Executive Summary

AP-05 Executive Summary - 24 CFR 91.200(c), 91.220(b)

1. Introduction

The Commonwealth of Kentucky 2023 Annual Action Plan (AAP) guides the investment of federal
housing and community development funds. The AAP is a requirement of the U.S. Department of
Housing and Urban Development, through which the state receives an annual entitlement, or formula
grant, from each of these funds: Community Development Block Grant (CDBG), the HOME Investment
Partnerships (HOME) Program, the Emergency Solutions Grant Program (ESG), the Housing Trust Fund
(HTF) Program, and the Housing Opportunities for Persons with AIDS Fund (HOPWA). These funds are
allocated to address housing, homelessness, and community development needs throughout the
Commonwealth over the next year. The AAP includes the non-entitlement areas of the state of
Kentucky. The Commonwealth uses HOME funds for affordable housing. The Commonwealth uses CDBG
funds to help develop viable communities by providing decent housing and a suitable living environment
and by expanding economic opportunities, principally for low- and moderate-income persons. ESG funds
are used for: assisting persons experiencing literal homelessness (e.g., those living on the streets, in
emergency shelters, or transitional housing, including people fleeing domestic violence, dating violence,
and stalking) and those at risk of becoming homeless; homeless shelter services and operations; and
street outreach activities. The HOPWA program assists low-income individuals diagnosed with HIV/AIDS
and their family members living with them. The Commonwealth uses HTF funds to serve the rental
needs of extremely low-income households.

2. Summarize the objectives and outcomes identified in the Plan

This could be a restatement of items or a table listed elsewhere in the plan or a reference to
another location. It may also contain any essential items from the housing and homeless needs
assessment, the housing market analysis or the strategic plan.

The primary objective of HUD’s Entitlement Programs is to develop viable communities through the
provision of decent housing, a suitable living environment, and expanded economic opportunities.

e Goal 1: HOME Homeowner Activities. Increase the production of new affordable housing and
continue to support the rehabilitation and resale of affordable housing.

e Goal 2: HOME Rental Assistance. Increase access to affordable housing through rental
assistance.

e Goal 3: HOME Multifamily Activities. Increase access to housing by creating or rehabilitating
affordable rental housing for low-income individuals.
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e Goal 4: ESG Activities. Improve a wide range of supportive services and permanent housing
opportunities for persons experiencing homelessness.

e Goal 5: HOPWA Activities. Improve housing assistance and related supportive services for low-
income persons living with HIV/AIDS and their families.

e Goal 6: CDBG Housing. Expand access to affordable housing opportunities for persons of low-
and moderate-income.

e Goal 7: CDBG Economic Development. Enhance economic stability and prosperity by increasing
economic opportunities for residents through job creation, retention, and business assistance.

e Goal 8: CDBG Public Facilities. Improve the quality of life through funding community projects
and foster revitalization of community structure.

e Goal 9: CDBG Public Services. Maintain funding to Recovery Kentucky programs.

e Goal 10: CDBG Public Improvements/Infrastructure. Increase the quality of life including
water/sewer improvements and flood drainage improvements.

e Goal 11: HTF Multifamily Activities. Increase access to affordable rental housing for extremely
low-income and very low-income households.

3. Evaluation of past performance

This is an evaluation of past performance that helped lead the grantee to choose its goals or
projects.

The previous Consolidated Plan and it associated AAPs included goals and strategies to preserve existing
multifamily housing and increase the supply of affordable multifamily housing units; outlined programs
that focus on assisting persons with special needs and persons experiencing homelessness; and
described efforts and initiatives that focused on the revision of existing programs to focus on
homelessness prevention, rapid re-housing of persons experiencing homelessness, and supportive
housing for persons with disabilities.

Overarching housing needs that remain constant over time are persons with special needs require
supports to obtain and retain housing; households in the lowest income categories are housing cost-
burdened in high numbers; and there remains a severe shortage of affordable, decent housing. Aging
housing stock remains a concern. Older, single-family homes may not be energy efficient, which causes
utilities to cost more and contribute to housing cost burden. Multifamily housing units constructed
decades ago need rehabilitation. Affordable rental projects financed in the past are nearing the end of
their affordability periods and are at risk of loss.

Future focus will remain on improving the existing housing stock, creating new affordable housing units,
coordinating housing and services in partnership with other agencies for persons with special needs, and
creating economic opportunities for Kentucky's families. Additional information on past performance
can be found in the Consolidated Annual Performance and Evaluation Reports (CAPERS) that KHC and
DLG submit to HUD each year in September. These reports are available on KHC's web site at
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www.kyhousing.org, under Resources. CAPER reports include data on the number of housing units
funded, number of housing units completed, economic development, infrastructure, and other
community projects, as well as demographic information on households assisted under different
programs.

4. Summary of Citizen Participation Process and consultation process

Summary from citizen participation section of plan.

The Citizen Participation Plan can be found on KHC's website at https://www.kyhousing.org/Planning-
Documents/Pages/Consolidated-Plan.aspx. In accordance with the Citizen Participation Plan, prior to
final development of the Action Plan, KHC and DLG held a public hearing to obtain views of citizens,
public agencies, and other interested parties on community and housing needs. The hearing was
advertised the very beginning of March and was publicized using direct electronic mail notification, web
announcements, and newspaper advertisements, including Spanish-language publications. At the
hearing on March 16, 2023, KHC and DLG presented information regarding the allocations the State
expects to receive and the range of activities that may be undertaken. The public comment period after
drafting the Action Plan took place from April 3, 2023, through May 5, 2023. KHC and DLG encouraged
active participation of the Plan by stakeholders who are affected by Community Development Block
Grant (CDBG), HOME Investment Partnerships (HOME) funds, Housing Opportunities for Persons with
AIDS (HOPWA) funds, Emergency Shelter Grants (ESG) funds, and Housing Trust Funds (HTF).

5. Summary of public comments

This could be a brief narrative summary or reference an attached document from the Citizen
Participation section of the Con Plan.

There were no public comments received at the public hearing. During the public comment period, KHC
and DLG received comments regarding: the value of maintaining affordable housing with funding from
HOME and NHTF in impoverished and in rural counties, the use of CDBG funds for neighborhood or
scattered site development and revitalization, and the usefulness of American Rescue Plan Act funds
that provided additional opportunities to serve people in the community. Please see the attachments in
AD-26 for full remarks.

