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Madison County HOME Program Standard Operating Policies and Procedures

OBJECTIVE .................................................................................................................................

These Program Guidelines provide a general overview of the structure of Madison County’s HOME Programs as they related to affordable housing activities funded under Madison County HOME Investment Partnership Act funds. This document is designed to acquaint prospective applicants with the basic features and requirements of the HOME Program and to assist them in deciding whether or not to apply for funds. The Guidelines are primarily an informational tool, and do not attempt to provide a complete statement of all rules and requirements of the HOME Program.

The HOME Program is governed by the Federal regulations (the "HOME Regulations") published at 24 CFR Part 92 "HOME Investment Partnership Program, Final Rule". Prospective applicants should consult the Regulations when these Policies and Procedures do not provide sufficient information. In the event of any inconsistency between the Policies and Procedures and the Regulations, the Regulations will control.

FUNDING ...................................................................................................................................

Funds available for affordable housing activities are provided by the U.S. Department of Housing and Urban Development (HUD) through the Home Investment Partnership Program (HOME) under 24 CFR 92.

Activities assisted with Madison County’s HOME funds are reviewed by the Grant’s Committee and approved by the Madison County Board. Per HOME regulations, funds are not considered “committed” to a project until written agreements are executed and funds are committed in the Integrated Disbursement and Information System (IDIS), following project underwriting, review and approval.

DISCLAIMER...............................................................................................................................

The following policies are developed within the guidelines of the HOME regulations established by HUD and may be revised at any time as necessitated to be in conformance with Federal mandates.

TYPES OF PROJECTS ...................................................................................................................

Homeowner housing development (Community Housing Development Organization)
Homebuyer assistance
	Rental housing development
	Tenant Based Rental Assistance (TBRA)

MONITORING ............................................................................................................................

Monitoring is done to ensure production and accountability in funded projects and programs. Monitoring ensures compliance with funding and associated federal requirements and is an evaluation of organizational and project performance. For HOME assisted properties with 10 or more units, financial conditions will be evaluated annually, with corrective actions taken when feasible. Specific requirements are outlined in the homebuyer/homeowner, rental and tenant based rental assistance sections below. Please see Appendix C for additional information on the frequency of monitoring required as well as template documents to complete monitoring.

OTHER FEDERAL REQUIREMENTS ..............................................................................................

Madison County enforces the required additional federal regulations that may apply to a project or program. Additional federal requirements may include but are not limited to: environmental reviews, labor standards, relocation requirements, lead based paint, conflict of interest, fair housing and affirmative marketing, and women and minority business owners. An explanatory list of applicable federal requirements is provided herein.

GENERALPROGRAM RULES .......................................................................................................

The HOME Program has a number of basic general rules that apply to all program activities, including:

	The definition of a project
	The form and amount of subsidy
	Eligible costs

The property
	The applicant or beneficiary
	The long-term affordability of the project
	Expenditure deadlines
Applicability of other federal requirements

HOME funds are intended to provide gap financing for development projects and to fund projects that would otherwise not be available in the community. In addition, HOME funding in a project must not exceed the proportionate share based on the number of units designated as HOME units compared to the overall project size.

Definition of a Project:

Project means a site or sites together with any building or buildings located on the site(s) under common ownership, management and financing, to be assisted with HOME funds as a single undertaking. The “project” includes all of the activities associated with the site and building. For
assistance provided to individuals, including TBRA, down payment assistance, or owner-occupied rehabilitation, “project” means the assistance provided to one household.

The HOME Program distinguishes between the units in a project that have been assisted with HOME funds and those that have not -- hence the term HOME-assisted unit. 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. Income will be determined by using the HUD method Part 5 for determining the income calculation of each household.

Forms of Subsidy: HOME allows virtually any form of financial assistance to be provided for eligible projects and to eligible beneficiaries. The participating jurisdiction (PJ), Madison County, determines what forms of assistance it will provide. Some forms of assistance will require legal instruments for implementation. HOME regulations list the following forms of assistance as eligible:

	Interest or non-interest bearing loans or advances: These loans are amortizing loans, with or without accruing interest. Repayment is expected on a regular basis so that over a fixed period of time all of the principal and interest is repaid. The term of the loan may vary and the property or some other assets are used as collateral.
	Deferred Loans (forgivable or repayable): These loans are not fully amortized. Instead, some, or even all, principal and interest payments are deferred until some point in the future. Deferred loans can be structured in a variety of ways and terms may differ greatly. Deferred payment loans use the property or some other form of collateral as security for repayment.
	Grants: Grants are provided with no requirement or expectation of repayment. They require no liens on the property or other assets.
	Interest Subsidies: This is usually an up-front discounted payment to a private lender in exchange for a lower interest rate on a loan.
	Equity Investments: An investment made in return for a share of ownership. Under this form of subsidy, the PJ acquires a financial stake in the assisted property and is paid a monetary return on the investment if money is left after expenses and loans are paid.
	Loan Guarantees and Loan Guarantee Accounts: HOME funds may be pledged to guarantee loans or to capitalize a loan guarantee account. A loan guarantee or loan guarantee account ensures payment of a loan in case of default.


Subsidy Limits: The maximum per unit HOME subsidy varies by metropolitan area and is based on Section 221(d) (3) limits. Each year, HUD calculates these maximum amounts by area. Current subsidy limits may be obtained by contacting County staff. Under the regulation, the maximum limit relates to the HOME funds; however County will utilize the subsidy limit to evaluate the number of units required to be County assisted units based on the total funding. Preference will be given to projects complying with the HOME subsidy limits for all sources of funds.
The minimum amount of HOME funds that must be invested in any project is $1,000 for every assisted unit in the project. The minimum relates only to HOME funds, not to any other funds, including match that might be used for project costs. The minimum amount does not apply to tenant based rental assistance.

If a project has multiple funding sources, an evaluation must be made to ensure that the HOME funds, in combination with all other funds, do not exceed what is necessary to provide affordable housing. This is generally referred to as the “subsidy layering review”. PJs must conduct a subsidy layering review prior to the award of any funds. The County will evaluate the reasonableness and need for the requested assistance by analyzing pro-formas for cash flow, debt-coverage ratios, and the appropriateness of fees charges with and without the HOME funds.

Match Requirements: The HOME program requires participating jurisdictions to have a match of at least 25%. Sources of match can be cash, donated land or real property, infrastructures improvements, bonds issued by state or local government, donated materials, equipment, or professional services, sweat equity, and the value of foregone taxes.

Eligible Costs: Eligible costs depend on the activity. HOME funds can be used to cover both hard (construction, rehabilitation) and soft (fees, insurance, appraisals) costs associated with a project. Eligible expenses for HOME funds may be used for:

	New Construction: Funds can be used for new construction of both rental and ownership housing. Any project that includes the addition of dwelling units to an existing structure is considered new construction.
	Rehabilitation: Includes the alteration, improvement or modification of an existing structure. It also includes moving an existing structure to a foundation constructed with HOME funds.
	Reconstruction: This refers to rebuilding a structure on the same lot where housing is standing at the time of project commitment. HOME funds may be used to build a new foundation or repair an existing foundation. Reconstruction also includes replacing a substandard manufactured house with a new manufactured house. During reconstruction, the number of rooms per unit may change, but the number of units may not.
	Conversion: Conversion of an existing structure from another use to affordable residential housing 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.
	Site Improvements: Site improvements include new on-site improvements (sidewalks, utility connections, sewer and water lines) where none are present that are essential to development or repair of existing improvements. Building new, off-site utility connections to an adjacent street is also eligible.
	Acquisition of Property: Acquisition of existing standard property, or substandard property in need of rehabilitation, is eligible as part of either a homebuyer program or a rental housing project.
	Acquisition of Vacant Land: Acquisition of vacant land is eligible only if construction will begin on a HOME project within 12-months of purchase.
	Demolition: Demolition of an existing structure may be funded only if construction will begin on a HOME project within 12-months.
	Relocation Costs: The Uniform Relocation Act and Section 104(d) apply to all assisted properties. Both permanent and temporary relocation assistance are eligible HOME costs. However, these funds are included in the subsidy limit calculation. Projects involving Relocation are strongly discouraged.
	Refinancing: Funds may be used to refinance existing debt on funded rehabilitation properties. The refinancing must be necessary to reduce the owner’s overall housing costs to make the housing more affordable.
	Project Related Soft Costs: These costs must be reasonable and necessary, including:
	Finance related costs
	Architectural, engineering and related professional services

Costs of a project audit required by the County
	Affirmative marketing and fair housing services to prospective tenants or owners of a funded project
	Staff time directly related to carrying out a project
	PJ staff costs directly related to projects (except TBRA)

Prohibited Activities: Funds cannot be used for Project Reserve Accounts, Tenant Based Rental Assistance to serve special purposes of the Section 8 program, as Match for federal programs (except McKinney-Vento Act funds), Operations or Modernization of public housing, payment of delinquent taxes, fees, or charges on properties to be assisted with HOME funds.

During the first year after completion of a project, the County may commit additional funds to a project. After the first year, no additional HOME funds may be provided to a previously assisted project. However, rental assistance to families may be renewed, rental assistance may be provided to families that will occupy housing previously assisted with HOME funds, and a homebuyer may be assisted to acquire a unit that was previously assisted with HOME funds. Funds cannot be used for rent assistance if the recipient of the rent assistance is tied to occupancy in a particular project.

A PJ may not use funds to reimburse itself for property in its inventory. However, a jurisdiction may use funds to acquire property or reimburse itself for property acquired with other funds in anticipation of an eligible project.

Property & Property Standards: Depending on the nature of the activity, specific guidelines apply to the properties to be eligible for funding.

For owner-occupied and homebuyer properties, the value and purchase price of the property are limited. The price or value may not exceed 95% of the area median purchase price for the housing type; in the case of rehabilitation the limit is based on value after rehabilitation. Current maximum value limits may be obtained by contacting COUNTY. The recipient must ensure they are
using the current limits when assistance is provided.

All properties constructed or rehabilitated with HOME funds will meet the minimum local codes and standards. PJS must identify and plan for major systems repairs. For rental rehabilitation projects with 26+ units, this must be done via a capital needs assessment. The PJ requires that a scope of rehabilitation work and replacement reserves deposits must be sufficient to ensure the useful life of essential building components throughout the period of affordability. For homeownership housing, major systems must have a useful life of at least five years upon project completion. [§92.251(b)(ii) and (viii)]

Assisted properties must also meet established guidelines regarding physical condition (Table 1 below). Generally, a unit/structure must meet the more stringent of the HUD determined property standards identified in the table below or the local building code. Locally, this means assisted properties must be inspected for and determined to be in compliance with the local building code and other applicable standards.

Table 1. Property Standards to be Utilized by Activity Type
Activity
Minimum Property Standard to be Met
Tenant-based rental assistance
Must meet the standards in 24 CFR 982.401

Acquisition of existing housing (no rehabilitation or construction)
Applicable state or local housing quality standards and code. Compliance must be documented based upon a review of approved building plans and Certificates of Occupancy, and an inspection that is conducted no earlier than 90 days before the commitment of HOME assistance.







Rehabilitation of housing
State and local code, ordinance and zoning requirements. Rehab activity must address health and safety, major systems, lead based paint, accessibility, disaster mitigation, and Uniform Physical Condition Standards. For multifamily rental housing projects of 26 or more total units, a capital needs assessment of the project is required. Written cost estimates, construction contracts and construction documents must be prepared, and the County must ensure the construction contract(s) and construction documents describe the work to be undertaken in adequate detail so that inspections can be conducted. The County must review and approve written cost estimates for construction and determining that costs are reasonable. The County must conduct an initial property inspection to identify the deficiencies that must be addressed, and conduct progress and final inspections to determine that work was done in accordance with work write-ups. The Neighborhood Redevelopment Department will utilize the Division pf Property Standards to complete these inspections. In the special case of housing for persons with disabilities such as the
Association for Individuals with Disabilities (AID), NRD will utilize




New construction of housing

State and local code requirements and International Energy Conservation Code. Housing must address accessibility and disaster mitigation. Written cost estimates, construction contracts and construction documents must be prepared, and the County must ensure the construction contract(s) and construction documents describe the work to be undertaken in adequate detail so that inspections can be conducted. The County must review and approve written cost estimates for construction and determining that costs are reasonable.












Manufactured Housing



State and local codes and other requirements. Foundation systems for existing units must be inspected and meet the applicable State or local codes, subject to the approval of the PJ’s building officials. In the absence of local or State codes, the PJ must use the Model Manufactured Home Installation Standards at 24 CFR part 3285.
	All new construction of manufactured housing (including reconstructed units that replace a substandard unit) must meet the Manufactured Home Construction and Safety
	Standards codified at 24 CFR part 3280.
	All new manufactured housing (including units that are reconstructed) must, at the time of project completion, be connected to permanent utility hook-ups and be located on land that is owned (or leased for a period at least as long as the affordability period) by the manufactured housing unit owner.
	Existing manufactured housing that is rehabilitated with HOME funds must meet the property standards applicable to rehabilitation, as outlined in §92.251(b). The PJ must document this in its inspections procedures.


Ongoing inspections and corrective actions will be established for each project in accordance with HOME guidelines.

The above table summarizes the standards set forth in 24 CFR 92.251, which shall apply. In addition, all assisted housing must comply with the accessibility requirement of the Fair Housing Act and Section 504 of the Rehabilitation Act of 1973. Site and neighborhood standards apply to all new construction, rental housing.
The Applicant/Beneficiary: The HOME Program is designed to provide affordable housing to low- income families and individuals. Therefore, the program has rules about targeting program resources and establishing applicant eligibility.

