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SUMMARY

WHAT WE DID

We conducted an audit of the Palm Beach
County (County) Workforce Housing
Program (WHP) at Wellington Club
Apartments (Wellington Club). The Master
Declaration of Restrictive Covenants for
Workforce Housing in Accordance with the
Palm Beach County Workforce Housing
Program (Restrictive Covenant), dated
June 30, 2011, between the County and
the declarant!, Woodwind 2007, LLC, runs
with the land and binds the Owner and all
successors and assigns to provide and
maintain designated Workforce Housing
Units within Wellington Club
development.? This audit was performed
as part of the Office of Inspector General,
Palm Beach County (OIG) 2023 Audit
Plan.

Our audit focused on Wellington Club
WHP related activities, transactions, and
events from January 1, 2018 to June 30,
2023.

WHAT WE FOUND

We found that the sample of renters we
tested at the Wellington Club who were
eligible for the WHP were overcharged a
total of $32,876.82.2 The County identified
some of the overcharges, and the Owner’s
property manager issued credits to the
renters, reducing the total overpayments
by renters to $22,042.16. (See Exhibit 1)

The County’s monitoring of the Wellington
Club from 2018 through June 30, 2021
was not sufficient to identify instances
where WHP households paid rental rates
in excess of the established WHP rental
rate limits. Additionally, the County and the
Owner’s property managers did not always
follow the Restrictive  Covenant's
requirements. From 2018 forward, the
County gradually enhanced its monitoring
activities and guidance to the Owner’s
property managers each year as it
identified deficiencies in the lease
addendum, annual reporting processes
outlined in the Restrictive Covenant, and
trends in the noncompliance by the
Owner's  property  managers that
contributed to the overpayments by WHP

' The declarant shall be deemed to be the Owner until such time as declarant conveys fee title to another Owner.

2 The Restrictive Covenant was between the County and the Owner of the Wellington Club Apartments property (not
including a lender, mortgage holder, or party acquiring the property through foreclosure). The Owner contracted with
two (2) property managers who managed the leasing of Wellington Club Apartments during the period of our audit--

Weller Management, LLC and RPM Living, LLC.

3 Excludes overpayments identified that totaled less than $100.
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residents. The County worked with the
current property manager to issue refunds

to WHP households that overpaid;
however, we identified additional
overpayments that have not been

refunded. (See Exhibit 1)

The Owner_ did not ensure that its
property managers always charged the
applicable WHP_rental rate and/or
properly applied utility charges and
credits, and the County lacked
sufficient monitoring to identify the
noncompliance.

We found that 19 of the 39 (49%) WHP
sample residents we tested paid rental
amounts in excess of the amounts
established by the WHP. (See Exhibit 1)

The County was not aware that the rent
paid by some WHP residents was higher
than the established WHP limits or that
utility credits were not properly applied
because the lease addenda and annual
reports, which the Restrictive Covenant
established as the main mechanisms by
which the County monitored compliance
with the WHP, included inaccurate
information, did not provide sufficient
information to determine compliance, or
was provided late or not at all (in the case
of lease addenda, see Finding 2).

Additionally, the personnel we met with
from the Owner’s property manager, RPM,
was not aware of the Restrictive Covenant.
And the County informed us that property
manager personnel for the WHP overall
indicated they were not clear about what
fees were considered a “utility” and that all
mandatory fees and charges should be
included when computing the WHP rent
amount.

In 2021, the County performed a more in-
depth compliance review from July 2020

forward and requested that property
managers adjust rents to comply with the
WHP and issue credits to the WHP
residents for rent charged in excess of the
established WHP rental rates. We verified
that the current property manager issued
credits to WHP residents starting in
January 2022 and continuing through July
2023 based on the County’s calculation of
the overpayments. However, we identified
additional overpayments that have not
been refunded. (See Exhibit 1)

Following the 2021 review, the County
enhanced the 2022 annual report to
require the property managers to disclose
mandatory fees included in the WHP rental
rate, which led to overpayments in the
prior year, as well as provided WHP rent
calculation guidance to the property
manager to help mitigate the risk of
overpayments for new WHP residents.

Corrective Action

During the audit, on November 17, 2023,
the County provided current property
manager with additional guidance for
calculating the maximum allowable rent

The current Owner’'s property
manager, RPM, maintains that
utility credits were not applied to
the WHP units as RPM was not
initially billing residents for water
services.

The County maintains that it was
their understanding that the utility
allowance was included in the
lease agreement rent amount.

However, we were not provided
documentation indicating that the
utility allowance was included in
the lease agreement rent amount.
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under the WHP in the form of a WHP Rent
Calculation Worksheet.

The County and Owner’s property
managers did not always follow the
Restrictive Covenant with respect to
WHP __ eligibility, lease restriction
lanquage, and lease addenda.

The property managers did not retain a
lease addendum? for one (1) WHP record,
and documentation of the household's
eligibility (income support) showed that the
household was not eligible for a WHP unit
because the household income exceeded
the maximum WHP income ranges.® We
could not verify that the three (3) remaining
WHP records were eligible for the WHP
because the property manager could not
locate the residents’ files.

We found that property managers
provided 31 lease addenda to the County
after the due date in the Restrictive
Covenant, and 18 were never provided to
the County. Additionally, when lease
addenda were provided to the County, in
eight (8) instances, the County did not
notify the property manager when it was
insufficient in the timeframe required by
the Restrictive Covenant.

We found the lease agreements for WHP
households did not contain language
required by the Restrictive Covenant.

Corrective Action

During the audit, the County implemented
a process whereby the County notifies the
property manager of any noncompliant

lease addenda within three (3) business
days of receipt and maintains a perpetual
tracking log of the property's lease
addenda for more real-time monitoring, in
lieu of the property manager preparing an
annual report at the end of the compliance
period. The Restrictive Covenant was
amended to reflect this change.

The County did not always follow the
Restrictive Covenant related to the
annual _report, and the Owner’s
property managers did not always
provide complete information in_the
annual reports.

We found that both of the Owner’s property
managers did not submit annual reports by
the Restrictive Covenant due date of May
1 because the County standardized the
annual report period to July 1 - June 30
across all active WHP rental projects in
2018 and did not amend the Restrictive
Covenant for the change.

In addition, the annual reports submitted
by the Owner’s property managers did not
provide the names of all of the residents
occupying the WHP unit in compliance
with the Restrictive Covenant because the
County’s Annual Report forms indicated
that either the “Household Name” or the
“Leaseholder Name” be provided.”

Corrective Action

During the audit, the County and Owner
amended the Restrictive Covenant to
eliminate the requirement of an annual
report and implemented a perpetual WHP
tracking and monitoring tool.

4 The lease addendum was the record used by the property manager to certify that a household was eligible for the
WHP. The Restrictive Covenant stated, “This document shall contain the rented unit number, the names of all residents,
total income for all residents within the unit and the income category they fall within.”

5 This household, which resided in two different units during the period of our audit, was tested as two separate WHP
records. Only one (1) of the household’s two (2) WHP records was not eligible, which was the period 11/7/2015 —

10/8/2018.
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WHAT WE RECOMMEND

Our report contains three (3) findings and
ten (10) recommendations.
Implementation of the recommendations
will assist the County in strengthening
internal controls and help ensure
compliance with the WHP requirements.

Additionally, given the expected increase
in the number of WHP projects that the
County expects to oversee and the limited
personnel in the County’s Planning
Division, we suggest that the County
consider automating the collection,
retention, and monitoring processes
associated with the WHP certification and
related information via an online system.
Such a system could also provide the
County with enhanced reporting and
analysis capabilities. We further
recommend that the County consider
charging a monitoring fee in future WHP
Restrictive Covenants to recover costs

associated with overseeing the WHP.

The County accepted recommendations 2
through 9, partially accepted
recommendation 1, and did not accept
recommendation 10. We have included
the County’s management response as
Attachment 1.

Pursuant to Article Xlll, Section 2-427 of
the Palm Beach County Code, we
provided the Owner, Woodwind 2007,
LLC; the Owner's former property
manager, Bryten Real Estate Partners
(formerly Weller Management, LLC); and
the Owner’s current property manager,
RPM Living, LLC with the opportunity to
submit a written explanation or rebuttal to
the Audit Report findings within twenty (20)
calendar days. We have included RPM
Living, LLC’s written response as
Attachment 2. We did not receive any
responses from Woodwind 2007, LLC or
Bryten Real Estate Partners.
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BACKGROUND

In Palm Beach County, the WHP is implemented by the Planning,
Zoning and Building Department’s Planning division. The PBC
Department of Planning, Zoning and Building is comprised of five
(5) divisions: Administration, Building, Code Compliance (which
includes the Contractor Regulations section), Planning, and
Zoning. The Planning Division provides support for environmental
sustainability initiatives, workforce housing, intergovernmental
issues, transportation issues, and the protection of PBC's historic
resources.

Workforce Housing Program

The Planning Division’s WHP, established in the County’s Comprehensive Plan, is
intended to increase housing opportunities for persons employed in Palm Beach County
jobs that help to keep the community viable. The WHP applies to all developments with
a residential component of (ten) 10 or more units in the Urban/Suburban Tier of the
unincorporated Palm Beach County, and in other areas where required by a project's
condition of approval. Workforce Housing units are provided as either for-sale units or
rentals, and generally target households having 60% to 140% of Area Median Income.

Year Area Median Income

2018 $74,300.00
2019 $75,400.00
2020 $79,100.00
2021 $80,200.00
2022 $90,300.00
2023 $98,300.00
2024 $104,000.00

Wellington Club Apartments

Wellington Club Apartments was the County’s first WHP project. Following the Board of
County Commissioners’ (Board) approval on February 25, 2009 of an amendment to the
master plan increasing the number of dwelling units and requiring a restrictive covenant
guaranteeing 156 WHP units, Woodwind 2007, LLC (Owner) entered into a Contract for
the Sale and Purchase of Development Rights with the County on March 30, 2009. Under
the contract, the Owner acquired 109 development rights units from the County’s Transfer

Page 5 of 61



OFFICE OF INSPECTOR GENERAL 2026-A-0002

of Development Rights (TDR)® bank at a reduced price of $1.00 per unit,” for a total
purchase price of $109.00.8 The Owner and County entered into the Restrictive Covenant
on June 30, 2011 for 154 WHP units. The 2-unit difference is a result of a transfer of 2
units to another project. The Woodwind property was developed into an apartment
building complex called Wellington Club, which was completed on October 5, 2012.

Wellington Club Apartments is located at the northeast corner of Woodwind Lane and
State Road 7. Wellington Club Apartments has a total of 204 apartment units consisting
of one, two, and three-bedroom apartments.

There were two (2) property managers that managed the leasing of Wellington Club
Apartments on behalf of the Owner during the period of our audit. From January 2018
through November 2021, Weller Management, LLC® (Weller) managed the leasing of all
units including the WHP units, and from November 2021 through October 31, 2023, RPM
Living, LLC (RPM) managed the leasing of all units including the WHP units. When the
property managers transitioned in November 2021, Weller provided all financial records
and contracts in place for the property to RPM, and any records retained at the Wellington
Club property remained at that site.

Restrictive Covenant
The Restrictive Covenant, dated June 30, 2011, has a term or compliance period of 30
years from the date of the issuance of the certificate of occupancy for each building.

The Restrictive Covenant requires 154 total Workforce Housing units that are allocated
amongst the following four income ranges:

e Low Category (>60% - 80%) — 39 units,

e Moderate 1 (>80% - 100%) — 39 units,

e Moderate 2 (>100% - 120%) — 39 units, and

e Middle (>120% - 140%) — 37 units.

The Restrictive Covenant also specifies the WHP requirements, such as household
income categories eligible for the WHP, rental prices'® and utility credits for WHP units,

6 TDRs are a means of transferring the development potential of property from an area to another as a means of
furthering specific goals, such as conservation of environmentally sensitive lands, and coastal redevelopment and
revitalization efforts. For information on the County’s TDR program, see
https://discover.pbc.gov/pzb/planning/Projects-Programs/TDRProgram.aspx

7 The regular TDR unit price was $50,000 for fiscal year, October 1, 2007 — September 30, 2008.

8 The Board reviewed a Development Order Amendment (DOA) for the Woodwind PUD. The 36.34-acre site was
previously approved by the Board of County Commissioners on September 22, 2005, for a 67 unit single-family
development with 5.87-acres lake tracts, .62-acre recreation area, and .72-acre private civic parcel. The Owner
requested to reconfigure the site plan, to change the type of dwellings to multi-family, and to increase the number of
dwelling units. The applicant proposed a total of 202 multi-family units, of which 156 units was for workforce housing
and 46 units for market rate units. The applicant is requested to designate this development as the receiving area for
the Transfer of Development Rights (TDR’s) for 109 units and requested to purchase the TDR’s for a reduced price of
$1.00.

9 In April 2024, Weller Management, LLC merged with MEB Management Services to become Bryten Real Estate
Partners.

0 The County issued annual WHP Rent and Income Schedules, which outlined the allowable rent ranges for each
income category.
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required documentation and annual reporting for WHP units, and monitoring of the WHP
by the County.

The Restrictive Covenant states that in the event the Wellington Club Apartments are
sold prior to the expiration of the 30-year term, the new owner assumes the requirement
for the number of remaining years as of the date of sale.

We conducted this audit in response to a management request from the County. The
project was added to the FY 2023 Annual Audit Plan under the “Management Requests”
category.

OBJECTIVES, SCOPE, AND METHODOLOGY

The overall objectives of the audit were to determine whether:
e Wellington Club WHP requirements were met and agreed upon deliverables were
received and
e Internal controls were adequate related to administration of the Wellington Club
WHP.

The initial audit scope included, but was not limited to, Wellington Club WHP-related
activities, transactions, and events from January 1, 2018 to June 30, 2023.