6. Summary of comments or views not accepted and the reasons for not accepting them
There were no comments or views not accepted.
7. Summary

This plan identifies the need to provide affordable housing and economic opportunities. This plan also
addresses the state's intention to utilize funding using the most effective means possible.
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PR-05 Lead & Responsible Agencies - 91.300(b)

1. Agency/entity responsible for preparing/administering the Consolidated Plan

The following are the agencies/entities responsible for preparing the Consolidated Plan and those responsible for administration of
each grant program and funding source.

Agency Role Name Department/Agency
CDBG Administrator KENTUCKY Dept for Local Government/Office of Federal Grants
HOPWA Administrator KENTUCKY KHC Housing Contract Administration
HOME Administrator KENTUCKY KHC Housing Contract Administration/Multifamily
ESG Administrator KENTUCKY KHC Housing Contract Administration
HOPWA-C Administrator KENTUCKY Specialized Housing Resources
KENTUCKY KHC Multifamily Programs

Table 1 — Responsible Agencies

Narrative

Consolidated Plan Public Contact Information

Erica Abrams Yan

Kentucky Housing Corporation

1231 Louisville Road

Frankfort, KY 40601
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eyan@kyhousing.org

502-564-7630, extension 795

Toll free in Kentucky only: 800-633-8896

TTY711
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AP-10 Consultation - 91.110, 91.300(b); 91.315(1)

1. Introduction

KHC and DLG endeavor to consult with partners, state and federal agencies, local governments, non-
profit and for-profit housing developers, citizens, and many other parties interested in providing input
prior to and during the drafting of this plan. Consultation with all entities is ongoing throughout the
year. In addition to formal public hearings prior to drafting the Action Plan, KHC and DLG engaged
partners and other interested parties at meetings for the Kentucky Balance of State Continuum of Care
(KY BoS CoC), Housing Policy Advisory Committee, Affordable Housing Trust Fund Committee, and
others. These forums offer the opportunity for constant communication and feedback on needs and
priorities. DLG consults, on a regular basis, with the Kentucky Division of Water DOW and Kentucky
Emergency Management regarding the management of flood prone areas, public land or water
resources while reviewing CDBG applications. DLG has also consulted with the Kentucky Public Services
Commission regarding the expansion of internet services (broadband) installation in Eastern Kentucky.

The following provides additional details on these coordination activities.

Provide a concise summary of the state's activities to enhance coordination between public
and assisted housing providers and private and governmental health, mental health and
service agencies

The state enhances coordination through the Housing Policy Advisory Committee, which plays an active
role in advising KHC regarding affordable housing issues. The committee consists of 10 ex-officio state
government members, 17 at-large members appointed by KHC's Board, a member of the Senate, and a
member of the House of Representatives.

KHC and the state Cabinet for Health and Family Services (CHFS) work closely together on numerous
initiatives, such as LIHEAP Weatherization. KHC has full-time dedicated staff tasked to coordinate
housing and services initiatives funded by KHC and the Cabinet.

KHC regularly engages with the CHFS Department for Medicaid Services (DMS) regarding housing
supportive services strategies.

KHC promotes the Department for Behavioral Health, Developmental and Intellectual Disabilities
(DBHDID) online SOAR (SSI/SSDI, Outreach, Access, and Recovery) trainings to its partner agencies
providing homeless services. SOAR teaches case managers how to thoroughly complete disability
applications. With techniques from these trainings, more disability applications will be approved upon
the first submission. Although SSI/SSDI will not lift households above the poverty line, it can help
households sustain an income and medical insurance, and with housing assistance, can be as sufficient
as the individual has capacity to be.
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Permanent supportive housing (PSH) projects funded through the Continuum of Care Program serve
individuals and families experiencing homelessness where a household member has a documented
disability. These projects are designed as part of the CoC strategy to promote access to housing and
intensive housing-focused case management and supportive services to assist persons experiencing
homelessness in the transition from streets and emergency shelters to permanent housing and promote
permanent housing stabilization, especially persons experiencing chronic homelessness. The projects
are renewable annually through the CoC application. KHC is also supporting the development of
additional units of PSH via the HOME-ARP program and Low-Income Housing Tax Credit (LIHTC) set
asides.

Please see additional details in the Narrative section below.

Describe coordination with the Continuum of Care and efforts to address the needs of
homeless persons (particularly chronically homeless individuals and families, families with
children, veterans, and unaccompanied youth) and persons at risk of homelessness

KHC is the lead planning agency for the Kentucky Balance of State Continuum of Care (118 of Kentucky's
120 counties). In addition to coordinating the Kentucky Balance of State CoC, KHC works with the state
Cabinet for Health and Family Services to manage programs that assist homeless veterans, persons with
persistent mental iliness, and youth aging out of foster care, three populations that are at high risk of
becoming homeless.

The Homeless and Housing Coalition of Kentucky is the lead agency for the Kentucky Interagency Council
on Homelessness (KICH), on which KHC serves as a standing member. KICH is composed of
representation from state government, nonprofit agencies, and advocacy agencies who collaborate and
perform duties related to serving special needs populations, including those experiencing homelessness.
Representatives of state cabinets and nonprofit organizations (including, but limited to, those who serve
veterans, persons experiencing homelessness, families with children and youth aging out of foster care)
are active participants on the executive committee and subcommittees.

KHC offers to other agencies that serve persons experiencing homelessness across the state the
opportunity to participate in the U.S. Department of Housing and Urban Development's Continuum of
Care (CoC) Program. The CoC is a local or regional system for helping people who are homeless, or at risk
of homelessness, by providing housing and services appropriate to the whole range of homeless needs
in the community. Through the CoC Program, agencies can serve clients with supportive services,
transitional housing, permanent supportive housing, or rapid re-housing.