By regulation, all HOME funds must be used to assist families with incomes below 80 percent of AMI. Additional restrictions apply when HOME is used for rental housing or tenant based rental assistance. For each HOME allocation, 90% of the occupants of HOME assisted rental units and households assisted with HOME funded TBRA must have incomes that are 60% or less of the area median. Twenty percent of the units in each rental housing project with five or more HOME assisted units must be occupied by families with incomes at or below 50% of area median income.

Beneficiaries of HOME funds, homebuyers, homeowners, or tenants, must be low-income (i.e., income not more than 80% of area median) or very-low-income (i.e., income not more than 50% of area median). Their income eligibility is determined based on their annual income. Annual income is the gross amount of income anticipated by all adults in a household during the 12 months following the effective date of the determination. To calculate annual (gross) income, the Applicant/Grantee must use the following definition of income:

	Section 8 (24 CFR Part 5) annual (gross) income


To determine if program applicants are income-eligible, Applicants/Grantees must verify their income using the prior two (2) months of source documentation such as wage statements, interest statements, and unemployment compensation statements. Income eligibility is based on anticipated income. When collecting income verification documentation, Applicants/Grantees must also consider any likely changes in the household’s income. Last year’s tax return does not establish anticipated income; nor is it adequate source documentation. Once the initial income verification is completed, the Applicant/Grantee is not required to re-examine the household’s income unless six months has elapsed before assistance is provided. After project completion, annual re-certifications of tenant income will be required for rental projects.

Annual income is the gross amount of income anticipated by all adults (everyone over 17 years of age) in a household during the 12 months following the effective date of determination. The determination must not be more than 6 months old at the time assistance is received.

The County makes the determination as to what definition will be used. There may be different definitions for different programs, but the same definition must be used within a program. For example, the County may use the IRS definition for a homeowner rehab program and the Section 8 definition for a TBRA program, but it cannot use the IRS definition and the Section 8 definition for its homeowner rehab program. The selected definition of income shall be specified in the executed funding agreement.

To determine if applicants are income eligible, recipients must verify income using source documentation. In instances where source documentation such as wage statements, interest statements, and unemployment compensation statements for a minimum of the most recent 60
days, third party documentation may be used to calculate anticipated income.

Income eligibility is based on anticipated income, so likely changes in income must also be used in the determination. For example, pay stubs show current income but they do not report projected raises or bonuses, which must be included in the income calculation. If six months has passed before assistance is provided, e.g. rehabilitation has not yet started or family closes on the purchase of a home, income must be re- certified in the manner described above.

Rental and TBRA programs require annual re-certification of income. For TBRA programs, source documentation is required for initial and all subsequent income verifications. For rental projects, the requirement for annual income re-certification can be fulfilled with tenant self- certification. Self-certification must include a statement that provides the family's annual income and family size, along with a certification that the information is complete and accurate. The certification must state that the family will provide source documents upon request. Income must be verified with source documentation every fifth year.

Long-Term Affordability: To ensure investments provide affordable housing over the long term, rent and occupancy restrictions continue throughout the period of affordability.

	Period of Affordability – It is the intention of the County to ensure the long-term affordability of assisted properties. While the minimum length of affordability period depends on the amount of the HOME investment in the property and the nature of the activity (outlined in Table 2 below).


Table 2. Minimum Affordability Period by Funding Amount and Project Type
Funding/Activity
Affordability Period
Less than $15,000
5 years
$15,000 to $40,000
10 years
Greater than $40,000
15 years
New construction of Rental
20 years
Refinancing of rental housing
15 years

Occupancy – Throughout the period of affordability, income eligible households must occupy the assisted units. When designated rental units become vacant during the period of affordability, subsequent tenants must be income eligible and must be charged the applicable rent.

If a home purchased with HOME assistance is sold during the period of affordability, resale or recapture provisions, outlined in the homebuyer section below, apply to ensure the continued provision of affordable housing.
Expenditure Deadlines: HOME projects must be completed within four years of commitment. A project that is not completed within four years from the date the written agreement is executed (project commitment) is deemed terminated and that the PJ must repay the HOME funds. To further ensure that projects will be completed within the 4-year timeframe, the following steps shall take place prior to a commitment of HOME funds.

	Evaluation of the readiness of a project. The production schedule must reflect completion before the 4-year deadline.
	Written agreements shall be updated to reflect the 4-year deadline; the written agreements shall include intermediate benchmarks, progress reporting requirements, and appropriate enforcement mechanisms.
	A project’s progress shall be monitored using the “HOME Activities Reports” (available online at http://www.hud.gov/offices/cpd/affordablehousing/reports/activities.cfm) to identify stalled and slow-moving projects.
	For any project that is progressing, albeit slowly, if it is determined that it is likely to be completed within five years, a written request for an extension to HUD, providing the necessary information, outlined below.

Exception: In the event that a project is not completed within the four-year timeframe, the PJ may request a 12-month extension from HUD. The request should provide information about the status of the project, steps being taken to overcome any obstacles to completion, proof of adequate funding to complete the project, and a schedule with milestones for completion of the project. [§92.205(e)(2)]

Other Federal Requirements: Funded projects and programs are also subject to a number of cross cutting federal regulations. Some of the major additional requirements are:

The National Environmental Policy Act of 1969 as set forth in P. O. 91-190 and the implementing regulations in 24 CFR, Parts 51 and 58: (P. O. 91-190 – 42 USC§4321) The purposes of the act are to declare a national policy which will encourage productive and enjoyable harmony between man and his environment; to promote efforts which will prevent or eliminate damage to the environment and biosphere and stimulate the health and welfare of man; to enrich the understanding of the ecological systems and natural resources; important to the National and to establish a Council on Environmental Quality. 24 CFR 51 and 56 are the environmental criteria and standards and the environmental review requirements.

Title VIII of the Civil Rights Act of 1968, P.L. 90-284 (Fair Housing Act): Prohibits discrimination in the sale, rental and financing of dwellings based on race, color, religion, national origin, disability or familial status, as well as establishing administrative enforcement mechanisms, revised and expanded Justice Department jurisdiction, and contains design and construction accessibility provisions for certain new multifamily dwellings developed for first occupancy. Title VIII was amended in 1988 (effective March 12, 1989) by the Fair Housing Amendments Act, which:
	Expanded the coverage of the Fair Housing Act to prohibit discrimination based on disability or on familial status (presence of child under age of 18, and pregnant women);
	Established new administrative enforcement mechanisms with HUD attorneys bringing actions before administrative law judges on behalf of victims of housing discrimination; and
	Revised and expanded Justice Department jurisdiction to bring suit on behalf of victims in Federal district courts.


Title VI of the Civil Rights Act of 1964, P. L. 88-352 and the regulations of HUD with respect thereto, including 24 CFR, Parts 1: Prohibits discrimination on the basis of race, color, and national origin in programs and activities receiving federal financial assistance. http://www.usdoj.gov/crt/cor/coord/titlevi.htm

Section 3 of HUD Act of 1968: Section 3 requires HOME recipients to the greatest extent feasible, opportunities for training and employment arising from HOME will be provided to low income residents in the program service area. HOME recipients will be required to keep records and provide reports on their Section 3 efforts.

Executive Order 11063, as amended: Prohibits discrimination in the sale, leasing, rent and other disposition of properties and facilities owned or operated by the federal government or provided with federal funds. http://www.hud.gov/offices/fheo/FHLaws/EXO11063.cfm

Age Discrimination Act of 1975: Prohibits age discrimination in programs receiving Federal financial assistance. Age Discrimination Act regulations may be found in 24 CFR Part 146.

Section 504 of the Rehabilitation Act of 1973: Prohibits discrimination based on disability in any program receiving federal financial assistance. http://www.hud.gov/offices/fheo/disabilities/sect504.cfm

Executive Order 11246 (Applies to contracts in excess of $10,000): Bars discrimination in federal employment because of race, color, religion, sex, or national origin. http://www.hud.gov/offices/fheo/FHLaws/EXO11246.cfm

The Fair Labor Standards Act: http://www4.law.cornell.edu/uscode/29/ch8.html

Section 202(a) of the Flood Disaster Protection Act of 1973: Section 202(a) of the Flood Disaster Protection Act of 1973 (42 U.S.C. 4106) provides that no Federal officer or agency shall approve any financial assistance for acquisition or construction purposes (as defined under section 3(a) of said Act (42 U.S.C. 400(a)), one year after a community has been formally notified of its identification as a community containing an area of special flood hazard, for use in any area that has been identified by the Director of the Federal Emergency Management Agency as an area having special flood hazards unless the community in which such area is situated is then participating in the National Flood Insurance Program.
Sections 302 and 401 (b) of the Lead-Based Paint Poisoning Prevention Act: This subpart implements the provisions of 42 U.S.C. 4852d, which impose certain requirements on the sale or lease of target housing. Under this subpart, a seller or lessor of target housing shall disclose to the purchaser or lessee the presence of any known lead-based paint and/or lead-based paint hazards; provide available records and reports; provide the purchaser or lessee with a lead hazard information pamphlet; give purchasers a 10-day opportunity to conduct a risk assessment or inspection; and attach specific disclosure and warning language to the sales or leasing contract before the purchaser or lessee is obligated under a contract to purchase or lease target housing.

Davis Bacon Act, as amended: Any contract for the construction of Affordable Housing with 12 or more units will require that all laborers and mechanics who are employed to perform work on any project, or any contractor or construction work which is financed, in whole or in part, with assistance which is received under the Housing and Community Development Act of 1974 shall be paid wages at rates which are not less than those that prevail in the locality for similar construction and shall receive overtime compensation in accordance with the Contract Work Hours and Safety Standards Act. The contractor and its subcontractors shall also comply with all applicable Federal laws and regulations which pertain to labor standards, including the minimum wage law.

Title I of Housing and Community Development Act of 1974: Grantee shall:

	Not discriminate against any employee or applicant for employment on the basis of religion and not limit employment or give preference in employment to persons on the basis of religion; and
	Not discriminate against any person applying for such public services on the basis of religion and not limit such services or give preference to persons on the basis of religion; and
	Provide no religious instruction or counseling, conduct no religious worship or services, engage in no religious proselytizing and exert no other religious influence in the provision of such public services.

http://www.hud.gov/progdesc/sec-109.cfm

Executive Orders:

11625 - Prescribing additional arrangements for developing and coordinating a national program for minority business enterprise, http://www.archives.gov/federal_register/codification/executive_order/11625.html

12432 - Minority business enterprise development, and
http://www.archives.gov/federal_register/codification/executive_order/12432.html

12138 - National Women’s Business Enterprise Policy and National Program for Women’s Business Enterprise.
http://www.usdoj.gov/crt/cor/byagency/sbaeo12138.htm

49 CFR Part 24: Uniform Relocation Assistance and Real Property Acquisition for Federal and Federally Assisted Programs: The purpose of this part is to promulgate rules to implement the Uniform Relocation Assistance and Real Property Acquisition Policies Act of 1970, as amended (42
U.S.C. 4601 et seq.), in accordance with the following objectives:

	To ensure that owners of real property to be acquired for Federal and federally-assisted projects are treated fairly and consistently, to encourage and expedite acquisition by agreements with such owners, to minimize litigation and relieve congestion in the courts, and to promote public confidence in Federal and federally-assisted land acquisition programs;

To ensure that persons displaced as a direct result of Federal or federally- assisted projects are treated fairly, consistently, and equitably so that such persons will not suffer disproportionate injuries as a result of projects designed for the benefit of the public as a whole; and
	To ensure that Agencies implement these regulations in a manner that is efficient and cost effective.

Financial Management Requirements: Projects and programs receiving HUD funds must abide by the financial management requirements of the Federal Office of Management and Budgets which pertain to their particular type of organization, whether it is an institution of Higher Education, a hospital, other non-profit, a state, a local government, etc. For instance, a CHDO serving as a sub-recipient for the Consortium and as a development organization has different OMB requirements based on their activity.

Some of the basic financial requirements are:

OMB Circular A-110: Uniform Administrative Requirements for grants and Agreement with Institutions of Higher Education, Hospitals and Other Non-Profit Organizations (http://www.whitehouse.gov/omb/circulars/a110/a110.html);

OMB Circular A-133: Audits of States, Local Governments and Non-Profit Organizations
(http://www.whitehouse.gov/omb/circulars/a133/a133.html );

OMB	Circular	A-122:	Cost	Principles	for	Non-Profit	Organizations
(http://www.whitehouse.gov/omb/circulars/a122/a122.html

CONFLICT-OF-INTEREST .............................................................................................................

The HOME Program regulations require Recipients to comply with two different sets of conflict- of-interest provisions. The first set of provisions comes from 24 CFR Parts 84 and 85. The second, which applies only in cases not covered by 24 CFR Parts 84 and 85, is set forth in the HOME regulations. Additionally, the HOME regulations include conflict of interest provisions for nonprofit, for-profit owners/developers/sponsors and CHDOs.

Recipient Activities Covered by CFR Provisions:

In the procurement of property and services by Recipients, the conflict-of-interest provisions at CFR Part 200 apply. These regulations require Recipients to maintain written standards governing the performance of their employees engaged in awarding and administering contracts. At a minimum, these standards must:

	Require that no employee, officer, agent of the Recipient shall participate in the selection, award or administration of a contract supported by HOME if a conflict-of- interest, either real or apparent, would be involved;
	Require that Recipient employees, officers and agents not accept gratuities, favors or anything of monetary value from contractors, potential contractors or parties to subagreements; and
	Stipulate provisions for penalties, sanctions or other disciplinary actions for violations of standards.


A conflict would arise when any of the following has a financial or other interest in a firm selected for award:

	An employee, agent or officer of the Recipient;
	Any member of an employee’s, agent’s or officer’s immediate family;
	An employee’s, agent’s or officer’s partner; or
	An organization that employs or is about to employ an employee, agent or officer of the Recipient.


