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Proactive Approach 
to LIHTC issues
Risk Based Approach

More Robust Asset Management

Integration in our Data Management System

Informing Front-End Policy & Funding Decisions



Factors that Shaped KHC’s Approach

• Trimmed staff & reluctant to add new positions.

• Growing & aging portfolio. 

• Need to address preservation and troubled 
properties.

• Desire to inform up-front policy & funding 
decisions to prevent troubled properties.

• ADMS & TDCS software & in-house developers.



2 Software Systems
Make Our New Approach Possible

ADMS
TDCS



Authority Data Management System



ADMS is now start-to-finish 
project workflow, data, and 

document management system.
LIHTC Application Process

Construction Monitoring & Completion

Ongoing Compliance Monitoring

Ongoing Asset Management



Tenant Data Certification System

Collects info on 
tenants, rent 
rolls, UA, HH size, 
date for income 
recertification, 
etc.



KHC’S APPROACH TO 

LIHTC COMPLIANCE



Multifamily Compliance Scoring for Reviews
Programmatic 

Issues
Physicals/Health/ 

Safety Issues
Project 

Changes
Vacancy

AM Score 
+ Loan Status

(0) Open 8823 or State 
(KHC) Issues 

(0) REAC >60

(0) New owner/mgt. 
co. w/no experience  & 
unwilling to cooperate 

with KHC.

(0) > 30% vacancy loss 
for current review year

(0) Impact Score of D-
or less

(5) Workout/Plan of 
Action or Forwarded to 

legal.

(5)  Health and Safety 
(Life Threatening) 

Issue.

(5) New owner/mgt. 
co. w/no experience

(5) < 30% vacancy loss 
for current review year

(5) Loan Status in 
Default.

(10) 4 or more 
Programmatic 

Findings. (recerts, over 
income, etc)

(10) Over 30% of units 
have major physical 

issues.

(10) New owner/mgt. 
co. w/minimal 

experience in all 
funding sources.

(10) < 20% vacancy 
loss for current review 

year

(10) Loan Status in 
Default with workout 

plan.

(15) 3 or fewer 
Programmatic 

Findings.

(15) 30% or less of 
units have physical 

issues.

(15) New owner/mgt. 
co. with existing 

projects in the KHC 
portfolio.

(15) < 10% vacancy 
loss in current review 

year

(15) < 3 delinquent 
payments in past 24 

months

(20) No Programmatic 
Findings:

(20) No Physical or 
Health/Safety Issues.

(20) No change in 
owner/mgt. co. 

(20) < 5% vacancy for 
current review year

(20) Current Loan 
Status with no 

delinquents or NA



Multifamily Compliance Scoring 
Score Rating Review Rotation

91-100 Excellent 3 to 5 Year Review

81-90 Good 3 to 5 Year Review

76-80 Satisfactory 2-3 Year Review

66-75 Danger Annual Review

65 or below Fail
Annual Review and/or 

Refer to Legal



Annual Compliance Review Plan

1. Use scores to see which projects are on the 
coming year’s rotation. 

2. Desk vs. On site? (is inspection required?)

3. Staff discussion – real on-the-ground 
knowledge (i.e. a new manager needing help).

4. Assign out reviews monthly and quarterly.



Authority Data Management System







ADMS-
automates a 
Compliance 
Monitoring 
Workbook



Automated Compliance Workbook

1. Eliminated most manual data input previously required.

2. Cut prep time for monitoring by 50%!

3. Workbook is generated via ADMS & TDCS

4. Staff download workbook into a Google Doc OR work 

online via ADMS.

5. Finished workbook syncs back to ADMS.

6. 1st year reviews tougher because mgt. co. might not 

have entered into TDCS (or entered correctly).



ADMS-
automated 
Compliance 
Monitoring 
Workbook



ADMS-
automated 
Compliance 
Monitoring 
Workbook



ADMS-
automated 
Compliance 
Monitoring 
Workbook



ADMS-
automated 
Compliance 
Monitoring 
Workbook



Proactive Compliance TA

• When property ownership changes:

– Asset Managers alert Compliance Staff

– Compliance will then add to next year’s rotation

– Also offer to do a TA visit to inform them about 
what they’ve gotten themselves into

• Compliance staff also reser



KHC’S APPROACH TO 

ASSET MANAGEMENT



Building Out KHC’s Asset Management

KHC worked with an AM consultant in 2015:

1. Developed AM policies and procedures. 

2. Risk-based approach with each staff having a 
portfolio of projects.

3. Annual Impact Reviews rendering a risk rating.

4. Delegation of decision making authority.

5. Establishment of an Asset Management 
Committee that meets quarterly.



Building Out KHC’s Asset Management

• AM Committee

• Delegation to decisions

• Portfolio review

• ADMS/TDCS trends



Asset Mgt Impact Review Scoring 
• Loan Payments/Foreclosure Risk
• DCR
• Vacancy
• Inspection issues (low REAC)
• Projected vs Actual

– Income
– Cash Flow
– Operating Expenses



Asset Mgt Impact Review Scoring 
Score Risk Rating

A Pass

B Pass/Watch

C Special Mention

D+ Substandard, Foreclosure not probable

D Substandard, Foreclosure a significant risk > 5 years out

D- Substandard, Foreclosure a significant risk< 5 years 

E Doubtful, foreclosure probable within 1 year 

F Foreclosure or Deed in Lieu process underway



Authority Data Management System



Income 
Trending



Cash Flow 
Trending



Economic 
Vacancy



DCR



OpEx
Trending



OpEx
Trending



OpEx
Trending



Portfolio Reviews



Examples of Coordination

• AM Committee meets quarterly

• AM Committee approves owner changes 
contingent upon TA sessions with Compliance 
Staff.

• Portfolio Reports for AM Committee & for up-
front LIHTC decision process



Next Steps & Aspirations

• Portfolio Assessment

• Multiple underwriting standards based on real #s 
seen by AM (historic adaptive reuse)

• Early alerts and interventions when property 
starts to go off-trend.

• Analysis of properties/portfolios that do better 
than projected. 



Key Ingredients

• ADMS software & in house developers

• Executive-level approval & support

– To shift to risk-based approach.

– To value compliance & asset management.

– To bring in AM consultant.

– To get IT staff to commit time on development for 
Compliance & Asset Management.



Thank You

Wendy K. Smith
Deputy Executive Director, 

Housing Programs

Kentucky Housing Corporation

502-564-7630 x126

wsmith@kyhousing.org 

Phyllis Clem
Manager, Multifamily Asset 
Compliance
pclem@kyhousing.org 

Matthew Mulberry
Portfolio Administrator, Asset 

Management

mmulberry@kyhousing.org


