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Introduction

The U.S. Department of Housing and Urban Development (HUD) bas invested
approximately §8.7 billion in over 330,000 rental property units through the
HOME Program since the program was first funded in 1992. In general terms, the
HOME Program requirements are designed to increase the supply of affordable
housing for a sustained period, by capping rents at affordable levels and restricting
occupancy to low- and very low-income housebolds. These HOME-assisted rental
properties are subject to certain requirements for a period of time known as the

“affordability period.”

Property owners who receive HOME assistance and the jurisdictions that provide them
share responsibility for ensuring that HOME-assisted housing units comply with HOME
requirements thronghont the affordability period. Lo comply, property owners need to:

o Understand the HOME requirements;
o Incorporate the HOME requirements into property management operations; and

o When day-to-day operations are carried ont by another individual(s) or entity(ies),
communicate the HOME requirements effectively and supervise and monitor
rental management activities.

What Is the Purpose of This Guide?

This guide, Compliance in HOME Rental Projects: A Guide for Property Owners,
helps owners of HOME-assisted properties comply with the HOME
Program’s ongoing affordability requirements. It describes the specific
regulatory requirements that apply to HOME-assisted rental properties
during the period of affordability. Further, it provides tools for owners
and property managers—in the form of checklists, forms, and sample
documents—to facilitate the day-to-day rental management of HOME-
assisted properties.

Some property owners/managers ate subject to additional rules, beyond
the HOME requirements, due to the use of other funding in a project’s
acquisition or development. This guide highlights and identifies common
areas of confusion when HOME is used in combination with other
typical sources (such as low-income housing tax credits and project-based
rental subsidies) and nontraditional property types (such as group homes
and single-room occupancy housing).
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Why Is this Guide Important?

The HOME participating jurisdictions (PJs) that invest HOME funds in
affordable housing hold the owner responsible and accountable for
compliance throughout the period of affordability. Although an owner
may choose to delegate day-to-day property management to another
person or entity (such as staff or family member, or another nonprofit or
for-profit entity), this does not relieve the owner of its obligation to see
that its HOME-assisted units comply with HOME requirements. Failure
to comply with HOME requirements can result in a number of
corrective actions, including the repayment by the PJ of HOME funds to
HUD and suspension of future HOME awards to the owner. Therefore,
it is critical that owners of HOME-assisted property understand the
HOME requirements and comply with them.

HUD is providing this guidance to property owners and their managers to
help them comply with HOME requirements. HUD evaluated how well
owners of HOME-assisted properties carried out their obligations during
the affordability period and issued its findings in Study of the Ongoing
Affordability of HOME Program Rents.! HUD found that two years after
project completion, most HOME-assisted properties were in compliance
with long-term affordability requirements. Nonetheless, in some instances,
compliance with HOME rules occurred by happenstance—it was not the
result of effective management systems developed and established by
owners. The study also found that the owners of units that were not in
compliance were often confused about the HOME requirements. They
frequently did not know how to carry out the property management tasks
that would ensure compliance, such as how to determine rents, use utility
allowances, or change rents when a tenant’s income increased over the
allowable HOME limit. For owners of properties with additional sources
of public investment, there was often additional confusion about how to
apply different program rules to the same property. Compliance in HOME
Rental Projects: A Guide for Property Owners addresses the key areas of
confusion identified in this HUD study.

1 U.S. Department of Housing and Urban Development. Study of the Ongoing Affordability of HOME Program Rents. (Washington,
D.C.: August 2001). This publication is available at a nominal cost through HUD User at www.huduser.org or 1-800-245-2691.

2 Introduction


http://www.huduser.org/

Who Should Read this Guide?

This guide is targeted to both owners and property managers of HOME-
assisted properties. These two groups are varied. Owners of HOME-
assisted properties include:

e Individuals who are entrepreneurs, owning and managing a limited
number of housing units as a side business;

e Small community-based housing development organizations and
other entities that own and manage property in a limited number of
neighborhoods; or

e Other nonprofit organizations or for-profit entities that own and
manage numerous properties locally or even nationally.

Property managers, who carry out leasing, rent collections, marketing,
and property maintenance, among other things, are an equally varied
group that includes:

e  Owners themselves, who own a limited number of properties and
carry out the full range of property management functions;

e On- and off-site property management staff that work directly for the
owner, and who may undertake one or a number of different property
management functions; and

e Nonprofit and for-profit property management firms that serve as
contractors to the owner to undertake one or more property
management functions.

Regardless of the type of ownership, property size or location, and who
carries out property management functions, the long-term affordability
requirements apply equally to all HOME-assisted housing.

Throughout the text, the owner is referred to as “it,” in recognition that
most property owners are legal entities such as nonprofits, corporations,
or limited pattnerships. For the purposes of this guide, this terminology
includes individuals who own HOME-assisted properties, unless
otherwise noted.

About the HOME Program Model Guide Series

Compliance in HOME Rental Projects: A Guide for Property Owners is one of a
number of model program guides that HUD has issued to provide
technical assistance to state and local government HOME PJs. These
model program guides cover a range of topics related to HOME
Program administration and activities, and are available at no cost
through Community Connections at 1-800-998-9999. For a complete list
of all the model program guides, see the HOME Program web page at
www.hud.gov/homeprogram/.
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Chapter 1: HOME Program Requirements
That Every Owner Must Understand

This chapter explains the key program requirements that apply to HOME-
assisted rental properties. Understanding these concepts helps owners and
property managers avoid inadvertent noncompliance and is a pre-requisite
for understanding the guidance in the other chapters in this publication.

