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INTRODUCTION
HOME is authorized under Title II of the Cranston-Gonzalez National Affordable Housing Act, as amended. Program regulations can be found at 24 CFR Part 92.  HOME provides formula grants to States and localities, like DeKalb County, that communities use—often in partnership with local nonprofit groups—to fund a wide range of activities that build, buy, and/or rehabilitate affordable housing for rent or homeownership or provide direct rental assistance to low-income people. 

HOME is the largest federal block grant to state and local governments that is designed exclusively to create affordable housing for low-income households. Each year, HUD allocates approximately $2 billion to States and hundreds of localities nationwide. The entire HOME allocation (100% of all HOME funds) must assist households with incomes less than 80% of average median income.

The primary goal for the use of HOME funds in DeKalb County is to preserve existing housing and promote the development of new affordable housing.  The County has adopted a holistic approach to housing and related resident services that encourage the development of innovative approaches to the design and implementation of affordable housing projects and linkages between service providers and households, in order to enhance quality of life, promote upward mobility, and foster economic self-sufficiency among families who reside in HOME-assisted properties.

The DeKalb County Consolidated Plan identifies low-income households, overcrowded households, residents of substandard housing, low-income senior citizens, and families paying a disproportionate percentage of their income towards rent and utilities as the County’s populations most in need of housing assistance.  The DeKalb Consolidated Plan identifies the HOME Program as a primary source of funding to be used to the greatest extent possible when its use is consistent with the County’s Criteria for Affordable Housing as outlined in the Consolidated Plan.  In accord with this plan, the County has obligated HOME funds to programs that provide down payment assistance for homebuyers, tenant based rental assistance, single-family owner-occupied housing rehabilitation, and multi-family project construction and rehabilitation. 

This application is designed to assist the County in committing its HOME funds to developers and Community Housing Development Organizations (CHDOs) who request gap financing for compliant, sustainable, cost-effective, multi-family projects that are consistent with the County’s Consolidated Plan.  Thorough application completion enables the County to determine that the project is compliant with HUD’s requirements, fulfills the County’s underwriting requirements, and is consistent with the Consolidated Plan.  By thoroughly completing the application, the applicant can reduce the evaluation period and increase the probability of project funding

Additional information regarding HOME and the DeKalb County Consolidated Plan can be found at the websites listed below.
HOME – www.hud.gov
DeKalb Consolidated Plan - www.co.dekalb.ga.us/commdev/consolidatedPlans.html

DEKALB COUNTY PROGRAM DESCRIPTION

The DeKalb County Home Investment Partnerships Program (HOME), in compliance with HOME Investment Partnership Act regulations at 24 CFR 92 (see attached Appendix F), is directed toward expanding the availability of affordable rental stock to low and very low-income persons, as defined by the U.S. Department of Housing and Urban Development. HOME funds are provided to fill a gap in development funds for marginal risk projects. HOME funds are generally offered by DeKalb County as conditional loans to property owners for the rehabilitation of substandard rental properties to provide housing that will be affordable to low and moderate-income households of DeKalb County.  Funds may also be made available under limited circumstances for new construction or acquisition with special assurances to protect the County’s interest. Implementation of the HOME Program is a cooperative effort of the Human and Community Development Department (henceforth to be referred to as HCD), other DeKalb County departments, the Housing Authority of the County of DeKalb (henceforth to be referred to as HADC), affordable housing lenders and public and private/nonprofit owners, developers, sponsors, and managers of rental housing in DeKalb County.


HOME Loan Conditions

HOME funds are available for conditional loans with interest rates and terms to be determined based on the overall financing of the projects and the fulfillment of the County’s underwriting criteria (Policies P-17 and F-15), including the provision of firm financial commitments by all other funding sources in the projects.  DeKalb County HOME loans are self-amortizing loans.  Balloon loans and loans where repayment is made from residual cash flow are not considered, except when the loan is required to fill a small financing gap in a project that serves one of the County’s priority needs.   The terms of all loans shall be for a period based upon the HOME mandated minimum affordability period (5-20 years; Policy R-5) or the term of the HOME loan, whichever is longer.  All loans will be evidenced by a Promissory Note and secured by a Deed to Secure Debt and other instruments as needed (Policy P-13-A).

