy or
ides the protected resident full use and enjoyment of the facility.

Reasonable acco
practice

Some examples of reasonable accommodations might include:

¢ Allowing an assistive animal to live in a community with a “no pets” policy.
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e Reminding a person with a developmental disability that the rent is due the
next day.

e Providing a sign language interpreter for meeting a resident who has
a hearing impairment.

HUD and the Justice Department have established significant rules regarding
reasonable accommodations. The rules govern how an owner may or may not require
documentation of the disability in order to be granted the accommodation. Your
company may have a template form for a reasonable accommog@®ion or modification
request, but HUD/DOJ rule that you cannot require its execuid@. They also state
that, while the owner may not be required to grant a parti odation as
the resident requests, the owner is required to enter into i ve process” to
identify and resolve the request.

Reasonable Modifications

it interior, property
nt full use and

Reasonable modifications are defined as a
exterior or common area in order to pro
enjoyment of the facility.

Some examples of reasonable m ght include:

e Installing a ramp.

Installing grab bar

housing provider can request before granting the modification request; when a
housing provider can deny a request or propose an alternative; what modifications
residents must pay to undo when they move; and when owners can require residents
to pre-pay restoration costs. It further clarifies the difference between reasonable
modification (a structural change to the premises) and a reasonable accommodation
(a change, exception, or adjustment to a rule, policy, practice or service.)
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This joint statement document can provide useful guidance when management is
faced with modification requests.

Note: Although design and construction requirements apply only to properties with
first occupancy after March 13, 1991, generally all apartment properties (pre- and
post-1991) must allow reasonable modifications.

If Your Multifamily Housing Was First Occupied After March 13, 199]...

Housing that consists of four or more units and was built for fi ccupancy
after March 13, 1991, must comply with the seven technical r rements for new
construction:

*  Wheelchair accessible entrances on an ac ible route.

* Accessible public and common use areg

e Usable doors.

units has no ele for first occupancy after March 13, 1991.
In properties wit ik dards apply to all the units—not just those

¥ for ensuring their site teams understand how to deal with
reasonable accommodations and modifications. Typically there
in place for handling such requests: the resident will fill out a

a final decision. In many cases, that person will be the CAPS.

Ensuring the site teams know how to handle this process is largely a matter of getting
them the necessary training, but there are also a number of ways the CAPS can
monitor site compliance on an ongoing basis.

*  Mystery shop reports: Reviewing these reports can give you a good sense
of whether your site teams know what to do when these situations present
themselves.
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e Spot check live calls: Listening in on live calls between your site team and
residents lets you observe them in action.

 Budget line items for reasonable accommodations and modifications: Some
companies keep track of these expenses as a separate line item. The CAPS
should monitor these expenses to ensure that they’re reasonable.

« Software tracking of modified and/or modifiable units: Some software packages
may allow you to track which units are accessible, have had modifications, or
are potentially modifiable.

ASSURING QUALITY HABITABILITY

*  Providing
systems.

d having it removed.

d safe common areas—Ilobbies, elevators, stairwells, and

Providing he safety of residents and guests.

e Add g potential environmental hazards.

e Controlling other nuisances that prevent residents from the “quiet enjoyment”
of the property such as excessive noise, insufficient ventilation, overcrowding,
drug dealing, and so on.

The degree of liability that can be incurred by your company will vary by locality.
Therefore, know the applicable city or county housing codes, be aware of state
statutes, and get legal advice on habitability as needed.
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Be Proactive

You can avoid many habitability issues—and give your residents the excellent
apartment community they deserve—by doing the following:

* Hire community managers who understand and share your energy and
enthusiasm for providing a quality living environment.

* Ensure that the maintenance-related policies are executed in a timely manner
and with quality.

* Provide the necessary maintenance personnel and fin al resgurces that will

maintain the goal of a quality living environment.

e Establish inspection checklists, and tour and inspect y
verify that quality maintenance standards are being met.
managers to do the same.

UNDERSTANDING ENVIRONMEL]

Environmental safety has become an ig e for quality
community habitability. The Environmeé lon Agency (EPA) is responsible
for the establishment and enforc pnmental protection standards, but

the Occupational Safety and Heal jon (OSHA) is involved as it relates
to workplace health and safety. In

certain environmental he Ing ordinances for public areas.

Both OSHA and the EPA r j owners to report and remediate
environmental h | governments may have additional
requirements. A i rvisor, you may be involved in overseeing

pipe wrapping, acoustical ceilings, floor tile, and caulking in
compounds.

enters a property through the water supply, building materials, and
soil beneath the building.

e Carbon monoxide emitted from combustion appliances such as gas stoves,
furnaces, dryers, and water heaters when these appliances are not properly
ventilated.

¢ Mold found in areas where water intrusion may have occurred and not been
correctly dried and repaired.
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The Asset Evaluation and Preservation module has more detailed information on
environmental hazards.

