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1. INTRODUCTION

The purpose of this handbook is to provide guidance to the applicant in the preparation of an application for financial assistance under the DECD-administered federal HOME Investment Partnerships Program (HOME).  The handbook contains information that is critical for completing an eligible application and prospective applicants should read it carefully.  Applicants must also become familiar with the HOME Program Final Rule 24CFR (Code of Federal Regulations) Part 92 
 and how it can be applied to the applicant’s project. A copy of the "HOME Program Final Rule" is provided as an Appendix to this Handbook.
Technical Assistance will be available from DECD if there are questions on program design or the interpretation of the Final Rule.

2. PROGRAM OVERVIEW

Under the HOME Program, the federal government through the United States Department of Housing and Urban Development (HUD), using an allocation formula, distributes funds among eligible state and local governments. A unit of local or state government that receives such an allocation of funds to administer is called a Participating Jurisdiction (PJ).  

The HOME Program gives PJs the ability to fund a wide array of housing programs for low, very low-income and extremely low-income persons through creative, flexible and unique housing partnerships between the PJs, local governments, private industry and nonprofit organizations.  HOME allows these partnerships to respond to diverse local housing needs by using HOME funds to carryout housing strategies through the acquisition, rehabilitation and/or new construction of affordable housing.  The program also permits the use of funds to strengthen neighborhood housing developers known officially in HOME as Community Housing Development Organizations (CHDO’s). 

Financial assistance may be provided in a number of forms, most frequently as capital development loans and grants; however other forms of financial assistance are possible.  The Final Rule should be consulted for a complete list of eligible activities and forms of assistance.

HOME funds must be targeted to benefit those most in need.  For rental projects, the HOME-assisted units must house families with incomes at or below 60% of the area median income (AMI).  If there are five or more HOME-assisted units, 20% of these units must be reserved for families with incomes at or below 50% of area median 

income.  For ownership programs, the assisted families must have incomes at or below 80% of area median income.  In all cases, HOME-assisted units must remain affordable for a period of time (the affordability period) based on the type of project and the amount of HOME assistance.

3. APPLICATION PROCESS OVERVIEW 

DECD’s application is a three-phase process.  The phases include submission by the Applicant of a; Pre-Application, Application, and Final Application (Documents). 

Pre-Application:

This consists of: a written request that includes a brief description of the proposed project, a Certification of Conformance with the "Annual Action Plan for Housing and Community Development (Action Plan)" 
  -threshold criteria and an identification of the strategies/priorities and performance goals being met by the project.  The Pre-Application provides DECD with the information necessary to determine the basic eligibility of the proposed project.

Application:

Upon approval of the Pre-Application, the applicant will be invited to submit an Application.  The Application package consists of a series of questions, exhibits and instructions as well as a copy of this handbook. The Application is organized into five categories of evaluation criteria as outlined in the Action Plan: Project Need and Marketability, Applicant Capacity, Project Feasibility, Community Impact, and Fair Housing and Equal Opportunity. The Application review process is the initial project-underwriting phase where the information provided is evaluated based on the criteria outlined in the Action Plan and to ensure that the applicant will be able to carry out the proposed project and serve the intended income groups.  If the Application passes this review, the applicant will move on to the Final Application phase. 

Final Application (Documents):

During this phase the submission of a number of documents will be required, including those that address Environmental Reviews and Affirmative Fair Housing issues as well as the finalized Project Development Budget and Financing Plan, Operating Proforma and firm commitments from any other lenders. A complete list of these documents entitled "Sample Final Application Documents Checklist" is provided as an Appendix to this Handbook. There is significant interaction between DECD, the applicant, and other lenders in this phase to agree upon the financing structure of the project. 

When all documents on the Final Application Documents Checklist that are applicable to the proposed project have been submitted and approved by DECD, a Housing Assistance Proposal/ Commitment Letter is sent to the applicant.  The fully executed copy of the "Proposal" will then be sent to DECD’s legal counsel so that contract documents can be developed.
4.  DEFINITIONS 

ACT - Act means the HOME Investment Partnerships Act at title II of the Cranston-Gonzalez National Affordable Housing Act, as amended, 42 U.S.C. 12701 et seq.

ADJUSTED INCOME - See the HOME Final Rule  24 CFR  Part 92.203

ANNUAL INCOME - See the HOME Final Rule  24 CFR  Part 92.203

ANNUAL ACTION PLAN FOR HOUSING AND COMMUNITY DEVELOPMENT - The Annual Action Plan updates the State of Connecticut's Consolidated Plan for Housing and Community Development (ConPlan)
, a five-year plan addressing Connecticut's housing and community development needs.  The State submits the Plan to the U.S. Department of Housing and Urban Development (HUD) to apply for funds under the HOME Investment Partnerships Program and certain other Federal Programs including the Small Cities Community Development Block Grant Program (CDBG).  The Annual Action Plan covers the program year from July 1st to June 30th.  

CERTIFICATION - Certification shall have the meaning provided in section 104(21) of the Cranston-Gonzalez National Affordable Housing Act, as amended, 42 U.S.C. 12704.

COMMISSIONER  - Commissioner means the Commissioner of the Connecticut Department of Economic and Community Development.

COMMITMENT - Commitment means:

(1)
The participating jurisdiction has executed a legally binding agreement with a State recipient, a sub-recipient or a contractor to use a specific amount of HOME funds to produce affordable housing or provide tenant-based rental assistance; or has executed a written agreement reserving a specific amount of funds to a community housing development organization; or has met the requirements to commit to a specific local project, as defined in paragraph (2), below.

(2)
Commit to a specific local project means:

(i) If the project consists of rehabilitation or new construction (with or without acquisition) the participating jurisdiction (or State recipient or sub-recipient) and project owner have executed a written legally binding agreement under which HOME assistance will be provided to the owner for an identifiable project under which construction can reasonably be expected to start within twelve months of the agreement date.  If the project is owned by the participating jurisdiction or State 

(ii) recipient, the project has been set up in the disbursement and information system established by HUD, and construction can reasonably be expected to start within twelve months of the project set-up date.


(ii)
(A)  If the projects consists of acquisition of standard housing and the participating jurisdiction (or State recipient or sub-recipient) is acquiring the property with HOME funds, the PJ (or State recipient or sub-recipient) and the property owner have executed a legally binding contract for sale of an identifiable property and the property title will be transferred to the PJ (or State recipient or sub-recipient) within six months of the date of the contract.



(B)  If the project consists of acquisition of standard housing and the PJ (or State recipient or sub-recipient) is providing HOME funds to a family to acquire single family housing for homeownership or to a purchaser to acquire rental housing, the PJ (or State recipient or sub-recipient) and the family or purchaser have executed a written agreement under which HOME assistance will be provided for the purchase of the single family housing or rental housing and the property title will be transferred to the family or purchaser within six months of the agreement date.


(iii)  If the project consists of tenant-based rental assistance, the PJ (or State recipient or sub-recipient) has entered into a rental assistance contract with the owner or the tenant in accordance with the provisions of  Section  92.209.  
  

COMMUNITY HOUSING DEVELOPMENT ORGANIZATION (CHDO) - Community Housing Development Organization means a private nonprofit organization that:

(1)
Is organized under State or local laws;

(2) 
Has no part of its net earnings inuring to the benefit of any member, founder, contributor, or individual;

(3)
Is neither controlled by, nor under the direction of, individuals or entities seeking to derive profit or gain from the organization.  A CHDO may be sponsored or created by a for-profit entity, but:


(i)  The for-profit entity may not be an entity whose primary purpose is the development or management of housing, such as a builder, developer, or real estate management firm.


(ii)  The for-profit entity may not have the right to appoint more than one-third of the membership of the organization’s governing body.  Board members appointed by the for-profit entity may not appoint the remaining two-thirds of  the board members; and


(iii)  The CHDO must be free to contract for goods and services from vendors of its own choosing;

(4)
Has a tax exemption ruling from the Internal Revenue Service under section 501 (c)(3) or (4) of the Internal Revenue Code of 1986;

(5)
Does not include a public body (including the PJ).  An organization that is State or locally chartered may qualify as a CHDO; however, the State or local government may not have the right to appoint more than one-third of the membership of the organization’s governing body and no more than one-third of the board members may be public officials or employees of the PJ or State recipient.  Board members appointed by the State or local government may not appoint the remaining two-thirds of the board members;

(6)
Has standards of financial accountability that conform to the HOME Final Rule  24 CFR  84.21, “Standards for Financial Management Systems;”

(7) 
Has among its purposes the provision of decent housing that is affordable to low-income and moderate-income persons, as evidenced in its charter, articles of incorporation, resolutions or by-laws;

(8) 
Maintains accountability to low-income community residents by:


(i)  Maintaining at least one-third of its governing board’s membership for residents of low income neighborhoods, other low-income community residents, or elected representative of low-income neighborhood organizations.  For urban areas, “community” may be a neighborhood or neighborhoods, city, county or metropolitan area; for rural areas, it may be a neighborhood or neighborhoods, town, village, county, or multi-county area (but not the entire State); and


(ii)  Providing a formal process for low-income program beneficiaries to advise the organization in its decisions regarding the design, siting, development, and management of affordable housing;

(9)
Has a demonstrated capacity for carrying out activities assisted with HOME funds.  An organization may satisfy this requirement by hiring experienced key staff members who have successfully completed similar projects, or a consultant with the same type of experience and a plan to train appropriate key staff members of the organization; and

(10) 
Has a history of serving the community within which housing to be assisted with HOME funds is to be located.  In general, an organization must be able to show one year of serving the community before HOME funds are reserved for the organization.  However, a newly created organization formed by local churches, service organizations or neighborhood organizations may meet this requirement by demonstrating that its parent organization has at least a year of serving the community.  