The audit methodology included but was not limited to:
e Completion of a data reliability and integrity assessment of related computer
systems;
e Review of ordinances, policies, procedure, contracts, agreements, and related
requirements;
Completion of process walk-throughs;
Review of internal controls related to the Wellington Club WHP.
Interview of appropriate personnel;
Review of records, logs, and reports; and
Detailed testing of selected Wellington Club WHP-related activities, transactions,
and events.

As part of the audit, we completed a data reliability and integrity assessment for the
property management computer system used by Weller Management and RPM Living for
recording lease information, rents and fees charged, deposits, payments, and
adjustments. We determined that the computer-processed data contained in the property
management system was sufficiently reliable for the purposes of the audit.

This audit was conducted in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and conclusions
based on our audit objectives. We believe that the evidence obtained provides a
reasonable basis for our findings and conclusions based on our audit objectives.
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FINDINGS AND RECOMMENDATIONS

Finding (1): The Owner did not ensure that its property managers always charged
the applicable WHP rental rate and/or properly applied utility charges and credits,
and the County lacked sufficient monitoring to identify the noncompliance.

The Restrictive Covenant states,

1. Definitions: In this Covenant, the following words and phrases
shall have the meaning indicated, unless the context requires otherwise.

. “Rental Floor” means price established for each unit type
within each income category. This shall serve as the minimum price point
the owner would be required to charge rents throughout the term of this
Covenant. [Emphasis added]

2. Occupancy: A Required Workforce Housing Unit in the
Development subject to this Covenant shall be leased only to an Eligible
Household during the Compliance Period.

Rent ranges for Required Workforce Housing Units in each of the four targeted
income ranges (Low (60-80%), Moderate 1 (80-100%), Moderate 2 (100-120%)
and Middle (120-140%) shall be based upon the annual “Florida Housing
Finance Corporation Family Rental Programs schedule published annually
by Florida Housing Finance Corporation, and shall take into account the
number of bedrooms contained in each Required Workforce Housing Unit. Owner
shall provide each Resident with a utility credit equal to $50.00 per month for
one (1) and two (2) bedroom units and $75.00 for three (3) bedroom units.
When one or more utility cost(s) are included within the WHP rent price, and
reasonable, reliable and verifiable documentation is provided that indicates
the total utility cost included within the WHP rent price meets or exceeds the
stated utility allowance cost, then the utility allowance requirement would be
waived. If the information provided constitutes an amount less than the
prescribed utility allowance, the value may be applied against the utility
allowance and the remaining balance shall be credited to the WHP resident.
For purposes of this provision utilities shall include, but not be limited to,
water, sewer, gas and electric. Owner shall have the right during the term of
the Compliance Period to set rents for the Property for each of the four (4)
income categories anywhere between the low and top end rent ranges for
that year based on the household income and bedroom count requirements
as provided for in this Covenant. Florida Housing Finance Corporation Maximum
Rents do not address the 100% Rent category. To resolve any issues created by
this the parties agree to base this Rent calculation on the following formula which
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is used herein below for illustrative purposes only but is based on actual 2010
numbers and shall be adjusted annually in accordance with the provisions
contained in this Covenant. [Emphasis added]

Rental Floor: A monthly floor on rents shall be established as follows

Income % 1B 2B 3B

60-80% $ 826 $ 991 $1,145
80-100% $1,101 $1,321 $1,526
100-120% $1,377 $1,652 $1,908
120-140% $1,653 $1,983 $2,290

Notwithstanding anything else contained in this Covenant, if any mandated rent
amendments necessitate a decrease in rents and rents fall below the established
Rental Floor provided above, rents are not required to re-set below the established
Rental Floor. The Owner shall have the right at its discretion to set rents anywhere
in the annually established rental range it deems appropriate.

In the event the Florida Housing Finance Corporation Family Rental Program
information is no longer published the parties agree to work collectively to indentify
{sic} an alternative source for publishing this information. Such alternative
source shall use a similar formula currently used by Florida Housing Finance
Corporation. [Emphasis added]

12. Enforcement: The County, its successors or assigns, in the event
of the occupancy or vacancy of any Required Workforce Housing Unit in violation
of the provisions hereof, shall be entitled to seek any relief available including,
but not limited to, specific performance of the provisions hereof, injunctive
relief, rescission of any unauthorized sale or lease, tolling of the time of the
running time under the term of this covenant and the Palm Beach County
code enforcement process. The Monitoring Entity shall have the right to inspect
and monitor the use of the Required Workforce Housing Units to insure compliance
with this Covenant. In any action required to enforce the provisions of this
Covenant, each party shall be responsible for their own attorneys’ fees and other
costs of bringing the action. [Emphasis added]
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We reviewed the annual reports for each compliance period ending between January 1,
2018 and June 30, 2023 to identify the WHP participants. From the 399'" unique WHP
participants identified, we selected a sample of 39 residents (40 sample WHP records).'?

Our sample was selected to include WHP records for employees of the property
managers, the households identified in the December 2022 Palm Beach Post article,’
and a non-statistical random sample from the remaining WHP records.

Two (2) of the 40 sample WHP records we selected had an additional lease addendum
on file that was applicable to a different, later time frame than the initial lease addendum
filed with the County. We tested the records related to these lease addenda as separate
sample items, for a total of 42'* WHP records.

We reviewed the lease agreements, resident ledgers, lease addenda, and the related
documentation of eligibility (income support) for the 42 WHP records to determine if
e The Owner through the property manager charged rental rates within the
applicable workforce housing rental range based on verified income;
¢ The Owner through the property manager properly applied utility charges and
credits; and
¢ Rental rates and utility charges specified on the resident’s lease agreement
agreed to the lease addendum.

Summary of WHP Sample

Lease
WHP Sample Sample Addendum
Record Record Resident Records
Record Type Count Count Count Tested
Property Manager
Employee 515 2 2 2
Newspaper Atrticle 4 412 3 5
Random Selection 390 34 34 35
Total 399 40 39 4214

1 450 total residents — 51 filtered for (“Vacant”, “Vacant/Model”, “See row”, “NA")

2 One (1) of the 40 sample WHP records selected, which was a household reported in the December 2022 Palm Beach
Post article, resided in two (2) different units at the Wellington Club Apartments and was counted as two (2) records for
audit purposes.

13 https://www.palmbeachpost.com/story/news/local/2022/12/12/workforce-housing-large-palm-beach-county-site-
overcharged-tenants/10756539002/

4 51 lease addenda - 8 additional lease addenda had a similar date but the annual income differed so the selected
lease addendum used was based on verified income if there was a difference in the WHP income category. — 1
additional lease addendum had a different and later time frame for which no lease agreements were entered after the
lease addendum'’s date of occupancy = 42 WHP records

5 One employee had a change in surname.
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WHP Rental Ranges

We found the property managers charged rental rates that were within the applicable
WHP rental ranges to 23 of the 42 (55%) WHP records that we tested. The property
managers charged rental rates in excess of the applicable WHP rental ranges to fourteen
(14) WHP records (33%). We could not determine if the correct WHP rental rate was
charged to five (5) WHP records (12%) because the tenant ledger was not available to
the current property manager, RPM.

Of the fourteen (14) WHP records overcharged, the County properly notified the property
manager of the incorrect rental rate for nine (9) WHP records (64%). In the remaining five
(5) instances, the County either made a calculation error in its review of the annual report,
or the County was not aware that the household was overcharged because the property
manager did not provide the lease addendum and the overcharge occurred prior to the
County reviewing annual reports for compliance in 2020.

Of the nine (9) instances where the County notified the property manager that the
incorrect rate was being charged, the property manager issued a full credit to the WHP
household in two (2) instances. In six (6) instances the property manager issued a credit,
but we calculated an additional credit is due to the WHP household. The property
manager did not issue a credit to the WHP household in one (1) instance because the
resident vacated the unit prior to the County reviewing annual reports for compliance.

Utility Charges and Credits

We found the property managers properly applied utility charges and credits to fourteen
(14) of 42 (33%) WHP records that we tested (9 — RPM WHP records, 5 Weller WHP
records). For 23 of 42 (55%) WHP records, the property managers did not properly apply
the utility charges and credits (4 — RPM WHP records, 19 - Weller WHP records).

We could not determine whether the utility charges and credits were properly applied for
five (5) WHP records (12%), because the tenant ledger was not available to the current
property manager, RPM.

Of the 23 WHP records where the property manager did not properly apply the utility
charges and credits, the County properly notified the property manager for eight (8) WHP
records (35%). In five (5) instances, the amount overpaid by the WHP household was
less than $10, or the County was not aware that the household overpaid because the
error occurred prior to the County reviewing annual reports for compliance in 2020. In the
remaining ten (10) instances, the County determined that the utility charges and credits
were properly applied based on the County’s understanding that the utility allowance was
included in the rent or that any excess costs beyond the utility allowance were
appropriately charged to the WHP resident. However, charging excess utility costs to the
WHP resident conflicts with the terms of the Restrictive Covenant.

Of the eight (8) instances where the County notified the property manager that the utility
charges and credits were not applied properly, the property manager issued a full credit
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to the WHP household in three (3) instances. In five (5) instances the property manager
issued a credit, but we calculated an additional credit is due to the WHP household.

See Exhibit 1 for a schedule of the WHP household overpayments and related causes by
WHP resident.

The Restrictive Covenant established the lease addendum and the annual report as the
main mechanisms by which the County was to monitor the eligibility of households in the
WHP and the Owner’s compliance with the rent and utility credit requirements. The lease
addendum form included the unit number, number of bedrooms, monthly rent, each
resident’'s name and annual income, the WHP income category, and date of occupancy.

We found that the monthly rent specified on the lease addendum did not always match
the resident's lease agreement, in most cases because a mandatory trash fee charged
by the property manager was excluded from the lease addendum rent amount.
Additionally, the lease addendum form did not request the amount of the utilities charged
or credits applied to the household’s account. In addition, 27 of the 51 lease addenda we
tested were provided to the County over 165 days late or not at all, see Finding 2.
Therefore, the County was not aware that the rent paid by some WHP households was
in excess of the established WHP rental rate limits or that utility credits were not properly
applied.

Beginning in 2020, the County revised its annual report template, required information,
and guidance each year in response to issues identified in the prior year's submissions,
see Finding 3. The annual report template did not require disclosure of extra fees, and
the lease agreements and tenant ledgers were not required from the property manager
or reviewed on-site to verify rent and utilities charged and utility credits applied were
accurately reported to the County, with the exception of the 2019 on-site review noted
below.

Additionally, the personnel we met with from the Owner’s property manager, RPM, was
not aware of the Restrictive Covenant. And the County informed us that property manager
personnel for the WHP overall indicated they were not clear about what fees were
considered a “utility” and that all mandatory fees and charges should be included when
computing the WHP rent amount. Personnel of the current property manager, RPM, told
us that she thinks the County needs to provide training regarding completion of the annual
report and how to calculate the maximum WHP rent when a tenant pays for utilities. She
stated that that the County did not provide trainings since she started working for RPM in
2022. Instead, the County conducts meetings about opportunities available to the
properties, changes in the system, or the reporting process (i.e. field changes on the
report). When the County informs her not to do something a certain way and she inquires
why, the County’s response is not clear. Additionally, she noted that personnel from other
properties have inquired with her about how to calculate the rent for WHP residents.

In February 2019, the County did a surprise review of a sample of WHP resident files
from the 2018 annual report retained on-site by the property manager (Weller) to

Page 12 of 61



OFFICE OF INSPECTOR GENERAL 2026-A-0002

determine if resident incomes were consistent with the annual report and the lease
addenda, the utility allowance/credit were used correctly, files were complete and in order,
and the rents and incomes were consistent with the WHP criteria. The County did not
identify any significant issues from this review. The County did not retain documentation
from the review, so we could not determine if any of the files reviewed were included in
our sample. The County did not perform any subsequent on-site reviews of WHP resident
files.

After the review of the annual report for the compliance period ending June 30, 2021 the
County performed a more in depth compliance review covering activity from July 2020
forward. After consulting with the County Attorney, the County told the property manager
on December 22, 2021, to immediately adjust rents to correct WHP levels and to credit
tenants for any overpayments made during that current lease period. The property
manager complied and started issuing credits to WHP residents in January 2022. We
verified that the property manager continued issuing credits to WHP residents through
July 2023 based on the County’s calculation of the overpayment.

The County enhanced the annual report for the compliance period ending June 30, 2022
to require disclosure of mandatory fees and provided rent calculation guidance to the
property manager.

As a result of the property managers not properly charging WHP rental rates and
providing utility credits as required by the Restrictive Covenant and the County’s lack of
sufficient WHP monitoring, 19 of the 39 (49%) WHP sample residents we tested paid
rental amounts in excess of the amounts established by the WHP. (See Exhibit 1)

Summary of WHP Overpayments
WHP = Sample Sample

Record Record Resident = Overpayments

Record Type Count Count Count Identified®
Property Manager
Employee 515 2 2 1
Newspaper Article 4 412 3 3
Random Selection 390 34 34 15
Total 399 40 39 19

Corrective Action
The County revised the Unified Land Development Code on October 26, 2023 for the
WHP to charge residents for utility costs that exceed the utility allowance.

During the audit, the County provided to the property on November 17, 2023, a revised
WHP Rent Calculation Worksheet which required information on whether the lease

16 Excludes overpayments identified that totaled less than $100.
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addendum being submitted was for an initial lease execution or lease renewal, date of
lease/renewal execution, adjustments approved during the lease term, number of
bedrooms, lease start and end dates, WHP income category, maximum WHP rent in
effect, and for the WHP rent calculation, the monthly rent per lease, mandatory
fees/charges and the utility allowance.

The County implemented a WHP property manager training on July 16, 2025, which
included the topics: income and rent ranges, on-line access for property managers to view
the list of occupied units, income eligibility requirement, WHP rent compliance review,
mandatory/optional fees, and low occupancy - notice of non-compliance and remedy
options. The online access to the housing dashboard provides property managers a
snapshot of current occupancy and automated notifications for non-compliance. Property
managers are not required to enter tenant data at this time. However, effective January
1, 2026, property managers will be required to input the tenant data as well as upload
supporting documents including the lease addendum and rent calculation worksheet. The
housing dashboard currently requires manual input from the County staff to review the
uploaded tenant documents, determine whether residents meet the WHP eligibility
requirements, issue and manage compliance notices, and escalate non-compliant
properties to Code Enforcement for further action.