Describe consultation with the Continuum(s) of Care that serves the State in determining how
to allocate ESG funds, develop performance standards for and evaluate outcomes of projects
and activities assisted by ESG funds, and develop funding, policies and procedures for the
operation and administration of HMIS
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The Kentucky BoS CoC process, which includes ESG planning, begins at the local level with six regions
across 118 counties. KHC holds at least one meeting for the entire BoS CoC membership annually, in
addition to regular meetings of the BoS CoC Advisory Board, the planning body tasked with CoC-wide
planning to address homelessness. The BoS CoC Advisory Board consists of representatives from six
regions within the BoS CoC as well as ex-officio members representing the Kentucky Coalition Against
Domestic Violence (KCADV) and the Homeless and Housing Coalition of Kentucky (HHCK) and at-large
members representing community organizations not funded through ESG or CoC. The City of Lexington
as well as the City of Louisville have their own CoC application process and are funded separately from
the BoS CoC.

In the KY BoS CoC, homeless service providers, victim service providers, Managed Care Organizations,
healthcare providers, veterans’ services providers, community leaders, advocates, and homeless service
clients meet annually in the six BoS CoC regions. Additionally, KHC, as Collaborative Applicant,
coordinates the BoS CoC Advisory Board which guides the decisions and planning efforts affecting the
BoS CoC. The BoS CoC Advisory Board, made up of 12 elected agency representatives from across each
BoS CoC region and of a cross-section of homeless and special needs service providers, will continue to
be a pivotal link to the BoS CoC and the larger services community. The Advisory Board will work with
ESG staff on implementation of the HEARTH Act rules, analyzing system performance, and
recommending funding mechanisms that allow for the best service delivery across the state and to all
populations. In addition, the BoS CoC Advisory Board assists KHC with the evaluation of the Coordinated
Entry System overseen and managed by KHC. The BoS CoC Advisory Board meets bi-monthly for
continued planning and governance. At numerous planning meetings held throughout the year,
participants evaluate their service delivery system, coordinate plans to avoid duplication, share
resources, and establish goals for eliminating gaps in the local delivery system. This community-based
process assesses services from prevention to stabilization in permanent housing, and housing retention.
The BoS CoC evaluates system performance using data collected from CoC and ESG-funded agencies,
along with the VA’S Supportive Services for Veteran Families (SSVF) program and the U.S. Health and
Human Services Runaway and Homeless Youth (RHY) program. Performance expectations for ESG and
CoC-funded projects are set in collaboration between the BoS CoC Advisory Board and KHC.

KHC, as the Collaborative Applicant for the KY BoS CoC, has the unique opportunity and ability to reach
out to members of the CoC to obtain feedback and guidance. Through regular BoS CoC Advisory Board
meetings and annual CoC membership meetings, information is routinely shared on the anticipated
timeline for the allocation of the Emergency Solutions Grant funds. CoC Webinars give KHC ESG staff an
opportunity to present information about the annual plan and to field questions from CoC partner
agencies on the potential roll-out of the funding.

Additionally, KHC holds KY Bos CoC meetings where ESG staff present updates to program guidelines
and request feedback on potential changes to the allocation process in future funding rounds. KHC ESG
program staff also maintain regular communication with the Louisville and Lexington CoCs. This allows
them to provide regular information about and receive feedback on the Kentucky ESG process. In
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collaboration with the BoS CoC, all ESG-funded agencies are required to participate in the BoS CoC
Coordinated Entry System.

2. Agencies, groups, organizations and others who participated in the process and
consultations
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Table 2 — Agencies, groups, organizations who participated

1

Agency/Group/Organization

Homeless and Housing Coalition of Kentucky

Agency/Group/Organization Type

Housing

PHA

Services - Housing
Services-Children
Services-Elderly Persons
Services-homeless
Regional organization
Planning organization

What section of the Plan was addressed by Consultation?

Homeless Needs - Chronically homeless
Homeless Needs - Families with children
Homelessness Needs - Veterans
Homelessness Needs - Unaccompanied youth
Homelessness Strategy

Briefly describe how the Agency/Group/Organization was
consulted. What are the anticipated outcomes of the
consultation or areas for improved coordination?

HHCK is consulted year-round and is a partner in the management of
homeless and housing goals.

Agency/Group/Organization

FAHE

Agency/Group/Organization Type

Housing

Services - Housing
Services-Health
Services-Education
Regional organization
Planning organization

What section of the Plan was addressed by Consultation?

Economic Development
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Briefly describe how the Agency/Group/Organization was Participated in the public comment period. This agency is a partner and
consulted. What are the anticipated outcomes of the cooperates year-round to achieve housing and economic development

consultation or areas for improved coordination?

goals. Please see the Citizen Participation documents attached to this

plan for FAHE's comments.

Identify any Agency Types not consulted and provide rationale for not consulting

There were no agency types not consulted or provided an opportunity to consult. Efforts were made to include a wide range of community
stakeholders. No agencies were intentionally excluded from participation. Organizations and individuals were given the opportunity to
participate in a public hearing on March 16, 2023, and provide comments on the Plan during the public comment period from April 3, 2023,

through May 5, 2023.

Other local/regional/state/federal planning efforts considered when preparing the Plan

Name of Plan

Lead Organization

How do the goals of your Strategic Plan overlap with the goals of each plan?

Continuum of Care

Kentucky Housing Corporation

Plans focus on the priority populations and activities including All In: The Federal
Strategic Plan to end Homelessness (Chronically Homeless, Veterans, Families with
Children and Unaccompanied Youth). ESG funds and CoC funds both give local scoring
preference to agencies that target funds to be used for those populations. Additionally,
Rapid Re-Housing continues to be encouraged as a successful housing delivery method
under both federal funding sources.
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Name of Plan

Lead Organization

How do the goals of your Strategic Plan overlap with the goals of each plan?

Housing Needs
Assessment (2018)

Kentucky Housing Corporation

The Housing Needs Assessment provides a snapshot of housing in the state of
Kentucky. The Assessment is an overview of survey results from program partners in
Kentucky, and program evaluation of current KHC services, along with 2018 Kentucky
demographic information. The Assessment provided a demand analysis of Multifamily
Programs, Housing Choice Voucher Program, and Homeless Outreach Programs (CoC,
ESG, and HOPWA). The identified demands overlap with Goal 2: HOME Rental
Assistance, Goal 3: HOME Multifamily Activities, Goal 4: Emergency Shelter Grant
Activities, Goal 5: HOPWA Activities, and Goal 11: Housing Trust Fund Multifamily
Activities.