1.1. Participating Jurisdiction

The HOME participating jurisdiction, or “PJ,” is the unit of state or
general local government that receives an annual block grant of Federal
HOME funds from HUD. The PJ is accountable to HUD for the
performance and compliance of the properties and activities it finances
with HOME funds. The owner, in turn, is accountable to the PJ for the
performance and compliance of its HOME-assisted rental property.

1.2. HOME Project

A HOME project is one or more sites or buildings, under common
ownership, management, and financing, that is assisted with HOME
funds as a single undertaking. It may be an individual rental property, or
part of a multi-property undertaking. In this guide, the term “rental
property” is used interchangeably with “project.”

1.3. HOME-Assisted Rental Units

The HOME Program distinguishes between units in a rental property

that have been assisted with HOME funds (HOME-assisted units) and
those that have not (non-assisted units). When the P] commits HOME
funds to a project, it determines the total number and type of HOME-

assisted units, by bedroom size, in the project. This information is usually

found in a written agreement between the PJ and the owner.

HUD requires that a minimum number of rental units be designated as
HOME-assisted. This number is based on the share of HOME funds to
the total eligible costs invested in the project. However, the PJ may
designate a higher number of HOME-assisted units (up to 100 percent) to
achieve the PJ’s own goals for increasing the supply of affordable housing.

In general, HOME requirements apply only to the HOME-assisted rental

units and related common space.

| |
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The complete copy of the HOME Rule
and other useful information about the
HOME Program can be found on the
HOME Program web page at:
www.hud.gov/homeprogram/.

Attachment 1-1, Responsibilities for HOME
Compliance, found at the end of this chapter,
identifies PJ and owner responsibilities, in
each of the key compliance areas
summarized in this chapter.

See a discussion of written agreements in
item #1.4, below.
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Attachment 1-2, Checklist of Elements in a

Written Agreement between a PJ and an Owner of

Rental Housing, lists all the elements that
should be included in a written agreement
between the PJ and the owner. It is located
at the end of this chapter.

The HOME Rule can be found on the
HOME Program web page at
www.hud.gov/homeprogram/, ot can be
ordered at no cost from Community
Connections, at 1-800-998-9999.

1.4. Written Agreements

The written agreement is the legally binding document that the PJ
executes with the owner or recipient of HOME funds. HUD requires the
agreement to include certain minimum provisions, to ensure compliance
with HOME rules. For HOME-assisted rental properties, the written
agreement is enforced by a deed restriction, a covenant running with the
land, or other mechanism approved by HUD.

1.5. Deed Restrictions and Covenants

A deed restriction or covenant is a legally binding document that is
attached to a HOME-assisted rental property. The deed restriction or
covenant “runs with the land” for the entire affordability period. It ensures
that the HOME affordability requirements stay in place regardless of
whether the mortgage or HOME assistance has been repaid, or property
ownership transfers. Current and future owners are legally bound by the
terms outlined in the HOME deed restriction or covenant. The deed
restriction or covenant must be recorded and is enforceable by the PJ.

1.6. HOME Rule

The HOME Rule is the Federal regulation that establishes the
requirements for the HOME Program. HUD issues the HOME Rule in
the Code of Federal Regulations at 24 CEFR Part 92. HUD also issues
helpful model program guides and training materials.

1.7. Affordability Period

The affordability period is the length of time during which the HOME
requirements apply to a HOME-assisted rental property. The
affordability period can be 5, 10, 15, or 20 years, depending on the type
of HOME project and the average per unit HOME investment.

The affordability period can be thought of as the “compliance period.”
During this time, the rental property owner must comply with the
HOME requirements, including rent limits, tenant income limits, tenant
lease protections, affirmative marketing, and property standards. After
the HUD-required affordability period ends, the Federal HOME
requirements no longer apply.

When a HOME-assisted rental property is also assisted by other public
and/or private funding sources, the other funding sources may require a
longer affordability period than the HOME Program. The owner must
comply with the requirements of each of the funding sources for the
duration of that program’s affordability period.

Further, the PJ can establish a longer period of affordability than the
minimum petiod requited by HUD. After the end of the affordability period
required by the HOME Rule, the local PJ specifies what requirements apply.

Chapter 1: HOME Program Requirements That Every Owner Must Understand
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1.8. High HOME Rent Units and Low HOME Rent Units

HUD publishes two annual HOME rent limits: the High HOME rent
limits and the Low HOME rent limits. These are the maximum rents that
owners can charge tenants that reside in HOME-assisted units. HOME
properties with five or more HOME-assisted units must have at least 20
percent of their HOME-assisted units designated as Low HOME Rent
units. The remaining units are High HOME Rent units.

When the PJ] commits HOME funds to a project, it determines the total
number and type, by bedroom size, of High and Low HOME Rent units
in the rental property. The owner must maintain this mix of High and
Low HOME Rent units for the entire affordability period.

e High HOME Rent Units. High HOME Rent units must be
occupied by tenants whose incomes do not exceed the HUD-
published HOME low-income limits. The rents for these units cannot
exceed the HUD-published High HOME rent limits.

e Low HOME Rent Units. Low HOME Rent units must be occupied
by tenants whose incomes do not exceed the HUD-published HOME
very low-income limits. The rents for these units cannot exceed the
HUD-published Low HOME rent limits.

1.9. HOME Unit Mix

HOME-assisted rental properties must have the required “unit mix” of
High HOME Rent units and Low HOME Rent units, by bedroom size,
throughout the affordability period.

The total number of High HOME Rent units and Low HOME Rent units
in a HOME-assisted rental property temains constant throughout the
affordability period. However, these unit designations may change
depending on whether the HOME units are fixed or floating HOME units.