Recommendations:

(1) The County ensure that the property manager/owner provides credits or
issues refunds to WHP households that overpaid which were not identified
or fully credited in the County’s overpayment review process.

(2) The County implement routine reviews of WHP household files retained
electronically and physically by the property (e.g. rental applications,
original lease addenda, lease agreements, and tenant ledgers) to verify lease
addendum and annual report information reported to the County is complete
and accurate.

(3) The County develop and implement a departmental PPM for WHP monitoring
activities including but not limited to:
a. Reviewing lease addenda received for WHP eligibility;
b. Logging and tracking lease addenda received;
c. Reviewing information provided in the annual report, when applicable;
d. Documenting communication with property managers; and
e. Steps for communicating and escalating noncompliance issues.

(4) The County routinely conduct WHP training program for property manager
personnel and upon property manager request.

(5) The County develop and implement a WHP manual to provide new and

current WHP property managers that includes, but is not limited to, the
following:
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cooTw

e.

Copy of the Restrictive Covenant.

Copy of the applicable County Code.

Outline of property manager responsibilities related to the WHP.
Detailed instructions for the completing the lease addendum and
annual report, if applicable, and submitting it to the County.

County WHP personnel contact information.

(6) The County work with legal personnel to add language in future WHP
restrictive covenants that allows the County to enforce changes in the WHP
code that may conflict with the Restrictive Covenant.

Management Response Summary:

(1) The County agrees with some identified overcharges but disagrees with
others.

(2) The County will work toward making additional resources available to
conduct routine reviews to verify property manager determinations.

(3) Procedures are in place and will be formalized as a departmental PPM.

(4) Practice is in place.

(5) Materials and practice are in place.

(6) The County will work with owners to facilitate opting in to future WHP code
changes.

Finding (2): The County and Owner’s property managers did not always follow the
Restrictive Covenant with respect to WHP eligibility, lease restriction language,
and lease addenda.

The Restrictive Covenant states,

1. Definitions: In this Covenant, the following words and phrases shall have
the meaning indicated, unless the context requires otherwise.

i. "Lease Addendum" means document approved by the Monitoring

Entity which serves to verify the income of a resident occupying a unit. This
document shall contain the rented unit number, the names of all residents,
total income for all residents within the unit and the income category they
fall within. This document shall be signed and notarized by both the resident
and the owner.
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2. Occupancy: A Required Workforce Housing Unit in the Development subject
to this Covenant shall be leased only to an Eligible Household during the
Compliance Period. Owner shall obtain documentation of eligibility (meeting
County income standards as defined in this Covenant) prior to entering into
a Lease for any Required Workforce Housing Unit. The Owner shall require,
at Lease execution the Resident and the Owner execute a Lease Addendum
certifying the household income. Said addendum shall be notarized. This
addendum shall serve as the income verification information required by the
Monitoring Entity for the purposes of approving the Resident for occupancy
of a Workforce Housing Unit. The Owner shall forward the notarized
addendum to the Monitoring Entity within ten (10) business days of
execution of the Lease. The Monitoring Entity shall advise owner of
sufficiency of Lease Addendum within ten (10) business days of receipt. The
County shall periodically confirm consistency for all Required Workforce Housing
Units as provided in this covenant. Each Required Workforce Unit leased to
another Eligible Household during the Compliance Period shall be leased at an
attainable housing cost as provided for in Section 2 of this Covenant. Owner shall
not require consent or approval of the Monitoring Entity prior to entering into a
Lease. [Emphasis added]

4. Restriction: Declarant shall include in every lease for a Required Workforce
Housing Unit, a restriction stating as follows:

"This unit is to be leased to and occupied by an Eligible Household: in
accordance with the Woodwind Master Declaration of Restrictive Covenants for
Workforce Housing recorded in ORB __ Page __ of the Public Records of Palm
Beach County, Florida". This restriction shall be in effect for thirty (30) years (non-
recurring) from the date of issuance of the certificate of occupancy for each
building. Owner shall be responsible for collection and verification of income and
shall submit to the Monitoring Entity the Lease addendum signed by the Resident
and Owner properly notarized certifying the Residents income as required under
this Covenant. Owner shall only be required to collect such income information as
would a prudent landlord leasing multi-family housing in the West Palm Beach
marketplace. Income verification information may include (i) W-2 (ii) copy of
Residents pay stub (iii) banking information, or similar types of financial information
as deemed reasonably necessary by Owner to ensure the Resident is qualified to
occupy a Workforce Housing unit as provided for in this Covenant. In the event the
Monitoring Entity determines upon submission of the Lease addendum that the
Resident does not qualify (within the restricted ranges) for the Required Workforce
Housing Unit, then such unit will be deemed as one of the forty eight (48) non-
restricted market rate units when the next available unit becomes available.

5. Certification of Eligible Households: The Declarant and the County and their
successors and assigns agree that the procedures for certification of an Eligible
Household of a Required Workforce Housing Unit under this paragraph shall not
discriminate against any applicant based upon any protected class included in any
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federal, state or local fair housing law. Within the time frames provided for in
this Covenant, the Owner shall provide the Monitoring Entity with a copy of
the Lease addendum certifying a Residents income. Owner shall not be
required to obtain approval from the Monitoring Entity prior to execution of the
Lease by an Eligible Household or occupancy by such Eligible Household of a
Required Workforce Housing Unit. The Monitoring Entity shall be provided the
right to enter the management office for the purposes of reviewing Residents
files to ensure the Owner is in compliance with the provisions of this
Covenant. All records shall be maintained within Palm Beach County and be
available during normal business hours. The County shall have the right to copy
any records related to performance of compliance with this covenant. [Emphasis
added]

If the Monitoring Entity determines that the Eligible Household occupying a
Required Workforce Housing Unit is not an Eligible Household or is deemed
Eligible but not within the identified WHP income category then the
Monitoring Entity shall notify the Owner of that determination. Occupancy of
Workforce Units: One hundred fifty four (154) units in the Development have been
identified and required by condition of approval for the Development and Articles
5.G.1, 5.G.2 and Article 3.15.H of the Palm Beach County Unified Land
Development Code to be leased only as Required Workforce Housing Units. These
one hundred fifty four (154) units, out of a total of two hundred and two (202) units
in the Development, may only be leased and occupied by Eligible Households. The
remaining forty eight (48) units in the Development are non-restricted market units.
It is the express intent and the Palm Beach County Board of County
Commissioners did provide a density bonus above the allowable density for the
Development in exchange for the provision of workforce housing opportunities.
[Emphasis added]

6. Compliance Covenant:

a. The Owner of this Development containing Required Workforce
Housing Units, its successors and assigns shall furnish to the Monitoring
Entity such information about the Required Workforce Housing Units as the
County may reasonably request at each occasion of change in occupancy,
including, but not limited to, the identity of the Eligible Household, the identity of
the occupants, and the addendum signed and certified by the Resident and
Owner certifying the household income as collected by the Owner at the time
of leasing (but in no event other private financial information of Residents) all for
the purposes of assuring compliance with this Covenant. [Emphasis added]

12. Enforcement: The County, its successors or assigns, in the event of the
occupancy or vacancy of any Required Workforce Housing Unit in violation
of the provisions hereof, shall be entitled to seek any relief available
including, but not limited to, specific performance of the provisions hereof,
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injunctive relief, rescission of any unauthorized sale or lease, tolling of the
time of the running time under the term of this covenant and the Palm Beach
County code enforcement process. The Monitoring Entity shall have the right to
inspect and monitor the use of the Required Workforce Housing Units to insure
compliance with this Covenant. In any action required to enforce the provisions of
this Covenant, each party shall be responsible for their own attorneys’ fees and
other costs of bringing the action. [Emphasis added]

We reviewed the annual reports and the rent rolls for each compliance period ending
between January 1, 2018 and June 30, 2023 to identify WHP participants. From the 399"
unique WHP participants identified, the 39 sample residents (40 sample WHP records'?)
were determined.

Our sample was selected to include WHP records for employees of the property
managers, the households identified in the December 2022 Palm Beach Post article',
and a non-statistical random sample from the remaining WHP records.

We obtained lease addendum records that were forwarded to the County and/or retained
in residents’ files at the property, tenant ledgers from the property managers’ system,
lease agreements, and reviewed income records retained by the property managers to
determine if:
e WHP households were eligible for a WHP unit;
¢ Ineligible households vacated the WHP or a market rate unit was designated to
be a WHP unit; and
e The County took appropriate actions to enforce the Restrictive Covenant if WHP
units were occupied in violation of the WHP requirements.
e Lease addenda forwarded to the County were accurate;
Lease addenda were forwarded to the County within ten (10) business days of
execution of the lease;
e The County reviewed the Lease Addendum within ten (10) business days and
notified the property manager of ineligible households;
e Lease agreements included the restriction language required by the Restrictive
Covenant.

Summary of WHP Sample

WHP  Sample Sample Lease Lease
Record Record Resident Addendum Agreement
Record Type Count Count Count Count'’ Count
Property Manager
Employees 515 2 2 3 4
Newspaper Article 4 412 3 5 15
Random Selection 390 34 34 43 64

7 Includes at least one lease addendum for each sample record (40) plus 11 additional lease addenda received.
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Vacant Units 45 0 0 0 0
Duplicate Records'® 6 0 0 0 0

Total 450 40 39 51 83

Eligibility

Based on the lease addendum records,'® we found that 36 (90%) of the 40 WHP records
were eligible for a WHP unit based on the requirements in the Restrictive Covenant. The
property managers did not retain a lease addendum for one (1) WHP record, and
documentation of the household's eligibility (income support) showed that the household
was not eligible for a WHP unit because income exceeded the maximum WHP income
ranges.?® This household was not reported in the respective annual report provided to the
County. We could not verify that the three (3) remaining WHP records were eligible for
the WHP because the physical lease file and electronic rental history file were not
available to the current property manager, RPM. The County had requested the lease
addendum upon reviewing the annual report but it was not provided to them.

Eligibility Based on Lease Addendum

Eligible
Sample for
Record WHP Eligibility
Record Type Count Unit Unknown
Property Manager
Employees 2 2 0
Newspaper Article 4 320 0
Random Selection 34 31 3
Total 40 36 3

RPM could not access the electronic leasing records in the property management
software for leases that ended prior to November 2021, while Weller was the property
manager. Additionally, RPM could not locate the tenants’ physical files. RPM staff told us
that prior to 2022, physical folders were stored in a disorganized manner in storage rooms
located at each of the apartment buildings and the leasing office.

8 These WHP households are also a part of the ‘Random Selection’ count.

19 We summarized WHP household eligibility based on the lease addendum information because the lease addendum
is the record used to demonstrate WHP eligibility according to the Restrictive Covenant. However, we found that many
of the lease addenda we reviewed were not sufficiently supported as required by the Restrictive Covenant or reported
inaccurate income amounts. These situations are covered in the following sections of this finding.

20 Income support for one household which resided in two (2) different units during the period of our audit, and was
counted as two (2) WHP records, showed that it was not eligible for a WHP unit in one of the WHP records for the
period 11/7/2015 — 10/8/2018.
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After selecting the sample of WHP records, we identified a WHP record with a lease
addendum that had a business name as the household name. We found that this
household was not eligible for a WHP unit because the household income exceeded the
maximum WHP income ranges. The lease addendum was dated December 14, 2020,
and Weller, the property manager at the time, provided it to the County nine (9) months
later on August 20, 2021. The County did not notify the property manager that the
household was not eligible. The unit occupied was excluded from the 2019-2020 annual
report, which reported 153 WHP units occupied and one (1) WHP unit vacant for the
model apartment. Therefore, this unit had no impact on the WHP units available for rent
to eligible WHP households.

The property managers did not always retain records related to the certification of eligible
households, as required by the Restrictive Covenant. The WHP households lacking
required records may have been ineligible and occupying a WHP unit that was not
available to be leased to an eligible household as intended by the WHP.

Accuracy of Lease Addenda

The property managers retained documentation of eligibility (income support) for 23 of
the 36 WHP records where a resident file was located. We found the income reported on
the lease addenda for those 23 WHP records was accurate in eighteen (18) (78%)
instances. The income reported on the lease addenda for the remaining five (5) WHP
records (22%) did not match the income support in the property manager’s file; however,
there was no impact to the WHP income category selected. Weller prepared the lease
addendum in all five (5) of these instances.

Lease Addenda Versus Documentation of Eligibility

Lease Lease
Sample Eligible Income Addendum Addendum
Record 1{e] Support Income Income
Record Type Count WHP Retained Accurate Inaccurate
Property Manager
Employees 2 2 1 1 0
Newspaper Article 4 320 2 1 1
Random Selection 34 31 20 16 4
Total 40 36 23 18 5

In February 2019, the County did a surprise review of a sample of WHP resident files
from the 2018 annual report retained on-site by the property manager (Weller) to
determine if resident incomes were consistent with the annual report and the lease
addenda, the utility allowance/credit were used correctly, files were complete and in order,
and the rents and incomes were consistent with the WHP criteria. The County did not
identify any significant issues from this review. The County did not retain documentation
from the review, so we could not determine if any of the files reviewed were included in
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our sample. The County did not perform any subsequent on-site reviews of WHP resident
files.

Submission of Lease Addenda

Of the 40 WHP records selected, we obtained 472" unique lease addenda associated with
36 WHP records. We found RPM forwarded one (1) lease addendum to the County within
ten (10) business days of execution of the lease, as required by the Restrictive Covenant.
RPM forwarded twelve (12) lease addenda to the County late and did not provide six (6)
lease addenda, in violation of the Restrictive Covenant. The prior property manager,
Weller, forwarded nineteen (19) lease addenda to the County late and did not provide
twelve (12) lease addenda, in violation of the Restrictive Covenant.