Recipient Activities Covered by HOME Regulations:

In cases not covered by 2 CFR 200, et. Seq., the HOME regulations at 24 CFR 92.356 governing conflict-of-interest apply. These provisions cover employees, agents, consultants, officers and elected or appointed officials of the Recipient. The HOME regulations state that no person covered who exercises or has exercised any functions or responsibilities with respect to HOME activities or who is in a position to participate in decisions or gain inside information:

	May obtain a financial interest or benefit from a HOME activity; or
	Have an interest in any contract, subcontract or agreement for themselves or for persons with business or family ties.


This requirement applies to covered persons during their tenure and for one year after leaving the Recipient entity.

Exceptions: Upon written request by the Recipient to the County, exceptions to both sets of provisions may be granted by HUD on a case-by-case basis. After the County has completed the
following an exception may be granted:

	Disclosed the full nature of the conflict and submitted proof that the disclosure has been made public, and
	Provided a legal opinion to the County stating that there would be no violation of state or local law if the exception were granted.
	To request that the County submit a written request for an exception, please contact the

County’s Community Development Manager.

Executing and maintaining conflict-of-interest provisions: While not specifically required in the HOME regulations, Recipients must include the conflict-of-interest provision in written agreements and other documents with owners, developers and sponsors. In addition, monitoring of projects should include necessary actions to ensure that this provision is adhered to.

HOME Provisions for Nonprofit and For-Profit Owners, Developers, CHDOs and Sponsors:

The HOME Final Rule includes conflict-of-interest provision applicable to for-profit and nonprofit owners, developers and sponsors of HOME-assisted housing. This provision states that no owner, developer or sponsor of HOME-assisted housing, including their officers, employees, agents, consultants or elected or appointed officials, may occupy a HOME-assisted unit in a development. This provision does not apply to:

	An individual receiving HOME funds to acquire or rehabilitate his/her principal residence, or
	An individual living in a HOME-assisted rental housing development where he/she is a project manager or a maintenance worker in that development.


Exceptions: Exceptions to this conflict-of-interest provision (governing owners, developer and sponsors of HOME-assisted housing) may be granted by the County after obtaining a waiver from HUD on a case-by-case basis based on the following factors as set forth in the regulations:

	Whether the person receiving the benefit is a member of a group or class of low-income persons intended to be the beneficiaries of assisted housing, and the exception will permit him or her to receive generally the same interests or benefits as are being made available or provided to the group as a whole;
	Whether the person has withdrawn from his or her functions or responsibilities, or the decision-making process with respect to the specific assisted housing in question;
	Whether the tenant protection requirements of CFR 92.253 (prohibited lease terms, termination of tenancy and tenant selection) are being observed;
	Whether the affirmative marketing requirements are being observed and followed; and
	Any other factor relevant to the PJ’s determination, including the timing of the requested exception.


WRITTEN AGREEMENTS.............................................................................................................

A written agreement must signed and executed as well as funds must be committed in the Integrated Disbursement and Information System before any funds are committed or disbursed to a recipient. When executed the agreement is:

	A statement of the relationship between the County, subrecipient and the funding recipient;
	A statement of the conditions under which the funds are provided;
	Tool for monitoring performance and verifying compliance;
	A tool for parties using funds to learn about the applicable rules and regulations; and
	A method for enforcing the program requirements and protecting the County’s investment.


Required Provisions: The specific contents of agreements will vary and depending upon the type of activity and administrative role the recipient. Under HOME regulations there are specific provisions that must be included in written agreements. The required provisions are:

	Use of HOME funds: Description of tasks to be performed, schedule for completing tasks, a budget in sufficient detail to effectively monitor performance and the period of the agreement. Documents detailing this information must be provided by the recipient to County prior to the execution of the funding agreement.
	Requests for Disbursement of Funds: Requirement that HOME funds may not be requested until funds are needed for payment of eligible costs. The amount of each request must be limited to the amount needed.
	Project Requirements: Enumeration of all project requirements applicable to the type of projects(s) to be assisted. Examples include affordability requirements, property standards, rents and recapture/resale provisions.
	Expenditure Deadline: HOME regulation requires completion of a project within four years from the commitment of funds. This provision shall provide a description of intermediate benchmarks, progress reporting requirements, and appropriate enforcement mechanisms to be completed prior to the project’s completion deadline under HOME Regulations 24 CFR Part 92.205 (e)(2).
	Records and Reports: Enumeration of records that must be maintained, and information and reports that must be submitted.
	Reversion of Assets/Program Income Requirements: Statement regarding the disposition of program income or other assets received by the recipient as a result of the HOME investment. All program income received from the operation of a HOME funded program must be returned to the County upon receipt.
	Enforcement and Duration of the Agreement: This provision is in the agreement with all parties, including owners, and is the means of enforcing the provisions of the written agreement.
	Affirmative Marketing: Requirements for affirmative marketing in projects with five or more assisted units.
	Other Program Requirements: Requirements regarding other federal requirements, including non-discrimination and equal opportunity, affirmative marketing and minority outreach, environmental review, displacement, relocation and acquisition, labor standards, lead based paint, and conflict of interest.
	Uniform Administrative Requirements: Requirement to comply with applicable federal administrative requirements (OMB Circular A-87 and applicable provisions of 24 CFR Part 85 for governmental entities, or OMB Circular A-122 and applicable provisions of 24 CFR Part 84 for non-profit entities).
	CHDO Provisions: Requirements for the use of funds to CHDOs, including set- aside funds, operating expenses and project-specific loans and capacity building assistance.
	Conditions for Religious Organizations: Includes conditions set forth in 24 CFR Part 92.257 concerning religious organizations.
	Conflict-of-Interest: HOME regulations require PJs, state recipients and subrecipients (including CHDOs acting as subrecipients) to comply with two different sets of conflict-of- interest provisions. The first set is provisions under 24 CFR Parts 84 and 85; the second, which applies only in cases not covered by 24 CFR Parts 84 and 85, set forth in the HOME regulations.


Additional Provisions: In addition there are a number of elements that may be included in the funding agreement to increase its usefulness to both parties. These include:

	The roles and responsibilities of each party.
	A description of the project or program being funded, spelling out the eligible uses of funds.
	A project timetable with major milestones (performance standards).
	Criteria for successful completion of the program or project.
	A description of project close-out requirements.
	The consequences of non-performance.
	CHDO provisions (24 CFR 92.300 and 92.301)
	Monitoring


Amending Documents: Written agreements may be amended by mutual agreement of the parties for changes in terms, for the receipt of additional funds, or changes in project scope. However, agreements will be automatically amended if so required to ensure compliance with regulations. Agreement enforcement and termination found under 24 CFR 85.43 and 85.44 http://www.access.gpo.gov/nara/cfr/waisidx_98/24cfr85_98.html

Other Documents: Other types of documents may be executed as conditions of funding and may include mortgage and loan agreements, deed restrictions and other use agreements between the County and the owner, property management agreements between the owner and property manager, and asset management agreements between the owner and asset manager.

	Mortgage and loan documents are signed at closing and contain the financial terms and

conditions of the loan.
	Deed restrictions and other use agreements will be used to place specific restrictions on the property.
	Property management agreements detail the specific responsibilities of the property manager. Copies of management agreements executed assigning the management responsibility of HOME funded projects must be provided to County prior to the release of retention or within 15 days of execution, whichever is later.


RENTAL ACTIVITIES ....................................................................................................................

Eligible Activities: [24 CFR 92.205(a)]
Activities allowed with the use of HOME funds are activities and projects that support and provide incentives for the development of affordable rental housing that addresses needs identified in the Consolidated Plan. These activities may include new construction, reconstruction, acquisition or rehabilitation of non-luxury housing available with rent restrictions serving very-low and extremely-low income households. Housing development may only be permanent or transitional housing. Single-room occupancy (SRO) and group homes are permitted but have additional conditions. If Tenant-Based Rental Assistance (TBRA) is identified in the County’s current Consolidated Plan as an appropriate response to market conditions, such programs may be awarded HOME funding.

Funding will be limited to the amount necessary to facilitate completion of the project and will not exceed a proportionate share of costs in a project with floating units.

Eligible Costs. [HUD Regulations 24 CFR 92.206] Funds may be used to pay the following:
	Development hard costs for both new construction and rehabilitation;
	Refinancing costs to permit the continued affordability of the project in compliance with HOME refinancing guidelines;
	Acquisition costs
	Costs relating to payment of loans
	General Management
	Related soft costs
	Architectural, engineering or related professional services required;
	Costs to process and settle the financing for a project;

Costs of a project audit required by the County in respect to the development;
	Costs to provide information services such as affirmative marketing and fair housing information to prospective tenants as required by 92.351;
	Operating costs directly related to carrying out the project, such as work specifications preparation, and loan processing inspections;
	Costs for the payment of impact fees charged for all developments within a jurisdiction; and
	Costs of environmental review and release of funds in accordance with 24CFR part 58 directly related to the project.


All costs must be in direct relation to a HOME assisted unit and supporting documentation of all expenditures is required for all costs being paid for with the COUNTY funding. With the exception of acquisition and financing costs, HOME funds are available as reimbursement for eligible expenses. Related soft costs must be necessary for the development of HOME units. Again, documentation must be provided for any cost re-imbursement. If requesting re-imbursement of staff time, timesheets and payment records documenting time allocated to HOME units is required.

Prohibited Activities: [HUD Regulations 24 CFR 92.214] HOME funds may NOT be used to:
	Pay delinquent taxes, fees or charges on properties to be assisted with HOME funds;
	Pay for any cost that is not eligible under the HOME program at 92.206 and 209;
	Provide project reserve accounts;
	Pay for the acquisition of property owned by any of the member jurisdictions unless purchased in anticipation of carrying out a HOME eligible project;
	Land Banking;
	Provide tenant-based rental assistance for the special purposes of the existing section 8 program;
	Provide assistance to housing previously assisted with HOME funds (other than TBRA); or
	Activities related to Public Housing Modernization.


Form & Amount of Assistance: [HUD Regulations 24 CFR 92.205(b)]
While regulations allow assistance to be given in any of the forms listed above, HOME assistance to development projects will be given in the form of an amortized, deferred loan or grant. Funding Agreements will establish a minimum affordability period that is typically not less than 5 years but will at minimum meet the HOME guidelines for new construction. Before monies are released an agreement will be signed between County and the recipient. The agreement will satisfy Federal requirements and establishes the terms under which the funding is being provided. Funds will not be released until a funding agreement is executed.

Monitoring:
All projects and programs are monitored annually and include a review of management processes, a file review, and a physical inspection of the property and assisted units. The initial monitoring, completed upon lease-up, includes reviewing 100 percent of the HOME client files and inspecting 15 to 20 percent of the assisted units. Annually thereafter staff will review 20 percent of client files and inspect the associated units unless staff identifies issues that warrant further review or inspection of additional files and/or units.

The development process will also be monitored by County staff through the draw process, including reviewing draw or reimbursement requests.

HOME rules require on-site inspections of HOME properties according to the total number of units in a project as follows:





Number of Units
Inspection Required
1 to 4
Every 3 years
5 to 25
Every 2 years
26 or more
annually

For a large project, inspect 15 to 20 percent of the HOME-assisted units in a project, and a minimum of one unit in every building.

Development Property Management:
Many established owners have property management departments within their organizations or have created separate organizations to perform this function. Other developers hire one management firm to manage properties in its portfolio. Property management is important to ensure the owner’s physical, financial, administration and occupancy performance standards for the property. When working with the HOME assisted units, it is expected that the owner enter into an agreement that the units will be operated in accordance with all applicable regulations.

Underwriting and Subsidy Layering:
Before committing funds to a rental project, the County will evaluate the project and verify that the owner did not request or was not allocated any more HOME funds in combination with other governmental assistance than is necessary to provide the affordable housing. The County is required to review and keep project records demonstrating that each rental housing project meets required subsidy layering guidelines. The Guidelines shall:
	Establish standards to assess the reasonableness of profit or return to the owner or developer, for the size, type, and complexity of the project.
	Examine the sources and uses for each project and determine whether the costs are reasonable.
	Assess the market conditions of the neighborhood in which the project will be located.
	Assess the experience and financial capacity of the developer.
	Determine whether there are firm financial commitments for the project.


Part of the documentation process shall also include a Proforma (project income and expense statement) which should include achievable rent levels, market vacancies and operating expenses, and a reasonable level of profit or return on the owner’s or developer’s investment in a project.

Exceptions:
	Applicability to homeowner rehabilitation programs. §92.250(b)(3) clarifies that the underwriting requirement does not apply to homeowner rehabilitation projects unless HOME funds are provided as an amortizing loan. Further, it exempts homeowner rehabilitation projects from the market analysis and developer capacity assessment.
	Applicability to downpayment assistance. §92.250(b)(4) exempts projects that provide only
downpayment assistance from the market analysis and developer capacity analysis

requirements. (See §92.254 for new underwriting requirements when providing downpayment assistance.)
HOME Investment Per Unit:
The HOME program has minimum and maximum per-unit subsidy limit on projects.

	The minimum HOME investment is $1,000.00
	The maximum HOME investment is determined by HUD and is adjusted annually.


Contact the County for maximum allowed per unit investment.

Property Specifics: Project Type:
HOME rental projects may be one or more buildings on a single site, or multiple sites that are under common ownership, management and financing. Projects may be permanent housing, transitional housing, group homes and SRO’s. There are no preferences for project or unit size or style. Any property previously financed with HOME funds that is still in the affordability period is not eligible for additional HOME funding. HOME funds will not be used for operations or modernization of public housing projects.

Property Standards:
Properties will be monitored to meet the applicable standards annually. Owners must maintain properties in accordance with property standards throughout the affordability period. Monitoring visits will be conducted by County to ensure property standards are being met.