Whenever a HOME-assisted unit becomes vacant or the existing tenant of a
HOME-assisted unit becomes ovet-income, the owner/manager must take
certain steps to restore compliance with the HOME unit mix requirements.

Chapter 1: HOME Progran Requirements That Every Owner Must Understand

Item # 1.11, below, briefly explains
HOME income limits. Chapter 3 explains
the HOME income limits, rent limits, and
unit mix requirements in more detail.

Chapter 3 explains the HOME income limits,
rent limits, and unit mix requirements.

Item # 1.8, above, briefly explains High
HOME Rent units and Low HOME Rent
units.

[tem # 1.10, below, briefly explains the
concepts of fixed and floating HOME
units.



See Chapter 3, Section 3.5 for a discussion
of maintaining unit mix in properties with
fixed HOME units.

See Chapter 3, Section 3.6 for a discussion
of maintaining unit mix in properties with
floating HOME units.

1.10. Fixed HOME-Assisted Units
and Floating HOME-Assisted Units

The designation of a specific rental unit as a HOME-assisted unit may
remain the same, staying “fixed” throughout the affordability period, or
the designation may change, “floating” among comparable rental units.
The PJ determines whether the HOME-assisted units are fixed HOME
units or floating HOME units at the time it commits HOME funds to
the rental property.

a. Fixed HOME-Assisted Units. Fixed HOME units remain
designated as HOME-assisted units for the entire affordability
period—regardless of if the unit becomes vacant or when an existing
tenant becomes over-income. Fixed HOME units can vary in terms
of bedroom sizes, square footage, and amenities.

Although the designation of a unit as a HOME-assisted unit remains
fixed, its designation as either a High HOME Rent unit or a Low
HOME Rent unit can change, moving among all of the fixed
HOME units within the same rental property. This movement
ensures that the required unit mix of Low and High HOME Rent
units is maintained throughout the affordability period.

For example, at project commitment, the PJ designates unit 110 as
HOME-assisted. Unit 110 retains its designation as a HOME-
assisted unit throughout the affordability period.

b. Floating HOME-Assisted Units. Floating HOME units are initially
designated as HOME-assisted, but the designation changes, or
“floats,” among all comparable units within the same HOME-assisted
rental propetrty as properties are vacated and/or tenants’ incomes go
over-income. The owner must maintain the zoza/ number of HOME
units, High HOME Rent units, and Low HOME Rent units
throughout the affordability petriod, rather than the specific units.

For example, at project commitment, the PJ designates Unit 301 as
HOME-assisted. If the income of the tenant increases over the
HOME limit, the next available comparable non-assisted unit would
be redesignated as a HOME-assisted unit and this unit would be
designated as non-assisted.

Generally, all the units in a property (assisted and non-assisted) with
floating HOME units must be comparable. This means that the
assisted and non-assisted units in the property are the same in terms
of square footage, number of bedrooms, and amenities.

| | |
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1.11. HOME Income Limits

Tenants that occupy HOME-assisted housing must meet specified
income limits. The HOME Program uses two income limits:

A. Low-income households must have incomes that do not exceed 80
percent of area median income;

B. Very low-income households must have incomes that do not exceed
50 percent of area median income.

During the affordability petiod, owners/managers must ensure that all
tenants of HOME-assisted rental units have annual gross incomes that
do not exceed the applicable HOME income limits. HUD updates and
publishes HOME income limits each year. The P] provides these
updated income limits to owners/managers. Low-income limits apply to
tenants of High HOME Rent units and very low-income limits apply to
tenants of Low HOME Rent units.

Owners must verify a tenant household’s income-eligibility before
renting a unit, and must recertify each the tenant’s income-eligibility each
year. The PJ must also provide a definition of income to the owner, so
that the owner knows what income of tenant household “counts” as
income when determining income-eligibility. Special rules apply when an
existing tenant becomes over-income.

1.12. HOME Rent Limits

During the affordability petiod, owners/managers must ensure that the
rents they charge for their HOME-assisted rental units do not exceed the
applicable HOME rent limits. HUD updates and publishes HOME rent
limits each year. The PJ provides the updated rent limits to
owners/managers. Different rent limits apply to High HOME Rent units
and Low HOME Rent units.

HOME rent limits include utilities. This means that the rent that can be
charged for a unit cannot be more than the HOME Rent limit sinus the
tenant-paid utilities. PJs provide owners with utility allowances to make
these deductions.

Chapter 1: HOME Progran Requirements That Every Owner Must Understand

Chapter 3, Section 3.2 provides guidance
on how owners/managers must determine
a tenant household’s income-eligibility.

Chapter 3, Sections 3.5 and 3.6 describe
what steps an owner must take when an
existing tenant becomes over-income for
properties with fixed and floating HOME
units, respectively.

Special rent requirements apply for certain
types of HOME properties such as those
receiving Federal low-income housing tax
credits or project-based rental subsidies,
and for group homes or single-room
occupancy housing. Chapter 3, Section 3.4
discusses these special cases.

Chapter 3, Section 3.3 provides guidance on
how owners/managers must determine rents
for High HOME Rent units and Low HOME
rent units and how to use utility allowances.



Information-Sharing Between PJ and Owner
Is Critical to Success of a HOME Property

To manage HOME-assisted properties in compliance with the HOME rules,
owners and PJs need certain information from each other.

The PJ must provide the following information to the owner on an annual basis
during the period of affordability:

HOME income limits

HOME rent limits (High HOME Rents and Low HOME Rents)

PJ-Established utility allowances (for use when tenants pay their own utilities
directly)

Changes to policies or procedures that might impact the property’s
management, such as changes to affirmative marketing procedures or housing
codes and/or standards.