CONVERSION - Conversion of an existing structure from an alternative use to affordable residential housing is an eligible activity.  Conversion is usually classified as rehabilitation.  If conversion involves additional units beyond the walls of an existing structure, the entire project will be deemed new construction.  Conversion of a structure to commercial use is prohibited.
EXTREMELY LOW-INCOME PERSONS/FAMILIES – Extremely Low-Income persons/families are defined as those families/individuals whose annual incomes do not exceed 30% of the median income for the area (0 to 30% AMI) as determined by HUD adjusted for family size. (As defined in the Priority Objectives

and Performance Goals section of the 2001 Action Plan for Housing and Community Development.) 

FAIR HOUSING ACTION PLAN - Recipients of HOME funds are required to affirmatively further Fair Housing in all of their housing programs.  In compliance with this requirement, DECD requires the development of a Fair Housing Action Plan.  

Refer to the Appendices of this Handbook for the "Fair Housing Action Plan Implementation Guidelines".  Submission of the Fair Housing Action Plan is mandatory and is required as part of the Final Application Documents Checklist.

FAMILY - Family has the same meaning given that term in 24 CFR 5.403.        
   

HOME FUNDS - HOME funds means funds made available under the HOME Final Rule 24 CFR Part 92 through allocations and reallocations, plus program income. 

HOMEOWNERSHIP - Homeownership means ownership in fee simple title or a 99 year leasehold interest in a one-to four-unit dwelling or in a condominium unit, or equivalent form of ownership approved by HUD.  The ownership interest may be subject only to the restrictions on resale required in the HOME Final Rule 24 CFR Part 92.254 (a); mortgages, deeds of trust, or other liens or instruments securing debt on the property as approved by the PJ; or any other restrictions or encumbrances that do not impair the good and marketable nature of title to the ownership interest.  For purposes of the insular areas, homeownership includes leases of 40 years or more.  The PJ must determine whether or not ownership or membership in a cooperative or mutual housing project constitutes homeownership under State law.  

HOUSEHOLD - Household means one or more persons occupying a housing unit.

HOUSING - Housing under the HOME program includes traditional rental as well as mutual housing and limited equity cooperatives, manufactured housing and manufactured housing lots, permanent housing for disabled homeless persons, transitional housing, single-room occupancy housing, and group homes.  Housing also includes elder cottage housing opportunity (ECHO) units that are small, free-standing, barrier-free, energy-efficient, removable, and designed to be installed adjacent to existing single-family dwellings.  Housing does not include emergency shelters (including shelters for disaster victims) or facilities such as nursing homes, convalescent homes, hospitals, residential treatment facilities, correctional facilities and student dormitories.

INSULAR AREAS - Insular areas means Guam, the Northern Mariana Islands, the United States Virgin Islands, and American Samoa.

JURISDICTION - Jurisdiction means a State or unit of general local government.

LOW-INCOME PERSONS/FAMILIES – Low Income Persons/Families are defined as those families/individuals whose annual incomes do not exceed 80% of the median income for the area (51 to 80% AMI) as determined by HUD adjusted for family size.  (As defined in the Priority Objectives and Performance of Goals section of the 2001 Action Plan for Housing and Community Development.)

METROPOLITAN CITY - Metropolitan city has the meaning given the term in 24 CFR 570.3.

MINORITY/WOMEN BUSINESS ENTERPRISE AND SMALL BUSINESS ENTERPRISES

- Minority/Woman Business Enterprise

" Woman-Owned Business" means a business that is 51% or more owned, controlled and actively operated by one or more persons who are classified as a part of a socially and economically disadvantaged group.  Such socially disadvantaged persons include, but are not limited to, Blacks, American Indians or Alaskan Natives, Hispanic, Asian or Pacific Islanders, and Portuguese.

- Small Business Enterprises
Qualifications overlap partially, but not completely, with those in state law.  A "socially and economically disadvantaged small business concern is any small business concern:

Which is at least 51% owned by one or more socially and economically disadvantaged individuals; or in the case of publicly-owned business, at least 51% of the stock of which is owned by one or more socially and economically disadvantaged individuals;

Whose management and daily business operations are controlled by one or more of such individuals;

Gross earnings must not exceed 3 million dollars for the previous calendar year.

MODERATE REHABILITATION - is any construction work to an existing structure where the average total development cost of the project is less than or equal to $25,000 per unit. Total development costs include all development costs, whether they are HOME-eligible costs or not.  

NEIGHBORHOOD - Neighborhood means a geographic location designated in comprehensive plans, ordinances, or other local documents as a neighborhood, village, or similar geographical designation that is within the boundary but does not encompass the entire area of a unit of general local government; except that if the unit of general local government has a population under 25,000, the neighborhood may, but need not, encompass the entire area of a unit of general local government.

PARTICIPATING JURISDICTION (PJ) - Participating jurisdiction means a jurisdiction (as defined above) that has been so designated by HUD in accordance with the HOME Final Rule 24 CFR Part 92.105.

PERSON WITH DISABILITIES - Person with disabilities means a household composed of one or more persons, at least one of whom is an adult, who has a disability. 

(1)
A person is considered to have a disability if the person has a physical, mental, or emotional impairment that:


(i)   Is expected to be of long-continued and indefinite duration;


(ii)  Substantially impedes his or her ability to live independently; and

(iii)  Is of such a nature that such ability could be improved by more suitable housing conditions.

(2)
A person will also be considered to have a disability if he or she has a development al disability, which is a severe, chronic disability that:

(i)  Is attributable to a mental or physical impairment or combination of mental and physical impairments;


(ii)  Is manifested before the person attains age 22;


(iii)  Is likely to continue indefinitely;

(iv)  Results in substantial functional limitations in three or more of the following areas of major life activity: self-care, receptive and expressive language, learning, mobility, self-direction, capacity for independent living, and economic self-sufficiency; and

(v)  Reflects the person’s need for a combination and sequence of special, interdisciplinary, or generic care, treatment, or other services that are of lifelong or extended duration and are individually planned and coordinated.  Notwithstanding the preceding provisions of this definition, the term “person with disabilities” includes two or more persons with disabilities living together, one or more such persons living with another person who is determined to be important to their care or well-being, and the surviving member or members of any household described in the first sentence of this definition who were living, in a unit assisted with HOME funds, with the deceased member of the household at the time of his or her death.

PRE-APPLICATION - means an applicant's brief description of the proposed project and initial written request to DECD for HOME funds with related documents to establish whether the project meets the following basic eligibility requirements: Action Plan Threshold Requirements, Action Plan Strategies/Priorities, Action Plan Objectives and Performance Goals, HOME Program Eligibility. 

PROGRAM INCOME - Program income means gross income received by the participating jurisdiction, state recipient, or a sub-recipient directly generated from the use of HOME funds or matching contributions.  When program income is generated by housing that is partially assisted with HOME funds or matching funds, the income shall be prorated to reflect the percentage of HOME funds used.  Program income includes, but is not limited to, the following: 

(1)
Proceeds from the disposition by sale or long-term lease of real property acquired, rehabilitated, or constructed with HOME funds or matching contributions;

(2)
Gross income from the use or rental of real property, owned by the PJ, State recipient, or a sub-recipient, that was acquired, rehabilitated, or constructed, with HOME funds or matching contributions, less costs incidental to generation of the income;            

(3)
Payments of principal and interest on loans made using HOME funds or matching contributions;

(4)
Proceeds from the sale of loans made with HOME funds or matching contributions;

(5)
Proceeds from the sale of obligations secured by loans made with HOME funds or matching contributions;

(6)
Interest earned on program income pending its disposition; and

(7)
Any other interest or return on the investment, permitted in the HOME Final Rule 24 CFR Part 92.205 (b), of HOME funds or matching contributions.