Accessibility:
In addition to applicable Fair Housing Requirements, assisted housing must meet the accessibility requirements of 24 CFR Part 8 which address “Nondiscrimination Based on Handicap in Federally Assisted Programs and Activities of the Department of Housing and Urban Development”. The purpose of this part is to effectuate Section 504 of the Rehabilitation Act of 1973.

Occupancy:
HOME-assisted rental units must be occupied by income-eligible households within 18 months of project completion; if not, PJs must repay HOME funds for the vacant units. Note: for units that remain vacant six months following completion, the PJ must identify and develop an enhanced marketing plan and report this information to HUD. [§92.252]

Affordability:
An affordability period will be determined by the amount of funds invested in a project. The County has the right to require a minimum affordability period beyond that required by HUD (outlined above). Throughout the period of affordability the owner must enforce funding requirements. This includes rent limits, income limits and property standards. Affordability requirements apply without regard to the term of any mortgage or loan, or transfer of ownership.

During the affordability period the project will be inspected based on the methodology above and
monitored annually for compliance with funding requirements. During the affordability period all assisted units must be in compliance with rent and income limits at initial lease up, and then 90% of the HOME portfolio must be serving clients under 60% MFI.

“Fixed” or “Floating” HOME units:
The County will determine the number of units based on the funding award. Generally, the County allows the owner of the project to determine if the assisted units will be “fixed” or “floating. A “fixed” unit is when the owner applies funding requirements to specific units throughout the affordability period, for example unit #1 would always be an assisted unit. This is sometimes an easier process because it allows consistent knowledge of which unit is a restricted for monitoring and file inspection purposes. A “floating” unit is when the units throughout the project. No matter which decision an owner makes, there always has to be the required amount of designated HOME units in the project.

Rent Limits:
Every HOME unit is subject to rent limits. HUD releases rent limits annually. The rent limits are maximums that can be charged per unit by bedroom size including a utility allowance. If a unit has multiple restrictive funding sources, e.g. HOME and Low Income Housing Tax Credits, the more restrictive programs guidelines must be met for rent and income limits. At no time can a tenant be charged more than HOME rent limits even in conjunction with another program. Current limits are available from the County’s Madison County Community Development.

Determining Allowable Rent:
To determine the maximum rent allowed for contract rents you must consider both the HUD Rent standards and the utility allowances. After you have made sure that a tenant meets the required income levels to occupy an assisted unit, you must also verify you are meeting the rent requirements. You will begin with the rent standards allowed for the unit bedroom size, the High or Low HOME rent or 30 percent of the targeted income for an appropriate family size. The amount of the utility allowances must then be subtracted from rent limit to determine the total tenant rent.

Overpayment of rent by either the renter or the Section 8 program will result in the owner reimbursing that amount of the overpayment to the tenant or the housing authority. Rents may be adjusted annually based upon revised rent limits published by HUD, however tenant rents cannot be adjusted until their leases are renewed and must be provided 30 days’ notice. Madison County will review project rents and occupancy information annually in order to determine compliance with HOME regulations. In instances where the rent increases on a HOME unit, the County will review and confirm the lease meets the most recently released low and high rent limits and confirm tenants received at least a 30 day notice before the increase occurred.

PROJECT RESERVES....................................................................................................................

Real Estate Tax Reserves
ALL PROJECTS MUST budget adequate real estate tax reserves to pay real estate taxes during the
construction period plus an amount equal to fifty-five percent (55%) of the estimated annual real estate taxes in the first year of Project operations.

In addition, the operating budget must have adequate annual cash flow to capitalize an annual
real estate tax reserve sufficient to pay the Project’s real estate taxes in the following year.

ALL PROJECTS MUST include evidence of how construction period real estate taxes and operations period real estate taxes were determined.

ALL PROJECTS assuming real estate tax abatements for any period of time MUST detail any assumptions associated with the abatement including all of the following:
	The calculation of real estate taxes before, during, and after the abatement, and
	The anticipated date the abatement becomes effective, and
	The length of the abatement.


Insurance Reserves
ALL PROJECTS MUST budget adequate insurance reserves to pay insurance during the construction period plus an amount equal to 105% of the estimated annual insurance expenses in the first year of Project operations.

In addition, the operating budget must have adequate annual cash flow to capitalize an insurance reserve sufficient to pay the Project’s insurance in the following year.

Initial Rent-Up Reserves
ALL PROJECTS MUST include an initial rent-up reserve sufficient to cover all operational costs including administrative, management, payroll, maintenance, utilities, taxes, insurance, and debt service payment for the period between the initial certificate of occupancy and stabilized occupancy.

The sizing of the initial rent-up reserve must be based on the absorption information contained in the market study. If a formal market study is not completed, please provide detailed assumptions for absorption rate.

In addition, the application must detail anticipated project income and expense assumptions for the period between the initial certificate of occupancy and stabilized occupancy. The County will evaluate the sufficiency of the initial rent-up reserve taking into consideration the rental market, target population, expected occupancy rates, and all income and expense assumptions.

TENANTS ...................................................................................................................................

Income:
Before a tenant occupies a HOME unit, all income must be verified with third-party documentation. In such instances where management is unable to obtain third-party documentation sources documents, such as wage statements, interest statements and
unemployment compensation statements for the past 60 to 90 days may be used. The agency will be required to collect and obtain this information to be kept in client file. The County requires the Part 5/ Section 8 definition of annual income. If a household member 18 years of age or older are claiming they receive no income, they are required to complete an Affidavit of Non-employment.

Recertification:
To ensure compliance with the affordability period, owners must establish systems to re-certify tenant income on an annual basis. Typically each tenant’s income will be examined on the anniversary date of the original income certification or at lease renewal. However, the owner may adopt an annual schedule to perform all verifications at the same time. Recertification documentation will be monitored by the County. There are two alternative methods to the initial income verification method which may be used:

	A written statement from the family indicating size and income. This must include a signed certification from the family and source documents must be available upon request.
	A written statement from the administrator or other government program from which the family receives benefits. Statements must include family size, current income, current income limit for their program and a statement that the family’s income does not exceed that limit.


Full income verifications and collection of source documents are required every fifth year.

Over Income Tenants:
A tenant’s income is likely to change over time. If these changes occur during the affordability period, the project owner must take certain step to maintain compliance with HOME rent and occupancy requirements.

The project must maintain the correct number of units targeting the identified incomes.

	Rents must be adjusted for tenants whose incomes rise above 80 percent of the area median income to either 30 percent of tenant income or fair market rent.
	If the income of a tenant occupying a “low rent” unit increases, but does not exceed 80% of the area median income, that unit becomes a “high rent” unit and the “low rent” unit must be the next available unit (if floating units) or HOME assisted unit (for fixed units) to a very low income tenant that meets the 50% median income requirement. Subject to the terms of the lease, the rent of the initial tenants whose income has increased may be increased to the High rent limit for the unit. This process should not increase the number of assisted units.
	If a tenant’s income increases above 80% of the area median income, the unit this tenant occupies is still considered to be a HOME unit, but the tenants rent must be adjusted. In projects were 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, and the rent of that unit can be adjusted as appropriate.






THE LEASE..................................................................................................................................

Term:
The term between the tenant and the owner must be at least one year (12 months).

Language:
The lease may NOT contain the following provisions:
	Agreement to be sued: Agreement by the tenant to be sued, to admit guilt, or to a judgment in favor of the owner in a lawsuit brought in connection with the lease;
	Treatment of property: Agreement by the tenant that the owner may take, hold, or sell personal property of household members without notice to the tenant and a court decision on the rights of the parties. This prohibition, however, does not apply to an agreement by the tenant concerning disposition of personal property remaining in the housing unit after the tenant has moved out of the unit. The owner may dispose of this personal property in accordance with State law;
	Excusing owner from responsibility: Agreement by the tenant not to hold the owner or the owners agents legally responsible for any action or failure to act, whether intentional or negligent;
	Waiver of notice: Agreement of the tenant that the owner may institute a lawsuit without notice to the tenant;
	Waiver of legal proceedings: Agreement by the tenant that the owner may evict the tenant or household members without instituting a civil court proceeding in which the tenant has the opportunity to present a defense, or before a court decision on the rights of the parties;
	Waiver of a jury trial: Agreement by the tenant to waive any right to a trial by jury;
	Waiver of right to appeal court decision: Agreement by the tenant to waive the tenants right to appeal, or to otherwise challenge in court, a court decision in connection with the lease; and
	Tenant chargeable with cost of legal actions regardless of outcome: Agreement by the tenant to pay attorney’s fees or other legal costs even if the tenant wins in a court proceeding by the owner against the tenant. The tenant, however, may be obligated to pay costs if the tenant loses.


Termination:
Termination of the lease requires a 30 day notice of refusal to renew or termination of tenancy. A HOME lease rider will be added in most cases to confirm that the prohibited language above will be addressed in the lease.


HOMEBUYER/HOMEOWNER ACTIVITIES ...................................................................................

Eligible Activities:
Eligible homebuyer activities include the construction of new housing units or down payment assistance for low income households. The County will evaluate Homebuyer/Homeowner Activities through its established underwriting and subsidy layering analysis, using its master application document and Microsoft Excel based housing production application document(s).

Eligible homeowner activities include the rehabilitation of housing units that are owned and occupied by low income households. In addition, funds may be used for costs associated with refinancing the owner’s mortgage if this is necessary to reduce the families overall housing costs.

Eligible Costs:
In general, eligible costs under rental housing are eligible for homeowner/homebuyer activities, including the following:
	Development hard costs for both new construction and rehabilitation;
	Refinancing costs to permit the improve the affordability for the owner of a home being rehabilitated;
	Acquisition costs;
	Costs relating to loans;
	Related soft costs
	Architectural, engineering or related professional services required;
	Costs to process and settle the financing for a project;

Costs of a project audit required by the County respect to the
development;
	Operating costs directly related to carrying out the project, such as work specifications preparation, and loan processing inspections;
	Costs for the payment of impact fees charged for all developments within a jurisdiction; and
	Costs of environmental review and release of funds in accordance with 24CFR part 58 directly related to the project.

In contrast to rental projects, assistance may be provided to assist a household to purchase a home that was previously assisted with COUNTY funding.

Prohibited Activities:
Funds may NOT be used to pay for any cost that is not eligible costs under the HOME program at
92.206 and 209, including delinquent taxes, fees or charges on properties to be assisted.

Forms & Amount of Assistance: [HUD Regulations 24 CFR 92.205(b)]
In general, assistance provided to homebuyers and homeowners will be in the form a deferred loan. Typically, the assistance will be subject to recapture provisions as outlined in the Consolidated Plan;
however if the amount of assistance provided to individual homebuyers through a CHDO as a developer will be subject to resale requirements. Additional funds may be allocated to the sub-recipient to pay directly-related soft costs. These funds may be provided as a grant to the sub-recipient to make the program feasible.

Program Requirements:
All entities funded for the development of for-sale units or to provide financial assistance for the purchase or rehabilitation of owner-occupied housing are responsible for ensuring the assisted household is eligible, the property is qualified, appropriate documents are executed, and project processing steps outlined in the funding agreement are followed. The latter including but not limited to County completion of the environmental and sub-recipient staff checking the federal debarred list and reviewing required inspections.

A homebuyer unit must have a ratified sales contract within nine months of construction completion, or the PJ must either convert it to a HOME rental unit or repay the full HOME investment. [§92.254(a)(3)]

It is important that sub-recipients administering homeownership programs make every effort to assist the homebuyer to understand the process of purchasing a home, the long-term commitment of purchasing a home, the implications of accepting a mortgage and under different terms, the recapture or resale option, and to consider the ability of the family to maintain a mortgage over time.

PJs must adopt program policies for homebuyer programs that include underwriting guidelines to determine the appropriate amount of assistance necessary to assist the low-income buyer; assessment of a buyer’s ability to purchase and remain in the home (e.g., housing and consumer debt ratios, anticipated income, and available assets); and anti-predatory lending and subordination policies. [§92.254(f)]

Madison County does currently use HOME funds for down payment assistance.

Monitoring:
Programs will be monitored annually, as long as the program is operating. Staff will review 20 percent of program files for compliance with income determination procedures and property eligibility, evaluation of affordability, written agreements, documentation that property is the principal residence enforced by lien or mortgage, title documentation, copy of deed or other ownership documentation, recapture/program income documentation, lead-based paint notification, etc.
COMMUNITY HOUSING DEVELOPMENT ORGANIZATION...........................................................

A Community Housing Development Organization (CHDO) is a private nonprofit, community- based service organization that has obtained or intends to obtain staff with the capacity to develop affordable housing for the community it serves. The definition of a CHDO, as well as other regulations regarding CHDOs, can be found in the Code of Federal Regulations Title 24 (Housing and Urban Development), Part 92.300. To be certified or re-certified as a CHDO, the non-profit organization must 1) submit this completed application to Madison County HOME staff and 2) meet the additional criteria regarding proposing and constructing an affordable housing development project(s).

In order to qualify and/or be recertified as a CHDO, an organization must meet certain criteria and be certified/re-certified by County staff. All existing CHDOs must be recertified on an annual basis. The criteria (24 CFR 92.300 and HUD Notice CPD 97-11) include legal status, organizational structure, capacity, experience, and financial standards:

CHDO Certification: A CHDO seeking County recertification or an organization/agency seeking certification as a CHDO must:
	Be organized under state/local laws;
	Have a provision of decent housing that is affordable to low-and moderate- income persons among the purposes of the organization and this commitment must be evidenced in the CHDO’s:
	charter,
	articles of incorporation,
	by-laws, or

a resolution of the CHDO’s board of directors.
	Assure that no part of the CHDO’s earnings (profits) may benefit any members, founders,
contributors or individuals.
	Have a clearly defined geographic service area.
	Have proof of nonprofit status: A CHDO must have received a tax-exempt ruling from the IRS under Section 501(c) (3) or (4) of the Internal Revenue Code of 1986 in order to be designated as a CHDO, or it may be classified as a subordinate of a central organization nonprofit under Section 905 of the Internal Revenue Code. A group exemption letter from the IRS that includes the CHDO is required. The 501 (c) designation must either be a conditional or final designation; a pending 501(c) status will not meet the requirements.