The owner must provide the following information to the PJ on at least an annual
basis during the period of affordability:

HOME Rent and Occupancy Report (also known as the “Rental Project
Annual Compliance Report”)

Affirmative marketing information, as specified by the P]
Financial reports, as specified by the PJ

Other reports and information to document HOME compliance and property
tinancial viability, as specified by the PJ.

PJs and owners should be proactive in obtaining the information they need to
ensure that the HOME requirements are met, as they are held accountable for
compliance even when their partners fail to provide needed information.

1.13. Property Standards

Chapter 5 provides guidance on with the Completed HOME-assisted units and shared common space must meet
HQME Propcmv.sm}dﬂfds ar}d lead-based ]| applicable HOME property standards, including the Federal lead-
paint hazard elimination requirements. based paint elimination requirements. The PJ must tell the owner which

property standards apply. Throughout the affordability period, the
owner/manager must ensure that HOME-assisted units and common
space continue to meet or exceed the applicable property standards.

1.14. Accessible Units

Chapter 5 provides guidance on how In HOME properties with five or more total units, the common spaces and a
owners/managers must comply with the certain number of units must be constructed or rehabilitated to be accessible to
Federal accessibility standards and persons with mobility and/or sensory impairments in accordance with the
requirements. Chapter 4 describes Uniform Federal Accessibility Standard (UFAS). These units must be

requirements related to the marketing and

. _ . marketed to ensure that they are offered first to persons with disabilities.
leasing accessible units.

| | | |
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1.15. Affirmative Marketing and Tenant Selection

The PJ must convey affirmative marketing requirements to the owner, Chapter 4 provides guidance on how

and specify what the owner must do to attract tenants who are not likely ~ owners/managers must comply with

to apply for the housing without special outreach, such as minorities, affirmative marketing and tenant selection
families with children, persons with disabilities, or other persons fequirements.

protected by fair housing laws.

Owners/Managers must develop tenant selection policies and critetia to
ensure that tenants are selected for occupancy at the property in a fair
and equitable manner. Tenant selection policies must be based on
objective criteria that expressly prohibit bias. Tenant selection procedures
should be clear and easily understood by prospective tenants.

1.16. Prohibited Lease Terms and Tenant Protections

Tenants of HOME-assisted units must be protected by a written lease. Chapter 4 provides guidance on how
Owners must make sure that leases do not exceed the HOME rent limits ~ owners/ managers must comply with the
and do not contain any clauses that are prohibited by the HOME Rule. lease and tenant protections requirements.
Lease terms must be for a minimum of one year, unless the owner and

tenant mutually agree to a lesser term. In no event can the lease be for

less than thirty days. Owners/Managers may not terminate a tenant’s

lease nor refuse to renew his or her lease without good cause. Even with

good cause, the owner must provide the tenant with a thirty-day advance

written notice before terminating the lease. Owners must also comply

with applicable state and/or local tenant-landlord laws.

1.17. Conflict of Interest

With the exception of on-site managers and maintenance workers that
reside in a unit, owners of HOME-assisted propetties, and their officers,
employees, agents, or consultants, may not occupy a HOME-assisted
unit. PJs may grant exceptions to this rule on a case-by-case basis.

1.18. Reports

Owners must submit various reports to the PJ to document compliance ~ Chapter 6 summarizes the HOME record-
with the Federal HOME requirements. At a minimum, owners must keeping and reporting requirements.
submit annual rent and occupancy data reports for their HOME-assisted

units. PJs may require owners to submit other information, such as

financial information, maintenance logs, and marketing activities. The PJ

is responsible for reviewing submitted reports and contacting the owner

with questions or concerns.

| | | |
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Chapter 6 provides guidance on record-
keeping and records retention requirements
for owners of HOME-assisted rental
properties.

Chapter 6 provides guidance on
enforcement of the HOME requirements.

12

1.19. Records

Owners must maintain records that document the compliance of their
HOME-assisted rental properties with the HOME requirements. These
records must also support the accuracy of the reports that
owners/managers submit to their PJs. Required records include
documentation related to tenant income vetrifications, unit rents,
affirmative marketing, and property standards. Owners must keep
records for the most recent five year period during the affordability
period, until five years after the end of the affordability period.

1.20. Terms of Enforcement

The PJ determines how it will enforce an owner’s compliance with the
HOME requirements and specifies these enforcement mechanisms in the
written agreement. When noncompliance occurs, PJs can impose a range
of corrective actions or remedies. The type of corrective action depends on
the seriousness of the noncompliance. Some examples of remedies include:

e Correcting deficiencies, such as repaying tenants for overcharging rents,
or making improvements to bring properties into compliance with
applicable property standards;

e Making management changes or requiring submission and approval of
management plans or changes to staffing; or

e Repaying HOME funds or paying financial penalties.

Since HUD may require the PJ to repay the HOME investment when a
rental property fails to comply with the HOME requirements for the
entire affordability period, PJs usually require repayment from owners as
well. When the HOME assistance is in the form of a grant or deferred
payment loan, owners may be required to repay the full amount of the
HOME assistance. When HOME funds are loaned, the owner may be
required to pay the outstanding principal balance of the loan. The PJ may
also require that a fine or other financial penalty be paid.

| | |
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Attachment 1-1:
Responsibilities for HOME Compliance

PJ Responsibilities Owner/Manager Responsibilities

Affordability
Period

Deed
Restrictions

Written
Agreements

HOME-
Assisted Rental
Units

High HOME
Rent Units and
Low HOME
Rent Units

HOME Unit
Mix

Fixed and
Floating
HOME Units

HOME
Income Limits

Determine the length of the affordability
petiod.