PROJECT - Project means a site or sites together with any building (including a manufactured housing unit) or buildings located on the site(s) that are under common ownership, management, and financing and are to be assisted with HOME funds as a single undertaking under the HOME Final Rule 24 CFR Part 92.  The project includes all the activities associated with the site and building.  For tenant-based rental assistance or homeowner rehabilitation program, project means assistance to one or more families.

PROJECT COMPLETION - Project completion means that all necessary title transfer requirements and construction work have been performed, the project complies with the requirements of the HOME Final Rule 24 CFR Part 92 (including the property standards under Section 92.251), the final draw-down has been disbursed for the project, and the project completion information has been entered in the disbursement and information system established by HUD.  For tenant-based rental assistance, project completion means the final draw-down has been disbursed for the project.

RECONSTRUCTION - Reconstruction means the rebuilding, on the same lot, of housing standing on a site at the time of project commitment.  The number of housing units on the lot may not be decreased or increased as part of a reconstruction project, but the number of rooms per unit may be increased or decreased.  Reconstruction also includes replacing an existing substandard unit of manufactured housing with a new or standard unit of manufactured housing.  Reconstruction is rehabilitation for purposes of the HOME Final Rule 24 CFR Part 92. 

SECTION 3 REQUIREMENTS 

The purpose of Section 3 of the Housing and Urban Development Act of 1968, as amended, is to ensure that training, employment and other economic opportunities 

generated by eligible HUD financial assistance, shall to the greatest extent feasible, and consistent with existing Federal, State and Local laws and regulations, be directed to low-and-very low-income persons.  This particularly pertains to those who are recipients of government assistance for housing and to business concerns, which provide economic opportunities to low-and-very low-income persons. 

Section 3 business is a business concern that:

(1)
Is 51% or more owned by Section 3 residents; 

(2)  
Whose permanent, full-time employees include persons, at least 30% of whom are currently Section 3 residents, or within three years of the date of first employment with the business concern were Section 3 residents; 

(3)
Provides evidence of a commitment to subcontract in excess of 25% of the dollar award of all subcontracts to be awarded to business concerns that meet the qualifications set forth in part (1) and (2) of this definition.

SECTION 3 RESIDENT - A Section 3 resident is a public housing resident; or an individual who resides in the metropolitan area or non-metropolitan county in which the Section 3 covered assistance is expended and who is a low-income, very low-income, or extremely low income person.

SINGLE ROOM OCCUPANCY (SRO) HOUSING - Housing consisting of single room dwelling units that is the primary residence of its occupant or occupants.  The unit must contain either food preparation or sanitary facilities (and may contain both) if the project involves new construction, conversion of non-residential space, or reconstruction.  For acquisition or rehabilitation of an existing residential structure or hotel, neither food preparation nor sanitary facilities are required to be in the unit.  If the units do not contain sanitary facilities, the building must contain sanitary facilities that are shared by tenants. 

STATE - State means any State of the United States, the District of Columbia, the Commonwealth of Puerto Rico, or any agency or instrumentality thereof that is established pursuant to legislation and designated by the chief executive officer to act on behalf of the State with regard to the provisions of the HOME Final Rule 24 CFR Part 92.

STATE RECIPIENT - See the HOME Final Rule 24 CFR Part 92.201 (b)(2).

SUBRECIPIENT - Sub-recipient means a public agency or nonprofit organization selected by the PJ to administer all or a portion of the PJ’s HOME program.  A public agency or nonprofit organization that receives HOME funds solely as a developer or owner of housing is not a sub-recipient.  The PJ’s selection of a sub-recipient is not subject to the procurement procedures and requirements. 

SUBSTANTIAL REHABILITATION - is any construction work to an existing structure where the average total development cost of the project is greater than $25,000 per unit.  Total development costs include all development costs, whether they are HOME-eligible costs or not.  

TENANT-BASED RENTAL ASSISTANCE - Tenant-based rental assistance is a form of rental assistance in which the assisted tenant may move from a dwelling unit with a right to continued assistance.  Tenant-based rental assistance under the HOME Final Rule 24 CFR Part 92 also includes security deposits for rental of dwelling units. 

TRANSITIONAL HOUSING - Transitional housing means housing that:

(1)
Is designed to provide housing and appropriate supportive services to persons, including (but not limited to) de-institutionalized individuals with disabilities, homeless individuals with disabilities, and homeless families with children; and

(2)
Has as its purpose facilitating the movement of individuals and families to independent living within a time period that is set by the PJ or project owner before occupancy.  

UNITS OF GENERAL LOCAL GOVERNMENT - Units of general local government means a city, town, township, county, parish, village, or other general purpose political subdivision of a State; a consortium of such political subdivisions recognized by HUD in accordance with Section 92.101; and any agency or instrumentality thereof that is established pursuant to legislation and designated by the chief executive to act on behalf of the jurisdiction with regard to provisions of the HOME Final Rule 24 CFR Part 92.  When a county is an urban county, the urban county is the unit of general local government for purposes of the HOME Investment Partnerships Program.

URBAN COUNTY - Urban county has the meaning given the term in the HOME Final Rule 24 CFR 570.3.

VERY LOW-INCOME PERSONS/FAMILIES - Very low-income persons/families are defined as those families/individuals whose annual incomes do not exceed 50% of the median income for the area (31 to 50% AMI) as determined by HUD adjusted for family size.  (As defined in the Priority Objectives and Performance Goals section of the 2001 Action Plan for Housing and Community Development.) 

5. ELIGIBLE APPLICANTS
The HOME Program will be open to all applicants ranging from a municipality to private individuals.  Eligible applicants include, but are not limited to, the following:


-  Municipality


-  Housing Authority


-  Municipal Developer


-  Nonprofit Corporation


-  Urban Homesteading Agency


-  For-Profit Corporation

-  Partnership


-  Individual


-  Community Housing Development Organization


-  Partnership (with nonprofit co-general partner) 

6. ELIGIBLE AND INELIGIBLE ACTIVITIES
This section contains a list of program eligible activities as defined by HUD and a review of ineligible activities that are prohibited under the HOME Program.

Eligible Activities
The following is a listing of eligible activities under the HOME Investment Partnerships Program:

1.  Acquisition of real property (including assistance to homebuyers).

2.  New Construction

3.  Reconstruction

4.  Conversion

4. Moderate Rehabilitation 

5. Substantial Rehabilitation 

7.  Tenant-based rental assistance

8.  Relocation of displaced persons, families, businesses or organizations 

1. Site improvements

10.  Acquisition of vacant land 

11.  Demolition (if construction will begin on the HOME project within 12 months)
12.  Project Related Soft Costs

13.  Predevelopment Loans and Operating expenses for CHDO's

14.  Refinancing
15.  Capitalization of Project Reserves - for initial operating deficits up to 18   

  months only.

Types of Assistance

The above activities may be supported through the following forms of assistance: equity investment, interest-bearing loans or advances, non-interest-bearing loans or advances, interest or principal reduction subsidies, deferred payment loans/grants, loan guarantees or the establishment of a loan guarantee account, and other forms 

of assistance as approved by HUD as part of the participating jurisdiction’s consolidated plan.  

Ineligible Activities
Certain activities under the HOME Program are prohibited.  In general, HOME funds cannot be used for the following prohibited activities:

  1.  Operations or Modernization of Public Housing

  2.  Tenant subsidies for special mandated purposes under Section 8

3.  Tenant subsidies to prevent displacement in federal Rental Rehabilitation 

      projects

  4.  Project-based rental assistance

  5.  Matching funds for any other federal program except McKinney Act funds

  6.  Annual Contributions Contracts

  7.  Activities under the Low-Income Housing Preservation Acts of 1987 and 1990

  8.  Payment for the acquisition of property already owned by the PJ

  9.  Payments to religious organizations (HOME funds can be used by a secular 

       organization to acquire housing from a religious organization)

10. Project reserve accounts for replacements and unanticipated increases in        operating costs, or operating subsidies for rental housing (except for initial operating deficit reserves for new construction/substantial rehabilitation projects) 

11. To provide assistance to a project previously assisted with HOME funds before

        the period of affordability ends (for homeownership programs, subsequent

 sales of such units previously assisted with HOME funds may be provided with     additional HOME resources as long as the additional resources make the units affordable to new low-income homebuyers).

12.  Properties receiving assistance under 24 CFR Part 248 (Pre-payment of Low-Income Housing Mortgages)

13. Monitoring, servicing and origination fees in HOME-assisted projects  

7. PROGRAM REGULATIONS AND PROJECT REQUIREMENTS
Applicants should become familiar with those parts of the federal HOME Investment Partnerships Program Final Rule 24 CFR Part 92 which are 

applicable to their proposed project.  The section below will review several of the many regulations and requirements of the program but is not all inclusive and should not be used as a substitute for the HOME Final Rule.