Kentucky Strategic
Plan to End
Homelessness
(2018)

Kentucky Interagency Council
on Homelessness

Kentucky made great strides toward improving statewide strategies to address
planning and coordination of behavioral health, primary care services, and access to
permanent housing to reduce homelessness. Goals established in the Strategic Plan to
End Homelessness overlap with annual Action Plan goals: 1) Goal 4: Emergency
Solutions Grant Activities: the Strategic Plan seeks to encourage and support agencies
providing emergency shelter and/or crisis beds to lower programmatic barriers to
services 2) Goal 9: CDBG Services providing support for Recovery Kentucky as the
Strategic Plan seeks to strengthen the discharge process for persons exiting substance
abuse programs.

Kentucky Hazard
Mitigation Plan
(2018)

Kentucky Emergency
Management

The Commonwealth of Kentucky Enhanced Hazard Mitigation Plan for 2018 allow the
Commonwealth to maximize mitigation activity and administer a comprehensive
mitigation program and effectively use mitigation funding. Goal IV of the Mitigation
Plan: Increase integration of commonwealth and federal agencies policies, programs,
funding sources, projects, and planning (to reduce vulnerabilities to jurisdictions and to
commonwealth-owned and commonwealth-operated buildings, infrastructure, and
critical facilities). Overlaps with the goals of Goal 8: CDBG Public Facilities and Goal 10:
CDBG Public Improvements/Infrastructure.
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Name of Plan Lead Organization How do the goals of your Strategic Plan overlap with the goals of each plan?

The annual report is a comprehensive review of the findings from the Recovery
Kentucky program, a program to help Kentuckians recover from substance abuse,

Recovery Center Kentucky Housing providing housing and recovery services for up to 2,200 persons. The report

Outcome Study Corporation/University of emphasizes the value of recovery services as a key part of the state commitment to
Annual Report Kentucky Center on Drug & intervening with the growing problem of substance abuse in Kentucky. This goal
(2023) Alcohol Research overlaps with Goal 9: CDBG Services providing ongoing support for Recovery Kentucky.

The most recent report may be accessed at
https://cdar.uky.edu/RCOS/RCOS_2023 Report.pdf

Table 3 - Other local / regional / federal planning efforts

Narrative

Continued from above:

KHC, through its Housing Choice Voucher program available in 87 counties, created the Kentucky Moving On initiative in 2017. The program is a
partnership with the Kentucky Balance of State Continuum of Care whereby persons currently in CoC-funded permanent supportive housing
units who are no longer in need of intensive case management and supportive services may transition out of the PSH-funded resource into a
Housing Choice Voucher within the community. The program allows people who achieved housing stability to transition into community-based
housing and frees up limited PSH resources for persons with more severe needs, such as those experiencing chronic homelessness.

Additionally, via competitive grants awarded in 2019 and 2020, KHC received 300 Mainstream Vouchers that serve households with a non-
elderly member with a disability. These vouchers can serve many persons experiencing or who have experienced homelessness in need of a
permanent housing subsidy. Continuum of Care partner agencies refer clients with a history of homelessness to KHC for these vouchers.

In 2019, KHC’s Housing Choice Voucher program was awarded 74 Family Unification Program (FUP) vouchers to assist transition-age youth and
families. The program can assist the following two household types:
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e Families for whom the lack of adequate housing is a primary factor in the imminent placement of the family's child(ren) in out-of-home
care or the delay in returning child(ren) to the family from out-of-home care. (No time limit on assistance for FUP families.)

e Youth 18-24 years of age who left foster care, or will leave foster care within 90 days, in accordance with a transition plan and are
homeless or are at risk of becoming homeless. (Maximum of 36 months.)

Case workers with the Cabinet for Health and Family Services refer clients to KHC for Family Unification Program vouchers.

In July 2021, KHC’s Housing Choice Voucher program was awarded 257 new Emergency Housing Vouchers (EHV) through the American Rescue
Plan (ARP) of 2021. EHV vouchers are to address the continued impact of COVID-19 pandemic on the economy, public health, State and local
governments, individuals, and businesses. The program can assist the following Individuals and families:

e Experiencing homelessness

e At Risk of Experiencing homelessness

e Fleeing, or attempting to flee, domestic violence, dating violence, sexual assault, stalking, or human trafficking

e Recently homeless and for whom providing rental assistance will prevent the family’s homelessness or having high risk of housing
instability

Continued from above:

KHC communicates weekly with partners via the eGram electronic newsletter service. Thousands of people subscribe to this service for
messages on ESG and other programs. KHC uses this tool to invite comments on various programs and policies. KHC is regularly engaged with
ESG and CoC-funded service providers via regular meetings of and electronic communications with the 15 regional BoS CoC Coordinated Entry
System Local Prioritization Communities (LPCs) that refer persons experiencing homelessness to available housing resources.
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AP-12 Participation - 91.115, 91.300(c)

1. Summary of citizen participation process/Efforts made to broaden citizen participation
Summarize citizen participation process and how it impacted goal-setting

In accordance with the Citizen Participation Plan, prior to final development of the Action Plan, KHC and DLG held a public hearing to obtain
views of citizens, public agencies, and other interested parties on community and housing needs. The hearing was advertised the very beginning
of March 2023 and was publicized using direct electronic mail notification, web announcements, and newspaper advertisements, including
Spanish-language publications. At the hearing on March 16, 2023, KHC and DLG presented information regarding the allocations the State
expects to receive and the range of activities that may be undertaken. The public comment period after drafting the Action Plan took place from
April 3, 2023, through May 5, 2023. KHC and DLG encouraged active participation of the Plan by stakeholders who are affected by Community
Development Block Grant (CDBG), HOME Investment Partnerships (HOME) funds, Housing Opportunities for Persons with AIDS (HOPWA) funds,
Emergency Shelter Grants (ESG) funds, and Housing Trust Funds (HTF).
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Citizen Participation Outreach

other language:
Spanish

the translated notices
can be found in the
appendix in Section
AD-26.