A CHDO seeking County recertification or an organization/agency seeking certification as a County CHDO must have a governing board organized as follows:


LOW INCOME REPRESENTATIVES:
At least 1/3 of the governing board must be:
	residents of low-income neighborhoods (neighborhoods where 51% or more of the residents are low-income);or
	other low-income residents of the community (low income defined as having an annual income of less than 80% of the area median income). If the individual does not live in a low income neighborhood, the CHDO or the resident will need to certify that they qualify as low income; or
	elected representatives of low-income neighborhood organizations whose primary purpose is to serve the interests of the neighborhood residents (i.e., block groups, town watch groups, civic associations, neighborhood church groups)
	should the CHDO not have the full complement of low-income representatives on the board, the CHDO has 45 days in which to fill that position. The CHDO is considered out of compliance with the requirements for CHDO status when they do not have the full one- third low income members on the board and decisions of the board cannot be finalized without the minimum required 1/3 low income members.


Input from the low-income community is not accomplished only by having low- income representation on the board. The CHDO must also provide a copy of the formal, written process for low-income program beneficiaries to advise the CHDO on design, development and management of affordable housing. The process must be described clearly and it must be included in the organization’s bylaws or through a board resolution. This requirement is especially important for CHDOs serving a large geographic area where it may not be possible for a CHDO to have low-income representatives on its board from every neighborhood in which it will develop, own or sponsor housing. County CHDOs should establish systems for community involvement in parts of their service areas where housing development is planned but which are not represented on their boards, for example:

Ad hoc or special committees of neighborhoods of a proposed development site; and/or
Community advisory boards or similar groups; and/or
	One or more open neighborhood or County meetings; and/or
	Temporary expansion of the CHDO board to include neighbors during the period of housing planning and development activity; and/or
	Resident advisory committees/boards.

Madison County Representation:
At least 1 member of the Board must meet one of the following criteria below:

	A low-income resident of Madison County as classified by the 80% area median income definition.


	A resident of a low-income neighborhood in Madison County.


	An elected representative of a Madison County low-income neighborhood organization such as block clubs or neighborhood watches as evidenced by a resolution from the low-income organization's board.

Due to the unique location of the County which spreads across 4 counties (DuPage, Kane, Kendall, and Will) that are mixed with urban, suburban, and rural property, CHDOs from surrounding communities may qualify for CHDO funds so long as they meet the above Madison County CHDO representation requirements. In the instance where a CHDO may not currently meet the above Madison County CHDO requirements at the time of application for County funds, it is expected that the CHDO will seek and fill the position no later than one year after project completion. The CHDO will be expected to incorporate the Madison County low- income membership representation within its bylaws. CHDOs are expected to renew their certification on an annual basis. CHDOs who are not current on their board’s Madison County representation may risk a recapture of their HOME project funds. If the Madison County representative resigns from the Board, the CHDO will immediately replace the resigning member with another Madison County member that meets the Madison County criteria above.
Additional board members will still need to meet HUD’s minimum CHDO board requirements.

STATE OR LOCAL GOVERNMENT APPOINTMENTS:
No more than 1/3 of the governing board may be appointed by a state or local government. Those representatives who are appointed by public officials cannot select other members of the board. Other restrictions on the participation of public officials on the boards of nonprofit organizations seeking public funds apply and CHDOs must observe conflict-of-interest policies.

PUBLIC SECTOR REPRESENTATIVES:
No more than 1/3 of the board may be public officials or representatives of the public sector (low income residents/representatives who work for a public agency in any capacity must be considered public sector representatives.)

The HOME program does not set any other limits on the composition of a CHDO’s governing board and the remaining seats may be filled by a wide variety of individuals.

CAPACITY/EXPERIENCE:
A County CHDO seeking recertification or an agency seeking certification as a County CHDO must demonstrate current capacity to carry out HOME assisted activities either with:

	experienced staff who have successfully completed similar projects, which draws a distinction between development, management of rental housing and development, sale of housing for first-time homebuyers, OR
	key staff with limited or no experience who will utilize experienced consultants (if consultants are in charge of development, there must be a written plan submitted yearly to the County indicating how the consultant will train key staff during that funded year).


Note that there are differences in required experience and capacity required to carry out the variety of housing development activities eligible under the HOME program. Also, the purpose of the CHDO capacity requirement is for the CHDO to build its own professional staff so the staff cannot be municipal, county or state employees or consultants (paid or volunteer) not planning to train for the CHDO’s key staff. Should CHDOs wish to share staffs with other nonprofits, a written formal agreement outlining the work to be undertaken and the service period must be in
place.

CHDO Set-aside Funds: CHDO set-aside funds must be committed to specific projects within 24 months of the PJ receiving its HOME allocation. The PJ cannot “reserve” CHDO funds for projects that will be identified at a later date. [§92.2 Commitment, §92.300(a)(1)]

CHDO set-aside funds must be expended within 5 years of when the PJ receives its formula allocation. [§92.500(d)(1)(A) and (C), and §92.500(d)(2)]

CHDO Eligible Set-Aside Project: The County also must invest at least fifteen (15) percent of its total HUD HOME allocation (24 CFR 92.300(a)) in projects that are owned, developed or sponsored by CHDOs and which will result in the development of homeownership or rental units, including projects that have a new construction or rehabilitation component. The CHDO can act in one of the three capacity roles as listed below:
	Owner: The CHDO is an “owner” when it holds valid legal title to or has a long-term (99- year minimum) leasehold interest in rental property. The CHDO may be an owner with one or more individuals, corporation, partnership or other legal entities, so long as the CHDO has effective control of the project.
	Developer: A CHDO is a “developer” when it either owns a property and develops a project,

or has a contractual obligation to a property owner to develop a project.
	Sponsor: A CHDO is a sponsor if it develops a project that it solely or partially owns and agrees to convey ownership to a second non-profit organization at a predetermined time or it is a sponsor for HOME-assisted homebuyer’s program when it owns the property, then shifts responsibility for the project to another nonprofit at some specified time in the development process and the second non-profit in turn transfers title, along with the HOME loan/grant obligations and resale requirements, to a HOME-qualified homebuyer within a specified timeframe.


Pre-Development Loans: Up to ten (10) percent of the COUNTY’s CHDO set-aside amount may be provided to CHDOs only in the form of pre-development loans which are intended to assure that its CHDOs have access to funds for up-front, eligible project expenditures and are to be repaid to the Consortium from construction loan proceeds or other project income or incorporated into additional project financing. The costs must all be reasonable and customary and related to a specific project which, if deemed feasible, would receive HOME funds for development. This assistance can take the form of technical assistance and site control loans used to establish preliminary feasibility prior to site control and seed money loans, which may be used to cover pre- construction costs. The total amount of funds used for pre-development cannot exceed 10 percent of the total amount of HOME funds reserved for CHDOs by the consortium in any given grant year for CHDO set-aside eligible activities.

Monitoring: County staff will review annually information to ensure the CHDOs continued compliance with Board composition requirements, status as a non-profit entity that the CHDO is operating free from control of any individual or organization seeking to profit from CHDO activities, eligibility of set-aside projects, and eligibility of expenses paid for CHDO projects.

APPLICATIONS ...........................................................................................................................

Applications for funding will be accepted upon issuance of a request for proposals or competitive funding round. In limited cases the County may solicit developer applications. The total review cycle for proposed projects is estimated to be completed in approximately three (3) to five (5) months. The purpose of the broad funding cycle is to enhance the County’s ability to choose projects that will maximize the use of HOME resources and the County’s ability to meet its Consolidated Plan housing goals. The County shall be under no obligation to fund any projects. Projects rejected during one funding application may be resubmitted and reconsidered during the next program year.

Information related to all applications:

The HOME application process is for limited funding. Applicants that meet criteria are not guaranteed an award.
	Successful applications may be funded for less than the amount requested.
	Funding provided by this process will be on a continuous basis following review and approval and work will be expected to begin within 120 days of contract execution. No contracts/agreements can be executed until the Mayor has executed funding agreements with HUD.
	Agencies that are currently receiving County CDBG funds, who are also applying for HOME funds, must be in compliance with all terms of their current agreement(s) and must not have any outstanding audit findings, monitoring findings or concerns as determined by the County.
	The applicant must submit an applicant certification form (included in the application) signed by the Chair or President of the Board of Directors.
	The County may adjust funding requests based on underwriting, subsidy layering review, revised determination of the financial gap, revised evaluation of the County proportionate, share proven market-based demands and economic growth.
	No work on the project may begin nor can HOME Program funds be released until the environmental review process has been completed in accordance with the provisions of the National Environmental Policy Act of 1969 and the related authorities listed in HUD’s Regulations at 24 CFR Parts 50 and 58.
	If a development site is purchased or under a purchase agreement prior to or during the funding application request the purchase must not be subject to the receipt of HOME funding.
	The applicant may be ineligible to be considered for funding if, in County’s discretion, the
applicant has demonstrated an untimely use of previously awarded HOME funds.
	The applicant shall not exclude any organization or individual from participation under any program funded in whole or in part by HOME Program funds on the grounds of age, disability, race, creed, color, national original, familial status, religion or sex.
	No applicant, clients or contractors that have been suspended or debarred under HOME (debarred list at http://epls.arnet.gov) or any other federal program may receive HOME

funds.

Complete Applications:
Complete applications shall provide all relevant information requested on the application form. The County’s Community Development Manager or his/her designee, shall determine whether each application is complete. Applications shall include, but shall not be limited to, all information necessary to determine compliance with the HOME Program’s affordability criteria and other requirements as necessary, technical and financial feasibility of the project (including all pro forma operating statements, development budgets, timelines, and a sources and use statement), property appraisals (if the County’s Community Development Manager, or his/her designee, determines that they are required), and other financial information as requested, and a Marketing Plan for fairly distributing the affordable units, and a Management Plan. The Marketing Plan shall contain the information included in form HUD-935.2. Applications which are incomplete at the time of intake will have ten (10) additional working days to provide the required materials from the time of notification. If these materials are not submitted within that time, the application will be rejected as nonresponsive, and will not be considered.

Review Responsibilities:
The County’s Community Development Manager Community Development Manager and/or his/her designee shall have primary responsibility for review and recommendation on HOME proposals. The Community Development Manager and/or his/her designee shall review all applications for conformance to basic affordability requirements, experience and capacity of the developer, cost, financial feasibility and County planning priorities. Recommendations for appropriation of HOME funds by the Community Development Manager and/or his/her designee shall be brought to the Block Grant Working Committee for review and recommendation. The Community Development Manager and/or his/her designee will then bring the recommendation of the Block Grant Working Committee to the County Council for its consideration.

Initial Application Review:
Initial application review is expected to be completed within 40 working days following the close of the application taking period, and will include the following steps:

The County’s Community Development Manager, or his/her designee, shall (1) determine which applications are complete. The Community Development Manager, or his/her designee, shall (2) establish a log of eligible and complete applications within 10 working days of receipt.

The Community Development Manager, or his/her designee, shall then (3) review and evaluate each complete application based on the selection criteria contained herein. The County’s Community Development Manager, or his/her designee, shall make a recommendation based on the evaluation of the applications within 30 working days following evaluation of application completeness and establishment of a project eligibility log (Steps 1 and 2 above). The County’s Community Development Manager, or his/her designee, shall then (4) prepare a brief report summarizing the number and value of loans applied for as compared with the amount of money in the HOME Fund’s account, the results of the evaluation of the applications, and the
recommendation. The Community Development Manager, or his/her designee, shall (5) meet with the Block Grant Working Committee at one of its regular meetings to review the applications, the evaluation process, and to consider the recommendation. The Block Grant Working Committee shall (6) confirm the Community Development Manager, or his/her designee’s, recommendation or prepare a recommendation of its own. The Community Development Manager, or his/her designee, shall submit the Block Grant Working Committee’s findings and recommendations to the County Council for action.

Funding Criteria:
In evaluating applications, the Community Development Manager, and/or his/her designee, the Block Grant Working Committee, and the County Council shall use the following criteria:

	Project targets very low-, low-, and moderate-income households

Conformance with adopted plans and policies, including conformance with:
	Madison County Consolidated Plan
	area plans (e.g. Specific Plans)
the Neighborhood Revitalization Strategy Area Implementation Plan
	Applicant Qualifications and Experience, including:
	developer experience
	experience and expertise of the project development team, including sufficient qualified staff to ensure the project activity gets under way promptly and is completed on time
	experience and expertise with public and private funding sources
	construction management track record
quality of financial and asset management
financial capacity to complete the project
	Cost Effectiveness and Feasibility, including:
	cost effectiveness of project
	cost per square foot
cost per affordable unit
reasonableness of developer profit
loan to value ratio
leveraging of other financing
near-term ability to develop the project
illustrates a clear concept of a specific proposed project activity
other financing commitments
availability and amount of unexpended funds
illustrates readiness to proceed
status of project activity permits
other projects in the development stages by the same organization
	Priority Community Objectives, including:
	provides neighborhood benefits
	develops or rehabilitates blighted property
	develops key revitalization site
	design and amenities enhance neighborhood
	exceeds minimum HOME affordability requirements
provides more very low- or low-income units
	provides housing linked with services for persons with special needs homeless people
disabled people the elderly
	provides housing for very low income and poor families, single heads-of- households, large families, and farmworkers
	provides housing with supportive services child care
	provides housing for first-time homebuyers
	promotes or maintains economic diversity

provides housing in higher income areas
provides mixed income housing in lower income areas
maximizes accessibility for persons with disabilities
provides integrated housing
	Give higher ratings to recipients that have been timely in the past and have relatively small unexpended balances from other funding sources.
	Give bonus points to proposals with matching funds already in place for the project. The availability of matching funds indicates the project is a priority for the recipient and likely to get started and completed on time.