Eligible Costs 
HOME funds may be used to pay the following eligible project costs:


Acquisition and Site Development


Architectural and Engineering


New Construction


Rehabilitation


Furnishing and Equipment


Financing and Interim Costs


Soft Costs including: Relocation and Resident Training

Costs related to tenant-based rental assistance (TBRA) - including the actual rental assistance and security deposit payments.  Administration of tenant-based rental assistance is eligible only under general management. 

CHDO Operating Expenses & Predevelopment Loans.

CHDO Set-Aside

The HOME Program attempts to promote and expand non-profit housing activities by setting aside a minimum 15% of each PJ's (DECD's) HOME allocation for investment in housing owned, sponsored, or developed by Community Housing Development Organizations (CHDOs).  DECD will use 10% of the CHDO Set-Aside for CHDO Predevelopment Loans. Additionally, 5% of the Department's annual allocation will be set-aside for a CHDO Operating Expense Program.

See the "CHDO Policies" which are part of the DECD HOME Policies, an 

 Appendix to this Handbook.

Please refer to your Project Manager regarding the process for DECD designation as a CHDO.

Project Requirements
While the HOME program permits a wide range of housing activities, it also requires that the PJ’s (DECD), and therefore its Applicants, abide by strict guidelines and restrictions stipulated by the law.  These requirements vary depending on the type of housing activity pursued by the PJ (DECD).

Rental Projects 

Determining the HOME Assisted Units:
Unlike other federal programs, such as CDBG and Rental Rehabilitation, the HOME Program distinguishes between the units in a project that have been assisted with HOME funds and those that have not. This distinction between HOME assisted and unassisted units allows HOME funds to be spent on mixed income projects while still targeting HOME dollars only to income eligible households.

The HOME rent and occupancy rules apply only to HOME assisted units.

HOME rules create a floor for the number of HOME assisted units a project must have. This floor is based on the proportional share of total eligible costs to be paid with HOME funds. However, the PJ (DECD) may require a higher number of HOME assisted units in a project.

Fixed and Floating units:

For properties with both assisted and non-assisted units, the Applicant must select “fixed” or “floating“ units at the time of project commitment.

Fixed Units: When HOME assisted units are "fixed”, the specific units that are HOME assisted (and, therefore, subject to HOME rent and occupancy requirements) are designated and never change.

Floating Units: When HOME assisted units are "floating", the units that are designated as HOME assisted may change over time as long as the total number of HOME assisted units in the project remains the constant.

The floating designation gives the owner some flexibility in assigning units, and can help avoid stigmatizing the HOME assisted units.

If the floating designation is used, the owner must ensure that the HOME assisted units remain comparable to the non-assisted units over the affordability period in terms of size, features and number of bedrooms.

Allocating Costs to the HOME Assisted Units:

Before determining the allowable HOME subsidy amount, PJs (DECD) must establish the total HOME eligible cost for the project.

For mixed projects with HOME assisted and non-HOME assisted units, the PJ (DECD) must allocate costs across units.

If both the assisted and non-assisted units are comparable in size, features and number of bedrooms, the HOME eligible costs can be prorated across units. (Since floating units, by definition, must be comparable, costs should always be prorated.)

If the assisted and non-assisted units are not comparable, the actual costs must be determined and allocated unit by unit. The specific units identified to “receive” HOME funds must be fixed, that is, designated as HOME assisted.

HUD Notice CPD 98-02
, provides further guidance on allocating costs in projects with HOME and non-HOME units.

Property Type and Location:

Eligible Property Types

HOME rental projects may be one or more buildings on a single site, or multiple sites that are under common ownership, management and financing.

The project must be assisted with HOME funds as a single undertaking.

The project includes all activities associated with the site or building.

HOME funds may be used to assist mixed income projects (but, only HOME eligible tenants may occupy HOME assisted units).

Transitional as well as permanent housing, including group homes and SRO’s, is allowed. 

The Final Rule indicates there are no preferences for project or unit size or style, however, the design must be approved by DECD.

Elder Cottage Housing Opportunity Units:

Elder Cottage Housing Opportunity (ECHO) units are small, free standing, barrier free, energy efficient, removable and designed to be installed adjacent to existing single family dwellings. 

The owner of an ECHO unit must be the owner occupant of the single-family host property on which the ECHO unit will be located, a PJ (DECD) or a non-profit organization.

During the affordability period, the tenant must be a low-income family and an elderly or disabled family as defined in 24 CFR 5.403.

HOME rental housing restrictions apply, except for the following:

· Only one ECHO unit may be provided per host property.

· The ECHO unit owner may choose whether or not to charge the tenant of the ECHO unit rent, but if a rent is charged, it must meet HOME requirements.

The ECHO unit must meet the HOME affordability restrictions, if within the affordability period the original occupant no longer occupies the unit, the ECHO unit owner must:

· Rent the unit to another eligible occupant on site; 

· Move the ECHO unit to another site for occupancy by an eligible occupant; or

· If the owner of the ECHO unit is the host property owner occupant, the owner may repay the HOME funds in accordance with the PJ's (DECD's) recapture provisions. 

Ineligible Property Types: 

Properties previously financed with HOME during the affordability period cannot receive additional HOME assistance unless assistance is provided during the first year after project completion.

HOME funds may not be used for operations or modernizations of public housing projects financed under the Housing Act of 1937.

Projects assisted under 24 CFR Part 248 (Prepayment of Low Income Housing Mortgages) may not receive HOME funds, unless assistance is provided to “priority purchasers” of such housing. A priority purchaser is a resident council organized to acquire a project in accordance with a resident homeownership program, or any nonprofit organization or state or local agency that agrees to maintain low-income affordability restrictions for the remaining useful life of the project. Organizations or agencies affiliated with a for-profit entity for the purposes of purchasing a property do not qualify as priority purchasers.

Other Standards:

A PJ's (DECD's) HOME program must comply with Title VI of the Civil rights Act of 1964, the Fair Housing Act, Section 504, Executive Order 11063 and HUD regulations issued pursuant thereto so as to promote greater choice of housing opportunities.

The site and neighborhood standards of 24 CFR 983.6(b) apply only to new construction of rental housing.

Long Term Affordability:

Affordability Period

HOME affordability periods are minimum requirements.  Applicants may establish longer periods of affordability for their projects.  In addition, the PJ (DECD) may require a longer period of affordability on a project depending upon the type and amount of HOME subsidy provided.

    Obtaining Shorter Periods of Affordability.

If a shorter affordability period is desired, the PJ (DECD) or the Applicant can take steps to minimize the HOME per unit subsidy.  This can be achieved by reducing the HOME subsidy and replacing those funds with other funds that do not carry long-term affordability requirements.  

    OR

Since the affordability period is dependent upon the average amount of subsidy per unit, the Applicant might choose to increase the number of HOME units in the project.  Increasing the number of HOME units may reduce the per unit subsidy, and in turn, lessen the minimum affordability period.

Rent and Occupancy Requirements:

Applicants must enforce rent and occupancy agreements through:

· Covenants running with the property,

· Deed restrictions, or 

· Other mechanisms approved by HUD.

Covenants and deed restrictions may be suspended upon transfer by foreclosure or deed in lieu of foreclosure.

“HOME Rents": Every HOME assisted unit is subject to rent limits designed to help make rents affordable to low income households. These maximum rents are referred to as “HOME Rents”. 

· Annually, the PJ (DECD) must establish maximum monthly rents and allowances for utilities for HOME assisted rental projects. 

· HUD will annually publish Fair Market Rents (FMR's) and calculations of rents affordable to families earning 65 percent and 50 percent of the median so that owners and program administrators can establish new HOME rents for projects.

· Based on changes in area income levels or market conditions, HOME rents, as calculated by HUD annually, may increase or decrease.

Tenants must be given at least 30 days written notice before increases are implemented. Any increases are also subject to other provisions of the lease agreements. For example, rents may not increase until the tenant’s lease expires.

HOME rents may decrease. While project rent levels are not required to decrease below the HOME rent limits
 in effect at the time of project commitment, decreasing HOME rents may reflect a change in market conditions that may force owners to reduce rents in order to maintain tenants.   

HUD may permit adjustments to the rent structure if the financial feasibility of the project is threatened. This is important to lenders providing financing to HOME assisted projects.

There are two HOME rents used in the HOME program:

1) High HOME Rents: For projects with fewer than five (5) HOME Assisted units, the Maximum HOME rents are the LESSER of:

· The Section 8 Fair Market Rents (FMR’s) (or area wide exception rents) for existing housing; or

· Thirty (30) percent of the adjusted income of a family whose annual income equals 65 percent of median income. (High HOME Rent)

2) Low HOME Rents: For projects with five or more HOME assisted units, at least 20 percent of HOME assisted units must have rents which are no greater than the LESSER of: 

· The Section 8 Fair Market Rents (FMR's) (or area wide exception rents) for  existing housing; or
· Thirty (30) percent of the annual (gross) income of a family whose income equals 50 percent of median income (Low HOME Rent),or

· If a project has a federal or state project based rental subsidy and the tenant pays no more than 30 percent of his or her adjusted income toward rent, the maximum rent may be the rent allowable under the project based rental subsidy program.