Sort Order | Mode of Outreach | Target of Outreach Summary of Summary of Summary of comments URL (If
response/attendance | comments received not accepted applicable)
and reasons
Public notices for the
public hearing on
March 16, 2023, were
placed in the
Louisville Courier-
Non- ] There were no There were no
Journal and Lexington
1 Newspaper Ad targeted/broad comments comments not
. Herald-Leader. )
community L received. accepted.
Affidavits of
publication can be
found in the
appendix in Section
AD-26.
Public notices for the
public hearing on
L March 16, 2023, were
Minorities . .
placed in the Spanish
. language publications | There were no There were no
Non-English .
2 Newspaper Ad ] . Al Dia and El comments comments not
Speaking - Specify .
Kentubano. A copy of | received. accepted.
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3 Internet Outreach

Non-
targeted/broad
community

Residents of Public
and Assisted
Housing

Homeless and
Support Services

KHC maintains email
distributions lists
called "eGrams".
Information
regarding the Action
Plan was distributed
to recipients on these
lists via e-mail. The
lists are a mixture of
real estate agents,
mortgage lenders,
single- and
multifamily
developers, non-
profit partners (those
part of the CoC,
helping with ESG, and
other service
providers that work
with KHC's Housing
Contract
Administration), and
minority- and
women-owned
businesses
(MBE/WBE). A copy
of the eGram
message can be
found in the

There were no
comments
received.

There were no
comments not
accepted.
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Sort Order | Mode of Outreach | Target of Outreach Summary of Summary of Summary of comments URL (If
response/attendance | comments received not accepted applicable)
and reasons
Appendix in AD-26.
This eGram message
contains a Notice of
Public Hearing for
March 16, 2023.
A public hearing was
held on March 16,
Non- 2023. The minutes of | There were no There were no
4 Public Hearing targeted/broad the hearing are comments comments not
community attached to this Plan | received. accepted.
in the appendix in
Section AD-26.
Public notices for the
public comment
period from April 3,
2023, to May 5, 2023,
were placed in the
Non- Louisville Courier- There were no There were no
5 Newspaper Ad targeted/broad Journal and Lexington | comments comments not
community Herald-Leader. received. accepted.

Affidavits of
publication can be
found in the
appendix in Section
AD-26.
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Sort Order | Mode of Outreach | Target of Outreach Summary of Summary of Summary of comments URL (If
response/attendance | comments received not accepted applicable)
and reasons

KHC and DLG
received comments
regarding: the
value of
maintaining
affordable housing
with funding from

KHC advertised via HOME and NHTF in

eGrams review of the | impoverished and

Action Plan and its in rural counties,

associated the use of CDBG

documents on its funds for

Non- . . There were no
website. The eGram neighborhood or
6 Internet Outreach | targeted/broad L . . comments not
. invited interested scattered site
community accepted.

parties to submit any
comments during the
public comment
period from April 3,
2023, to May 5, 2023.

development and
revitalization, and
the usefulness of
American Rescue
Plan Act funds that
provided additional
opportunities to
serve people in the
community. Please
see the
attachments in AD-
26 for full remarks.
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Expected Resources

AP-15 Expected Resources — 91.320(c)(1,2)
Introduction

In addition to newly allocated block grant funds, estimates of program income and recaptured funds from prior years are included in each year's
allocation plan. Please note there is no Program Income expected for CDBG, HOPWA, ESG, and HTF.

Anticipated Resources

Program | Source Uses of Funds Expected Amount Available Year 1 Expected Narrative Description
of Funds Annual Program Prior Year Total: Amount
Allocation: Income: $ | Resources: S Available
S S Remainder
of ConPlan
$
CDBG public - | Acquisition DLG expects to provide funding to
federal | Admin and projects in non-entitlement areas
Planning of the state. Priorities include:
Economic CDBG Housing, Public Services,
Development Economic Development, and
Housing Other Housing and/or Service
Public Needs.
Improvements
Public Services 26,492,151 0 0| 26,492,151 | 26,492,151
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Program

Source
of Funds

Uses of Funds

Expected Amount Available Year 1

Annual
Allocation:

$

Program
Income: $

Prior Year
Resources:

$

Total:

$

Expected
Amount
Available
Remainder
of ConPlan

$

Narrative Description

HOME

public -
federal

Acquisition
Homebuyer
assistance
Homeowner
rehab
Multifamily
rental new
construction
Multifamily
rental rehab

New construction

for ownership
TBRA

15,095,567

1,993,388

7,909,600

24,998,555

15,095,567

Grant from U.S. Department of
Housing and Urban Development
to address affordable housing
needs.
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Program | Source Uses of Funds Expected Amount Available Year 1 Expected Narrative Description
of Funds Annual Program Prior Year Total: Amount
Allocation: Income: $ | Resources: S Available
S S Remainder
of ConPlan
$
HOPWA | public- | Permanent Grant from U.S. Department of
federal | housingin Housing and Urban Development
facilities dedicated to the housing needs
Permanent of people living with HIV/AIDS.
housing
placement
Short term or
transitional
housing facilities
STRMU
Supportive
services
TBRA 1,392,747 0 0| 1,392,747 | 1,392,747
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Program | Source Uses of Funds Expected Amount Available Year 1 Expected Narrative Description
of Funds Annual Program Prior Year Total: Amount
Allocation: Income: $ | Resources: S Available
S S Remainder
of ConPlan
$
ESG public - | Conversion and Grant from U.S. Department of
federal | rehab for Housing and Urban Development

transitional to address needs and services for
housing persons experiencing
Financial homelessness or persons at risk
Assistance of homelessness.
Overnight shelter
Rapid re-housing
(rental
assistance)
Rental Assistance
Services
Transitional
housing 2,656,768 0 0| 2,656,768 | 2,656,768

OMB Control No: 2506-0117 (exp. 09/30/2021)

Annual Action Plan

2023

24




Program | Source Uses of Funds Expected Amount Available Year 1 Expected Narrative Description
of Funds Annual Program Prior Year Total: Amount
Allocation: Income: $ | Resources: S Available
S S Remainder
of ConPlan
$
HTF public - | Acquisition Housing Trust Fund, multifamily
federal | Admin and housing for extremely low-
Planning income and very low-income
Homebuyer households.
assistance
Multifamily
rental new
construction
Multifamily
rental rehab
New construction
for ownership 3,515,069 0 0| 3,515,069 | 3,515,069
Other public - | Other
federal 0 0 0 0 0