The Community Development Manager and/or his/her designee and/or the Block Grant Working Committee/County Council may set specific priorities for particular funding cycles based on analysis of local affordable housing needs and policies specified by the County or State.

Applications can also used for all CHDO set-aside eligible development projects and pre- development loans. Only CHDOs may qualify for these loans. For any project to be considered for CHDO set-aside funding, whether the CHDO is the owner with one or more individuals, a corporation, a partnership or other legal entity, the CHDO MUST be the managing general partner with effective decision making control.

Post Award Requirements:
Projects and programs awarded funding must:
	Enter into a funding agreement within 4 months of award;

Begin to expend funds within 12 months of executing a funding agreement;
	Expend all funds within 48 months of funding agreement execution;
	Complete relocation surveys, if applicable, within 90 days of obtaining site control, if the previous owner denies access to complete this activity, then the surveys must be completed within 90 days of assuming management control; and
	Must not conduct any activity at the project site until the HUD required environmental review has been completed
Appendix A CHDO Capacity Guide

Staff Development Experience

Staff classification and documentation – To be counted as staff, the person must be employed by the CHDO, and documentation is needed.
	Full time or part time employment – This would be evidenced by a payroll report or a W- 4 or a W-2.
	Contracted staff – This would be evidenced by a “contract” for employment and a W-9 and 1099 (at the end of a year).

	Relevant development experience – Document the basis for answers to the applicable project type.
	Homeownership development – Has the staff person been involved in the acquisition, rehabilitation/construction and sale of homebuyer housing? Previous experience purely in counseling, marketing, or financing activities is not sufficient to be considered development experience.
	Rental development – Has the staff person been involved in the acquisition, rehabilitation/construction and/or ownership/operation of rental housing?


Developer Capacity & Fiscal Soundness

Past and current performance
	Has the CHDO performed adequately in the past in HOME, CHDO, and/or other real estate development activities?
	Is the CHDO currently in good standing on all its development and administrative activities? Does it show the capacity to take on this additional activity and continue to manage everything that it has ongoing?

	Capacity – CHDO Organization
	Organizational structure – Can the current corporation structure support housing development activities, or is there a need for a subsidiary or other organizational structure for future development? Are there operations or activities that need to be organizationally separate from housing development activities and portfolios?
	Management structure/practices – Does the current management have the ability to manage additional development activities? Are the corporate lines of authority for development activities clear? Are policies & procedures in place governing development activities?
	Pipeline/portfolio – What does the CHDO have as its current project pipeline and program responsibilities? Will it be able to handle the additional project proposed? If the organization pursues housing development, what other activities are likely to suffer or not be able to be pursued due to the effort required for development activities? Does its

portfolio of projects/properties evidence competent management and oversight? Do the properties appear to have adequate funding?
	Staff capacity – Do(es) the identified staff have the time to direct toward management of the proposed project? How strong is staff in the following areas: Legal/financial aspects of housing development? Management of real estate development? Oversight of design & construction management? Marketing & intake? Property management (if applicable)? Are staff encouraged to obtain training and develop new skills? What is their potential for learning skills that they currently do not have?
	Board expertise/skills – Do board members have professional skills directly relevant to housing development (e.g., real estate, legal, architecture, finance, management)? Has the board demonstrated the ability to make timely decisions? Is there a good relationship between board and staff? Does the board have a committee structure or other means of overseeing planning and development? Has there been stability/continuity of board members over the last several years?
	Project specific capacity for marketing & sale of homebuyer units or operation of rental units – If a homebuyer project, does the CHDO experience and capacity to market the units and counsel and qualify homebuyers? If a rental project, does the CHDO experience and capacity to oversee the marketing, management and ownership of the project?


	Development Team Capacity
	Development team roles – Are all of the key development team roles filled with qualified individuals or firms?
	Partner/consultant – Does the CHDO have a need for a partner or a consultant to supplement its skills and help it to ensure success, while still maintaining development control?
	Prior experience – Do team members have prior experience directly relevant to the proposed project?
	Experience working together – Have the team members worked together before or demonstrated the ability to work effectively as a team?


	Fiscal Soundness


	Financial management – Is there evidence that the CHDO meets the 84.21 standards? Does it do annual budgeting of its operations and all activities or programs? Does it track and report budget v. actual income and expenses? Does it have adequate internal controls to ensure separation of duties & safeguarding of corporate assets? Is there sufficient oversight of all financial activities? Is financial reporting regular, current, and sufficient for the board to forecast and monitor the financial status of the corporation?
	Financial stability – To what extent does the organization have a diversified and stable funding base for operations? How regularly does it experience cash flow problems?
	Liquidity – Does CHDO management know its current cash position and maintain controls over expenditures? Does the current balance sheet and budget indicate sufficient funds to supports essential operations? Does it have funds available for pre-development expenses capital advances required for development?
	Audit – Does the CHDO have an annual audit? Is the most recent audit current? Were there management or compliance findings in the last two years? Are finding resolved?
	Portfolio & corporate liabilities – If it has a portfolio of properties, are they are in stable physical and financial condition or are they a drain on corporate resources? Are there assets at risk of default? Does it collect adequate revenues and management fees from the properties? Does it maintain adequate insurance – liability, fidelity bond, workers comp, property hazard, & project?


	Other Factors
	Community relations – How strong are the current reputation of the corporation and the relationship with the community? To what extent does NIMBY opposition exist to low income housing in the service area? To what extent do channels exist for the CHDO to negotiate with the community and potential opponents?
	Local government relations – How strong is the CHDO’s relationship with the local

Government? How strongly does local government support its housing activities?
	Lender relations – Does the CHDO have good working relationships with lenders, especially those who might participate in the proposed project?

Appendix B MADISON COUNTY
AFFIRMATIVE FAIR HOUSING MARKETING PLAN

STATEMENT OF POLICY:

Madison County (“County”), in accordance with the regulations of the HOME Investment Partnership (HOME) Program (24 CFR 92.3510), has established this “Affirmative Fair Housing Marketing Plan” to ensure that the programs and projects with allocated HOME Funds employ a marketing plan that promotes fair housing and ensures outreach to all potentially eligible households, especially those least likely to apply for assistance.

The County’s policy is to provide information and attract eligible persons to available housing without regard to race, color, national origin, sex, religion, familial status (persons with children under 18 years of age, including pregnant women), sexual orientation, or disability. The procedures followed are intended to further the objectives of Title VIII of the Civil Rights Act of 1968 (Fair Housing Act), and Executive Order 11063, which prohibits discrimination in the sale, leasing, rent and other disposition of properties and facilities owned or operated by the federal government or provided with federal funds.

PROCEDURES:

The HOME Final Rule regarding affirmative marketing procedures and requirements apply to rental and homebuyer projects containing five or more HOME-assisted units. Procedures are not required for tenant-based rental assistance (TBRA) recipients.

The County is committed to the goals of affirmative marketing that will be implemented through the following procedures:

	Providing equal service without regard to race, color, religion, sex, handicap, familial status, or national origin of any client, customer, sexual orientation, or resident of any community;
	Keeping informed about fair housing laws and practices;
	Informing clients and customers about their rights and responsibilities under the fair housing laws by providing verbal and written information;
	Evaluating the effectiveness and compliance of all marketing as it relates to fair housing in conjunction with Madison County Human Relations Commission;

Including the Equal Opportunity logo or slogan, and where applicable the accessibility logotype, in all ads, brochures, and written communications to owners and potential tenants;
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	Displaying the HUD’s fair housing posters (at a minimum, English and Spanish versions) in rental offices or other appropriate locations;
	Soliciting applications for vacant units from persons in the housing market who are least likely to apply for assistance without the benefit of special out- reach efforts; working with the local public housing authority and other service and housing agencies to distribute information to a wide and diversified population;
	Maintaining documentation of all marketing efforts (such as copies of newspaper ads, memos of phone calls, copies of letters).
	Maintaining a record of applicants for vacant units with a general profile of the applicant, how the applicant learned of the vacancy, the outcome of the application, and if rejected, why; maintaining this record for two years or through one compliance audit, whichever is the shorter period of time.


ASSESSMENT:

In conjunction with the annual on-site compliance reviews, the County will:

	Review and evaluate records of affirmative marketing efforts (advertisements, flyers, and electronic media spots, etc.);
	Evaluate outcomes and effectiveness of marketing efforts and make changes when needed.
	Evaluate whether good faith efforts have attracted a diversified cross-section of the eligible population.


CORRECTIVE ACTIONS:

Failure to meet affirmative marketing requirements will result in the following corrective actions:

For failure to comply, the County will set a probationary period for compliance, not to exceed six months, during which time the County will provide more specific guidelines for compliance.

Further failure, to comply with the affirmative marketing requirements may result in the withdrawal of HOME support.

Further failure, to take appropriate actions to correct discrepancies in affirmative marketing programs may result in steps to recover all invested HOME funds.
Appendix C MONITORING PLAN

Objectives
The objective of Madison County’s HOME Monitoring Plan is to establish standards for evaluating and reporting a subrecipient’s compliance with program requirements. Upon completion of the project, the Project Manager will assure beneficiaries have been accurately entered into the HUD IDIS System. The Project Manager will use the IDIS Closeout worksheet to confirm the correct beneficiaries have been entered. The County will conduct on-site reviews to verify accuracy of records/documents, review program policies and procedures, conduct housing inspections, and evaluate overall administrative compliance to HOME Regulations.

Monitoring Format
A written Report will be prepared and provided to the subrecipient following the completion of each monitoring review. The report will include the following information:
	An explanation of the purpose and scope of the review;

A list of findings, comments, recommendations, and corrective actions to be taken;
A list of the client files reviewed;
	A list of the houses/units inspected;
A summary of project funds expended to date;
	An evaluation of project performance to date; and
	A time frame for taking corrective action.

Monitoring Compliance
HOME activities (TBRA, CHDO, and Homeowner Rehabilitation) will be evaluated on the basis of the following program areas:
	Adherence to HOME guidelines, procedures, and regulations;

Subrecipient’s administrative plan, Scope of Work, and program policies and procedures;
Overall administration and management;
	Fair Housing;
	Housing Quality Standard Inspections;
Davis-Bacon and Lead Based Paint, if applicable; and
	Environmental Review.

Pre-Monitoring Preparation
Prior to an on-site monitoring visit, the County will provide written notification of the visit to the subrecipient. The notice will provide the following information:
	The date(s) and time of the visit;

A copy of the monitoring checklist;
A list of the properties to be inspected and client files to be reviewed;
	The subrecipient will be asked to provide the County with the following:
	Disbursement and expenditure reports;
	Agreements/contracts;
	Policy guidelines and procedures, administrative plans, and operation manuals;
Beneficiary and HMIS data.

Monitoring and Inspection Schedule
County staff will provide program monitoring over three phases:
	Contract Development Phase
	Ensuring that projects are consistent with the Consolidated Plan;
	Ensuring that all Environmental Review requirements have been met;

Ensuring clients are income-eligible.
	Development Phase
	Ensuring that project costs, budgets, and timelines are adhered to;
	Ensuring conformance to HOME standards through periodic property inspections.
	Post-Development Phase (Long-Term)
	The duration and frequency of on-sight subrecipient monitoring and inspections shall be determined as risk based when factoring in the length of the affordability period and the total number of project units.
All projects and programs are monitored annually and include a review of management processes, a file review, and a physical inspection of the property and assisted units. The initial monitoring, completed upon lease-up, includes reviewing 100 percent of the HOME client files and inspecting 15 to 20 percent of the assisted units. Annually thereafter staff will review 20 percent of client files as part of a desk monitoring and inspect the associated units (and files during a site visit) unless staff identifies issues that warrant further review or inspection of additional files and/or units.

The development process will also be monitored by County staff through the draw process, including reviewing draw or reimbursement requests.

Madison County shall assess risk by using the total number of units in a property. The County may inspect properties and specific units more frequently should inspections receive a failing notice or staff determines additional oversight is required based on findings from the monitoring. :

Number of Units
Inspection Required
1 to 4
Every 3 years
5 to 25
Every 2 years
26 or more
annually

For a large project, inspect 15 to 20 percent of the HOME-assisted units in a project, and a minimum of one unit in every building.

A sample of template documents for long term monitoring has been attached as part of Appendix
	– Long Term Monitoring Plan and is subject to change based on the type of project, number of HOME units, and length of affordability. The sample includes initial contact templates for desk and site review as well as monitoring results template. A full sample of monitoring documents can be found at P:\Comm_Service\DNR\HOME\Home Monitoring Review Docs located in the P Drive of the DNR folder. This location includes the master monitoring spreadsheet that includes a list of all HOME projects, details regarding affordability and HOME units, as well as a schedule of past and future monitorings.

Appendix C-1
MONITORING PLAN TEMPLATE DOCUMENTS

INITIAL MONITORING CONTACT LANGUAGE FOR DESK REVIEW

Use the below language in e-mail or letter format to begin the monitoring process:

Please acknowledge your receipt of this e-mail.