HOME funds provide gap financing.  Funding for approved projects is limited to the amount required to fill the gap between development costs and financing from conventional, developer and other non-HOME sources.  Thus, HOME funds applicants (except applicants submitting LIHTC applications for the same project) must provide proof of firm financial commitments from all non-HOME sources. All HOME approved projects proposed by nonprofit or public applicants are limited to receiving HOME funds in an amount not to exceed 50% of the total eligible acquisition and rehabilitation construction cost of the project.  In most instances, for-profit developers will be limited to 15% of the total project cost (Policy P-18).







APPLICATION PROCESSING AND PROJECT IMPLEMENTATION PROCEDURES AND REQUIREMENTS

All applications must be received on or before the published submission date (Policy P-5).   Each applicant for HOME assistance must submit a non-refundable application fee of $200 to help defray the review and underwriting analysis cost.  Application review and analysis is a three-step process as shown below.  Funding denial may occur at any point in the process.  


Step 1: Initial Application Review

HCD staff will conduct an initial application review to determine if the application warrants further consideration.  Applications that are late, incomplete, or fail to meet minimum threshold requirements (see Procedural Requirements and Policies in Attachment A) will be rejected and returned to the applicant for completion and possible re-submission.  Applicants will be notified within 30 days of submission if their application is to be given further consideration or rejected.  Applications may be given provisional status pending submission of additional information or clarification identified in the notification, at the discretion of the HCD Director.

HCD will accept and process only those applications that are complete and contain the following Initial Application Review Supporting Documentation (as applicable).  Four copies of these documents should be submitted in a loose-leaf notebook with tabs numbered to correspond with the document as indicated.  A brief description of these documents can be found in Attachment B.

Required Documents

	
Document and Policy Number

	Form No.
	Tab No.

	Application
	Form 100
	1

	Resumes of all development team principals (O/D-1)
	
	2

	Experience Summaries for Owner & Developer (O/D-1)
	Form 105
	3

	Ownership Entity Organizational Documents (O/D-1)
	
	5

	Financial Statements and Tax Returns (O/D-1)
	
	6

	Annual Operating Expense Budget (P-19)
	Form 125
	7

	Sources of Funds (F-4)
	Form 130
	8

	Sources and Uses of Funds (F-4)
	Form 135
	9

	15-Year After-Tax Income Projections (F-5)
	Form 140
	10

	Evidence of Site Control/Proof of Ownership (O/D-4)
	
	12

	Neighborhood and Community Maps
	
	14

	Project Management Information Summary (O/D-2)
	Form 121
	16

	Interior, Exterior and Aerial Photographs
	
	18

	Financing Letters of Intent & Section 3 Plans
	
	21

	Equity Investment Letter (F-11)
	
	22

	Other Lender Packages (P-3)
	
	

	Actual Operating Statements for Last Two Years (P-19)
	
	

	Nonprofit Eligibility Questionnaire (O/D-1)
	Form 110
	25

	Rent Register Form (R-6)
	Form 115
	26

	Building/Unit profiles (R-12)
	Form 116
	27

	Owner/Developer Agreement
	
	28

	Utility Allowance Documentation (R-8)
	
	29

	Rehabilitation Assessment/Scope of Work (O/D-5)
	
	30

	Certificate of Handicapped-Accessible and Equipped Units (R-2)
	
	33

	Owner/Housing Authority Tenant Priority Agreement
	
	36

	Application Preference Documentation
	
	38




Step 2: Project Assessment-County Policies and Preferences

HCD staff will assess the application materials and supporting documentation to determine adequacy of information and compliance with all procedural requirements, policies and HUD regulations. 