Table 5 - Expected Resources — Priority Table

Explain how federal funds will leverage those additional resources (private, state and local funds), including a description of how

matching requirements will be satisfied

Federal funds will continue to be leveraged with other resources to achieve the objectives of this plan. Matching requirements will be achieved

through a variety of methods. Kentucky is fortunate in that a majority of our recipients — nonprofits, private developers, and units of local

government — have contributed a large amount of matching funds with their projects. In fact, in the past, HOME recipients have provided

enough matching funds annually to allow the state to carry match forward to future years. In addition, KHC will continue to provide matching

funds, if needed. Periodically, the amount of HOME matching funds required is reduced due to high unemployment rates, natural disasters, or
other factors determined by HUD.
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There are several block grant programs that are allocated by the state through a competitive system. This system provides an incentive for
applicants to include leverage and matching funds in the project that count toward federal match requirements. Some programs award points to
applicants that propose more than the required leverage and matching funds. This encourages applicants to blend funds with other programs to
provide for affordable housing opportunities. Other programs require a set amount of proposed match and/or leverage to be eligible for
funding. Applicants are also encouraged to contribute additional funds to their project, including, but not limited to, bank loans and other state
and federal grants/loans.

KHC and DLG encourage applicants to utilize several sources of funds from the private sector, state programs and local programs to assist in
meeting HUD matching requirements to increase the amount of funds available to provide affordable housing.

Each ESG recipient must match the funding provided by ESG with an equal value of contributions from other sources. These funds must be
provided after the date of the grant award. In calculating matching funds, recipients may include the value of any donated material or building,
the value of the lease of a building, staff salaries paid by the grantee and volunteer time. The recipient may not include funds used to match any
previous ESG grant or any other grant. It is anticipated that matching funds will come from a variety of sources, both public and private. Each
sub-recipient of ESG funds will be required to match their allocation at a one-to-one level or higher. Because many agencies will be able to use
in-kind donations of both goods and services as well as cash contributions, it is anticipated that the Kentucky State ESG program will access
enough matching funds.

HOPWA recipients are not required to meet a minimum match requirement, but recipients must coordinate their funding with the
administration of federal and state AIDS service funding. At any time, leverage may be one of the factors used in evaluating and ranking HOPWA
proposals.

In general, CDBG applicants receive higher priority for funding if they provide matching funds. Kentucky’s CDBG Small Cities Small Program is
fortunate that the majority of recipients contribute some amount of matching funds.
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If appropriate, describe publically owned land or property located within the jurisdiction that
may be used to address the needs identified in the plan

Cities and counties may contribute public land to a CDBG project.
Discussion
Continued information about match requirements:

In general, CDBG applicants receive higher priority for funding if they provide matching funds.
Kentucky’s CDBG Small Cities Small Program is fortunate that the majority of recipients contribute some
amount of matching funds. Guidelines for the Recovery Housing program are in progress.

There is no matching funds requirement for National Housing Trust Fund (HTF) project applicants.
However, because these funds are the smallest portion of total project costs, matching and leverage
funds will be provided by project-based rental assistance, bond financing, low-income housing tax
credits, and other financing mechanisms. The amount of non-federal funding associated with most
projects will be substantially higher than the amount of HTF funding allocated to the project.

Finally, The Commonwealth of Kentucky adheres to the match requirements for CDBG, HOME and ESG.
The match requirements by program are as follows:

CDBG: After the first $100,000, the Commonwealth matches, dollar for dollar, all eligible administrative
expenses.

HOME: HOME funds are used in conjunction with the Commonwealth’s Affordable Housing Trust Fund
Dollars. KHC also tracks other eligible match sources allowed by program regulations.

ESG: Funds are matched in an amount that equals the fiscal year grant amount for ESG.

These match practices will be continued through the duration of the 2020 to 2024 Consolidated
Planning period.

KHC is the designated administrator of the federal Low-Income Housing Tax Credit (LIHTC) program,
governed by Section 42 of the Internal Revenue Code of 1986, as amended (Code), and all Treasury
regulations, for the Commonwealth of Kentucky. This program is coordinated with HOME and other
funding, including state Affordable Housing Trust Fund, National Housing Trust Fund and KHC Housing
Assistance Funds to produce and rehabilitate the maximum number of affordable rental units possible.
Entities applying for tax credits apply for other forms of funding/financing through KHC by way of a
consolidated application.
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Additional affordable housing and economic development programs are currently active in the state of
Kentucky although not administered under this plan or by KHC or DLG. Additional agencies and entities
that offer programs and funding are:

e  Kentucky Small Business Development Centers

e Kentucky Department of Behavioral Health, Developmental and Intellectual Disabilities
e Kentucky Economic Development Cabinet

e Fannie Mae

e Federal Emergency Management Agency and Kentucky Emergency Management Agency
e Federal Housing Administration

e Federal Home Loan Bank

e Kentucky Historic Preservation Office

e U.S. Department of Housing and Urban Development

e Kentucky Association of Counties

e Kentucky Department of Veterans Affairs

e Kentucky Domestic Violence Association

e Kentucky Economic Development Finance Authority (KEDFA)
e Kentucky Infrastructure Authority

e Kentucky Justice Cabinet/Department of Corrections

e Kentucky League of Cities

e Kentucky Rural Economic Development Authority

e Kentucky Transportation Cabinet

e USDA Rural Housing Service

e US Small Business Administration

e US Army Corps of Engineers

e US Veterans Administration
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Goals Summary Information

Annual Goals and Objectives
AP-20 Annual Goals and Objectives — 91.320(c)(3)&(e)

OMB Control No: 2506-0117 (exp. 09/30/2021)