See the "HOME Rents", an Appendix to this Handbook.

Maximum Allowable HOME Rents and Utility Allowances:

The maximum allowable HOME rents must be reduced if the tenant pays for utilities.

The calculation of Section 8 FMR’s includes all utilities and housing related services, except telephone. HUD’s calculation of High and Low rents also includes utilities. In practice, many utilities-water, heat, air conditioning, fuel, etc. are not included in rents and are paid by the tenant. Utility allowances provide a mechanism for reducing the maximum allowable HOME rents when some or all utilities are paid by the tenant.

· The utility allowances prepared by the local public housing authority (PHA) may be used when adjusting rents.

· Utility allowances prepared by the PJ (DECD) may also be used when adjusting rents.

· Utility adjustments proposed by owners/developers for specific projects that differ from the PHA utility allowance must be approved by the PJ (DECD), and must be supported by documentation.

Leasing Mixed-Income Projects:

When leasing mixed-income projects, owner/developers must assure that:

· A sufficient number of the units are leased or held available for lease to HOME eligible tenants in order to meet the low and very low income targeting requirements of the program; and 

· Rents charged to tenants in the HOME units are within the High and Low   HOME rent limits published by HUD.

Income Eligibility Requirements:

Owners may not refuse to lease HOME assisted units to a certificate or voucher holder under the Section 8 Program, or to a holder of a comparable document evidencing participation in a HOME Tenant Based Rental Assistance (TBRA)

program, because of the status of the prospective tenant as a holder of such certificate, voucher or comparable HOME TBRA document.

Income Limits:

In Rental projects with fewer than five (5) HOME assisted units; all of the units must be rented to families with incomes at or below 60% of the Area Median Income (AMI).

In rental projects with five (5) or more HOME assisted units; 20% of the units must be rented to families with incomes at or below 50% of the Area Median Income (AMI).  The remaining units must be rented to families with incomes at or below 60% of the Area Median Income (AMI).

Determining and Verifying Income Eligibility of HOME Tenants:

See the "Annual Income Calculation Policy" in the DECD HOME Policies, 

which is an Appendix to this Handbook.

Initial Income Verification:

Before the tenant occupies a unit, tenant eligibility must be documented with source documents, such as wage statements, interest statements and unemployment compensation statements.

Remember, income eligibility is based on anticipated income. When collecting income verification documentation, property owners (or managers) must also consider any likely changes in income. For example, last year’s tax return does not establish anticipated income; nor is it an adequate source of documentation.

The PJ (DECD) is responsible for monitoring the project owner to ensure that initial income verifications are performed correctly. 

Annual Recertification of Income:

Because the HOME Program imposes occupancy restrictions over the length of the affordability period, owners must establish systems to recertify tenant income on an annual basis.

· Typically, each tenant’s income will be examined on the anniversary of the original income evaluation or at lease renewal.

· However, DECD recommends that the owner adopt an annual schedule and perform all verifications at the same time.  Based on our experience, projects that perform "project-wide" recertifications with a single implementation date have significantly reduced problems in obtaining information, and maintaining fair and equal treatment of all residents.  In a project-wide recertification, any potential for inconsistency in the time frame for income applicability is eliminated.    

· When the PJ (DECD) performs on site inspections of the project, it will verify that tenant income recertification documentation is in the tenant files.

Methods of Recertification:

As indicated in the HOME Final Rule, the PJ (DECD) allows two additional methods of income recertification. In addition to collecting source documentation, owners have the option to recertify income with:

Option 1: A written statement from the family indicating family size and annual income. This must include a certification from the family that information is complete and accurate, and must indicate that source documents will be provided upon request.

Option 2: A written statement from the administrator of another government program under which the family receives benefits, and that examines the annual (gross) income of the family each year. The statement must also indicate the family size, or provide the current income limit for the program and a statement that the family’s income does not exceed that limit.

If the Applicant chooses to use either of the two options above, they are still required to collect full source documentation every 6th year.

Increases in Tenant Income:
If a tenant's income changes during the affordability period, the Applicant (project owner) must maintain compliance with HOME rent and occupancy requirements.

The project must maintain the correct number of High and Low HOME rent units and rents must be adjusted for tenants whose incomes rise above 80 percent of the area median income. (See below.)

Keeping the Correct Number of High and Low HOME Rent Units: 

The Applicant (owner) should take the following steps to maintain the correct numbers of High and Low HOME rent units:

If the income of a tenant occupying a Low HOME rent unit increases, but does not exceed 80 percent of area median income, that unit becomes a High HOME rent unit. To replace the Low HOME rent unit, the owner must rent the next available unit (for “floating" unit projects) or HOME assisted unit (for “fixed" unit projects) to a very low income tenant.  Subject to the terms of the lease, the rent of the initial tenant whose income has increased may be increased to the High HOME rent for the unit. This process should not increase the number of assisted units. 

Fixed Units: If a tenant’s income increases above 80 percent of the area median income, the unit this tenant occupies is still considered to be a HOME unit, but the tenant’s rent must be adjusted as follows; tenants in HOME assisted "fixed" units must pay 30% of their adjusted income for rent and utilities,  if 30% of an over-income tenant's adjusted income exceeds market rents, the project owner may charge the market rent.

Floating Units: In projects where the HOME units "float", the next available unit in the project of comparable size or larger must be rented to a HOME eligible household. The unit occupied by the over-income tenant is no longer considered HOME assisted.  Over-income tenants must pay 30% of their adjusted monthly income for rent and utilities, however, the rent must not exceed the market rent for comparable, unassisted units in the neighborhood.

Units Financed with HOME and Low Income Housing Tax Credits (LIHTC):

In units that are financed with both HOME and Low Income Housing Tax Credits, the LIHTC rules apply. Under the LIHTC program, the tenant’s rent is not adjusted, and the unit does not need to be replaced by another comparable unit until the tenant’s income rises above 140 percent of the LIHTC program eligibility threshold.

Homeownership Projects
Eligible Property Types: Eligible property types include any property that will serve as the purchaser’s principal residence, including: 

· a single-family property (one unit); 

· a two-to-four unit property;

· A condominium unit;

· A cooperative unit (if recognized as homeownership by state law); or 

· A manufactured home;

If HOME funds are used to assist a purchaser to acquire one unit in a two-to-four unit property and that unit will be the principal residence of the purchaser, the long-term affordability requirements apply to the assisted ownership unit only. 

If HOME funds are used to help a purchaser acquire one or more rental units along with the homeownership unit, the HOME rental affordability requirements apply to the rental units.

Maximum Property Value: See the "Maximum Property Value Policy" in the DECD HOME Policies, which is an Appendix to this Handbook.
Determining After-Rehabilitation Value:

The process for determining the after-rehabilitation value for a HOME-assisted property is the same for properties rehabilitated by the existing homeowner as it is for the properties purchased and rehabilitated by a new homebuyer.

Property Standards:

Meeting the appropriate codes: As with all HOME-assisted properties, homebuyer properties must meet certain written standards.  This section discusses these 

standards briefly.  Also refer to the "Design and Construction Standards and Requirements", which is an Appendix to this Handbook. 

Acquisition: If no rehabilitation or construction is planned, the housing acquired must meet State and local housing quality standards (HQS) and code requirements.  If no such standards or codes apply, the property must meet Section 8 HQS.

Rehabilitation and New Construction: Housing that is being constructed or rehabilitated with HOME funds must meet all applicable state or local codes, rehabilitation standards and ordinances, and zoning ordinances.  New construction must also meet the Model Energy Code. Refer to the website below for additional information. 

Accessibility:  All assisted housing must meet the accessibility requirements of the Fair Housing Act and Section 504 of the Rehabilitation Act of 1973.

Manufactured Housing: Manufactured housing must meet the Manufactured Home Construction and Safety Standards established in 24 CFR Part 3280, which preempts state and local codes covering the same aspect of performance for such housing.

PJs (DECD) providing HOME assistance to install manufactured housing units must comply with applicable state and local laws or codes.  In the absence of such laws or codes, the Applicant must comply with the manufacturer's written instructions for installation of the manufactured housing unit.

Manufactured housing that is rehabilitated with HOME funds must meet the requirements outlined above that apply to all housing constructed or rehabilitated with HOME funds.

At the time of project completion, the manufactured housing must be connected to permanent utility hook-ups.