In accordance with the requirements of the HOME regulations, I am providing the following information and requesting the following documents:

Information:

 		(name of project) contains	one-bedroom units and	two bedroom units.	units are HOME units. According to the terms of the Agreement with Madison County,
 	units are High HOME units (which must be rented to households below 60% MFI) and   	 units must be Low HOME units (which must be rented to households below 50% MFI).

Also attached are the current HOME rent and income limits.

Please also note that each tenant must be income certified with source documentation at initial occupancy and annually thereafter. Every 6th year of the project, each tenant must be fully recertified with source documentation.  That would have been in	and again in	.

Documentation we are required to obtain from you:

We must obtain an Annual Owner Certification of rents and incomes. A spreadsheet for this purpose is attached. The columns you should complete are highlighted in yellow. If you have already prepared a document for another funding source that contains the same information and you are able to certify this document to Madison County, you may submit that document with the certifications that appear at the bottom of the attached spreadsheet. YOU MUST MAIL IN THIS DOCUMENT WITH AN ORIGINAL SIGNATURE.

We must obtain an Annual Certification of Physical Condition of the Property. That document is also attached. YOU MUST MAIL IN THIS DOCUMENT WITH AN ORIGINAL SIGNATURE.

Please provide your current rent schedules and utility allowance schedules.

Please provide a current organization and ownership chart

Please provide your most recent audited financial statements.

Please provide a current operating budget
Please provide a current lease form and include income certification forms if used, (e.g. HUD 50058 or 52530c)

Please provide your current tenant selection plan

Please provide your current affirmative marketing plan and affirmative marketing efforts taken in the last year (advertisements, flyers, and electronic media spots, etc.);

Please confirm you are meeting the minimum requirements in Madison County Property Standards Policy)

Upon our receipt and review of the foregoing, we will review your rent structure and provide you with an approval or denial of the current rents. We would appreciate receiving the foregoing items by
 	.

Please contact me with any questions you may have in the meantime. Thank you for your assistance.
INITIAL MONITORING SET UP ONSITE

Use the below language in e-mail or letter format to begin the monitoring process:
Please acknowledge receipt of this e-mail.

An on-site monitoring visit to	has been scheduled for	at 	 a.m./p.m.  This visit will take approximately		.

At that visit, the following will occur:
		Discussion of any questions or issues regarding paperwork that has been submitted and/or items still outstanding.


	Review of tenant files for the following units:


 	,	,	,  	
The purpose of the file review is to confirm that files contain documentation of tenant income, that the income is being correctly calculated, and that the files contain signed leases.

		Inspection of the exterior of the building, common areas of the building, and	units. Please choose	units from the list of units in #2 above and	additional units of your choice.


	Discussion of affirmative marketing and waiting list.


Thank you for your assistance.  I look forward to seeing you on	.
MONITORING RESULTS TEMPLATE
Please acknowledge receipt of this e-mail. Items requiring response or action are shown in red below. An on-site monitoring visit was conducted at	on	.
	Property manager and owner had previously provided requested items, with the exception of

 	.  Our discussion at the on-site visit indicated that this item was  	
 	. Please submit at your earliest convenience.

One of the items submitted was the lease template. A review of this template indicates the following provisions that may be a violation of the HOME regulations:

	 	
	 	
	 	


	Tenant files were reviewed for the following units:

 	,	,	,  	

Describe whether files were well organized and had clear documentation of tenant income. Describe any issues that need resolution in tenant files.


Was the project overall in compliance? (Correct number of HOME units, High & Low) Describe any issues that need resolution for overall compliance.


We approve the rents listed on the rent schedule. Please be advised that any changes in rents must only occur at lease renewal and Madison County must approve any change in rent schedule.
(OR, if there is some reason we do not approve rent schedule – please state.)

Physical inspections were completed as follows: Site – describe any issues.
Building Exterior - describe any issues. Building Systems – describe any issues. Common Areas – describe any issues.
Units Inspected:	,	,	, 	 Unit deficiencies noted:

In accordance with our current Property Standards Policy, please let me know within 14 days of your receipt of this e-mail what the plan is to fix these items. They must then be fixed within 60 days, with the exception of	(which should be fixed immediately).
		Describe what was discussed regarding Affirmative Marketing and Waiting List; vacancies; tenant delinquencies.



Thank you for your assistance.
Appendix D
Madison County Community Development Property Standards Policy

PROPERTY STANDARDS POLICY Drafted 10/18/2018
	Applicability. These standards shall apply to all housing that is acquired, constructed, or rehabilitated by the Neighborhood Redevelopment Department (NRD) or subrecipients or developers participating in NRD programs and funding. Sources of funding may include, but not be limited to, Community Development Block Grant (CDBG), HOME Investment Partnerships Program (HOME), and Neighborhood Stabilization Program (NSP). These funds come through the U.S. Department of Housing and Urban Development (HUD). Sections specific to a source of funding are so noted.
	History. The HOME Regulations give guidelines for property standards at 24 CFR 92.251. Properties are required, at a minimum, to meet “local code.” For purposes of this document, local code shall mean the International Property Maintenance Code / 2015 Edition and it’s Appendix A as published by the International Code Council, Inc., is adopted as the property maintenance code of the County for the control of the buildings, structures and improved or unimproved parcels herein provided: and made a part hereof as if fully set forth in this article, together with the additions, insertions, deletions and changes as prescribed in this article. (Code 1969, § 23-31; Ord. No. O95-05, § 1, 2-7-95: Ord No. O00-190, §§ 1,2,12-26-00) . Applicability to various project types follows.
	New Construction Projects. Housing that is newly constructed with HOME or NSP funds must meet all applicable State and local codes, ordinances, and zoning requirements. Issuance of construction permits will be sufficient evidence that the project has satisfied local ordinances and zoning requirements. Issuance of a certificate of occupancy will be sufficient evidence that the project has met local building codes. Madison County Property Standards Division shall inspect the units to document that the new housing is decent, safe, and sanitary. Additionally, all new construction projects must also:
	If project funds are awarded, the developer and its architect will be required to certify that the project will comply with the Fair Housing Act’s design and construction requirements for multi-family housing.  The developer and architect will be required to identify the safe harbor relied upon to assure compliance. More information about these safe harbors can be obtained at www.fairhousingfirst.org/faq/safeharbors.html. In addition, the developer and its architect must certify that the project will meet accessibility requirements of Section 504 of the Rehabilitation Act of 1973 and Titles II and III of the American with Disabilities Act, if applicable.
	Be constructed to mitigate the impact of potential disasters. The most common natural disaster in Madison County is flooding; therefore, new construction of housing will not be permitted in any FEMA identified flood plain.
	Be designed so that the construction plans, specifications, and work write-ups are in detail sufficient to allow the NRD Department, or its architectural/engineering reviewer, to determine that costs of the project are reasonable and that an inspector can easily determine that correct materials have been installed and the % of completion at any point in time. Madison County, or its designee, will make periodic and final inspections of the construction. Such Madison County inspections are in addition to, and not a substitute for, any building department inspections required by Madison County.


	For new construction of a building containing more than four rental units, the construction must include installation of broadband infrastructure, except where Madison County determines and, in accordance with 24 CFR 92.508(a)(3)(iv), documents the determination that (a) the location of the new construction makes installation of broadband infrastructure infeasible, or (b) the cost of installing broadband infrastructure would result in a fundamental alteration in the nature of its program or activity or in an undue financial burden.


	Rehabilitation Projects. All rehabilitation that is performed must meet the following requirements:


	The Rehabilitation Standards of Madison County. These standards are set forth in Exhibit A to this policy. Technical standards for useful life, building materials and finishes are contained in Exhibit B to this policy. If Madison County requires a building permit for any part of the rehabilitation, issuance of that permit and passing final inspection will demonstrate compliance with that portion of the code requirements.


	Be designed so that the rehabilitation plans, specifications, and work write-ups are in detail sufficient to allow Madison County, or its architectural/engineering reviewer, to determine that costs of the project are reasonable and that an inspector can easily determine that correct materials have been installed, the % of completion at any point in time, and that these rehabilitation standards are being met. If HOME funds are being used for the rehabilitation, all code deficiencies must be addressed. CDBG funding

allows “spot rehab” if deemed appropriate; that is, specific building components may be replaced, but not all code violations need to be corrected.

	Madison County, or its designee, will make initial, periodic and final inspections of the rehabilitation work. The purpose of the initial inspection is to determine a) that the rehab requested is necessary and b) that any and all health and safety and major system deficiencies are being addressed by the rehabilitation.


	Buildings which are purchased for the purpose of rehabilitation may have code violations at the time of purchase. All contracts with contractors and subcontractors performing rehabilitation work must state that work is to be performed to the standards of this policy. All required building permits must be obtained and appropriate local building inspections performed. If rehabilitation work does not require a permit and the rehabilitation work is to be performed by staff of the entity purchasing the building, the agency must either (a) have personnel on staff qualified to certify to the NRD that the building has been brought up to local code, and so certify, or (b) request a local code inspection of the building.


	Programs which rehabilitate owner occupied properties must address obvious code violations before any other work is undertaken on the property. A rehabilitation specialist shall perform an evaluation of the property’s condition and work to be done. If there appear to be potential code violations which the homeowner does not desire to include in the scope of work, the rehabilitation specialist shall request a local building code inspection during the evaluation process to determine actual code violations. If homeowner will not consent to such inspection, the house will not be accepted into the program. All contracts with contractors and subcontractors performing rehabilitation work must state that work is to be performed to applicable building codes. All required building permits must be obtained and appropriate inspections performed. Additionally,

a homeowner must evidence his or her acceptance of the work performed in writing unless there is a documented reason why he/she cannot or will not do so. Houses which cannot be rehabilitated in accordance with these standards without exceeding the per unit financial limits of any rehab program funded through the NRD will not be accepted into
the program. Notwithstanding the foregoing, “spot” rehabilitation may be permitted with CDBG funds for addressing health, safety, building integrity, and accessibility issues.
HOME and NSP funds only permit rehabilitation if the entire property is brought up to code.

	For substantial rehabilitation of a building containing more than four rental units, the construction must include installation of broadband infrastructure, except where Madison County determines and, in accordance with 24 CFR 92.508(a)(3)(iv), documents the determination that (a) the location of the new construction makes installation of broadband infrastructure infeasible, (b) the cost of installing broadband infrastructure would result in a fundamental alteration in the nature of its program or activity or in an undue financial burden, or (c) the structure of the housing to be substantially rehabilitated makes installation of broadband infrastructure infeasible. Substantial rehabilitation is defined as work on the electrical system with estimated costs equal to or greater than 75 percent of the cost of replacing the entire electrical system, or when the estimated cost of the rehabilitation is equal to or greater than 75 percent of the total estimated cost of replacing the multifamily rental housing after rehabilitation is complete.


	Acquisition of Standard Housing.

Existing housing that is acquired with HOME assistance for rental housing, and that was newly constructed or rehabilitated less than 12 months before the date of commitment of HOME funds, must meet the property standards of paragraph 3 or 4 of this policy, as applicable. Compliance must be documented based upon a review of approved building plans and Certificates of Occupancy, and inspection that is conducted no earlier than 90 days before the commitment of HOME assistance using assistance in the inspections from Madison County Division of Property Standards. Issuance of a certificate of occupancy and/or passing local code inspection will be sufficient evidence that the project has met local building codes of the municipality where constructed.

	All other existing housing that is acquired for rental property (regardless of funding source), must meet the standards set forth in Paragraph 4 of this policy or the required rehabilitation must be included in the overall project and scope of work. Compliance must be documented based upon inspection.
	Existing housing that is acquired for homeownership (e.g., downpayment assistance) must be decent, safe, sanitary, and in good repair. The condition of the house must be free from life threatening conditions but may contain minor code violations as determined by Madison County Building Code. Madison County staff will collect a copy of the inspection report (if available) to determine if any life threatening conditions are present. If a copy of the inspection report is not available, or has not been completed, Madison County staff will make a determination to allow a qualified Madison County official to complete an inspection or request the homebuyer complete a property inspection from a qualified individual. Madison County will also confirm a visual assessment for lead paint was completed by a qualified individual and paint was stabilized if needed.
	Occupied Housing by Tenants Receiving HOME Tenant-Based Rental Assistance (TBRA). All housing occupied by tenants receiving HOME TBRA must meet the Housing Quality Standards set forth in 24 CFR 982.401, or such other standard or requirement as established by HUD from time to time.

	Manufactured Housing. There is little manufactured housing in Madison County. Should the construction or installation of new manufactured housing be anticipated under a HOME project, this policy will be updated to the current HUD requirements for such housing. Rehabilitation of existing manufactured housing shall meet the requirements of paragraph 4 of this policy.


	Ongoing Property Condition Standards for Rental Housing.

All HOME assisted rental housing (including mobile homes, if applicable), must be kept in decent, safe, and sanitary condition and in good repair throughout the affordability period specified in the HOME Agreement for that project. Owners must maintain properties in compliance with State and local codes, ordinances, and HUD requirements. Further, housing must be free of health and safety defects. Madison County shall uniformly ensure this condition by verifying that the housing meets all applicable State and local housing quality standards and code requirements through inspection by Madison County Division of Property Standards to document compliance. Items that are considered life threatening and require immediate attention include:

	Detected gas leaks shall be called into Nicor immediately.
	Inoperable smoke and/or carbon monoxide detectors, items that prevent proper building egress, and electrical hazards near water shall be corrected within 24 hours.
	For other LT hazards, Owner shall, within 48 hours, either correct the hazard or present a plan as to how the hazard will be corrected, by whom, and when. Should the Owner not correct LT items as required, staff shall report the violation to Madison County for a legal resolution.
For minor violations, the owner shall be given a report of deficiencies and corrective actions and be asked to respond with a plan for correction within two weeks, with all corrective action to be completed within 60 days of submittal of the plan. Should the Owner not correct the deficiencies within the allotted time period, the file shall be turned over to Madison County legal department for a resolution.