2023

Sort Goal Name Start | End Category Geographic Needs Addressed Funding Goal Outcome
Order Year | Year Area Indicator
1 HOME Homeowner Activities | 2020 | 2024 | Affordable Non- Production of New Affordable HOME: | Homeowner
Housing Entitlement | Housing $7,249,581 | Housing Added:
Geographic | Rehabilitation of Affordable 48 Household
Area Housing Housing Unit
Homeowner
Housing
Rehabilitated: 3
Household
Housing Unit
2 HOME Rental Assistance 2020 | 2024 | Affordable Non- Rental Assistance HOME: | Tenant-based
Housing Entitlement $2,999,827 | rental assistance
Geographic / Rapid
Area Rehousing: 400
Households
Assisted
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Sort Goal Name Start | End Category Geographic Needs Addressed Funding Goal Outcome
Order Year | Year Area Indicator
3 HOME Multifamily Activities 2020 | 2024 | Affordable Non- Production of New Affordable HOME: | Rental units
Housing Entitlement | Housing $14,749,147 | constructed: 24
Geographic | Rehabilitation of Affordable Household
Area Housing Housing Unit
Permanent Supportive Rental units
Housing rehabilitated: 20
Household
Housing Unit
4 Emergency Shelter Grant 2020 | 2024 | Homeless Non- Rental Assistance ESG: | Tenant-based
Activities Entitlement | Rapid-Rehousing $2,656,768 | rental assistance
Geographic | Emergency Shelter / Rapid
Area Homelessness Outreach Rehousing: 575
Prevention of Homelessness Households
Other Housing and/or Service Assisted
Needs Homeless
Person
Overnight

Shelter: 2800
Persons Assisted
Homelessness
Prevention: 250
Persons Assisted

OMB Control No: 2506-0117 (exp. 09/30/2021)

Annual Action Plan

2023

30




Sort Goal Name Start | End Category Geographic Needs Addressed Funding Goal Outcome
Order Year | Year Area Indicator
5 HOPWA Activities 2020 | 2024 | Non- Non- Rental Assistance HOPWA: | Tenant-based

Homeless Entitlement | Other Housing and/or Service $1,392,747 | rental assistance
Special Needs | Geographic | Needs / Rapid
Area Rehousing: 75
Households
Assisted
Other: 475
Other
6 CDBG Housing 2020 | 2024 | Affordable Non- Production of New Affordable CDBG: | Homeowner
Housing Entitlement | Housing $3,443,980 | Housing
Geographic | Rehabilitation of Affordable Rehabilitated:
Area Housing 30 Household
Homebuyer Rehabiliation and Housing Unit
Development
7 CDBG Economic 2020 | 2024 | Non-Housing Non- Economic Development CDBG: | Businesses
Development Community Entitlement $5,033,509 | assisted: 7
Development | Geographic Businesses
Area Assisted
8 CDBG Public Facilities 2020 | 2024 | Non-Housing Non- Public Facilities CDBG: | Other: 35000
Community Entitlement | Other Housing and/or Service $9,007,331 | Other
Development | Geographic | Needs
Area
9 CDBG Services 2020 | 2024 | Recovery Non- Public Services CDBG: | Other: 1100
Kentucky Entitlement $2,914,137 | Other
Services Geographic
Area
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Goal Descriptions

Sort Goal Name Start | End Category Geographic Needs Addressed Funding Goal Outcome
Order Year | Year Area Indicator
10 CDBG Public 2020 | 2024 | Non-Housing | Non- Public CDBG: | Other: 30000

Improvements/Infrastructure Community Entitlement | Improvements/Infrastructure $6,093,195 | Other
Development | Geographic

Area
11 Housing Trust Fund 2020 | 2024 | Non-Housing | Statewide Production of New Affordable HTF: | Rental units

Multifamily Activities Community Housing $3,515,069 | constructed: 20

Development Rehabilitation of Affordable Household
Housing Housing Unit
Table 6 — Goals Summary

Goal Name HOME Homeowner Activities

Goal Down payment and first mortgage assistance; owner-occupied rehabilitation, owner-occupied new construction.
Description

Goal Name HOME Rental Assistance

Goal Tenant-based rental assistance.

Description

Goal Name HOME Multifamily Activities

Goal Rehabilitation of rental housing with or without acquisition; new construction.

Description
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Goal Name Emergency Shelter Grant Activities

Goal Emergency shelter facility operations and services, rapid-rehousing, homeless prevention, street outreach, and other

Description | eligible ESG program activities.

Goal Name HOPWA Activities

Goal Short Term Rental, Mortgage, and Utility assistance and services to allow persons with HIV/AIDs to retain housing.

Description | Tenant-based rental assistance to help clients obtain permanent housing. Supportive services to provide needed
counseling assistance with childcare, nutritional classes, etc. Permanent housing placement to pay for first month’s rent
and deposits in order to obtain housing. Housing information services to assist clients with information needed to obtain
housing.

Goal Name CDBG Housing

Goal Assistance for construction, rehabilitation, or homebuyer assistance for single family and multifamily affordable housing.

Description

Goal Name CDBG Economic Development

Goal To improve local economies and the economic well-being of the people of Kentucky while protecting the environment.

Description | Encourage private investment that will result in the creation of new jobs, primarily for the unemployed and
underemployed. Discourage the out migration of businesses that employ and serve the local population.

Goal Name CDBG Public Facilities

Goal To improve the quality of life through funding community projects requested by individual communities to enhance

Description | community pride and involvement and perpetuate local identity. Enable local communities to provide services they have

determined are important but generally cannot afford. Foster a revitalization of community structure to help
communities help themselves. Promote energy efficiency in new construction and rehabilitation projects especially the
use of Energy Star qualified products.
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9 | Goal Name

CDBG Services

Goal
Description

To improve the lives of citizens by helping them overcome chemical addictions and avoid the risk of homelessness.
Provide operational costs to support new and existing residential substance abuse centers. Provide support to
educational programs for at-risk or LMI persons with substance abuse issues.