During this phase, the Housing Authority will perform a limited physical assessment of the property and the construction proposals to obtain a preliminary determination of project cost reasonableness and required scope of work. Their limited findings and recommendations will be reported to HCD.

It is the responsibility of the Developer and contractor to guarantee compliance with the County’s HOME written rehabilitation standards.  For new construction, all HOME units must comply with all necessary HUD property standards, energy conservation standards, and local building, zoning, and construction codes.

Preference in funding will be given to eligible applications that demonstrate the priority attributes shown in Attachment C, “Funding Priorities”.


Step 3: Project Underwriting in Compliance with all HUD and County Criteria 

HCD will apply the County’s underwriting criteria (see Policy F-15) to assess  the information provided in Form 130 (Proposed Sources of Funds), Form 135 (Sources and Uses of Funds), Form 140 (Fifteen Year After Tax Income Projections), Form 125 (Proposed Annual Operating Budget), Form 100 (Rent Schedules), and other applicable information. 

The County’s Underwriting Criteria are as follows:

	Debt Coverage ratio (for senior debt)
	
	1.25 – 1.30		

	Debt Coverage ratio (for all debt)
	
	1.05 – 1.15

	Annual Revenue Increase					
	2%	
		

	Annual Operating Expenses Increase

	3%

	Annual Minimum Operating Expense			 
	$4,000 per unit		

	Minimum Operating Deficit Reserves 

	4 months total debt service

	Minimum Replacement Reserves for Rehabilitation                   
                       		           
	$30.00 per unit per month  ($360 per unit per year)

	Minimum Replacement Reserves for New Construction

	$25.00 per unit per month ($300 per unit per year
                              

	Maximum Loan to Cost Ratio

	92%          

	Maximum Annual Cash-On-Cash Rate of Return					  
	12%		

	Total Developers’ Fees
	A maximum of 15% of Total Project Cost, minus the budgeted developer fee and the cost of the land.  Developers’ fees must be based on reasonable costs as outlined in the attached Developers’ Fee policy.


	Minimum Equity Investment				 
	At least 8% of project costs if a for-profit Developer (based on an underwriting analysis conducted by DeKalb County).



                                                                                                      
If the following documents are not included in the initial application, the applicant must submit the documents within 30 days of the initial application submission.  Except in situations where the applicant will submit LIHTC applications for the same projects, application assessment will not continue until HCD receives the information shown below. 

	Document and Policy Number
	Form No.
	
Tab No.


	Experience Summaries of Property Manager
	106
	4

	Market Study
	
	11

	Zoning Confirmation Letter
	
	13

	Neighborhood and Community Maps
	
	14

	Management Agent Questionnaire
	120
	15

	Project Management Information Summaries
	121
	16

	Management Plan and Proposed Lease Form
	
	17

	Affirmative Marketing Plan
	
	19

	Section 3 Outreach Plan
	
	20

	Owner Developer Agreement
	
	28

	Design Specifications
	
	31

	Evidence of Project Subsidies
	
	32

	Certificate of Handicap Accessible and Equipped Units
	
	33

	Special Needs Service Provider Agreement
	
	34

	Supportive Services Self Sufficiency Plan
	
	35

	Energy Standard Certification
	
	37

	Firm Financing Commitments (F-2)
	
	39

	Proposed Management Agreement (O/D-2)
	
	40

	Appraisal (O/D-3)
	
	41

	Environmental Reports (R-10)
	
	42

	Temporary Relocation Plan (P-9)
	
	43

	Contractor’s Qualification Statement (P-14)
	AIA Form A305
	44

	Soils Report
	
	45

	Schedule of Values (O/D-5)
	
	46

	Construction Work Schedule (O/D-5)
	
	47

	Proposed Owner/Architect Agreement
	AIA Form
	48

	Proposed Owner/Contractor Agreement (P-14, P-21)
	AIA Form
	49



Before DeKalb County can make a firm financial commitment of HOME funds, the applicant must submit proof of a firm financial commitment for all developer equity investments, tax credit equity investments, firm debt commitments, and any governmental funding sources to the County for inclusion in their HOME gap analysis and final determination that the HOME money is the last money in the project and the least amount necessary to trigger the other investment(s) in the proposed project.