DETERRING CRIME
Coaching Safety-Focused Site Teams

As a CAPS, it is your responsibility to coach your community managers to implement
crime deterrence measures and keep residents aware of crime

Ensure that your site teams are taking all necess
such as the establishment of key control pr

idents Occur

ecaution, sometimes incidents occur, and when they do,
nsibility to be front and center. It will be your job to coordinate
er that means communicating with residents, coordinating with

Be sure your community managers understand how critical it is to contact you
when situations like this arise. Once law enforcement or other first responders have
been contacted, the community manager should contact you so that you can begin
coordinating your response as soon as possible.
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Coordinated communication is key during times like these. You want to make sure
your residents are adequately informed but not unnecessarily frightened, and you
want to make sure the media are talking to you or another media-trained professional
within the management company, and not a busy and stressed community manager.

ENTERING A RESIDENCE

In the course of maintaining a safe, habitable environment, members of your site
team will sometimes need to enter residences. You need to en that your onsite
team understands how to handle these interactions in a wa t is legally compliant
and professionally appropriate.

inspectors may need acce CAPS should coach their community
ese interactions.

ous situations, inspectors who were denied entry may return
d a police officer.

governmept or enforcement official who has a warrant, and that police officers
may dem ry without a warrant if they are in hot pursuit of a fleeing criminal or
for similar emergency situations.

Except in the event of an emergency, ensure your community managers always
consult you, risk management, counsel, or other company executives before
providing entry to officials.
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Denied Entry

If a site team member has a legitimate reason to enter an apartment (such as a
repair), has explained that reason repeatedly, and is met with an unreasonable refusal,
you may need to coach them on how to proceed.

Make sure your site team understands:

« They have a legal right to enter the apartment in these situ
 They should not use force to enter. Too many negative gs could happen.

« They should arrange for someone to accompany th

environment, but peopl i erstandings, conflicts, mistakes, and
accidents happen.

As a CAPS, you i aking sure that your site team is prepared to
handle these situ acy and with a familiarity with the laws that

a resident is injured or incurs damage to personal property. (An example might be
that a resident’s clothes are damaged by a dryer in a laundry owned by the property.)
Typically, the CAPS would involve the management company’s legal counsel to
negotiate a resolution to any damage or injury claim.

Settlement and Release Agreements are used to settle a claim that one party has
against another. They are designed to release one party from civil claims (though,

CAPS§ CLIENT SERVICES AND STAKEHOLDER RELATIONS (Updated Oct. 2018) 61
— Certified Apartment Portfolio Supervisor Participant Guide



they do not release that party from criminal claims). In a Settlement and Release
Agreement, the “Releasing” party gives up all claims and rights, whether known or
unknown, held against the other party in exchange for a monetary payment or other
compensation. These agreements are also used by insurance carriers to settle claims
for things like slip falls or other minor injuries that a resident or a resident’s guest
might sustain on the property.

Any situation requiring a settlement and release agreement must involve CAPS
oversight. The community manager should never handle these s of situations on

Giving in to the resident’s demands i ¥ I with the problem sets
a bad precedent. They may learn way to get what they want is to
contact you, and you may find y such calls even more frequently. In
addition, you run the risk of unde ority of your community manager.
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Section 6 - Communities and Municipalities

Multifamily apartment properties and the communities that surround them enjoy a
mutually beneficial relationship.

The multifamily property provides needed rental housing, neighborhood revitalization,
and economic opportunities for residents, investors, and local businesses.

In turn, the community provides development incentives, fire a
schools, and other services your residents need.

lice protection,

Cultivating a positive relationship with the communities in
situated can make life easier for you and your residents, as we endly
environment for future development.

Topics Covered:

e Multifamily Contributions to the 4
e Community Contributions t

e Cultivating a Relationship

MULTIFAMILY CO

The multifamily housing in
Multifamily pro &S contrib
local levels—in s .

THE COMMUNITY

re than just provide rental housing.
rger community—on both the national and

tifamily is a major force in the U.S. economy, with
of renters having tremendous buying power that generates
or state and local economies annually through jobs
dollars renters spent in their local communities.

Neighborh revitalization: Multifamily plays a key social role in transforming
A i ies, suburbs, and blighted neighborhoods. Apartment owners and
developers are significant community partners with municipalities in many
areas of the country, helping to convert once impoverished neighborhoods into
thriving centers.

 Environmental responsibility: Multifamily is at the forefront of sustainable living
initiatives. By definition, apartments represent more compact living and thus
use space more efficiently. The apartment industry is seeking ways to minimize
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the use of nonrenewable energy, reduce pollution, and leave the world a better
place for the next generation.

e Specialized housing: Multifamily has responded to the requirements of very
specific market segments of the population, providing specialized housing
for unique renter groups, such as seniors, military families, and students. The
industry carefully watches the trends of its target demographics and anticipates
their needs, offering housing that is better-built and better-suited to meet the
preferences of a diverse audience.