Four (4) of the total of eighteen (18) lease addenda not provided to the County could not
be located by the current property manager, RPM, and were for leases that began when
Weller was the property manager. One (1) lease addendum provided to us was dated
March 30, 2013; however, the County did not provide us with a record of when it was
received.

Of the 31 lease addenda provided to the County late, 12 (39%) were provided over 165
days past the Restrictive Covenant’s due date.

Submission of Lease Addenda to the County

Unknown
Provided Provided _When Not  Not
Sample Lease to to Provided Provided j,
Record Addendum County County to to PM
Record Type Count Count On Time Late County  County Fje
Property
Manager
Employees 2 3 1 1 0 1 0
Newspaper
Article 412 6 0 5 0 0 1
Random
Selection 34 42 0 25 1 13 3
Total 40 51 1 3 1 14 4

Of the 33 lease addenda provided to the County, the County advised the property
manager that the lease addendum received was not sufficient after ten (10) business
days in eight (8) instances. The eight (8) instances of late notification included two (2)
WHP records where the lease addendum did not identify the income category for the
household, as required by the Restrictive Covenant.

21 Lease Addendum Count of 51 less four (4) not provided to the OIG.
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RPM staff told our office that they were not aware of the Restrictive Covenant requirement
that lease addenda be submitted within ten (10) business days of execution of the lease
and that the County has never advised them of this requirement.

The County did not routinely track and monitor lease addenda received and WHP
eligibility until June 2023. Prior to that, it appears the County waited until the annual report
review to advise the owner of deficiencies related to the lease addenda, such as rent
charged above the maximum rent for the tenant's income and lack of an income category
selection.

The property managers did not always provide the County with lease addenda and the
County did not always notify property managers of ineligible households in a timely
manner, as required by the Restrictive Covenant. Late submission of lease addenda and
notifications for ineligible households increases the time that an ineligible household could
be occupying a WHP unit that is in turn not available to an eligible household as intended
by the WHP.

Lease Restriction Lanquage

Of the 40 WHP records selected, we obtained 83 lease agreements associated with 36
WHP records. None of the 83 lease agreements included the restriction language
required by the Restrictive Covenant. The County provided us with a lease addendum
dated March 2013 for one (1) of the 36 WHP records that included the restriction
language; however, the lease agreements for 2018 — 2023 for that WHP record did not
include the required language. Additionally, the remaining lease addenda we reviewed in
the audit did not include the required language.

RPM could not access or locate the related electronic and physical files for four (4) WHP
records. These WHP records were for leases that ended prior to RPM’s time as property
manager. Therefore, no lease agreement was provided, and we could not test the lease
agreements for compliance with the Restrictive Covenant.

It appears the property managers were not aware of the requirement to include the
required language in WHP lease agreements. The County did not review WHP lease
agreements to verify compliance with the Restrictive Covenant. We informed the current
property manager, RPM, of the required lease agreement language, and RPM personnel
made the necessary update to the lease agreement.

Corrective Action

During the audit, the County granted the property the option to opt in to a WHP change
where it would no longer complete an annual report. Instead the property manager
participates in real time compliance by providing lease addenda to the County for eligibility
review within 10 days after the lease tenant's period begins. After which, the County
determines the resident's compliance and notifies the property of the outcome within 3
business days. The County also maintains a tracking sheet for the property's lease
addenda and then advises the property if the number of lease addenda on file, based on
move-in and move-out dates on a monthly basis, falls below 90% of its WHP obligation.
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Wellington opted in to eliminate the requirement for an annual report, and a Second
Amendment To Master Declaration of Restrictive Covenant was executed on June 14,
2024 to implement the change.

Recommendations:

(7) The County follow the Restrictive Covenant and notify the property manager
of households ineligible for the WHP and/or with an insufficient lease
addendum within the required timeframe.

(8) The County implement a process to perpetually track lease addenda
received and related information (i.e. income, rent and fees, lease execution
date, lease start and end dates), determine occupancy by income category,
and monitor for compliance with the Restrictive Covenant.

(9) The County implement a process to ensure and/or amend the Restrictive
Covenant to require that the records for current and prior WHP households
are retained and accessible to the new property manager when there is a
change in property managers.

Management Response Summary:

(7) Practice is in place.
(8) Practice is in place.

(9) The County will provide an annual reminder to owners and property
managers regarding the retention of records, starting in January 2026.

Finding (3): The County did not always follow the Restrictive Covenant related to
the annual report, and the Owner’s property managers did not always provide
complete information in the annual reports.

The Restrictive Covenant states,

7. Annual Report for The Required Workforce Housing Units: No later than May
1 of each year during the Compliance Period, the Owner of the Development
containing Required Workforce Housing Units shall provide to the Monitoring Entity
an annual report detailing compliance with the terms of this Covenant. The annual
report shall be on a form provided by the Monitoring Entity and shall contain, at
a minimum but not limited to, sufficient information and documentation to prove the
compliance of each Required Workforce Housing Unit with the terms of this Covenant
as follows: [Emphasis added]

i. The unit number of the Required Workforce Housing Unit and the
Owner/Lessee of such unit;
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ii. The names of all Residents of the Required Workforce Housing Unit;

ii. ldentify any changes in Owner/ /Residents of the Required Workforce
Housing Unit from the previous year's report;

iv. Documentation that the Owner verified and certified the income eligibility
of the Eligible Household occupying the Required Workforce Housing
Unit; and

v. The location of all designated Required Workforce Housing Units within
the Development at the time of the Annual Report.

We compiled and analyzed the annual reports for each compliance period ending
between January 1, 2018 and June 30, 2023. We identified 6 annual reports that were
due to be provided to the Monitoring Entity (County) detailing compliance with the terms
of the Restrictive Covenant.

We obtained and reviewed the six (6) annual reports that were forwarded to the County
to determine if the:
e Property managers properly completed and submitted the annual reports in
compliance with the Restrictive Covenant; and
e County followed up with the property managers to correct errors, inconsistencies,
and inaccurate data identified during its review.

We found that both property managers submitted annual reports late and did not provide
the names of all of the Residents occupying the WHP unit, in violation of the Restrictive
Covenant, for each of the compliance periods in our audit.

In the compliance period ending 6/30/2018, Weller did not report the location of one (1)
WHP unit and in the compliance period ending 6/30/2019 did not report the location of
seven (7) WHP units. Additionally, Weller did not provide the date that it certified the
household income for 10 WHP units, as required by the County’s Annual Report form in
the compliance period ending 6/30/2021. Also, RPM did not provide the date that the
lease addendum was provided to the County, as required by the County’s Annual Report
form in the compliance period ending 6/30/2022.
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Summary of Annual Report Noncompliance

Location

All Income of all

Property On- Residents Eligibility = WHP

Compliance Period  Manager time Listed Certified Units

5/1/2017 — 7/22/2018 Weller No No Yes No
7/23/2018 - 6/30/2019 | Weller | No No Yes No
7/1/2019 - 6/30/2020 Weller No No Yes Yes
7/1/2020 - 6/30/2021 Weller No No No Yes
7/1/2021 - 6/30/2022 RPM No No No Yes
7/1/2022 - 6/30/2023 RPM No No Yes Yes

We found the County followed up with the property managers to correct errors,
inconsistencies, missing information, and inaccurate data identified during their review of
the annual reports.

During the process walkthrough meeting, the County advised us that during 2018, the
reporting period was standardized to July 1 through June 30 across all active WHP rental
projects. This change in the reporting period was also in line with the change in the WHP
Rents and Incomes schedule which is published annually by the County. The Restrictive
Covenant was not updated to reflect this change from May to July. The property managers
submitted the annual reports to the County by the County's revised due date and/or
extension deadline, which followed the reporting period end date of June 30 each year.
However, because the revised due dates established by the County were in conflict with
the Restrictive Covenant, the Owner could have refused to comply with the County’s
updates to the WHP annual reporting requirements causing the County to commit
additional time and resources to review and reconcile annual reports that were not
consistent with the new WHP income and rental rate guidance.

The County’s Annual Report forms indicated that either the “Household Name”
(compliance periods ending 6/30/2018 and 6/30/2019) or the “Leaseholder Name”
(compliance periods ending 6/30/2020 through 6/30/2023) be provided, which was in
conflict with the Restrictive Covenant’s requirement to provide “the names of all Residents
of the Required Workforce Housing Unit.” The property managers completed the annual
reports with only the household or leaseholder name information as indicated on the
County’s Annual Report form.

The property managers did not always provide complete information regarding the WHP
units and households occupying the WHP units. Without complete information, County
personnel have to dedicate additional time and resources to follow-up with the property
manager to determine if it is complying with the requirement to lease all 154 WHP units
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to eligible households and may not identify instances where a WHP household is being
overcharged or an ineligible household is occupying a WHP unit.

The County’s annual report form changed each year with different instructions and report
fields than the prior year for the WHP information requested. Each year the County made
changes to the annual report form and its monitoring process, which included providing
the property managers with clarification and additional guidance for completing the report.

Summary of Annual Report Changes

Date Report
Template
Compliance Provided to
Period Property Report Template / Additional Guidance
5/1/2017 —
7/22/2018 7/16/2018 No guidance or term definitions
7/23/2018 -
6/30/2019 7/1/2019 No guidance or term definitions
7/1/2019 -
6/30/2020 7/1/12020 Terms and report fields defined
7/1/2020 -
6/30/2021 7/1/2021 Terms and report fields defined
Updated terms and report fields; additional
7/1/12021 - guidance provided for rent calculation and income
6/30/2022 6/30/2022 | determination
7/1/2022 - Updated terms and report fields; Instructions
6/30/2023 7/20/2023 | provided for Annual Report

Corrective Action

During the audit, the County revised the Unified Land Development Code on October 26,
2023 for the WHP, which included removing the requirement for an annual report. In
December 2023, the County proposed eliminating the requirement for an annual report
to all WHP property owners which had the requirement. The owner of the Wellington Club
Apartments accepted this change and a Second Amendment To Master Declaration of
Restrictive Covenant was executed on June 14, 2024.

As Wellington Club opted-in to eliminate the requirement for an annual report, the County
now uses a Microsoft Excel spreadsheet to perpetually track the WHP residents based
on the household information provided on the lease addendum and a new WHP rent
calculation worksheet completed by the property manager. The County now assesses the
number of WHP households in each income category for compliance with the 154-unit
requirement on a monthly basis, rather than at the end of a compliance period.
Additionally, upon receipt of the lease addendum and rent calculation worksheet, the
County now assesses if the rental rates charged and utility credits applied for a new WHP
household are in compliance with the Restrictive Covenant.
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Recommendation:

(10) The County follow the Restrictive Covenant related to annual reporting due
dates and required information or amend the Restrictive Covenant to align
with the County’s practice.

Management Response Summary:

(10)No changes are necessary.

Suggestion
Given the expected increase in the number of WHP properties that the County will be

overseeing and the limited personnel in the County’s Planning Division, we suggest that
the County consider automating the collection, retention, and monitoring processes
associated with the WHP certification and related information via an online system which
could also provide the County with enhanced reporting and analysis capabilities. We also
suggest that the County consider charging a monitoring fee in future WHP Restrictive
Covenants to recover costs associated with overseeing the WHP.
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EXHIBIT 1

Schedule of WHP Resident Overpayments (Finding #1)

Amount Average
Overpaid as  Monthly Credits
Sample of Amount through Amount Cause(s) of
No.  Resident/Sample Type Period ~6/30/2023%2  Overpaid May 2024?® Overpaid Overpayment?*
1 Newspaper Article (Kerla) 8/9/2019 — 8/7/2022 $4,276.87 $118.91 $1,514.19 | $2,762.68 1,2,3,4,5
2 Newspaper Article (Ceballos) 4/28/2020 — 6/30/2023 $3,559.50 $93.50 $3,116.00 $443.50 1,2,5
3 Newspaper Article (Chilcutt) 10/9/2018 — 10/8/2022 $7,410.50 $154.39 $3,384.22 | $4,026.28 1,2,4,5
5 Property Manager Employees | 4/23/2018 — 4/30/2023 $824.20 $13.68 $- $824.20 2,5
9 Random Selection 5/21/2022 — 1/31/2023 $626.61 $74.74 $- $626.61 2,5
10 Random Selection 11/9/2021 — 6/30/2023 $2,581.87 $131.32 $-| $2,581.87 1,2,6
12 Random Selection 4/21/2021 — 4/20/2023 $112.12 $4.68 $- $112.12 2,5
13 Random Selection 1/1/2018 — 8/31/2018 $156.00 $19.61 $- $156.00 2,5
16 Random Selection 8/30/2020 — 6/30/2023 $586.06 $17.24 $148.78 $437.28 1,2,3,5
18 Random Selection 1/1/2018 — 7/31/2019 $1,164.80 $61.51 $-| $1,164.80 1,2,5
22 Random Selection 10/4/2022 — 1/31/2023 $292.74 $74.83 $- $292.74 2,5
24 Random Selection 8/28/2020 — 1/31/2023 $519.35 $17.83 $- $519.35 2,8
29 Random Selection 1/31/2020 — 1/30/2023 $3,359.23 $93.31 $2,489.00 $870.23 1,2,5
31 Random Selection 7/1/2019 — 12/31/2022 $220.00 $5.23 $- $220.00 2,5

22 Qverpayments less than $100 were excluded.

23 Credits posted to the WHP household’s tenant ledger effectively reducing the amount paid to the property manager.

24 Other causes may have contributed to the overpayments that were not identified in our audit.
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32 Random Selection 5/1/2018 — 4/30/2019 $3,696.00 $308.85 $-| $3,696.00 1,2,5
33 Random Selection 5/1/2020 — 4/30/2022 $970.00 $40.47 $- $970.00 2,5
36 Random Selection 4/9/2022 — 4/8/2023 $300.00 $25.07 $182.47 $117.53 1,5,7
38 Random Selection 3/31/2018 — 6/30/2021 $1,095.81 $28.08 $-| $1,095.81 1,2,5
40 Random Selection 7/127/2019 — 6/30/2023 $1,125.16 $23.87 $-| $1,125.16 2,5
Total $32,876.82 | $1,307.10 | $10,834.66 | $22,042.16

Causes of Overpayment:

1.