In addition, any projects that seek government financing other than DeKalb County HOME funds will undergo a subsidy layering analysis as required by HUD.  The County HOME staff will use the HUD Multi-Family Underwriting Template to determine the existence and size of the HOME assisted gap.

If the Applicant’s proposed financial structure meets all DeKalb County underwriting criteria and related policies, a firm funding commitment letter may be sent to the Applicant with a copy to the Housing Authority. This letter will outline the proposed loan amount, terms, and any contingency issues that must be addressed before HOME funds can be actually disbursed. Please note: HOME loans are self-amortizing.  Loans terms will not include balloon payments and repayment from residual cash flow, unless the loans are necessary to fill a financing gap in a project that fills a County priority need. 

Before issuance of this letter, the Housing Authority will conduct a property inspection for the purpose of determining the adequacy of the proposed scope of rehabilitation and cost estimates if the project is proposing rehabilitation rather than new construction.  To accomplish this, a representative of the Housing Authority will notify the owner and schedule an appointment for the inspection of the property.  This inspection will be conducted by Housing Authority staff and may include DeKalb County or municipal code enforcement officials.  A list of code violations and local property standard deficiencies will be completed and provided to the property owner.  This list is intended to be comprehensive; however, if additional code violations or property standard deficiencies are cited at a later date, the owner will be responsible for making the necessary corrections (Policy R-11).

The Housing Authority will inform the Owner and HCD of any deficiencies in the scope of work and specifications.  Using the list of code violations and property standard deficiencies as a reference, the property owner will prepare and submit a revised scope of work and cost estimate of the proposed repairs.  This will include the necessary work to correct substandard conditions, make essential improvements, and repair major housing systems in danger of failure so that, when the rehabilitation is completed, the property will comply with the applicable local housing codes and property standards.

If necessary, the owner will submit a revised/corrected application package or appropriate portions thereof.  Upon acceptance and approval of the revised information, the Housing Authority will schedule a meeting with the Owner and HCD to review the requirements and schedule for bidding and awarding construction contract and loan closing.

Application Procedures and Requirements for Housing Authorities

Projects in which the Housing Authority or its nonprofit subsidiary has an ownership interest may be considered for grants rather than loans. The determination of a grant versus a loan will be based on underwriting and gap analysis by HCD.    The Housing Authority will oversee the construction procurement and rehab process just as in other HOME-funded projects.  HCD will monitor these projects for ongoing HOME compliance issues just as the Housing Authority does for other projects.  This will include reviewing and granting prior approval for rent increases, annual on site monitoring of each project, and implementing a monthly/quarterly reporting system.  This will also include conducting unit inspections.  The Housing Authority will manage the project during construction and carry out all Davis-Bacon requirements during that time.

The Housing Authority, or its non-profit subsidiary, must submit the following information to HCD in order to be approved for funding:

· Comprehensive Project Description
· Sources and Uses Budget (Form 135)
· Sources of Funds (Form 130)
· Annual Operating Budget (Form 125)
· Building/Unit Profile (Form 116)
· Rent Register (Form115)
· Home Income Certification (Form 117)
· After Tax Income Projection (Form 140)
· Management Agent Questionnaire (Form 120)
· Social Services Plan for the Residents
· Comprehensive Work Scope with itemized cost breakout
· Phase I Environmental Assessment

As with other applicants, this information may be submitted in another format as long as all of the required details are provided.  HCD staff will evaluate the project to determine the necessity of providing HOME funds, the form of assistance, the appropriate level of assistance, and the appropriateness of proposed rents.