* |nvestment vehicle: Multifamily is an investment vehicl at often generates
better yields when compared to other financial inst ives,
delivering excellent returns, tax benefits, and value ¢ i
ownership goals and objectives.

managers, developers, and fina
matters to ensure the indus o€ s the needs of the general public.

COMMUNITY CONTRIBUTI

In turn, communities an aliti port multifamily properties
in critical ways:

tax incentiY@s, COMmRLLNIti d governments at all levels regularly invest in
multifamily

ergency services: Because of their increased population
ies with multifamily properties may have to spend more on
Wd emergency services.

school system, which could strain resources.

e Utilities: Communities deliver utilities to multifamily properties, and the density
of such properties can impact water runoff, water pressure, waste disposal and,
ultimately, rates for services.

e Multifamily zoning: In most cases, developers of multifamily properties rely on
local governments to approve certain areas for such developments. Without
support for multifamily-friendly zoning, it can be difficult to meet the needs of
the renting public.
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CULTIVATING A RELATIONSHIP WITH THE COMMUNITY

Because communities and multifamily properties depend upon each other,
it’s important that you cultivate your property’s reputation as a good neighbor.
You can do this by:

*  Working with local law enforcement on crime and safety issues.

e Getting involved in community events.

* Implementing “green” initiatives to reduce waste and erve resources.

* Developing mutually beneficial relationships with lo i es, such as cross
marketing, or providing discounts to their employees.

e  Complying with local, state, and federal la
 Developing and maintaining a good rg

* Keeping in touch with your local ate east of legal and

development in that area re. You want to make sure the impression

you’re making is ood one.

CAPS§ CLIENT SERVICES AND STAKEHOLDER RELATIONS (Updated Oct. 2018) 65
— Certified Apartment Portfolio Supervisor Participant Guide



Section 7 - Other Stakeholders

In addition to the primary stakeholders already mentioned, certain special property
types will have unique stakeholders.

Mixed use properties that combine residential, retail, and office spaces, as well as
special residence types (age restricted, military, student) will have additional interested

parties with highly specialized interests.

Topics Covered:

* Mixed Use Properties.

e Special Property Types.

MIXED USE PROPERTIES

Mixed use properties contain varioys p
and office, within the same devel

es, such as residential, retail,
within the same building). These

developments are often found in u inner suburban locations.

Since each of these use i i i s, it is common for the ownership
ate. This can result in complex ownership,
easement, and s i s to the number of stakeholders the CAPS

retail and office tenants.
e Customers of retail and office tenants.
e Operational issues arising from shared uses.

* Additional laws and regulations governing certain business types.
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For example, if you manage an apartment building with a restaurant on the first

floor, you may need to consider more than just your residents’ needs when it comes
to utilizing available parking. You may also need to work with local public health
departments who need access to your building to conduct inspections. In addition, if
the retail portion of the property is owned or managed by another party, you will need
to work with them on a shared use plan that is workable for both parties.

SPECIAL PROPERTY TYPES

Special property types—such as student, military, and age r ing—present
both unique stakeholders and highly specialized interests
mentioned.

Student

Student housing has become an increasi

“connected” environment in are
properties is unique in that rents
bedroom rather than by the unit. P
lease. Lenders’ underw idelin
conventional communities:.

Military

Like stu i tary h8using is another very specialized segment of the
unities with large installations can provide a very stable

t of rent officers and enlisted personnel can afford is very
jlitary community has an assigned basic allowance for housing
ntially a monthly stipend. Personnel living off-post receive the
ough, they are not required to spend it solely on housing.)

(BAH), which is
monthly

Military housing can present special challenges, as well. Soldiers deployed must

be released from their lease without penalty, so deployments can result in a mass
exodus of residents causing the market occupancy rate to be suppressed for
extended periods of time. Downsizing or closing of a base can permanently impact
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the local market. Additionally, rules about how different ranks of military personnel
are assigned housing and the specific preferences to which community managers
must adhere may be in conflict with Fair Housing requirements. However, those
preferences are mandated by the Department of Defense.

Age Restricted

These communities, also known as active adult communities, are glefined by the

Department of Housing and Urban Development as propertie t have a minimum

Note: While the Fair Housing Act is designed jscrimination based
on race, color, religion, national origin, dig status, many state
and local housing discrimination laws, and sexual orientation.
Even in those locations with protegtion age, age restricted communities

CONCLUSION

The CAPS does poerate in um. Many people and entities impact the way
you do your job. i ent set of requirements that all need the your
attention. It’si ' tand the role each stakeholder plays in the success
of the

lefder and do so in the context of abiding by all applicable laws

and regulations the guidance provided in the Management Agreement.

Employees e field implement your directives and look to you for guidance.
And - residents have an expectation that they will be able to enjoy their homes and
that their specific needs will be met by the onsite staff.

All of your job responsibilities must also be guided by high ethical standards.
All of the stakeholders with whom you interact expect that of you.
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Notes

S
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