Inform owners of the length of the affordability
period.

Execute and record a copy of the deed restriction
or covenant and provide a copy to the owner.

Include all required HOME provisions in the
written agreement.

Provide owners with a copy of the written
agreement.

Determine the total number of HOME-
assisted units, by bedroom size, in a property.

Inform ownets about the total number of
HOME-assisted units and identify which units
are HOME-assisted.

Identify the total number and type of High and
Low HOME Rent units before property lease-
up.

Explain to the owner how to use the HOME
income limits and the HOME rent limits.

Provide to the owner the HOME income limits
and rent limits before property lease-up, and
annually during the affordability period.

Explain to the owner how to maintain the
required unit mix of High HOME Rent units
and Low HOME Rent units by bedroom size.

Monitor the property to ensure that the
required unit mix is maintained during the
affordability period.

Inform owner about whether the property has
fixed or floating HOME-assisted units.

Provide owner with:

1. The HOME income limits that apply, before
lease-up.

2. Updated HOME income limits on an annual
basis until the end of the property’s
affordability period.

3. Definition of income that can be used for
determining tenant income-eligibility.

4. Guidance on how to determine income-

cligibility.

Contact the PJ to find out the affordability
petiod that applies to its rental property, if not
known.

Contact the PJ for a copy of the deed restriction
ot covenant, if needed.

Understand the terms of the agreement with
the PJ.

Contact the PJ to obtain a copy of the written
agreement, for clarification of terms, if needed.

Contact the PJ for guidance to find out which
units are HOME-assisted, if not known.

Manage property in compliance with the
HOME rules.

Understand how to apply the HOME income and
rent limits.

Contact the PJ to find out which units are High
HOME Rent units and which units are Low
HOME Rent units, if not known.

Contact the PJ for updated HOME rent limits,
if needed.

Manage the property so that it maintains the
appropriate HOME unit mix.

Contact the PJ for information on what the unit
mix is for the property, or for more
information about how to manage the unit mix,
if needed.

Contact the PJ to find out if the property has
fixed or floating HOME units, if not known.

Manage the property for its unit type (fixed or
floating units).

Know what the correct annual published income
limits are and how to apply them.

Collect and verify income information provided
by applicants upon initial occupancy to
determine income-eligibility.

Recertify income-eligibility for existing tenants
on an annual basis.

Contact the PJ for initial and updated income
limits, a definition of income, and/ot guidance
on how to determine income-eligibility, if
needed.
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HOME Rent °
Limits

Property °
Standards

Accessible °
Units

Attachment 1-1: Responsibilities for HOME Compliance (continued)

PJ Responsibilities Owner/Manager Responsibilities

Provide owners with the HOME rent limits
that apply before lease-up.

Determine which Low HOME Rent limits
apply to the property.

Provide owners with the updated HOME rent
limits on an annual basis until the end of the

property’s affordability period.

Approve the property’s rent schedule and
subsequent rent increases.

Tell the owners which property standards apply,
including lead-based paint hazard elimination
requirements.

Provide owners copies of all applicable codes and
standards.

Notify owners of any changes to the codes and
standards during the affordability period.

Conduct periodic on-site inspections to ensure
that properties continue to meet applicable
standards.

Provide a copy of the UFAS standard to the
owner and inform owner about the applicable
accessibility standards.

Inform the owner about the requirements
related to marketing accessible units to
persons with disabilities first.

Determine the rents that can be charged for
HOME-assisted units, and ensure that rents do
not exceed the Low HOME rent limit for units
that are designated to be occupied by very low-
income tenants, and the High HOME rent limit
for the remaining units.

Submit rents and rent increases to the PJ for
approval prior to charging tenants.

Contact the PJ for the updated HOME rent
limits, if not provided.

Contact the PJ for guidance if the latest PJ rent
limits exceed the most recent HUD-published
HOME rent limits.

Maintain properties in accordance with all
applicable codes and standards.

For pre-1978 buildings, provide required
tenant/applicant disclosures, and monitor to ensute
that regular maintenance and evaluation of lead-
based paint hazards are undertaken.

Contact the PJ to find out which property
standards and lead-based paint hazard elimination
requirements apply, if not known.

Understand the accessibility standards and
requirements.

Contact the PJ for information on the
applicable accessibility requirements, if needed.

Affirmative e Inform owner about the affirmative marketing | e Develop tenant selection policies and criteria that
Marketing and requirements that apply. are fair and objective.
Tenat{t e Evaluate the success of the affirmative e Carry out affirmative marketing in accordance
Selection . ‘ ,
marketing procedures. with the PJ’s procedures.
e Provide guidance to owners about how to e Report to the PJ on affirmative marketing, as
develop tenant selection procedures. required by the PJ.
e Contact the PJ for information on the
affirmative marketing requirements, or for
guidance about the required tenant selection
procedures.
| | | |
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Prohibited
Lease Terms
and Tenant
Protections

Conflict of
Interest

Reports

Records

Terms of
Enforcement

Attachment 1-1: Responsibilities for HOME Compliance (continued)

PJ Responsibilities Owner/Manager Responsibilities

Review and approve leases in use by owners.

Inform owners about the prohibited lease terms
and required tenant protections that apply to
their rental properties.

Inform owners about the conflict of interest
prohibitions.

Inform the owner about the reports that must
be submitted.

Inform owners about: (1) the records that
must be maintained, and (2) how long the
records must be retained.

Inform owners about the corrective actions or
remedies that will be imposed if owners breach
the terms of their written agreement with the PJ.