The manufactured housing must be located on the land that is owned by the manufactured housing unit owner, or on land for which the manufactured housing unit owner has a lease for a period at least equal to the applicable period of affordability.

The Beneficiary:

To be eligible for HOME funds, the prospective purchaser must:

· be low-income; that is, with an annual (gross) income that does not exceed 80 percent of median for the area; and 

· occupy the property as a principal residence.

Income Eligibility Requirements:

  The purchasing household must be low-income. 

  
The HOME Program establishes the following *timeframes for qualifying HOME assisted homebuyers as income eligible:

· in the case of a contract to purchase existing housing, at the time of purchase;

· in the case of a contract to purchase housing to be constructed, at 

· the time the contract is signed, and 

· In the case of a lease-purchase agreement (for existing housing or housing to be constructed), at the time the lease-purchase agreement is signed.

Definition of Income: See the "Annual Income Calculation Policy" in the DECD HOME Policies, which is an Appendix to this Handbook. 
Documentation of Income: Regardless of the income definition used, source documents such as wage statements, interest statements, unemployment compensation statements, etc. must be reviewed to determine annual income.

Remember: Eligibility determinations are based on anticipated income.  Last year's tax return does not reflex next year's earnings (nor does it constitute adequate source documentation).

Timing: Income qualifications must be completed in accordance with the *timeframes outlined in "Income Eligibility Requirements".  Income need not be reexamined at the time HOME assistance is actually provided unless more than six months have elapsed since the initial determination. In addition, homebuyer projects do not require annual recertification of the homeowner's income.

Other Eligibility Requirements:

Ownership: The HOME program requires ownership of the property using one of the approved forms described below.  Families or individuals own the property if they:

· have fee simple title to the property, or

· maintain a 99-year leasehold interest in the property, or

· own a condominium, or

· own or have a membership in a cooperative or mutual housing project that constitutes homeownership under state law, or 

· maintain an equivalent form of ownership approved by HUD.

The ownership interest may be subject only to the following:

· the mortgages, deeds of trust or other debt instruments approved by the PJ (DECD); or 

· any other encumbrances or restrictions that do not impair the marketability of the ownership interest, other than the HOME Program restrictions on resale. See the "Homeownership Policies" which are part of the DECD HOME Policies, an Appendix to this Handbook. 

Principal residence: Purchasers must occupy the properties as their principal residence.  These stipulations apply for a principal residence:

· A deed restriction or covenant running with the land should incorporate this requirement.

· The loan documents between the purchaser and the program administrator should also incorporate this requirement.

· Temporary subleases are not allowed (exceptions can be made for military families).

· Loan default and subsequent foreclosure negates the principal residence limitation.

Homeowner Rehabilitation Projects

Eligible Activities:

HOME funds may be used to assist existing homeowners with the repair, rehabilitation or construction of owner-occupied units.

Whenever HOME funds are used for the rehabilitation, the unit must be brought up to the PJ’s (DECD's) written rehabilitation standards and applicable state or local code.

Special purpose homeowner repair programs such as weatherization programs, emergency repair programs or handicapped accessibility programs are eligible only if they are undertaken with a more comprehensive scope of work that brings the unit up to standard.

Forms of Financial Assistance:

PJs (DECD) may structure HOME assistance for owner occupied rehabilitation.

The most common forms of assistance for a homeowner are:

· Grants,

· Deferred-payment loans,

· Non-interest-bearing loans, and

· Interest bearing loans.

Regardless of the type of assistance, Applicants or program administrators may choose to finance all of the rehabilitation cost or only a portion of the cost.

Eligible Costs:

Under HOME, both the actual cost of rehabilitating the housing and related soft costs are eligible. 

See the "Homeowner Rehab Project Cost" Policy in the DECD HOME Policies, which is an Appendix to this Handbook.

Refinancing secured debt: Refinancing secured debt is an eligible cost if:

· The house is owner occupied, 

· HOME funds are loaned for rehabilitation, and

· Refinancing allows the borrower’s overall housing costs to be reduced and the housing is made more affordable.

Eligible Property Types:

To be eligible for HOME assistance, a property must be:

· Occupied by an income eligible homeowner (annual gross income does not exceed 80% AMI); and 

· The owner’s principal residence. (Note that loan documents or other forms of written agreement between the homeowner and the sponsor must incorporate this requirement.)

The following property types may be included under the HOME program:

· Single-family housing that is owned fee simple (this housing may contain one to four dwelling units);

· A condominium unit;

· A cooperative unit (if designated a homeownership unit);

· A manufactured home, including a mobile home.

If HOME funds are used to assist the rental units in a two-to-four unit property, the HOME rental requirements apply-including provisions regarding tenant occupancy, initial rent levels and long term affordability.

If HOME funds are used to rehabilitate only the owner-occupied unit in a two-to-four unit property, the rental housing rules do not apply.

Maximum Property Value:

Note that to establish project eligibility, "after Rehabilitation Value" must be established prior to any work being performed.

See the "Maximum Property Value Policy" in the DECD HOME Policies, which is an Appendix to this Handbook.

Property Standards:

As with all HOME assisted properties, properties that are rehabilitated with HOME funds, including manufactured housing, must meet applicable state or local codes. In addition, all Applicants must have written rehabilitation standards which meet the PJ’s (DECD's) approval. HOME assisted owner-occupied rehabilitation projects, including manufactured housing, must meet applicable state or local codes.  Also refer to the "Design and Construction Standards and Requirements" Appendix to this Handbook.

Income Eligibility Requirements: 

See the "Annual Income Calculation Policy" in the HOME Policies, which is an Appendix to this Handbook.

Income determinations must be completed before HOME assistance is provided. Income need not be reexamined at the time HOME assistance is actually provided unless more than six months has elapsed since the initial determination.

Long-Term Affordability:

There are no long-term affordability or occupancy requirements associated with rehabilitation assistance to owner occupants. However, PJs (DECD) or sponsors may choose to impose such requirements.

8. PROGRAM REQUIREMENTS
HOME establishes parameters regarding income levels of HOME assisted individuals, periods of affordability, cost limitations, project monitoring and timeframes for spending HOME dollars.  Most of these provisions are statutorily required by the HOME Final Rule.

Income Targeting
For tenant-based rental assistance and rental units, no less than 100 percent of the families receiving such assistance are families whose annual income does not exceed 60 percent of the area median income at the time of occupancy or at the time that the funds are invested, whichever is later.  

In rental projects with 5 units or more, 20 percent of the HOME-assisted units must be set-aside for families whose incomes do not exceed 50 percent of the area median. The remaining families receiving such assistance must be households with incomes below 60 percent of the median.

In the case of homeownership programs, all HOME funds must benefit families below 80 percent of the area median.

Long Term Affordability
The period of affordability is determined by the type of activity as well as the amount of HOME subsidy per unit .

For Homeownership Projects, the affordability periods are as follows:

	HOME Funds Provided
	Affordability Period

	< $15,000
	5 years

	$15,000 - $40,000
	10 years

	>$40,000
	15 years


For Homeowner Rehabilitation projects, affordability periods are not mandatory but may be added at the discretion of the applicant with the approval of the PJ (DECD).

For Rental Projects, HOME assisted units carry rent and occupancy restrictions for varying amounts of time, depending upon the average amount of HOME funds invested per unit:

	Activity
	Average per unit HOME $
	Minimum Afford. Period

	Rehab or Acquisition

of Existing Housing
	<$15,000/unit

$15,000- 40,000/unit

>$40,000
	5 years

10years

15years



	Refinance of Rehabilitation Project
	Any $ amount
	15years

	New Construction or

Acquisition of New Housing
	Any $ amount
	20years


HOME affordability periods are minimum requirements. PJs (DECD) and program administrators may establish longer terms of affordability for their programs.

For all projects, applicants must enforce rent and occupancy restrictions through restrictive covenants, deed restrictions or other mechanisms as approved by the PJ (DECD).

Maximum Per Unit Subsidy Amounts
HUD restricts the amount of HOME funds that can be invested on a per unit basis, which cannot exceed the Section 221(d)(3) level for elevator-type projects involving non-profit mortgagors.  These figures are provided to PJs (DECD) by HUD and are established on a market-by-market basis.

See the "Maximum Per Unit Subsidy Amounts", which is an Appendix of this Handbook.

The minimum amount of HOME funds that must be invested in a project involving rental housing or homeownership is $1,000 multiplied by the number of assisted units in the project.

Monitoring
Monitoring During Development

The PJ (DECD) must perform a minimum of three monitoring visits during the development phase of the project. At least two physical inspections of the construction will be conducted by the PJ’s (DECD's) Construction Specialists. At least one full monitoring for program compliance will take place by the project manager at the Applicant's place of business. The monitoring of payrolls for Davis- Bacon wage compliance will continue throughout construction period.