The property manager did not charge the correct WHP rental range, as required by the Restrictive Covenant.

The property manager did not apply the utility credit, as required by the Restrictive Covenant.

The County did not use the annual WHP Rent schedule in effect on the date that the lease agreement was executed when determining a
household’s maximum allowable WHP rent for their review of the annual report.

The County’s review of the annual report for the period ending June 30, 2020 did not treat the trash fee as a “mandatory” fee included in
the amount of rent paid by WHP households.

The County did not start reviewing the tenant ledgers along with the annual report information to identify overpayments until the period
ending June 30, 2021 (period beginning July 1, 2020), and our audit identified amounts overpaid prior to July 2020 and after February
2023, which was the most recent review as of the end of our audit period, June 30, 2023. We reviewed the tenant ledgers as of May 2024
and included any credits that had been applied through that date.

The County’s overpayment review used a higher income category, which was reported on the lease addendum, for determining the WHP
maximum rent; whereas our audit used a lower income category based on the lease addendum and documentation retained in the
property manager’s file to support the household income.

The County made a minor error in calculating the overpayment.

The County did not review the tenant ledger, which shows the utility credits provided, because the WHP rental rate on the annual report
was correct and/or the WHP unit/household was not included in the annual report.
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ATTACHMENT 1 — PALM BEACH COUNTY PLANNING DIVISION’S MANAGEMENT

RESPONSE

November 17, 2025

Mrs. Hillary Bojan

Director of Audit

Palm Beach County Office of Inspector General
100 Australian Ave — 4™ Floor

West Palm Beach, FL 33406

County Administration

P.O. Box 1989 Re: Draft Audit Report, Palm Beach County Workforce Housing Program —
West Palm Beach, FL 33402-1989 Wellington Club Apartments
(561) 3552040
FAX: (561) 355-3082 Dear Mrs. Bojan:
www.pbc. gov

Palm Beach County has received the referenced report, an audit of the Palm
Beach County Workforce Housing Program (WHP) at Wellington Club
= Apartments, and focused on Wellington Club WHP-related activities,
transactions, and events from January 1, 2018 to June 30, 2023.

Palm Beach County The Inspector General’s Audit found the County’s monitoring of the Wellington
Board of County Club Apartments prior to June 30, 2021 was insufficient to identify
Commissioners overcharges, but that the County enhanced its monitoring activities and

guidance to property managers each year to address deficiencies in monitoring

and trends in the noncompliance by property managers that had contributed

Sara Baxter, Vice Mayor to the overpayments by WHP residents. The Audit also found that County

worked with the current property manager to issue refunds to WHP

households that overpaid; however, the Audit identified additional
Jost . Fores overpayments that have not been refunded. Additionally, the Audit found that

Marci Woodward the County and the Owner’s property managers did not always follow the

requirements of the property’s WHP Restrictive Covenant.

Maria G. Marino, Mayor

Gregg K. Weiss

Maria Sachs

Bobby Powell jr.
This response addresses the findings and recommendations of the Audit. As
outlined in Exhibit A, the time period addressed in the Audit report spans a
period of transformation in the WHP, when market conditions were changing,

County Administrator the number of WHP units was increasing, and it was becoming apparent that
compliance would require more intensive County involvement than had been
Joweph Abrazzo proposed initially. Accordingly, staff agrees with many of the issues identified

by the Audit relating to the first years of the program’s implementation; as
acknowledged in the Audit, many of these were also recognized by staff and
have been addressed through corrective measures currently in place. Others
will be addressed by implementing items recommended in the Audit report, as
outlined below.

However, the County does not concur with several of the findings of the Audit.
The Audit indicated that the restrictive covenant was not followed with regard
to the required utility allowance, and that as a result several tenants were
overcharged. The County believes that the utility allowance was applied in a
manner consistent with the Code and restrictive covenant. This issue is
. , ) addressed in the first finding, and in Exhibit B to this letter, which outlines the
A g Oppartunity County’s rationale. As a result of this issue and other factors, the County also
ORI Fiacrionic Lasedienc disagrees with the amount of overcharges to tenants and the remaining credits
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Mrs. Hillary Bojan
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due. The Audit identified $32,876 in overcharges, with $22,042 not yet
refunded. As detailed in Exhibit C, the County calculates that overcharges total
$19,780, with the amount of credits not yet refunded totaling $8,928.

The audit also indicated that the County did not follow the restrictive covenant
with regard to the annual report requirements. As discussed below in Finding
3, the annual report is for the benefit of the County, and thus the County could
modify the required components of the annual report to improve efficiency.

Below are the Audit findings and recommendations, and the management
response to each.

Audit Finding (1): The Owner did not ensure that its property managers
always charged the applicable WHP rental rate and/or properly applied utility
charges and credits, and the County lacked sufficient monitoring to identify
the noncompliance.

Audit Recommendations:

(1) The County ensure that the property manager/owner provides credits or
issues refunds to WHP households that overpaid which were not identified or
fully credited in the County’s overpayment review process.

Response: The County agrees with some identified overcharges but
disagrees with others. '

The Audit indicated that property managers charged rental rates in excess of
the opplicoble WHP rental ranges in fourteen (14) of 42 records sampled.
However, for two of those records (Samples 10 & 32), the rent was deemed
correct and compliant based on the documentation provided to the County,
signed by both the property manager and the tenant; the Audit based its
finding on additional information on file at the property that revealed thot
the income may have been misreported to the County. County will reconsider
its complionce determination if the property owner or tenants ottest that the
income was lower than was stated in the Lease Addendum provided to the
County. Of the remaining 12 records, three received sufficient credits
(Samples 35, 35a, and 36). For four of the remaining (Samples 3, 18, 29, and
38), the County agrees with the Audit calculation of credits due. For four
additional samples (1, 1a, & 16), the County has provided its assessment of
credits due, which are lower than identified in the Audit; for the final sample
(Sample 15), the County’s assessment is that no overcharged occurred.

The County does not concur with the findings of the Audit that the restrictive
covenant was not followed with regard to the required utility allowance, and
that 23 of 42 tenants were overcharged as a result. The County believes that
the utility allowance was opplied in a manner consistent with the Code and
restrictive covenant. In the County’s assessment, for 14 of these 23 samples
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the Utility Allowance was applied oppropriately and WHP Rent waos
compliant. A detailed explanation of this issue is provided in Exhibit B. Since
the Audit identified multiple reasons for overpayment for some samples,
Exhibit C-1 and C-2 comprehensively assesses the Audit findings for each
sample, and provides a calculation of credits due if any.

(2) The County implement routine reviews of WHP household files retained
electronically and physically by the property (e.g. rental applications, original
lease addenda, lease agreements, and tenant ledgers) to verify lease
addendum and annual report information reported to the County is complete
and accurate.

Response: The County will work toward making additional resources
available to conduct routine reviews of verify property manager
determinations. Staff routinely requests lease addenda and tenant ledgers
while determining compliance for each of the Program’s 1500+ rentals
currently in the program, ond in oddressing inquiries received from WHP
tenants regarding eligibility, unit availability, rents charged, and fees
assessed. The County also requires that every tenant receive an information
sheet on the WHP thot includes links and staff contact information, to assist
in ensuring compliance. While the restrictive covenant and WHP code allow
the County to conduct site visits and request additional information to verify
the property maonager’s income and eligibility determinations, currently the
limited stoff resources are focused on addressing overall project complionce
metrics such as occupancy rates ond issues identified by tenants.

Regarding the recommendation, staoff continues to work on increasing
efficiencies in the ongoing complionce monitoring system, linking it to an
online dashboord that facilitates property manager provision and stoff
review of required documentation. The County’s intent is to achieve an
optimal data input and compliance monitoring process, for both stoff and
property managers, ond then secure contract services for compliance
monitoring to free staff time to enhance the level of review and verification
os is recommended.

(3) The County develop and implement a departmental PPM for WHP
monitoring activities including but not limited to: a. Reviewing lease addenda
received for WHP eligibility; b. Logging and tracking lease addenda received; c.
Reviewing information provided in the annual report, when applicable; d.
Documenting communication with property managers; and e. Steps for
communicating and escalating noncompliance issues.

Response: These procedures are in place, and will be formalized as a
departmental PPM. Written procedures are in place for all aspects of WHP
compliance monitoring, and these continue to be updated as enhancements
are made to the compliance monitoring system. In addition, post 2021,
protocols have been established and followed for documenting
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"Loluo?' communication with property managers and for escalation of issues. These
will be formalized as a departmental PPM for WHP.

(4) The County routinely conduct WHP training program for property manager
personnel and upon property manager request.

Response: This practice is in place. The County has, since the inception of the
program, provided training to property managers at the commencement of
leasing, when there is a change in property management or ownership (if
staff is made aware of the change as required by code), when there are WHP
code changes offecting property monogement, and upon request for
clarification of any issue. In addition, since 2023, the County has conducted
quarterly meetings to provide training on new requirements or features, to
obtain suggestions from property managers, and to address questions or
issues.

With regard to conveyance of information to staff at the Wellington Club, and
their property manager’s claim that they were unaware of the restrictive
covenant and other requirements, we document numerous communications
with the property in the Audit period, as well as their participation in meetings
and training, where program requirements were discussed.

(5) The County develop and implement a WHP manual to provide new and
current WHP property managers that includes, but is not limited to, the
following: a. Copy of the Restrictive Covenant. b. Copy of the applicable County
Code. c. Outline of property manager responsibilities related to the WHP. d.
Detailed instructions for completing the lease addendum and annual report, if
applicable, and submitting it to the County. e. County WHP personnel contact
information.

Response: These materials and this practice are in place. The restrictive
covenant ond WHP code, along with portal information, links, forms and
instructions, are provided to the property manager and their staff prior to
commencement of leasing, os part of the training provided. WHP personnel
contact information is provided on every form and price schedule, as well as
in every communication. In addition, the following are provided online here:
PZB - Planning Division — WHPRentalinfo

WHP Code
Key Definitions
Reporting Timeline
WHP Rents and Incomes
Forms for Properties with Utility Allowance
* Lease Addendum (projects subject to 4 income categories)
* Lease Addendum (projects subject to 8 income subcategories)
* WHP Rent Calculation Worksheet (projects subject to 4 income categories)
with Utility Allowance
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WHP Rent Calculation Worksheet (projects subject to 8 income subcategories) with
Utility Allowonce
Forms for Properties without Utility Allowance
* Lease Addendum (projects subject to 4 income categories)
* Lease Addendum (projects subject to 8 income subcategories)
* WHP Rent Calculation Worksheet (projects subject to 4 income categories)
without Utility Allowance
e WHP Rent Calculation Worksheet (projects subject to 8 income
subcategories) without Utility Allowance
Property Manager Training (Power Point presentation from most recent Training
Session)

(6) The County work with legal personnel to add language in future WHP
restrictive covenants that allows the County to enforce changes in the WHP
code that may conflict with the Restrictive Covenant.

Response: The County will work with owners to facilitate opting in to future
WHP code changes. The restrictive covenant establishes that the property
owner has the right, but not the obligation, to incorporate into the covenaont
any changes made to the WHP during the term of the covenant. Such
changes require the approval of the property owner and the Board of County
Commissioners. This is based on the provisions of the Unified Land
Development Code, wherein oll development orders, permits, enforcement
orders, ongoing enforcement actions, and all other actions of the Board of
County Commissioners, the Zoning Commission, the Development Review
Officer, Enforcement Boards, all other Palm Beach County decision making
and advisory boards, Special Masters, Hearing Officers, and all other Palm
Beach County Officials, issued pursuant to the procedures established by prior
Palm Beach County land development regulations, shall remain in full force
and effect.

The WHP has been revised substantially three times since adoption, in 2010,
2019, and 2023. While these code changes cannot be imposed on properties
developed under prior versions of the WHP, the County does work with
property owners who choose to incorporate the changes. For example, the
County facilitated an “opt-in” process for the 2023 changes addressing utility
allowance, fees, and annual reporting.

Audit Finding (2): The County and property managers did not always follow
the Restrictive Covenant with respect to WHP eligibility, lease restriction
language, and lease addenda.

Audit Recommendations:
(7) The County follow the Restrictive Covenant and notify the property

manager of households ineligible for the WHP and/or with an insufficient lease
addendum within the required timeframe.
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Response: This practice is in place. Although the Wellington Club restrictive
covenant dates from on earlier period and provides for o 10-day timeframe
for County review and response, the WHP code was revised in 2023 to
establish a 3-business day review and response time for the County. This
timeframe applies to the submittal of lease oddenda for all properties,
including the Wellington Club Apartments.

(8) The County implement a process to perpetually track lease addenda
received and related information (i.e. income, rent and fees, lease execution
date, lease start and end dates), determine occupancy by income category, and
monitor for compliance with the Restrictive Covenant.

Response: This process is in place. The County has implemented a
comprehensive compliance monitoring tracking system, that is used to track
all of the items listed. The tracking system is accessible to property
managers, to track the compliance status of their submittals and the all of
their WHP units in one place. Exhibit D provides an excerpt of a report from
the monitoring tracking system for Wellington Club Apartment WHP units.

(9) The County implement a process to ensure and/or amend the Restrictive
Covenant to require that the records for current and prior WHP households are
retained and accessible to the new property manager when there is a change
in property managers.

Response: The County will provide an annual reminder to owners and
property managers regarding the retention of records, starting in January
2026. The restrictive covenant already places the responsibility for
maintaining tenant records on the property owner and property manager,
ond also requires that the terms of the covenant be disclosed to any
subsequent owners, successors, and assigns, in any and all sales documents,
agreements and deeds. As a reminder to property owners and managers of
this responsibility pursuant to the restrictive covenant, the County will
provide a reminder at the first of each year, commencing in January 2026.