Monitor the owner to ensure that properties are
managed in a manner that complies with HOME
requirements.

Implement corrective actions when the property
is out of compliance, as appropriate.

Ensure that no lease with any tenant of a
HOME-assisted unit includes any prohibited
lease terms.

Secure PJ approval for leases.

Execute a lease for at least one year with each
tenant of HOME-assisted units, unless otherwise
permitted by PJ.

Contact the PJ for guidance for information on
the prohibited lease terms and required tenant
protections, if needed.

Understand applicable conflict of interest
prohibitions.

Contact the PJ for more guidance, if needed.

Establish specific record-keeping, reporting,
and tracking procedures for HOME-assisted
units and properties.

Check the accuracy of reports that are prepared
by staff or third parties.

Submit required reports to the PJ in a timely
manner. At a2 minimum, submit annual rent and
occupancy data for HOME-assisted units.

Contact the PJ to find out the reporting
requirements, if not known.

Maintain required records, including: tenant
income verifications, rents, affirmative
marketing, and property standards.

Contact the PJ to find out the records retention
requirements, if not known.

Manage the property in a manner that complies
with HOME requirements.

Notify the PJ with questions or concerns about
compliance.

Understand the consequences of noncompliance.

Contact the PJ to find out the enforcement terms,
if not known.

Monitor the work of others to ensure that
management procedures are followed and records
are retained in order to verify HOME compliance.

Chapter 1: HOME Progran Requirements That Every Owner Must Understand
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Attachment 1-2:
Checklist of Elements in a Written Agreement
between a PJ and an Owner of Rental Housing

A PJ must execute a written agreement with each owner, developer, and sponsor of HOME-assisted rental
housing before it can disburse HOME funds. PJs can use this checklist to determine whether or not their written
agreements with an owner, developer, or sponsor of rental housing includes all the provisions that are required or
recommended by HUD to protect the PJ’s HOME investment before disbursing funds.

* Required items are denoted with an asterisk.

*¥Provisions to Describe Use of HOME Funds

A. HOME activity to be undertaken
B. Project description
1. Project address
2. Total unit(s) and unit size(s)
3. Special project features, such as whether or not the project involves:
a. Land assembly and subdivision
b. Environmental remediation
c. Lead-based paint treatment
d. Demolition or other site preparation
e. Relocation
f. Infrastructure development
4. Number of accessible units
5. Target population of the project (mixed-use, special needs, etc.), if any
6. PJ-approved plans and specifications, if any
Unit designations
. *Schedule for completing tasks

*Tasks to be performed

=T = O 0

*Budget

1. Sources and uses statement, including amount, form, use, and terms of HOME subsidy
2. Amount and use of non-HOME funds

3. Maximum and actual per unit HOME subsidy amount

Provisions to Clarify Roles and Expectations

A. Roles and responsibilities of each party

B. Performance goals and performance standards

| | | |
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Attachment 1-2: Checklist of Elements in a Written Agreement
between a PJ and an Owner of Rental Housing (continued)

*Provisions to Convey Affordability Requirements of 92.252

A. Housing must meet affordability requirements of 92.252

B. Duration of affordability period (start and end dates; if not known, indicate how PJ will determine
these dates and notify the owner/developer)

*Mechanism for securing affordability (recorded deed restriction or land covenant)
. Number of HOME-assisted and non-assisted unitsin the project

Whether the property has fixed or floating HOME units

TE g0

Number of High HOME Rent units and Low HOME Rent units that must be maintained during the
affordability period

G. HOME income limits:
1. Guidance on how to use HOME income limits
2. Applicable HOME income limits

3. Income targeting (how many households at what income levels must occupy the High HOME
Rent units and the Low HOME Rent units)

4. Initial income-eligibility verification requirements and guidance, including definition of income

5. Income certification and recertification requirements, including acceptable methods of recertifying
tenant income

6. Steps that must be taken when a tenant becomes over-income
H. HOME rent limits:

1. Guidance on how to use HOME rent limits

2. Applicable HOME rent limits

3. Initial utility allowance and guidance on use

4. *Initial rents the owner can charge

5. *Procedures for securing PJ approval of rent increases
A. Applicable requirements of Subpart F, including:

1. Lease requirements

Prohibited lease terms at 92.253(b)
. Termination of tenancy for cause only

2

3

4. Tenant selection criteria required

5. Conditions for faith-based organizations
6

Compliance with state and local tenant-landlord laws

| | | -
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Attachment 1-2: Checklist of Elements in a Written Agreement
between a PJ and an Owner of Rental Housing (continued)

Property Standards

A. *Applicable property standards at 92.251

B. *Lead-based paint requirements at 24 CFR part 35 subparts A, B, J, K, M, and R

C. *Property standards apply throughout affordability period

*Provisions Related to Other Federal Requirements

A. Project must be carried out in compliance with Subpart H, Other Federal Requirements, including:

6.

7
8.
9

10.
11.

12.