When the Housing Authority is a joint venture partner with a for-profit developer, the HOME request will be treated as a for-profit HOME project, subject to all the applicable rules and regulations.


POST-AWARD PROCEDURES

Loan Closing and Construction Monitoring

The Housing Authority will obtain bids for construction. Additionally, the attorney for the Housing Authority will develop the loan documents and related materials to convey the HOME funding assistance to the owner (Policy P-13).  If the developer elects to select the contractor, the developer must provide proof of cost reasonableness in a form that is satisfactory to DeKalb County prior to loan closing.

The prospective contractors will obtain copies of the bid package from the owner’s architect and submit their bids to the Housing Authority.  The Housing Authority will open bids and provide them to the owner with an approved low bidder meeting specifications that is not on HUD’s list of debarred vendors.  

Pending construction contract award and execution, HADC (with approval from HCD) will schedule and proceed with the loan closing (Policy P-13). The following loan closing supporting documentation must be provided prior to loan closing to HCD.  Four copies of these documents should be submitted in a loose-leaf notebook with tabs numbered to correspond with the document as indicated.  A brief discussion of these documents can be found in Attachment B.

	Document and Policy Number
	Form No.
	


	
Tab No.


	Site Survey
	
	
	50

	Insurance Certificates
	
	
	51

	Wood Infestation Report
	
	
	52

	Architect’s Certificate
	
	
	53

	HOME Income Certifications (R-12)			
	Form 117
	
	54

	Final Management Agreement (O/D-2)
	
	
	55

	Final Owner/Architect Agreement			
	AIA Form
	
	56

	Final Owner/Contractor Agreement (P-14, P-21)
	AIA Form
	
	57

	Certification of Cost Reasonableness
	
	
	58



In addition to administering and servicing the HOME loan for the County, the HADC will inspect the progress of the work, monitor for Davis-Bacon wage rate compliance, ensure that any required Section 3 reports are submitted, approve and process all draw requests, and conduct the project close-out.  Following construction, the Housing Authority will monitor throughout the loan term to ensure that all compliance requirements are met.

Property Standards
HOME-funded properties must meet certain minimum property standards. 

· State and local standards: State and local codes and ordinances apply to any HOME-funded project regardless of whether the project involves acquisition, rehabilitation, or new construction.

· Model codes: For rehabilitation or new construction projects where there are not state or local building codes, DeKalb County must enforce national model codes. 

· Housing quality standards: For acquisition-only projects, if there are no state or local codes or standards, DeKalb County must enforce Section 8 Housing Quality Standards (UCPS). 

· Rehabilitation standards: DeKalb County’s rehabilitation standards apply to all HOME-funded rehabilitation work.  New construction requires compliance with the International Energy Conservation Code. 

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

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

Section 3 Compliance (See Appendix J for detailed information)

Section 3 is a means to foster local economic development, neighborhood economic improvement, and individual self-sufficiency through housing and community development projects funded whole or in part by the Federal Department of Housing and Urban Development (HUD). The purpose of Section 3 of the HUD Act of 1968 (12 U.S.C. 1701u) as amended by the Housing and Community Development Act of 1992, is to ensure that employment and other economic opportunities generated by certain HUD financial assistance shall, to the greatest extent feasible, and consistent with existing federal, state and local laws and regulations, be directed to low- and very low-income persons, particularly those who are recipients of government assistance for housing, and to business concerns which provide economic opportunities to low- and very low income persons. 

Section 3 is the legal basis for providing jobs for residents and awarding contracts to businesses in areas where a project involving construction, demolition, or rehabilitation receives HUD financial assistance from the Community Development Block Grant (CDBG) Program, HOME Program, or Neighborhood Stabilization Program (NSP) in excess of $200,000. Contractors or subcontractors that receive contracts in excess of $100,000 for Section 3 covered projects/activities are required to comply with the Section 3 regulations in the same manner as direct recipients. In the event Section 3 covered project expenditures generate economic opportunities (training, employment or contracts), these opportunities must be directed toward qualified Section 3 residents and Section 3 business concerns. 