Audit Finding (3): The County did not always follow the Restrictive Covenant
related to the annual report, and property managers did not always provide
complete information in the annual reports.

Audit Recommendation:

(10) The County follow the Restrictive Covenant related to annual reporting
due dates and required information or amend the Restrictive Covenant to align
with the County’s practice.

Response: No changes are necessary. Restrictive covenants for projects
historically included a due date for annual reports based on the project’s
opproval date, meoning that reports from projects were received throughout
the year. As the number of projects increased, in 2018, the County
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standardize the due date for annual reporting to July 1%, to streamline the
process and better align with the annual issuance of new income and rent
schedules. The Audit determined that this did not follow the restrictive
covenant for Wellington Club Apartments, which included a deadline of May
1* for the annual report.

As the annual report is for the benefit of the County, updating the due date
in the restrictive covenants was not deemed necessary, and would have
required Board of County Commissioners’ approval for on inconsequential
change. The Audit also noted that the County stopped requesting certain
information required by the restrictive covenant to be in the annual report,
such as nomes and ages of all WHP household members. This information
had been gathered in early reports but never used for any purpose by the
County. As with the standardization of the annual report due date discussed
above, to streamline the process, the requirement to provide the names and
ages of ages of all household members was eliminated.

As noted in this Audit finding, property managers did not always provide
complete information in the annual reports, hindering compliance
determination. Ultimately, to address these recurring issues, the County
recommended, and the Board opproved a chonge to the WHP code to
eliminate the Annual Report process, replacing this challenging backward-
looking process with a comprehensive system tracking every unit in real
time. The County ollowed for properties to opt in to revise their covenants to
do away with the annual report. Wellington Club opted to do so.

Thank you to the Office of the Inspector General for completing this audit
requested by County Administration. We appreciate the tremendous amount
of work that your office has undertaken in reviewing both the property
manager’s and the County’s actions regarding the WHP units at the Wellington
Club Apartments. The Audit recommendations and suggestion will assist the
County in continuing to improve and build on the success of the Workforce
Housing Program.

You@w )

Patrick Rutter
Deputy County Administrator

cc:
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Exhibit A
History and Evolution of the Workforce Housing Program Implementation

The WHP implementation is best understood in two ‘eras.” The initial period began with the creation of the WHP
in 2006. To gain support for establishment of the program, assurances were made to industry that the program
would not be overly intrusive or disruptive in the business of developers and property managers. Accordingly,
tenant eligibility would be determined directly by the property manager, and reported to the County through a
lease addendum and an annual report. The staff implementing the program in the first years reported that these
were reviewed as received, and compliance was handled informally. Few issues were identified, as property
managers rarely charged the maximum rent allowable per the WHP, and property managers generally agreed to
comply with requested adjustments, to be confirmed at the next annual report. There is little documentation
available from this period.

The second period began in early 2017, when staffing changes were made to support a major revision of the WHP
code with the objective of increasing the number of WHP units produced. No changes were made to the
established monitoring approach initially, while code revisions were underway, but in becoming familiar with the
program it became increasingly apparent that informal compliance monitoring was falling short. Market
conditions were changing, and increased development overall meant that the number of WHP rental units also
increased significantly: the number of WHP units jumped 50% from 2019 to 2020, from 501 to 748 units, and
doubled again to 1550 by 2024. Turnover of property managers created consistency challenges, and rising market
rents led to WHP rents at maximum allowable levels and extra fees for the first time in many projects. Efforts
began to formalize the compliance process and included instituting tracking findings and communications with
property managers, scheduling conference calls, providing written meeting notes to property managers after each
call, and providing follow-up reminders.

Upon completion of the code revision process in late 2019, staff’s attention turned fully to compliance monitoring,
and additional enhancements were instituted. These included creating enhanced instructions for the annual
report, providing monthly reminders to submit lease addenda, requesting ledgers to verify annual report
information, and creating a rent calculation worksheet. However, this was a slow and incremental process, with
limited success, and still rooted in a ‘facilitation’ rather than ‘enforcement’ approach. As late as fall of 2022, staff
was directed to work cooperatively with property managers (and WCA specifically) to resolve ongoing issues
without code enforcement action.

Given the ongoing issues, in 2023 the decision was made to undertake code and programmatic changes, to address
the “lessons learned” and completely transform compliance monitoring from essentially relying on a backward-
looking annual report to a comprehensive system tracking every unit in real time. This was accomplished through
the following changes and enhancements:

e Created database to track documentation submittals, lease start and end dates, and individual unit and overall
project compliance, and worked with ISS to provide online access to property managers

Created a new fee structure governing how utilities, and mandatory and voluntary fees, are charged
Established a minimum overall occupancy threshold for WHP units

Eliminated Annual Report requirement

Codified 10-day response time for properties, to allow for code enforcement instead of court action
Instituted quarterly meetings/trainings for property managers, and provided all materials online

Created manuals for compliance monitoring
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Exhibit B
Application of the Required Utility Allowance

The WHP code and restrictive covenant establish that:
® Units that do not include utilities must provide a utility allowance ($50 for 1 or 2 bedrooms; $75 for 3+)

® Units that include utilities that cost less than the allowance must credit the difference to the rent cost.
* Utility allowance is waived for units with utility costs that meets or exceeds utility ollowance cost.

There are two areas of disagreement with regard to the utility allowance provision and impact on tenant overcharges.
The two areas of disagreement pertain to “rent charged” and “excess utility costs.”

Rent Charged: The property owner is obligated to charge a compliant rent — a rent that does not exceed the maximum
allowable for the income category and number of bedrooms, minus the required allowance.

Many projects simply charge a rent that is at or below that figure, and do not “show the math,” which would entail
starting with a higher rent figure then showing a rent reduction in the amount of the required utility allowance. The
Audit identified as overcharged any unit in the sample that did not show the utility allowance as a specific reduction
in the unit’s ledger and in the forms provided to the County, even if the rent charged was at or below the maximum
minus the utility allowance. The County’s assessment is that this is not a specific requirement of the Code nor the
restrictive covenant, and represents an unnecessary and inefficient additional step for both property managers and
staff that does nothing to ensure compliant rent. It also does not reflect the industry trend of charging a ‘smart’ rent
that already incorporates these necessary adjustments. Thus, under this reasoning, no overcharge occurred for units
14 of 23 records in the sample.

Ultimately, as noted in the Audit, due to multiple issues with fees charged including utilities, in 2023 staff proposed
and the Board approved changes to the WHP code. The utility allowance concept was eliminated and a uniform
approach to all fees including utilities was adopted. This applied to all projects going forward, and to existing projects
that “opted in" to the code change and revised their restrictive covenants. Clarifications were also added for projects
that opted to retain the utility allowance.

Excess Utility Costs: As outlined above, the WHP code and restrictive covenant addressed what happens to the excess
allowance if the allowance amount exceeds the utility cost. The code and covenant did not address the inverse—what
happens to the excess utility cost when the cost exceeds the allowance amount.

When properties demonstrated an excess utility cost, the County allowed for that excess cost to be imposed on the
tenant. The reasoning was that if the property owner had to bear the excess cost, the utility allowance would
effectively be the actual cost of the utility, and not the prescribed $50 or $75. There was nothing in the WHP code or
Restrictive Covenant to indicate that the intent was for the property-owner to bear the full cost of utilities. This
approach was consistent with standard rental industry practices that require tenants to pay for overages on utilities.
It was also reasonable and fair that if the tenant receives a credit for the remaining utility allowance when the cost of
the utilities is lower than the allowance, then the tenant would bear the cost of the utility that exceeded the allowance.

In the case of Wellington Club Apartments, as discussed above, the property did not reflect the utility cost and the
utility allowance in its ledgers, instead charging a rent that reflected the reduction, and then applying a charge for any
excess utility cost. The Audit identified as overcharged those units where this excess was charged to the tenant. Under
the County’s reasoning, no overcharge occurred for these units.

As noted in the Audit and discussed above, the utility allowance concept was eventually replaced with a uniform
approach to all fees including utilities, which applied to all projects going forward, and to existing projects opting in.
For projects that did not choose to opt in to this change, and instead retained the utility allowance requirement, the
2023 WHP code revisions clarified that the cost of utilities in excess of the allowance can be charged to the tenant.
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Exhibit C-1, Summary
County Comprehensive Assessment of Audit findings of Resident Overpayments

County Adjustments are in strikethrough and underlined format. See Exhibit C-2 for details
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18 Random Selection ;gﬁg(l)fg_ $1,164.80 $61.51 S- $1,164.80
22 Random Selection i%:ﬁg;; - $28274 $7483 S- $29274
24 Random Selection igiﬁg;g B $51935 $17.83 S- $51935
29 Random Selection i;:;gg:g - $3,359.23 |[s$9331 $2,489.00 $870.23
31 Random Selection Z;éjg;gl_ $22000 $523 S- $22000
32 Random Selection Zgéigé‘:; $369600 |$30885 S$- $3.696.00
33 Random Selection ig{;gggz_ e el S- e
36 Random Selection :%ig;g N ;i:w $25.07 S 182.47 i‘“’?‘%
38 Random Selection Zg;ﬁg;i - $1,09581 |[$2808 $- $1,095.81
40 Random Selection Zg;ggg' $112516 |$23.87 S- $112516
m $10,834.66 wm
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Analysis of 19 Tenants ldentified by IG Audit as Overpaid

Sample 1. Newspaper Article (Kerla), 2 bedroom unit, total household income was certified as
LOW. |dentified in IG Audit Exhibit 1 as Overpaid tenant (#1 of 19) for this period: 8/9/2019-
8/7/2022, due to these causes of overpayment: 1,2, 3,4, 5

County Assessment: overpaid, $1,466 credit is due for overcharges for the period prior to
July 2020.

Cause 1: Overpaid due to incorrect rent charged by PM.
Cause 2: N/A (See Exhibit B for explanation)

Cause 3: N/A. Per Project manager (PM) Lease renewal for the 8/21-8/22 lease dates was
sentto tenant on 5/21 when Max 1582 price was in effect. Therefore, County used the
correct schedule to calculate overcharges.

Cause 4: During a follow-up conference call on 11/19/2020 the PM stated that the $25 trash
fee was an additional charge imposed on all tenants, so she was crediting the $25 to the WHP
renters. In doing so, she was ensuring no WHP tenant’s rent exceeded the Max WHP rent due
to a mandatory Trash fee. When County reviewed the 2019-20 report the county staff relied on
the information of $25 credits to all WHP tenants to offset the Trash fee. That statement was
not correct as the ledger showed no credits.

The $25 Trash fee was tabulated into the credit due (see below Calculation of overpayment and
credit due below).

Cause 5: Credits are due for overcharges from the period prior to July 2020.

Calculation of overpayment and credit due :

Lease period 8/9/19-8/8/2020: Overcharges 1632
e Max WHP Rent 1506-50+45 (water charge)=1501,
e WHPRent 1612+25=1637
e Monthly overcharge was 1637-1501=136
e 12months *136=1632

Lease period 8/9/2020-8/8/2021. Overcharges 660+47=707
e Max WHP Rent (per 2020 Schedule) 1582-50+45 (water charge)=1577,
e WHPRent 1612+25=1637
e Monthly overcharge was 1637-1577=60
e 11 months *60=660

Water charges were adjusted July 2021

e Max WHP Rent per 2020 Schedule) 1582-50+58(water charge)=1590,
WHP Rent 1612+25=1637

e Monthly overcharge was 1637-1590=47
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e 1 months *47=47

Lease period 8/9/2021-8/9/22. Overcharges 570+102=672
e Max WHP Rent (per 2020 Schedule. Pre-leased per PM) 1582-50+58(water charge)=1590,
WHP Rent was 1660+25=1685
Monthly overcharge was 1685-1590=95
6 months *95=570

Base rent was adjusted February 2022

e Max WHP Rent (per 2020 Schedule. Pre-leased per PM) 1582-50+58(water charge)=1590,
e WHP Rent 1582+25=1607

e Monthly overcharge was 1607-1590=17

e 6 months *17=102

Lease period 8/9/2022-8/8/2023. No overcharges
e Max WHP Rent (per 2022 Schedule) 1656-50+58 (water charge)=1664,
e WHP Rent 1542+25=1567
e No overcharges 1567<1664

Lease period 8/9/2023-8/8/2024. No overcharges
e Max WHP Rent (per 2023 Schedule) 1754-50=1704, $58 water was assessed
e WHPRent 1617+25=1642
e No overcharges 1642<1704

Total overcharges: 1632+707+672=3011
Total credits provided: 1515+30=1545
Credits due: 1,466

Sample 2. Newspaper Article (Ceballos), 1 bedroom unit, total household income was certified
as LOW. Identified in |G Audit Exhibit 1as Overpaid tenant (#2 of 19) for this period: 4/28/2020-
6/30/2023, due to these causes of overpayment: 1,2, 5

County Assessment: overpaid, $112 credit due for overcharges for the period prior to July
2020.

Cause 1: - Overpaid due to incorrect rent charged by PM.
Cause 2: - N/A (See Exhibit B for explanation)
Cause 5: Credits are due for overcharges from the period prior to July 2020.

No overcharges after March 2023. Trash was not charged on 3/23, rent after 4/2023 was
compliant.
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Calculation of overpayment and credit due :

Lease period 4/28/2020-4/27/2021: Overcharges 1872

Max WHP Rent 1255 (2019 Schedule)-50+35 (water charge)=1240,
WHP Rent 1371+25=1396

Monthly overcharge was 1396-1240=156

12 months *156=1872

Lease period 4/28/2021-4/27/2022. Overcharges 240+791+75=1106

Max WHP Rent 1318 (2020 Schedule)-50+35(water charge)=1303,
WHP Rent 1398+25=1423

Monthly overcharge was 1423-1303=120

2 months *120=240

Water charges were adjusted July 2021

Max WHP Rent 1318 (2020 Schedule)-50+42 (water charge)=1310,
WHP Rent 1398+25=1423

Monthly overcharge was 1423-1310=113

7 months *113=791

Base rent was adjusted February 2022

Max WHP Rent 1318 (2020 Schedule)-50+42(water charge)=1310,
WHP Rent 1310+25=1335

Monthly overcharge was 1335-1310=25

3 months *25=75

Lease period 4/28/2022-4/27/2023. Overcharges 250

e Max WHP Rent 1285 (2021 Schedule)-50+42(water charge)=1277,
e WHPRent 1277+25=1302
.
.