*Displacement, relocation, and acquisition provisions at 92.353
Fair housing and equal opportunity provisions
*Nondiscrimination provisions of 92.350

*Labor provisions of 92.354:

a. Davis Bacon (for projects with 12 or more units)

b. Section 3

c. Contract Work Hours and Safety Standards Act

d. Anti-Kickback Act

e. Fair Labor Standards

*Conflict of interest provisions of 92.356(f)

*Affirmative marketing and minotity/women outreach requirements of 92.351 (for projects with
five or more units)

Guidelines for marketing and managing accessible units, if applicable

Funds Disbursement

A. When and how HOME funds can be requested

&

*Statement that developer may not request disbursement of funds until funds are needed for payment

of eligible costs

TE g0

*Statement that amount of disbursement request must be limited to the amount needed
. How often HOME funds can be requested
Change order process and requirements

Documentation needed to substantiate costs, including approvals for construction work, weekly

payroll records, progress reports

G. How and when costs will be paid

H. Retainage that will be withheld and conditions under which the retainage is released

Chapter 1: HOME Progran Requirements That Every Owner Must Understand
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Attachment 1-2: Checklist of Elements in a Written Agreement
between a PJ and an Owner of Rental Housing (continued)

*CHDO Provisions if owner, developer, sponsor is a CHDO using set-aside funds

A. *Specify applicable provisions of 92.300 and 92.301, including:
1. CHDO proceeds- whether the CHDO retains CHDO proceeds or returns them to the PJ
2. If CHDO retains proceeds, how they can be used

3. Whether any funds are for project-specific technical assistance or site control loans and if so, the
amount and terms of those funds

B. Tenant participation plan

C. Grievance procedures

Reporting and Record-Keeping Provisions

A. *What reports must be submitted to the PJ

B. How often must reports be submitted

C. Reserve right to change reporting requirements, as needed

D. *What records must be maintained by the owner/developet/sponsor

E. Reserve right to review records and reports by PJ, HUD, IG, etc.

F. How long must records be retained

G. Additional reporting or record-keeping requirements imposed by the PJ on the project

*Enforcement Provisions

Reserve the right to inspect properties and units
*Recorded deed restriction to secure affordability requirements
Definition of breach of the agreement/default
. Requitements for the PJ to notify the owner/developer/sponsor of a default of the agreement, if any

*Remedies or penalties for noncompliance/breach of agreement

0mg o0 R

*Statement that repayment of HOME funds is required if the housing does not meet the affordability
requirements for the period of affordability

| | | |
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Attachment 1-2: Checklist of Elements in a Written Agreement
between a PJ and an Owner of Rental Housing (continued)

General Provisions

A. *Anti-lobbying language, as required by Consolidated Plan certifications, in accordance with 24 CFR
91.225, 91.325, and 91.425 for local governments, states, and consortia respectively

*Duration of the agreement for throughout the affordability period
How agreement can be cancelled without cause
. Whether and how the owner/developet/sponsor can assign the agreement to another party

How the agreement can be modified or amended

mE Do w

Insurance requirements imposed by PJ, such as property insurance, workers compensation, employers’
liability insurance, commercial general liability insurance, risk property damage insurance

o

. PJ requirements related to project publicity

s

. Indemnification

1. PJ approval of subcontractors

Whether agreement is binding to successors and assigns
Waiver of jury trial in the event of legal proceedings

Form of notice, as it may be required in agreement

20 R/

. Additional requirements imposed by the PJ on the project

| | | |
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Chapter 2: Property Owner’s Responsibilities
for Managing a HOME-Assisted Property

2.1. Overview

This chapter summarizes the key asset and property management
functions that impact the property’s financial and physical viability. This
chapter explains the owner’s responsibility to monitor the property’s

overall well-being and for meeting the HOME requirements for HOME-

assisted properties, even when the owner contracts out rental
management functions to staff or a third party.

2.2. Owner’s Obligation for Asset and Property
Management

By securing effective asset and property management, owners can
influence how well a property meets HOME requirements and remains
financially viable.

The asset manager plans for and monitors the financial health of the
property. This entails establishing and monitoring the operating,
maintenance, and capital expenditure budgets for the property; and
ensuring that the property’s rental income covers the property’s
expenses. The owner typically retains the overall responsibility for asset
management but may hire a professional asset manager. In addition to
the owner’s interest in maintaining a profitable and reputable property,
asset management is important to HOME compliance because the long-
term financial and physical viability of the property affects the owner’s
ability to comply with HOME’s long-term requirements to keep the
property affordable.

The property manager carries out the day-to-day operations of the
property, which involve leasing, marketing, and unit maintenance
functions. HOME requirements impact these functions directly and
significantly. These functions are often carried out by staff or a
professional property management entity. If the owner hires a property
manager, it is critical that the property manager understands the HOME
requirements and obligations that apply to the property, in order to
monitor the property manager’s work.

For more information on asset and

property management, see:

Chapter 2: Property Owner’s Responsibilities for Managing a HOME-Assisted Property

HUD’s model program guide, Asset
Management: Strategies for Successful
Operation of Affordable Rental Housing
(HUD 2018-CPD, May 2000). This
guide is available at no cost from
Community Connections at 1-800-998-
9999.

HUD?’s training course, Staying HOME:
Property and Asset Management.
Information on this training course is
available at:

http:/ /www.cpdtraininginstitute.com.
The Institute of Real Estate
Management (IREM) 430 North
Michigan Avenue, Chicago, Illinois
60611.

Phone, 800-837-0706.

Web page: www.irem.org.
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Summary of HOME Requirements:
Asset and Property Management

The HOME Program imposes several requirements that have a direct impact on
how property management functions are carried out in a HOME-assisted
property. These relate to tenant income limits, rent restrictions, minimum
property standards, marketing, and record-keeping. Most HOME requirements
have a less direct impact on asset management functions. However, effective

asset management is also important because the long-term financial and physical
health of a HOME-assisted property directly impact an owner’s ability to
maintain a property as affordable housing for low-income households.

Owners must be sure the asset and property managers they hire or contract with
understand the HOME requirements and carry out their functions in a way that
complies with HOME rules. Owners must enter into written agreements as a way
of enforcing the HOME requirements

See Section 2.2B, Questions 8 and 9, for a
discussion on written agreements between
the owner and the property manager.