Monitoring of Rent Up

During development, meetings will be held with the sponsor to ensure cognizance of the HOME rules for rent up and occupancy.  These meetings will occur at six months and three months prior to occupancy.  At 75% occupancy (HOME assisted units), initial rent up verification by Asset Management Division staff will take place.  This will establish the baseline for the monitoring for ongoing compliance.

Monitoring For Ongoing Compliance

The PJ (DECD) must perform on site monitoring visits for all rental projects assisted with HOME funds on an annual basis as follows:

1-4 units – every three years

5- 25 units – every two years

26 plus units – every year

The visit consists of a physical inspection of 10 – 15% of the units, tenant file reviews and an overall property management review.

Files

One of the keys to a successful monitoring visit is the existence of quality files (neat and orderly).  At a minimum, the following Applicants' files should be kept in a central location:

See the "Records Retention Rule" Policy in the DECD HOME Policies, which is an Appendix to the Application Handbook.

1. Acquisition

2. Relocation

3. Environmental

4. Labor Standards 

5. Procurement

6. Affirmative Action and Affirmative Fair Housing Marketing

7. Development (payments and invoices)

8. Marketing

9. Tenant Files (a separate file for each tenant)

Subsidy Layering Analysis

In accordance with HOME Program rules, the PJs (DECD), must conduct a subsidy layering analysis for every project that combines the use of any other local, state, or federal funds.  The subsidy layering evaluation is done to ensure that the PJs (DECD) does not invest any more HOME funds than are necessary to provide affordable housing.

The following will be evaluated in order to complete the layering analysis:

· Project Development Budget and Financing Plan in accordance with Underwriting Standards

· Sources and Uses of Funds with supporting documentation

· Operating Proforma for Rental Housing including such items as: return on equity investment, operating trends, and consequences of any tax 

benefits, if applicable. 

· Single Family Profit and Loss Statement

· Development Cash Flow Analysis for Single Family Housing

· Development Cash Flow and Interest Expense for Rental Housing

Matching Requirements

The HOME Program requires that participating jurisdictions (PJs) provide a matching amount equal to no less than 25% of the total HOME funds drawn down for project costs.  Match is a permanent contribution to Affordable housing.  Match is not leveraging.  Match is the PJ's contribution to the HOME program: the local, non-federal contribution to the "partnership".  Eligible forms of matching contributions are cash contributions from non-federal resources. For more information see 24 CFR 92.218-92.222 of the HOME Final Rule and CPD Notice 97-03.

Timeframe For Expenditure
There are minimum timeframes in which to obligate and spend HOME funds on a project.  If these deadlines are not met, PJ’s (DECD's) funds are reallocated nationally using the basic HOME allocation formula.  These deadlines are:

· All HOME funds (including the CHDO set-aside) must be committed within a 24 month period.

· All HOME funds must be spent within 5 years.

9. FEDERAL REQUIREMENTS
All HOME-assisted housing units must be in compliance with various federal requirements including equal opportunity and fair housing, affirmative marketing, relocation, acquisition, flood insurance, and others. 

While it is beyond the scope of this document to list all federal requirements to which the HOME program is subject, the following are several key federal requirements you should be familiar with:

Labor Requirements

HOME PJs (DECD) and the recipients of HOME funds must comply with certain regulations on wage and labor standards. In the case of Davis-Bacon and the Contract Work Hours and Safety Standards Acts, every contract for the construction of housing (rehabilitation or new) that contains 12 or more units assisted with HOME funds triggers the requirements. 

· Davis-Bacon and Related Acts (40 USC 276(A)-7):

Ensures that mechanics and laborers employed in construction work under federally assisted contracts are paid wages and fringe benefits equal to those that prevail in the locality where the work is performed. This act also provides for the withholding of funds to ensure compliance, and excludes from the wage requirements apprentices enrolled in bona fide apprenticeship programs. See the "Davis-Bacon Act Policy" in the DECD HOME Policies, which is an Appendix to this Handbook.  
· Contract Work Hours and Safety Standards Act, as amended (40 USC 327-333): Provides that mechanics and laborers employed on federally assisted construction jobs are paid time and one half for work in excess of 40 hours per week, and provides for the payment of liquidated damages where violations occur. This act also addresses safe and healthy working conditions.

· Copeland (Anti-Kickback) Act (40USC 276c):

Governs the deductions from paychecks that are allowable. Makes it a criminal offense to induce anyone employed on a federally assisted project to relinquish any compensation to which he/she is entitled, and requires all contractors to submit weekly payrolls and statements of compliance.

· Fair Labor Standards Act of 1938, As Amended (29 USC 201, et seq.):

Establishes the basic minimum wage for all work and requires the payment of overtime at the rate at least time and one-half. It also requires the payment of wages for the entire time that an employee is required or permitted to work, and establishes child labor standards.

Contracting and Procurement Practices

The HOME program is subject to certain federal procurement rules. In addition applicants must take measures to avoid hiring debarred or suspended contractors or sub-recipients and conflict of interest situations. Each is briefly discussed below.

Procurement:

The procurement standards of 24 CFR 85.36 apply. 

For further information see the "Procurement Policy/Methods of Procurement" in the DECD HOME Policies as well as the Procurement Standards and CPD Notice 96-05, which are Appendices to this Handbook.

Debarred Contractors:

HOME funds may not be used to directly or indirectly employ, award contracts to or otherwise engage the services of any contractor or sub-recipient during any period of debarment, suspension or placement of ineligibility status. All contractors, subcontractors, lower-tier contractors and sub-recipients must be checked against the federal publication that lists debarred, suspended and ineligible contractors.  
 Refer to website below for the Debarred Contractors' List.

Conflict of Interest:

The HOME Program Regulations require compliance with two different sets of conflict of interest provisions. The first set of provisions comes form 24 CFR part 84& 85. The second which applies only in cases not covered by CFR Part 84 &85 is at 24 CFR 92.356.

Environmental Review
An environmental review, which is in accordance with the provisions of the National Environmental Policy Act (NEPA) of 1969 and related authorities, must be prepared in conjunction with Applicant's assistance. Unless thoroughly familiar with the process, it is strongly suggested that applicants secure qualified professional assistance.

Ideally, the Environmental Review Process and the compilation of the Environmental Review Record should be started as soon as the sponsor has determined the scope of the proposed HOME project. The process, however, should be started no later than immediately following DECD’s approval of the Application. Because it will determine the review process to be followed, the first step should be a determination of whether the proposed project is exempt, categorically excluded or subject to assessment. DECD will help you make that assessment.

Following completion of the Environmental Review and the Environmental Review Record, DECD is required to submit to HUD a Request for the Release of Funds (RROF). Until HUD’s written approval of the RROF is received, DECD cannot commit HUD funds for any activity or project (24 CFR Part 58, Section 58.22(a)). Therefore, any costs incurred by the sponsor prior to HUD approval of the RROF are done so entirely at the sponsor’s own risk.

Flood Insurance

The HOME Program requires compliance with Section 202 of the Flood Disaster Protection Act of 1973 (42 USC 4106). This section requires that HOME funds shall not be provided to an area that has been identified by the Federal Emergency Management Agency (FEMA) as having special flood hazards unless:

· the community is participating in the National Flood Insurance Program, or

· it has been less than a year since the community was designated as having special flood hazards; and 

· flood insurance is obtained.

Lead-Based Paint
PJs (DECD) under HOME are responsible for requirements of the HOME Final Rule 24 CFR 35, Lead Requirements for Notification, Evaluation and Reduction of Lead-Based Paint Hazards in Federally Owned Residential Property and Housing Receiving Federal Assistance.  For additional information on Lead requirements see website below.
  If the proposed project requires lead abatement/reduction activities the applicant must select a contractor from the CT Department of Public Health's Licensed Lead Abatement Contractors' list.

Fair Housing and Equal Opportunity

PJs (DECD) and their activities must comply with all of the following federal laws, executive orders and regulations pertaining to Fair Housing and Equal Opportunity.

· Title VI of the Civil Rights Act of 1964, As Amended (42 USC 2000d et seq.):

States that no person may be excluded from participation in, denied the benefits of, or subjected to discrimination under any program or activity receiving federal financial assistance on the basis of race, color or national origin. The regulations implementing the title VI Civil Rights Act provisions for HUD programs may be found in 24 CFR Part 1.

· The Fair Housing Act (42 USC 3601-3620):

Prohibits discrimination in the sale or rental of housing, the financing of housing or the provision of brokerage services against any person on the basis of race, color, religion, sex, national origin, physical disability or familial status. Furthermore, section 104(b) (2) of the Act requires that each grantee certify to the secretary of HUD that it is affirmatively furthering fair housing. The certification specifically requires grantees to conduct a fair housing analysis, develop a fair housing plan, take appropriate actions to overcome the effects of any impediments identified and maintain records on the analysis, plan and actions in this regard. Fair Housing Act implementing regulations for HUD programs may be found in 24 CFR Part100-115.