Monthly overcharge was 1302-1277=25
10 months *25=250
Starting March 2023 PM did not assessed $25 Trash fee

Lease period 4/28/2023-4/27/2024. No overcharges
e Max WHP Rent (per 2022 Schedule) 1380-50+42=1372,
e WHPRent 1307+25=1332
e No overcharges, 1332<1372

Total overcharges: 1872+1106+250=3228
Total credits provided: 3116
Credits due: 112
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Sample 3. Newspaper Article (Chilcutt). 1 bedroom unit, total household income was certified
as LOW. Identified in IG Audit Exhibit 1as Overpaid tenant (#3 of 19) for this period: 10/9/18-
10/8/22, due to these causes of overpayment: 1,2,4,5

County Assessment: overpaid, $4,026 credit due for overcharges for the period prior to July
2020

Cause 1: Overpaid due to incorrect rent charged by PM.
Cause 2: N/A (See Exhibit B for explanation)

Cause 4: During a follow-up conference call on 11/19/2020 the PM stated that the $25 trash
fee was an additional charge imposed on all tenants, so she was crediting the $25 to the WHP
renters. In doing so, she was ensuring no WHP tenant’s rent exceeded the Max WHP rent due
to a mandatory Trash fee. When County reviewed the 2019-20 report the county staff relied on
the information of $25 credits to all WHP tenants to offset the Trash fee. That statement was
not correct as the ledger showed no credits.

The $25 Trash fee was tabulated into the credit due (see below Calculation of overpayment and
credit due below).

Cause 5: Credits are due for overcharges from the period prior to July 2020.

Sample 5. Property Manager Employee. 3 bedroom unit, total household income was certified
as MOD1. Identified in IG Audit Exhibit 1as Overpaid tenant (#4 of 19) for this period: 4/23/2018-
4/30/23 , due to these causes of overpayment: 2,5

County Assessment: not overpaid

Cause 2: N/A (See Exhibit B for explanation)

Cause 5: N/A (not overcharged see calculations below). Tenant has received employee
discount $371 in 2018-2019 period, $376 in 2019-2020, 2020-2021 and 21-22 periods and
$387 in in 2022-23 and 2023-24 periods which brought WHP Rent into compliance.

Lease dates | Max WHP Rent WHP Rent per ledger Overcharges

4/23/2018- | $1870-$20=$1850 $1854-$371+ $25=9$1508 | $1508 <$1850

4/22/2019 $55 water cost (not $371 Employee discount No overcharges
assessed), $20UA is built in rent

required partial UA credit
(further referenced as
partial UA) is
$75-$55=$20
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Lease dates | Max WHP Rent WHP Rent per ledger Overcharges
4/23/2019- | $2000-$20=$1980 $1880-$376+$25=8$1529 $1529<$1980
4/22/2020 $55 water cost (not $376 Employee discount No overcharges
assessed), $20UA is built in rent
Required partial UA is
$75-$55=$20
4/23/2020- | $2174-$20=$2154 $1880-$376+$25=8$1529 $1529<8$2154
4/22/2021 $55 water cost (not $376 Employee discount No overcharges
assessed), $20UA is built in rent
required partial UA is
$75-$55= $20
4/23/2021- | $2284-$3=$2281 $1880-$376 +$25=81529 | $1529<$2281
4/22/2022 $72 water cost (not $376 Employee discount No overcharges
assessed), $3UA is built in rent
required partial UA is
$75-$72=83
4/23/2022- | $2226-$3=$2223 $1936-$387+$25= $1598 $1598<$2223
4/22/2023 $72 water cost (not $387 Employee discount No overcharges
assessed), $3UA is built in rent
required partial UA is
$75-$72= 83
4/23/2023- | $2393-$75=$2318 $1986-$387+$25= $1627 $1627<$2318
4/22/2024 Water charge of $72 is $387 Employee discount No overcharges
assessed to the tenant, $75UA is built in rent
required UA is $75
4/23/2024- | $2533-$75=$2458 $1987+$25=$2012 $2012<$2458
4/22/2025 Water charge of $72is No overcharges
assessed to the tenant, $75UA is built in rent
required UA is $75

County Assessment: not overpaid

Cause 2: N/A (See Exhibit B for explanation)

Sample 9. 3 bedroom unit, total household income was certified as Middle. Identified in IG
Audit Exhibit 1as Overpaid tenant (#5 of 19) for this period: 5/21/22-1/31/23, due to these causes
of overpayment: 2,5

Cause 5: N/A (not overcharged see calculations below). WHP Rent never exceeded Max WHP
Rent adjusted to reflect the required Utility Allowance.
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Lease dates | Max WHP Rent WHP Rent per Overcharges
ledger

5/21/2022- | $2671-$75=$2596 $2439+$25=$2464 | $2464 <$2596
5/20/2023 Water charge of $72 is assessed No overcharges

to the tenant, required UA is $75 $75 UAis built in rent
5/21/2023- | $2871-$75=$2796 $2589+$25=$2614 | $2614<$2796
5/20/2024 Water charge of $72 is assessed No overcharges

to the tenant, required UA is $75 $75UA is built in rent

Cause 2: N/A (See Exhibit B for explanation)

Sample 10. 1 bedroom unit, total household income was certified as Middle. Identified in IG
Audit Exhibit 1as Overpaid tenant (#6 of 19) for this period: 11/9/21-6/30/2023, due to these
causes of overpayment: 1, 2, 6.

County Assessment: not overpaid unless Property owner and/or tenant(s) can attest to the
lower income identified by the IG Audit

Cause 5: N/A (not overcharged see calculations below). WHP Rent never exceeded Max WHP
Rent adjusted to reflect the required Utility Allowance.

Cause 6: Staff relied on lease addendum provided by Property Manager., which reported the
tenant’s income as $109,044, Middle category per 2021 schedule. Based on this information,
the correct rent was charged and no overcharge occurred.

Lease dates | Max WHP Rent WHP Rent per Overcharges
ledger

11/09/2021- | $2248-$(8)=$2256 $1910+$25=8$1935 | $1935 <$2256
11/08/2022 $58 water cost (not assessed), No overcharges

required partial UA is

$50-$58= $(8)
11/09/2022- | $2415-$50=$2365 $2260+$25=$2285 | $2285<$2365
11/08/2023 Water charge of $58 is assessed No overcharges

to the tenant, required UA is $50 $50UA is builtin rent

County Assessment: not overpaid

Cause 2: N/A (See Exhibit B for explanation)

Sample 12. 3 bedroom unit, total household income was certified as MOD1. Identified in IG
Audit Exhibit 1as Overpaid tenant (#7 of 19) for this period: 4/21/21-4/20/2023, due to these
causes of overpayment: 2, 5.

Cause 5: N/A (not overcharged see calculations below). WHP Rent never exceeded Max WHP
Rent adjusted to reflect the required Utility Allowance.
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Lease dates | Max WHP Rent WHP Rent per Overcharges
ledger
4/11/2021- $2284-$3=$2248 $1890+$25=$1905 $1905 <$2248
4/10/2022 $72 water cost (not assessed), No overcharges
required partial UA is $3 US is built-in rent
$75-$72= 83
4/11/2022- $2226-$3=$2223 $2090+$25=$2115 $2115<$2223
4/10/2023 $72 water cost (not assessed), No overcharges
required partial UA is $3UA is built in rent
$75-$72=$3
4/11/2023- $2393-$75=$2318 $2290+$25=$2315 $2315<$2318
4/10/2024 Water charge of $72 is assessed No overcharges
to the tenant, required UA is $75 $75UA is built in rent
4/11/2024- $2533-$75=$2458 $2390+$25=$2415 $2415<$2458
4/10/2025 Water charge of $72 is assessed No overcharges
to the tenant, required UA is $75 $75UA is builtin rent

County Assessment: not overpaid

Cause 2: N/A (See Exhibit B for explanation)

Sample 13. 3 bedroom unit, Lease Addendum was not provided to County. Identified in IG
Exhibit 1 dated 8/21/2025as Overpaid tenant (#8 of 19) for this period: 1/1/2018-8/31/18, due to
these causes of overpayment: 2,5.

Cause 5: N/A (not overcharged see calculations below). WHP Rent never exceeded Max WHP
Rent adjusted to reflect the required Utility Allowance.

This tenant was reported in 2017-2018 report as Middle tenant. However, Lease Addendum
was not provided. Tenant occupied 3 bedroom unit and had $348 concession. For the purpose
of compliance determination, staff compared the WHP Rent to the maximum WHP allowed for
the LOW category (see calculations below). The WHP rent was below the Max WHP Rent for 3
bedroom unit in LOW Category, therefore, not overplayed.

Lease dates | Max WHP Rent (LOW category) | WHP Rent per ledger Overcharges

11/29/2017- | $1496-$20=$1476 $1739+$25-$348 $1416<%$1476

11/28/2019 | $55 water cost (not assessed), | =$1416 No overcharges
required partial UA is $348 Security officer $20UA is built in
$75-$55= $20 concession rent

2020.

Sample 16. 1 bedroom unit, total household income was certified as LOW. Identified in IG Audit
Exhibit 1as Overpaid tenant (#9 of 19) for this period: 8/30/20-6/30/23, due to these causes of
overpayment: 1, 2, 3, 5.

County Assessment: overpaid, $192 credit is due for overcharges for the period prior to July
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Cause 1: Overpaid due to incorrect rent charged by PM.
Cause 2: N/A (See Exhibit B for explanation)

Cause 3: N/A. Per Project manager (PM) Lease renewal for the 8/21-8/22 lease dates was
sentto tenant on 5/21 when Max 1582 price was in effect. Therefore, County used the
correct schedule to calculate overcharges.

Cause 5: Credits were issued for period starting 7/1/2021. Credits are due for overcharges
from the 10 months prior to 7/1/2021.

Calculation of overpayment and credit due :

Lease period 8/30/2020-8/29/2021: Overcharges 180+22=202
e Max WHP Rent 1318 (2018 Schedule)-50+35 (water charge)=1303,
WHP Rent 1296+25=1321
Monthly overcharge was 1321-1303=18
10 months *18=180

Water charges were adjusted July 2021

e Max WHP Rent 1318 (2020 Schedule)-50+42 (water charge)=1310,
e WHP Rent 1296+25=1321

e Monthly overcharge was 1321-1310=11

e 2months *11=22

Lease period 8/30/2021-8/29/2022: Overcharges 132
e Max WHP Rent 1318 (2020 Schedule per PM Lease was renewed 6/21)-50+42(water
charge)=1310,
e WHP Rent 1296+25=1321
e Monthly overcharge was 1321-1310=11
e 12 months *11=132

Lease period 8/30/2022-8/29/2023: No overcharges
e Max WHP Rent 1380 (2022 Schedule)-50+42(water charge)=1372,
e WHPRent 1277+25=1302
e Noovercharges: 1302<1372

Lease period 8/30/2023-8/29/2024: No overcharges
e Max WHP Rent 1462 (2023 Schedule)-50=1412, $42 water was assessed,
e WHP Rent 1352+25=1377
e Noovercharges:1377<1412

Total overcharges: 209+132=341
Total credits provided: 149
Credits due: 192
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Sample 18. 2 bedroom unit, total household income was certified as LOW. Identified in IG Audit
Exhibit 1as Overpaid tenant (#10 of 19) for this period: 1/1/18-7/31/19, due to these causes of
overpayment: 1,2, 5.

County Assessment: overpaid, $1164 credit is due for overcharges for the period prior to
July 2020.

Cause 1: Overpaid due to incorrect rent charged by PM.
Cause 2: N/A (See Exhibit B for explanation)

Cause 5: Credits due for overcharges from the period prior to July 2020.

Sample 22. 2 bedroom unit, total household income was certified as MOD2. Identified in IG
Audit Exhibit 1as Overpaid tenant (#11 of 19) for this period: 10/4/22-1/31/23, due to these
causes of overpayment: 2,5.

County Assessment: not overpaid
Cause 2: N/A (See Exhibit B for explanation)

Cause 5: N/A (not overcharged see calculations below). WHP Rent never exceeded Max WHP
Rent adjusted to reflect the required Utility Allowance.

Lease Max WHP Rent WHP Rent per Overcharges
dates ledger
10/4/2022- | $2871-$75=$2796 $2539+$25=9$2564 | $2564 <$2796
10/3/2023 | Water charge of $72 is assessed No overcharges

to the tenant, required UA is $75 $75 UAis built-in rent
10/4/2023- | $3039-$75=$2964 $2664+$25=56289 | $2689<$2964
10/3/2024 | Water charge of $72 is assessed No overcharges

to the tenant, required UA is $75 $75UA is built in rent

Sample 24. 1 bedroom unit, total household income was certified as MOD2. Identified in IG
Audit Exhibit 1as Overpaid tenant (#12 of 19) for this period: 8/28/2020-1/31/23, due to these
causes of overpayment: 2,8.

County Assessment: not overpaid

Cause 2: N/A (See Exhibit B for explanation). WHP Rent never exceeded Max WHP Rent
adjusted to reflect the required Utility Allowance (see calculations below).