24

A. Asset Management: Ensuring the Property Is Financially
and Physically Viable

1. Is Asset Management Required by the HOME Program?

No. Generally, asset management tasks are 7oz specifically required by the
HOME Program. However, the HOME Program requires that a
HOME-assisted property be maintained as affordable housing
throughout the affordability petiod. To do this, a property must remain
tinancially and physically viable. The asset manager undertakes important
tasks that ensure that the property remains financially and physically
viable. How well these tasks are performed ultimately affects the success
of a HOME-assisted rental property’s operations.

Although not required by HUD, the PJ can impose specific requirements
on a property manager to ensure that these asset management tasks are
undertaken. The PJ should identify these requirements in its written
agreement with the owner.

2. What Asset Management Tools Might a PJ Require?

The PJ might require the owner to submit a management plan and
performance goals for the property for its review, in order to monitor the
property’s long-term financial and physical health.

3. What Are Performance Goals?

Performance goals describe how the owner would like its HOME-
assisted property to perform from a financial perspective. These goals are
communicated to the property manager and are the basis for the
property manager’s reports to the owner. The owner should specify these
goals in a written agreement with the property manager.
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4. How Are Performance Goals Tracked?

Progress towards performance goals are tracked by using a small number
of “key indicators” that relate directly to the specific goal and can be
measured and monitored frequently.

For example, in order to assess the performance goal of full occupancy,
the owner might use the occupancy rate as a measurable indicator. By
tracking the occupancy rate over time, the owner knows how well the
property is meeting its full occupancy goal. This information then helps
managers make operational decisions, such as how much marketing to
conduct and where.

5. What Indicators Are Typically Included in Petformance Goals?

The following indicators help owners track a number of common
property management goals:

e Rent collection rate; e Expense to budget ratio;
e Vacancy rate; e Outstanding accounts receivable;
e Turnover rate; e Outstanding accounts payable; and

Resident satisfaction.

e Compliance with HOME standards;

e Work order completion;

6. What Is a Management Plan?

The management plan is a tool that owners and asset managers use to
guide property oversight. It describes how the operations of property
management will be carried out for a specific property.

Typically, the owner and/or the asset manager develops and adopts a
management plan that establishes the systems and procedures the
property manager uses to ensure that property operations comply with
HOME requirements as well as the PJ’s and the owner’s specific
requirements. It can be helpful to involve the property manager in the
development of the management plan.

7. What Topics Are Addressed in a Management Plan?

The management plan might include topics such as:

e Site management; e Marketing;
o DPersonnel, e Maintenance;
e Financial operations; e Procurement;
e Rents; o Tenant relations;
e Leasing; e Record-keeping;
e Tenant selection; e Reports; and
e Wiaiting lists; e Supplemental services,
e Terminations; if applicable.
| | |
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See Chapter 6, Section 6.3 for a
discussion of the owner’s monitoring
obligations.
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8. Does the PJ Use the Management Plan?

Yes. The PJ should review the management plan to ensure that property
management procedures reflect all applicable laws and requirements and that
the plan for the property’s financial and physical management appears feasible
over the long-term. A comprehensive management plan facilitates the PJ’s and
owner’s monitoring of compliance during the affordability period.

B. Property Management: Ensuring HOME Compliance
1. What Are the Key Roles of the Property Manager?
Some of the key roles of a property manager include:

e Marketing the property; e Collecting rents;
e Screening applicants; e Enforcing leases;

e Determining and documenting e Maintaining the property;

tenant income-eligibility; e Managing property finances;

* Selecting tenants; e Keeping records; and

e Hstablishing rents; e Submitting reports.
2. Why Is Property Management Important to a HOME-Assisted
Property?

The HOME requirements directly affect neatly all aspects of property
management: marketing, tenant selection, establishing rents, property
maintenance, and record-keeping.

3. Who Carries Out Property Management Functions in a HOME-
Assisted Property?

Property management functions may be carried out by the owner directly, or
the owner may hire a professional property manager—an individual or a
tirm—to oversee the ongoing operations and maintenance of the HOME-
assisted property.

4. If the Owner Hires a Property Manager, Is the Owner Still
Responsible for HOME Compliance?

Yes. Regardless of whether the owner hires a professional property manager,
the PJ holds the owner accountable for compliance. Therefore, owners must
also hold their asset and property managers accountable for compliance,
monitor their performance, and take corrective actions if problems arise.

- | -
Chapter 2: Property Owner’s Responsibilities for Managing a HOME-Assisted Property



5. What Steps Can an Owner Take To Ensure Its Property
Manager Complies with HOME Requirements?

The owner can take a number of steps to ensure that the property
manager complies with the HOME requirements:

e Seclect competent and knowledgeable staff or contractor(s);

e Provide the property manager with detailed guidance on the HOME Chapters 3, 4, and 5 provide detailed
requirements and obligations that apply to the property. If a property information that the property manager
manager does not already have experience in managing HOME-assisted needs to manage HOME-assisted
properties, the owner should train the property manager in the HOME properties.
requirements. Even a HOME-experienced property manager will need to
be apprised of the specific rules that apply to a patticular propetty, such
as whether the property has fixed or floating units, which units are
HOME-assisted, or what affirmative marketing procedures apply.

Owners should be sure that their property managers understand how the
HOME requirements affect each of area of property management.

e Execute legally enforceable written agreements with the property See Section 2.2B, Questions 8 and 9, in this
manager that include all applicable HOME requirements as well as chapter for a discussion on written
legal enforcement provisions; and agreements between the owner and the

. roperty managet.
e Monitor and oversee th