	All units constructed prior to 1978 shall have a lead assessment performed as part of the underwriting process (unless exempted under 24 CFR part 35) prior to commitment of HOME funds. If lead is not completely abated by the HOME assistance and interim controls are the appropriate measure, file documentation shall be maintained so that the condition of any surfaces known to contain lead based paint can be monitored for deterioration during the affordability period.


	Inspections and inspections procedures shall be in accordance with the HOME Inspection and Monitoring Procedures.

EXHIBIT A REHABILITATION STANDARDS - GENERAL
Health and safety. Madison County, or its designee, will inspect occupied housing to be rehabilitated. Items that are considered life threatening and require immediate attention include:
	Detected gas leaks shall be called into Nicor immediately.
	Inoperable smoke and/or carbon monoxide detectors, items that prevent proper building egress, and electrical hazards near water shall be corrected within 24 hours.
	For other LT hazards, Owner shall, within 48 hours, either correct the hazard or present a plan as to how the hazard will be corrected, by whom, and when. Should the Owner not correct LT items as required, staff shall report the violation to Madison County for a legal resolution.


	Major systems. Madison County’s underwriting policies for HOME funded rental projects requires the submission of a property needs assessment of the proposed project so that adequate replacement reserves can be established to repair or replace major systems, as needed. Homeownership projects involving rehabilitation must ensure that each major system have a useful remaining life of at least five (5) years. For purposes of this policy, major systems shall include: structural support; roofing; cladding and weatherproofing (e.g. windows, doors, siding, gutters); plumbing; electrical; heating, ventilation, and air conditioning. For purposes of project underwriting, multi-family rental projects shall also include parking lots and concrete walkways as a major system, as well as replacement costs of appliances, flooring, and bathroom fixtures. Estimation of useful life will be based on the Estimated Useful Life Tables in the FannieMae Instructions for Performing a Multifamily Property Condition Assessment (Version 2.0, dated October, 2014, attached hereto in Exhibit

B. Single family properties shall use the “Senior” column in the tables.

	Lead-based paint. All housing constructed prior to 1978 must have a lead-based paint inspection and assessment performed by a licensed assessor for rehabilitation projects totaling over $5,000. For projects that have a rehabilitation funding amount of under $5,000, each project will assume lead paint is present and use safe work practices on all surfaces. The

assessor’s report will be required to contain “scope of work” for both interim measures and full abatement. Based on the funds invested in the property and the future health and safety of the occupants of the housing, the appropriate lead paint measures will be included as part of the rehabilitation of the property.

	Noise Attenuation. Madison County strongly encourages the incorporation of sound insulating techniques and materials when renovating residential structures. The most important and economical step in mitigating indoor noise is to seal any non-essential openings in the building envelope such as air gaps around windows and doors, mail slots and any unnecessary vents. The use of weather-stripping, insulation, and caulk to seal air gaps will not only block direct access of exterior noise, but will also increase the building’s energy efficiency. Madison County also recommends the use of replacement windows and exterior doors with a high Sound Transmission Class (STC) rating, the addition of storm doors and windows, installation of chimney-cap dampers, and a minimum of R38 attic insulation.
	Accessibility. Meet accessibility requirements of Section 504 of the rehabilitation Act of 1973 and Titles II and III of the American with Disabilities Act if a “covered” multifamily dwelling constructed for first occupancy after March 13, 1991. This means that “in buildings with four or more dwelling units and at least one elevator, all dwelling units and all public and common use areas are subject to the Act’s [ referring to the Fair Housing Act] design and construction requirements. In buildings with four or more dwelling units and no elevator, all ground floor units and public and common use areas are subject to the Act’s design and construction requirements.” [Joint Statement of The Department of Housing and Urban Development and The Department of Justice titled Accessibility (Design and Construction) Requirements for Covered Multifamily Dwellings Under the Fair Housing Act, issued April 30, 2013].
	Disaster mitigation. Be rehabilitated to mitigate the impact of potential disasters. The most common natural disaster in Madison County is flooding. Rehabilitation will not be performed on housing located in a floodplain, with the exception of owner occupied rehabilitation that meets flood insurance requirements and HUD environmental requirements.


	Local code. Housing that is rehabilitated with HOME funds must meet all applicable State and local codes, ordinances, and requirements. If Madison County requires a building permit for any part of the rehabilitation, issuance of that permit and passing municipal final inspection will demonstrate compliance with that portion of the municipal code requirements.


	Upon completion of rehabilitation, the units will be decent, safe, sanitary and in good repair. Madison County shall ensure this condition by verifying that the housing meets all applicable State and local housing quality standards and code requirements through inspection by an inspector from Madison County Division of Property Standards. In the special case of housing for persons with disabilities such as the Association for Individuals with Disabilities (AID), NRD will utilize inspections completed on behalf of the State of Illinois. If CDBG funds are used, spot rehabilitation can be demonstrated and the project may be considered complete if non-life threatening issues are still present.


	For multi-family rental housing projects of 26 or more total units in the project (not assisted units), a capital needs assessment must be performed to determine the scope of work and the long term physical needs of the project.


	No components will be replaced strictly for cosmetic purposes. If mold remediation is performed in a basement and/or attached garage, other rehabilitation work will be performed on a “do no harm” basis. This means that damage to the basement or garage caused by performing eligible work may be repaired only. For example, if all the drywall in a basement or garage must be removed because of mold, drywall will not be replaced, unless a code standard requires drywall in a basement or garage. However, if a portion of drywall must be removed, or if a fixture in a basement or garage must be removed due to mold, and such removal leaves a wall partially damaged or a gap in a wall, floor, or ceiling due to fixture removal, the drywall or gap may be repaired (without replacement of the fixture). The “lower level” of a house that is a split level, tri-level, or raised ranch and is considered living area under property assessment standards is not considered to be a basement under this policy.


	Air conditioning and dishwashers are considered standard improvements in Madison County.



REHABILITATION STANDARDS – SPECIFIC TO OWNER OCCUPIED
REHABILITATION (This section covers all possible rehabilitation activities, but in each specific program, the scope of work may be limited to specific activities and dollar amounts)

Eligible Activities

	Correction of code violations cited by Madison County code inspection. Please note that if the rehabilitation is funded with HOME Investment Partnership program funds, all code violations must be able to be corrected within the maximum loan amount or the rehabilitation will not be undertaken.


	Repair or replacement of the following components or systems because of system failure or code violation, not for cosmetic purposes. Quality of materials shall be those that can be obtained at mid-level pricing.
	Foundations, basements, and/or crawl spaces, (only for purposes of water sealing or moisture removal). This program is not able to deal with major foundation issues.Accessibility Improvements - Work to be performed must be eligible under applicable Federal regulations and shall be for the purpose of providing greater accessibility or diminishment of impairment for the severely disabled household member. It could include such items as, but not be limited to, installation of wheelchair ramps, railings, bathroom grab bars, accessible doorknobs, or a warning system for the hearing

impaired. All work performed must fix a condition or install a “fixture.”

	Exterior walls and siding

Roof and roof systems
Doors, windows and window frame
Porches, stairs and railings
	Interior walls, and ceilings (only if condition poses actual health & safety threat: e.g. ceiling is coming down)
	Well and septic systems
Water and sewer connections, if such service is available
Electrical systems and fixtures
Plumbing systems and fixtures
Heating and cooling systems
Hot water heaters
Insulation
Air sealing
Chimney repair/tuckpointing
	Flooring (only if a medical or accessibility issue; e.g. allergies necessitate removal of carpet or current flooring poses a mobility issue for person with disabilities)
	Painting, only if condition of exterior paint is a code violation
	Demolition of substandard buildings on the property if their condition constitutes a code violation or danger
	Landscaping, sidewalks, garages, decks, and driveways – only if health & safety issue or code violation and the cost of such is incidental to other rehabilitation of the property.
	Work in basements: If a basement is not taxable square footage, only code violations and health and safety issues may be corrected. For example, mold remediation may be
performed in a basement. Other restoration work will be performed on a “do no harm” basis, which means that damage to the basement or garage caused by performing eligible work may be repaired. For example, if all the drywall in a basement must be removed because of mold, drywall will not be replaced, because no code standard requires drywall in a basement. However, if  a portion of drywall must be removed, or if a fixture in a basement must be removed due to mold, and such removal leaves a wall partially damaged or a gap in a wall, floor, or ceiling due to fixture removal, the drywall or gap may be repaired (without replacement of the fixture).

Work to be performed must be eligible under applicable Federal regulations and shall be for the purpose of providing greater accessibility or diminishment of impairment for the severely disabled household member. It could include such items as, but not be limited to, installation of wheelchair ramps, railings, bathroom grab bars, accessible doorknobs, or a warning system for the hearing impaired. All work performed must fix a condition or install a “fixture.”

Ineligible Activities

	New construction of room additions, fireplaces, sheds, or garages

Foundation work beyond water sealing
Painting and staining (unless condition of exterior paint is a code violation)
Flooring (unless medical or accessibility issue)
Repair of swimming pools and/or pool liners
Repair of damage covered by a homeowner’s insurance policy
Purchase or repair of appliances
Window treatments
Purely cosmetic or convenience improvements
Reimbursement of previously done work
	Landscaping, sidewalks, garages, decks, and driveways – if the combined total rehabilitation cost of these items is greater than 25% of the total rehabilitation costs.


EXHIBIT B

Useful Life and Materials Standards

	Useful Life. Estimation of useful life will be based on the Estimated Useful Life Tables in the FannieMae Instructions for Performing a Multifamily Property Condition Assessment (Version 2.0, dated October, 2014 beginning on the next page. Single family properties shall use the “Senior” column in the tables.


	Materials and Finishes. Materials and finishes should be appropriate for the room and function. For example, non-porous surfaces should be used for countertops and flooring in kitchens, baths, and laundry areas.


When replacing components during rehabilitation, components should be replaced with like components, unless building codes, energy standards, and/or the needs of the occupants require different materials. For example, an “occupant need” may mean that allergies or disabilities dictate a solid surface flooring such as tile or laminate be installed in lieu of carpeting.

In owner occupied rehabilitation and homeowner projects (not including down payment assistance only projects), materials and finishes must be durable, but not exceed a mid-range grade of quality, and may not be “luxury improvements.” Madison County will not permit an owner occupant to pay the difference to upgrade beyond the materials and finishes allowed under this policy or use an “allowance” system for components or fixtures. Madison County specifically considers “luxury improvements” to include:
	granite countertops
	bamboo, hardwood and hardwood engineered flooring (or similar materials)

cabinetry beyond builders grade cabinets
tile, laminate flooring or carpet beyond a mid-range grade
In new construction and rehabilitation of rental properties, durability of materials should be considered so that the long term financial viability of the project is not undermined by constant replacement of components due to wear and tear.

Appendix E CONFLICT OF INTEREST


Conflict of Interest
The applicant organization/entity agrees to abide by the provisions of 24 CFR part 92.356 and any referenced CFR provisions, or that of State and Local provisions with respect to conflicts of interest, and covenants that it currently has no existing conflicts that warrant remedy under said regulations. Specifically, under the development, ownership, sponsorship, and execution of projects or programs, no organization or its officers, employees, agents, elected or appointed officials, or consultants may occupy a HOME-assisted affordable housing unit. Additionally, the applicant organization/entity and its officers, employees, agents, elected or appointed officials, or consultants has no financial interest and shall not acquire financial interest or such benefit that would conflict in any manner or degree with the performances of services required per this application or receipt of HOME-financed agreements. Further, said persons shall not have an interest in any contracts, subcontractors, or agreements as a result of this application for themselves or those with whom they have family or business ties. Finally, no person outlined herein may acquire a financial interest or any such benefit due to family or business ties to a known member, employee, agent, consultant, officer, or elected or appointed official of the participating jurisdiction, Madison County, and all of the state of Illinois.

Certification of Conflict of Interest:

This certification applies to the applicant organization/entity, and all its employees and members of the Board of Directors, and any and all persons subscribed as having an interest in the organization/entity.
The undersigned of	(name of organization/entity) certifies to the best of real knowledge that all employees and members of the governing Board of Directors is in compliance with Conflict of Interest regulations as per 24 CFR Part 92.356, and as specifically described herein.


Legal Name of Applicant:
Signature:
Name: (please type)
Title:
Date:
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In the event the applicant organization/entity cannot certify compliance with 24 CFR part 92.356 as per above, proceed to the following certification page.
Conflict of Interest-Potential Conflict
The applicant organization/entity has determined it cannot certify compliance with 24 CFR Part 92.356 and as outlined herein the application requirements. This does not preclude the applicant from submitting an application; however a formal conflict of interest consultation process is required. Please complete the information below, and submit this page and a request to begin consultation to the Community Development Division via e-mail at wdwilliams@co.madison.il.us (prior to submission of an application). A Division staff member will contact you at the information provided below to outline the process and required action.

The undersigned of	(name of organization/entity) cannot certify compliance with Conflict of Interest regulations as per 24 CFR Part 92.356, and has identified the following potential conflicts (describe conflicts in narrative form below):


In submitting this form, the applicant will seek assistance in completing a required Conflict of Interest consultation, and agrees that in submitting an application, the organization/entity will comply with all requirements and requests for information as part of the consultation process. In the event that the County will be required to complete a conflict of interest waiver per the requirements of 24 CFR Part 92.356, the applicant agrees to disclose any related and required information as relevant to making a final determination regarding the conflict. Should the applicant not be willing to meet the requirements of the Conflict of Interest consultation and subsequent processes, the County will not accept an application for funds.


Legal Name of Applicant:
Signature:
Name: (please type)
Title:
Date:
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Contact information for consultation:

Name:
Phone:
E-mail:
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