Cause 8: Ledger was submitted on 6/4/2024 and was reviewed and the unit was deemed
compliant.
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Lease dates | Max WHP Rent WHP Rent per Overcharges
ledger
8/28/2020- | $1977-$15=$1962 $1316+$25=$1341 $1341 <$1962
8/27/2021 $35 water cost (not assessed), No overcharges
required partial UA is $15 UA is built-in rent
$50-$35=$15
8/28/2021- | $1927-$8=$1919 $1355+$25=$1380 $1380 <$1919
8/27/2022 $42 water cost (not assessed), No overcharges
required partial UA is $8 UA is built-in rent
$50-842=$8
8/28/2022- | $2070-$50=$2020 $1555+$25=$1580 $1580<$2020
8/27/2023 Water charge of $42 is assessed No overcharges
to the tenant, required UA is $50 $50UA is built in rent

Sample 29. 1 bedroom unit, total household income was certified as LOW. Identified in IG Audit
Exhibit 1as Overpaid tenant (#13 of 19) for this period: 1/31/2020-1/30/2023, due to these
causes of overpayment: 1,2,5.

County Assessment: overpaid, $870.23 credit due for overcharges for the period prior to July
2020.

Cause 1: Overpaid due to incorrect rent charged by PM.
Cause 2: N/A (See Exhibit B for explanation)

Cause 5: Credits due for overcharges from the period prior to July 2020. No overcharges
after March 2023.

Sample 31. 2 bedroom unit, total household income was certified as Middle. Identified in IG
Audit Exhibit 1as Overpaid tenant (#14 of 19) for this period: 7/1/2019-6/30/2021, due to these
causes of overpayment: 2,5.

County Assessment: not overpaid
Cause 2: N/A (See Exhibit B for explanation)

Cause 5: N/A (not overcharged see calculations below). WHP Rent never exceeded Max
WHP Rent adjusted to reflect the required Utility Allowance.

Lease dates | Max WHP Rent WHP Rent per Overcharges
ledger
8/7/2017- $2268-$5=$2263 $1564+$25=1589 | $1589 <$2263
8/6/2018 $45 water cost (not assessed), No overcharges
required partial UA is $50-$45= $5 $5UA is built in rent
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Lease dates | Max WHP Rent WHP Rent per Overcharges
ledger
8/7/2018- $2425-$5=$2420 $1589+$25=1614 | $1614 <$2420
8/6/2019 $45 water cost (not assessed), No overcharges
required partial UA is $50-$45= $5 $5UA is built in rent
8/7/2019- $2635-$5=$2630 $1637+$25=1662 | $1662 <$2630
8/6/2020 $45 water cost (not assessed), No overcharges
required partial UA is $50-$45= $5 $5UA is built in rent
8/7/2020- $2768-$5=82763 $1637+$25=1662 | $1662 <$2763
10/6/2021 $45 water cost (not assessed), No overcharges
required partial UA is $50-$45= $5 $5UA is built in rent
10/7/2021- | $2698-$(8)=$2706 $1737+$25=1762 | $1762 <$2706
10/6/2022 $58 water cost (not assessed), No overcharges
required partial UA is $50-$58= $(8)
10/7/2022- | $2898-$50=$2848 $1937+$25=1762 | $1762 <$2848
10/6/2023 Water charge of $58 is assessed to No overcharges
the tenant, required UA is $50 $50 UAis built in rent
10/7/2023- | $3069-$50=$3019 $2062+$25=2087 | $2087 <$3019
10/6/2024 Water charge of $58 is assessed to No overcharges
the tenant, required UA is $50 $50 UA is built in rent

Cause 2: N/A (See Exhibit B for explanation)

Sample 32. 2 bedroom unit, total household income was certified as MOD1. Identified in IG
Audit Exhibit 1as Overpaid tenant (#15 of 19) for this period: 5/1/2018-4/30/2019, due to these
causes of overpayment: 1,2,5.

County Assessment: not overpaid unless Property owner and/or tenant(s) can attest to the
lower income identified by the IG Audit.

Cause 1: N/A Correct rent was charged. Tenant was originally qualified as MOD 1 tenant
when they moved-in to unit 3-304 (1 bedroom). On 5/1/2018 (when 2017 prices were in
effect) they moved to Unit 3-111 which was a 2 bedroom unit. As County Staff relied on
information provided by Property Manager. The WHP rent of $1604 was deemed
compliant (see calculations below) and therefore, no overcharge occurred.

Cause 5: N/A (not overcharged see calculations below). WHP Rent never exceeded Max
WHP Rent adjusted to reflect the required Utility Allowance.

Lease dates Max WHP Rent WHP Rent per Overcharges
ledger
5/1/2018- $1620-$5=$1615 $1579+$25=8$1604 | $1604 <$1615
4/30/2019 $45 water cost (not No overcharges
assessed), required partial $5UA is built in rent
UA is $50-$45= 85
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Sample 33. 2 bedroom unit, total household income was certified as MOD1. Identified in IG
Audit Exhibit 1as Overpaid tenant (#16 of 19) for this period: 5/1/2020-4/30/2022, due to these
causes of overpayment: 2,5.

County Assessment: not overpaid
Cause 2: N/A (See Exhibit B for explanation)

Cause 5: N/A (not overcharged see calculations below). WHP Rent never exceeded Max
WHP Rent adjusted to reflect the required Utility Allowance.

Lease dates Max WHP Rent WHP Rent per Overcharges
ledger

5/15/2020- $1883-$5=$1878 $1805+$25=$1830 | $1830<$1878

5/14/2021 $45 water cost (not assessed), No overcharges
required partial UA is $50-$45= $5 $5UA is builtin rent

5/15/2021- $1978-$5=$1973 $1859+$25=51884 | $1884 <$1973

5/14/2022 $45 water cost (not assessed), No overcharges
required partial UA is $50-$45= $5 $5UA is builtin rent

Sample 36. 2 bedroom unit, total household income was certified as LOW. Identified in IG Audit
Exhibit 1as Overpaid tenant (#17 of 19) for this period: 4/9/2022-4/8/2023, due to these causes
of overpayment: 1, 5, 7.

County Assessment: overpaid, sufficient credits were provided, no credits due
Cause 1: Overpaid due to incorrect rent charged by PM
Cause 5: no overcharges after 2/23.

Cause 7: Credit was calculated correctly. The property manager has demonstrated an
excess utility cost of $8 and, as outlined in Exhibit B, the County allowed for that excess
cost to be imposed on the tenant.

Calculation of overpayment and credit due :

Lease period 4/9/2022-4/9/2023: Overcharges 170

Max WHP Rent 1542 (2021 Schedule)-50+58(water charge)=1550,
WHP Rent 1542+25=1567

Monthly overcharge was 1567-1550=17

PM removed $25 trash fees in 3/23 and 4/23.

10 months *17=170

Page120f14

Page 51 of 61



OFFICE OF INSPECTOR GENERAL 2026-A-0002

Exhibit C-2

Lease period 4/10/2023-4/9/2024: No overcharges
e Max WHP Rent 1656 (2022 Schedule)-50=1606 ($25 water allocation was assessed),
e WHPRent 1572
e Noovercharges: 1572<1606

Total overcharges: 170
Total credits provided: 182.42
Credits due: 0

Sample 38. 2 bedroom unit, total household income was certified as LOW. Identified in IG Audit
Exhibit 1as Overpaid tenant (#18 of 19) for this period: 3/31/2018-6/30/2021, due to these
causes of overpayment: 1, 2, 5.

County Assessment: overpaid, $1,095.81 credit is due for 3/31/2018-6/30/2021 overpaid
period

Cause 1: Overpaid due to incorrect rent charged by PM.
Cause 2: N/A (See Exhibit B for explanation)

Cause 5: Credits due for overcharges.

Sample 40. 3 bedroom unit, total household income was certified as Middle. Identified in IG
Audit Exhibit 1as Overpaid tenant (#19 of 19) for this period: 7/21/2019-6/30/2023, due to these
causes of overpayment: 2,5.

County Assessment: not overpaid

Cause 2: N/A (See Exhibit B for explanation)

Cause 5: N/A (not overcharged see calculations below). WHP Rent never exceeded Max
WHP Rent adjusted to reflect the required Utility Allowance.

Lease dates Max WHP Rent WHP Rent per Overcharges
ledger
7/27/2019- $3043-$20=$1980 $1870+$25=$1895 | $1895<$3043
7/26/2020 $55 water cost (not assessed), No overcharges
required partial UA is $20UA is builtin rent
$75-$55= $20
7/27/2020- $3197-$20=83177 $1870+$25=$1895 | $1895<8$3177
10/25/2021 $55 water cost (not assessed), No overcharges
required partial UA is $20UA is builtin rent
$75-$55= $20
Page 13 of 14
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Exhibit C-2
10/26/2021- | $3116-$3=83113 $1970+$25=8$1995 | $1995<$2281
10/25/2022 $72 water cost (not assessed), No overcharges
required partial UA is $3UA is built in rent
$75-$72=$3
10/26/2022- | $3349-$75=$3274 $2170+$25=$2195 | $2195<$3274
10/25/2023 Water charge of $72 is assessed No overcharges
to the tenant, required UA is $75 $75UA was built in
rent
10/26/2023- | $3545-$75=$3470 $2320+$25- $2270<$3470
10/25/2024 | Water charge of $72 is assessed | $75=$2270 No overcharges
to the tenant, required UA is $75 $75UA was provided
on ledger
Page 14 of 14
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Sample of report from WHP Portal for Wellington Club (excerpt)

ExhibitD-1
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Sample of report from WHP Portal for Wellington Club (excerpt) Exhibit D-1
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Sample of report from WHP Portal for Wellington Club (excerpt)

ExhibitD-1
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Sample of report from WHP Portal for Wellington Club (excerpt) Exhibit D-1
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ATTACHMENT 2 — RPM LIVING, LLC’S MANAGEMENT RESPONSE

Palm Beach County Workforce Housing Program — Wellington Club Apartments
Audit Report 2026-A-0002
Property Management/Owner Response

Property management/owner appreciate the opportunity to respond to the County’s
audit findings documented in Audit Report 2026-A-0002. We are committed to full
compliance with WHP requirements and the Restrictive Covenant. We will continue to
work closely with the County’'s WHP team to ensure all household files, utility credits,
and annual reports are complete, accurate, and submitted in a timely manner.

* Finding (1): The Owner did not ensure that its property managers always
charged the applicable WHP rental rate and/or properly applied utility charges
and credits and the County lacked sufficient monitoring to identify the non-
compliance.

During the review period, utility credits were not applied to WFH housing units as
the property was not billing residents for water services. Water billing has now
been established, and management is ensuring that all required utility credits are
applied accurately and consistently in compliance with program guidelines.

e Finding (2): The County and property managers did not always follow the
Restrictive Covenant with respect to WHP eligibility, lease restriction language
and lease addenda.

A vast majority of noted issues occurred under a previous management company
not affiliated with the current team. Since assuming management, proper
verbiage/language has been added to the template lease agreement and sent to
the County (most recently 10.2024).

* Finding (3): The County did not always follow the Restrictive Covenant related to
the annual report and all property managers did not always provide complete
information in the annual reports.

During much of the inspection period, the property was under a prior
management company not affiliated with the current team. Since assuming
management, we have implemented procedures to ensure all WHP annual reports
are complete, accurate, and compliant with the Restrictive Covenant.
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* Recommendations (1): The County ensure that the property manager/owner
provides credits or issues refunds to WHP households that overpaid which were
not identified or fully credited in the County’s overpayment review process.

Property will continue to work with the County to ensure all credits due are
applied.

» Recommendations (2): The County implement routine reviews of WHP
household files retained electronically and physically by the property (e.q. rental
applications, original lease addenda, lease agreements and tenant ledgers) to
venfy lease addendum and annual report information reported to the County is
complete and accurate.

Both electronic and physical files, including rental applications, lease
agreements, lease addenda, and tenant ledgers, are being cross-checked to
confirm consistency with information reported to the County.

» Recommendations (3): The County develop and implement a departmental
PPM for WHP monitoring activities including but not limited to:
a. Reviewing lease addenda received for WHP eligibility
b. Logging and tracking lease addenda received;
c. Reviewing information provided in the annual report, when applicable;
d. Documenting communication with property managers; and
e. Steps for communicating and escalating noncompliance issues.

Property management team will follow all monitoring activities developed by the
County.

» Recommendations (4): The County routinely conduct WHP training program for
property manager personnel and upon property manager request.

Property management team will attend routine training courses implemented by
the County and will require all new managers and associates to attend/request
training to ensure understanding of the WHP.
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* Recommendations (5): The County develop and implement a WHP manual to
provide new and current WHP property managers that includes, but is not limited
to, the following:

Copy of Restrictive Covenant.

Copy of the applicable County Code.

Qutline of property manager responsibilities related to the WHP.

Detailed instructions for completing the lease addendum and annual

report, if applicable, and submitting it to the County.

e. County WHP personnel contact information.

Qan oo

County to implement.

* Recommendations (6): The County work with legal personnel to add language
in the future WHP restrictive covenants that allows the County to enforce
changes in the WHP code that may confiict with the Restrictive Covenant.

County to implement.

* Recommendations (7): The County follow the Restrictive Covenant and notify
the property manager of househalds ineligible for the WHP and/or with an
insufficient lease addendum within the required timeframe.

The property team will continue to work closely with the County to ensure all
WHP households meet eligibility requirements and that lease addenda are
properly executed. When notified by the County of any household ineligibility or
documentation issues, management will promptly address and resolve the matter
within the required timeframe. We will continue to coordinate with the County to
maintain compliance with the Restrictive Covenant.

* Recommendations (8): The County implement a process to perpetually track
lease addenda received and related information (i.e. income, rent and fees, lease
execution date, lease start and end dates), determine occupancy by income
category, and monitor for compliance with the Restrictive Covenant.

County to implement.

* Recommendations (9): The County implement a process to ensure and/or
amend the Restrictive Covenant to require that the records for current and prior
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WHP househoids are retained and accessible to the new property manager when
there is a change in property managers.

County to implement.

« Recommendation (10): The County follow the Restrictive Covenant related to
annual reporting due dates and required information or amend the Restrictive
Covenant to align with the County’s practice.

County to implement.
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