· Equal Opportunity in Housing (executive Order 11063, as amended by Executive order 12259): Prohibits discrimination against individuals on the basis of race, color, religion, sex or national origin in the sale, rental, leasing or other disposition of residential property, or in the use or occupancy of housing assisted with federal funds. Equal Opportunity in Housing regulations may be found in 24CFR Part 107.

· Age Discrimination Act, As Amended (42 USC 6101):

Prohibits age discrimination in programs receiving federal financial assistance. Age Discrimination Act regulations may be found in 24 CFR 

Part 146.

Fair Housing Action Plan

Applicants must demonstrate how the project will affirmatively further fair housing and equal access; and must describe efforts to be taken to provide employment and contracting opportunities to women and minorities.

For instructions on the development of a Fair Housing Action Plan, refer to the "Fair Housing Action Plan Implementation Guidelines", an Appendix to this Handbook.

Affirmative Marketing

An Affirmative Fair Housing Marketing Plan is required for all HOME housing with five or more units, which includes the following elements:

· methods for informing the public, owners and potential tenants about fair housing laws and the PJ’s (DECD's) policies ( for example: use of the Fair Housing Logo, or equal opportunity language); 

· a description of what owners and/or the PJs (DECD) will do to affirmatively market housing assisted with HOME funds;

· a description of what owners and/or the PJs (DECD)  will do to inform persons not likely to apply for housing without special outreach;

· maintenance of records to document actions taken to affirmatively market HOME assisted units and to assess marketing effectiveness; and 

· description of how efforts will be assessed and what corrective actions will be taken where requirements are not met.

See the "Fair Housing Action Plan Implementation Guidelines" an Appendix to this Handbook.
Equal Opportunity

Applicants must demonstrate compliance with the following regulations that ensure equal opportunity for employment and contracting.

· Equal Employment Opportunity, Executive Order 11246, as amended:

Prohibits discrimination against any employee or applicant for employment because of race, color, religion, sex or national origin. Provisions to effectuate this prohibition must be included in all construction contracts exceeding $10,000. Implementing regulations may be found at 41CFR Part 60.

· Section 3 of the Housing and Urban Development Act of 1968:

Requires that, to the greatest extent feasible, opportunities for training and employment arising from HOME will be provided to low-income persons residing in the program service area. Also, to the greatest extent feasible, contracts for work (all types) to be performed in connection with HOME will be awarded to business concerns that are located in or owned by persons residing in the program service area.

See the "Section 3 Guidance" an Appendix to this Handbook.

· Minority/Women’s Business Enterprise:

Under Executive Orders 11625, 12432 and 12138 applicants must describe efforts to be taken to ensure the inclusion, to the maximum extent possible, of minorities and women, and entities owned by minorities and women, in all contracts. See the "DEFINITIONS" section for "Minority and Woman Owned Business Enterprise" in this Handbook. 

Handicapped Accessibility

The HOME regulations require compliance with the three following regulations governing the accessibility of federally assisted buildings, facilities and programs: 

· American with Disabilities Act (42 USC 12131; 47 USC 155, 201, 218 and 225): Provides comprehensive civil rights to individuals with disabilities in the areas of employment, public accommodations, state and local government services and telecommunications. The Act, also referred to as the ADA, also states that discrimination includes the failure to design and construct facilities (built for first occupancy after January 26,1993) that are accessible to and usable by persons with disabilities. The ADA also requires the removal of architectural and communication barriers that are structural in nature in existing facilities. Removal must be readily achievable, easily accomplishable and able to be carried out without much difficulty or expense.

· Fair Housing Act: Multi-family dwellings must also meet the design and construction requirements at 24 CFR 100.205, which implement the Fair Housing Act (42 USC 3601-19)

· Section 504: Section 504 of the Rehabilitation Act of 1973 prohibits discrimination in federally assisted programs on the basis of physical disability. Section 504 imposes requirements to ensure that “qualified individuals with physical disabilities” have access to programs and activities that receive federal funds. Under Section 504, recipients and sub-recipients are defined more broadly than under the HOME program. Section 504 recipients and sub-recipients include any entity that receives federal funding.

· For any recipient or sub-recipient principally involved in housing or social services, all of the activities of the agency not just those directly receiving federal assistance are covered under Section 504.

· Contractors and vendors are subject to Section 504 requirements only in the work they do on behalf of a recipient of sub-recipient.

· The ultimate beneficiary of the federal assistance is not subject to Section 504 requirements.

Under Section 504, recipients and sub-recipients are not required to take actions that create undue financial and administrative burdens or alter the fundamental nature of the program.

Acquisition, Relocation and One-For-One Replacement

HOME funded projects are subject to relocation requirements contained in the Uniform Relocation Act (URA) and, in some projects, Section 104(d) of the Housing and Community Development Act (also known as the "Barney Frank Amendments").

URA relocation requirements are triggered whenever displacement occurs as a direct result of rehabilitation, demolition or acquisition for a HOME-assisted project.

Section 104(d) requirements may be triggered by "demolition" or "conversion" of units when HOME funds are used for the project.  Acquisition only activities do not trigger Section 104(d).

Not all units and tenants in the HOME projects will be treated in the same manner:

· Some low-income residents will be covered only by URA.

· Other low-income residents in some projects may be covered by both URA and Section 104(d)

· Residents with incomes above the low-income limit are covered only by URA

In order to avoid the problems related to displacement and relocation, projects should be designed to minimize relocation or to avoid it entirely, if practical.  

This may mean such activities as:

· Considering whether or not displacement will occur as part of funding decisions and project feasibility determinations.

· Assuring (whenever possible) the residential occupants, of the building to be rehabilitated, are offered an opportunity to return.

·  Planning rehabilitation projects to include "staging" where this would minimize displacement.

· Following notification and advisory services procedures carefully to assure that families do not leave because they are not informed about plans for the project or their rights. This can be a costly mistake.

More information is available in HUD Handbook 1378, Tenant  Assistance, Relocation and Real Property Acquisition: Handbook 1374, Tenant Assistance, Relocation and Real Property Acquisition --HUD CPD Staff Responsibilities, and the HUD-sponsored All the Right Moves course book.  Also refer to the "Relocation Policy" in the DECD HOME Policies as well as the "Relocation Information" Appendices to this Handbook. To access HUD Handbook 1378 refer to website below.

Program Income Guidelines  

Certain HOME Program activities such as housing rehabilitation may produce program income as loans are repaid. Program income must be used in accordance with the requirements of 92.503 of the HOME Final Rule. Program income must be returned to DECD and deposited in its HOME Investment Trust Fund local account unless DECD permits the State recipient or sub-recipient to retain the program income for additional HOME projects pursuant to the written agreement required by §92.504.
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� In addition to this handbook, a wealth of valuable information on the HOME program, including the Final Rule, can be found at the following web site: 


� HYPERLINK http://www.hud.gov/cpd/home/homeweb.html ��www.hud.gov/cpd/home/homeweb.html�





�  A copy of the State of Connecticut's Annual Action Plan for Housing and Community Development (Action Plan) can be found at the Department's website:  


www.state.ct.us/ecd/





�  A copy of the State of Connecticut's Consolidated Plan for Housing and Community Development (ConPlan) can be found at the Department's website:


www.state.ct.us/ecd/





� A listing of all CPD notices can be found at the following website:  � HYPERLINK http://www.hudclips.org ��www.hudclips.org�  Go to Library (in the website) go to Handbook and Notices, select Notices, Community Planning and Development then select the browse button.


� A listing of the HOME Program Rent Limits can be found at the following website: � HYPERLINK http://www.hud.gov\\cpd\\home\\homeweb.html ��www.hud.gov\cpd\home\homeweb.html� scroll to section HOME Limits, select HOME Rent Limits.


� � HYPERLINK "http://www.energycodes.gov/" ��http://www.energycodes.gov/� 


�   The Debarred Contractors' List, a federal publication can be found at the following website: � HYPERLINK "http://epls.arnet.gov/" ��http://epls.arnet.gov/�


�  http://www.hud.gov/utilities/intercept.cfm?/lea/1012qa_2001.pdf


� The CT Dept. of Public Health's Licensed Lead Abatement Contractors' List


    Website: http://www.dph.state.ct.us/BRS/Lead/lead_program.htm





� � HYPERLINK "http://www.hudclips.org/sub_nonhud/cgi/hudclips.cgi?hudclips" ��http://www.hudclips.org/sub_nonhud/cgi/hudclips.cgi?hudclips�  Once at the site go to Handbooks and Notices and check Community Planning and Development under the Handbooks column, then click and browse and scroll to Handbook 1378.
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