The purpose of Section 3 preferences is to be results oriented by: 1) encouraging business concerns that are not major sources of employment for low-income persons to increase their employment of these persons when economic opportunities arise from HUD financed construction related projects; and 2) promoting the growth of "profit-making" enterprises owned by low-income persons that substantially employ low-income persons with Section 3 contract awards.

It is the policy of HCD to require its contractors to provide equal employment opportunity to all employees and applicants for employment without regard to race, color, religion, sex, national origin, disability, veteran’s or marital status, or economic status and to take affirmative action to ensure that both job applicants and existing employees are given fair and equal treatment.  

HCD implements this policy through the awarding of contracts to contractors, vendors, and suppliers, to create employment and business opportunities for residents of DeKalb County. The policy shall result in a reasonable level of success in the recruitment, employment, and utilization of county residents and other eligible persons and business by contractors working on contracts partially or wholly funded with the United States Department of Housing and Urban Development (HUD) monies. HCD shall examine and consider a contractor’s or vendor’s potential for success by providing employment and business opportunities to County residents prior to acting on any proposed contract award.

Title 24 CFR Part 135 - Economic Opportunities for Low- and Very Low-Income Persons, establishes the standards and procedures this Section 3 Plan is based upon, and is intended to ensure the objectives of Section 3 are met. The full regulation may be found at http://www.access.gpo.gov/nara/cfr/waisidx_03/24cfr135_03.html.  
HOME Compliance Monitoring 

When DeKalb County invests HOME funds in rental housing, it incurs an obligation to monitor the HOME-assisted property to ensure that it complies with the HOME requirements that apply throughout the period of affordability, and to ensure that the property is maintained in accordance with applicable property standards.  
There are several key HOME compliance areas that DeKalb County monitors during the affordability period, including: HOME rent limits, HOME income limits, property standards, tenant selection, tenant income verification and recertification, affirmative marketing, tenant leases and protections, and unit mix. The HOME regulation specifies the minimum compliance monitoring activities that DeKalb County must perform: 
• Reporting. DeKalb County must require owners to submit an annual report on rents and occupancy [24 CFR 92.252(f) (2)]. This report provides data to DeKalb County on the affordability requirements that limit occupancy to low- and very low-income households and restrict rents to affordable levels. 
• Property Inspections. DeKalb County must conduct on-site inspections of assisted properties and units to verify that properties are maintained in standard condition and meet applicable housing quality standards, including lead-based paint notification and ongoing maintenance requirements, if applicable. Property and unit inspections must be done every one to three years, depending on the size of the property [24 CFR 92.504(d) (1)]. Exhibit 7-2, below, specifies the frequency of required on-site visits. 
• Record-Keeping. DeKalb County must maintain sufficient records to enable HUD to determine whether DeKalb County has met all HOME requirements [24 CFR 92.508(a)] and must impose appropriate record-keeping requirements on for-profit and non-profit developers and their agents to assist DeKalb County in its obligation to demonstrate HOME compliance [24 CFR 92.504((c)(3)(iv)]. 
• Review of Records. DeKalb County must review records maintained by the owner and/or property manager to verify the accuracy of the owner reports and to ascertain compliance. These on-site visits must also occur every one to three years [24 CFR 92.504(d) (1)]. Exhibit 7-2, below, specifies the frequency of required on-site visits. 

	Exhibit 7-2: Minimum On-Site Property Inspection Schedule Total Number of Units in the Property 
	Minimum Frequency of On-site Inspections 

	1–4 units 
	Every three years 

	5–25 units 
	Every two years 

	26 or more units 
	Every year 
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