10 | Goal Name

CDBG Public Improvements/Infrastructure

Goal To provide public facilities to eliminate conditions which are detrimental to the public health and safety and which thus
Description | detract from further community development or which are necessary to meet other essential community needs. Improve
existing public facilities. Provide new facilities when warranted by recent population growth or when essential needs
exist.
11 | Goal Name Housing Trust Fund Multifamily Activities
Goal New construction or rehab of affordable rental properties.
Description
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AP-25 Allocation Priorities —91.320(d)

Introduction:

Kentucky's block grant funds will be distributed throughout the state on a competitive basis for eligible activities through several methods
described in the individual program guidelines for each program. Units of local government, nonprofit and for-profit entities will be able to apply
for funding to carry out eligible activities. This distribution system allows eligible agencies to apply for funding for activities that will address the
priority needs for their local community, as housing and community development needs vary widely across Kentucky. Funds awarded to local
communities will also address the needs addressed in the state's Consolidated Plan. In addition to local community needs, DLG and KHC have
identified the following needs that will be addressed with funding via Kentucky's formula allocation funds: the need to increase the supply of
affordable homeownership and rental units; the need to preserve the existing supply of subsidized rental units; the need to identify permanent
housing solutions for persons experiencing homelessness; the need to support local government's efforts to increase their job/tax base, improve
and expand public facilities, and offer services tailored to local needs. The allocation distribution in the table below is an estimate. Depending
upon the types of applications received, DLG and KHC may reallocate funding between eligible activities. The distribution in the table below does
not include administrative costs, contingencies for disasters, CHDO operating, and HMIS. CHDO set-aside has been included in homeowner
activities, although CHDOs are eligible to apply for funding for all activities.

Funding Allocation Priorities

Emergency Housing
HOME HOME HOME Shelter CDBG CDBG Trust Fund
Homeowner Rental Multifamily Grant HOPWA CDBG Economic Public CDBG CDBG Public Multifamily
Activities Assistance | Activities Activities | Activities | Housing | Development | Facilities | Services | Improvements/Infrastructure | Activities
(%) (%) (%) (%) (%) (%) (%) (%) (%) (%) (%)

CDBG 0 0 0 0 0 13 19 34 11 23 (
HOME 29 12 59 0 0 0 0 0 0 0 (
HOPWA 0 0 0 0 100 0 0 0 0 0 (
ESG 0 0 0 100 0 0 0 0 0 0 (
HTF 0 0 0 0 0 0 0 0 0 0 10C

Other
RHP 0 0 0 0 0 0 0 0 0 0 (
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Table 7 — Funding Allocation Priorities
Reason for Allocation Priorities
Housing priorities are considered equal.

How will the proposed distribution of funds will address the priority needs and specific objectives described in the Consolidated
Plan?

HOPWA Activities (100% of HOPWA) - Funds are limited to this priority. All will be used to address HOPWA needs.

HOME Homeowner Activities (29% of HOME); HOME Rental Assistance (12% of HOME); HOME Multifamily Activities (58% of HOME) - HOME
distributions seek to optimize the impact of HOME funds across the Balance of State. Homeowner and TBRA activities are important, but the
greatest priority is on preservation and creation of affordable rental units across the state. If KHC received more HOME funding, the percentage
might be recalibrated to fund more homebuyer development and TBRA.

ESG Activities (100% of ESG) - Funds are limited to this priority. All will be used to address ESG needs.

CDBG Housing (13% of CDBG); CDBG Economic Development (19% of CDBG); CDBG Public Facilities (34% of CDBG); CDBG Services (11% of
CDBG); CDBG Public Improvements/Infrastructure (23% of CDBG) - CDBG distributions seeks to optimize the impact of CDBG funds across the
Balance of State and to address demand across priorities that far outstrips available CDBG.

HTF Multifamily Activities (100% of HTF) - Funds are for the most part limited to this priority. All will be used to address the preservation and/or
creation of rental units affordable to extremely low-income households.

Funds are distributed based on an estimate of the types of applications the state expects to receive.
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AP-30 Methods of Distribution — 91.320(d)&(k)

Introduction:

Each program covered by this Action Plan has a unique timeline and method for distributing its funds. Kentucky's block grant funds will be
distributed throughout the state on a competitive basis for eligible activities through several methods described in the program guidelines for
each program for the purposes of preserving existing affordable housing as well as fostering new affordable housing opportunities. Units of local
government, nonprofit, and for-profit entities will be able to apply for funding to carry out eligible activities, subject to the limitations of each
program. This distribution system allows eligible agencies to apply for funding for activities that will address the priority needs for their
community. In addition, funds awarded to local communities will also address the housing needs outlined in the state's Consolidated Plan.
Eligible activities and recipient types for each block grant program are specifically addressed in their distribution plans.

Distribution Methods

Table 8 - Distribution Methods by State Program

1 State Program Name:

Community Development Block Grant Program

Funding Sources:

CDBG
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Describe the state
program addressed by
the Method of
Distribution.

The HUD CDBG Program provides assistance to communities for use in revitalizing neighborhoods,
expanding affordable housing and economic opportunities, assisting with community emergency relief,
providing infrastructure, improving community facilities, and providing operational costs for Recovery
Kentucky substance abuse centers. With the participation of their citizens, communities can devote these
funds to a wide range of activities that best serve their own development priorities. DLG works directly with
eligible units of local government in distributing CDBG funds, which are awarded on a competitive basis
through an open application process. Local governments are best equipped to understand the needs of their
individual communities and, through an open application process, present projects for funding that are
ready to proceed. To strengthen gaps in this process, DLG conducts training for local officials and grant
administrators. Training acquaints the officials with the regulatory requirements of the program.
Information included that assists in ensuring strong applications and successful projects includes
environmental requirements, labor standards, procurement standards, fair housing and equal opportunity
and concerns related to construction and housing.

Describe all of the
criteria that will be used
to select applications
and the relative
importance of these
criteria.

All cities and counties in Kentucky are eligible for participation in the CDBG Program except for the cities of
Ashland, Bowling Green, Covington, Elizabethtown, Henderson, Hopkinsville, Owensboro, the City of
Lexington/Fayette County and City of Louisville/Jefferson County Metro Government which receive a direct
allocation of CDBG funds from the federal government. Applications are reviewed based on the following
criteria: need, necessary and reasonable expenditures of funds, and project effectiveness.
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If only summary criteria | The CDBG Program Guidelines, including detailed information about each eligible activity, are available at:
were described, how https://kydlgweb.ky.gov/FederalGrants/CDBG_cities.cfm.

can potential applicants
access application
manuals or other

state publications
describing the
application criteria?
(CDBG only)

Describe the process for | N/A
awarding funds to state
recipients and how the
state will make its
allocation available

to units of general local
government, and non-
profit organizations,
including community
and faith-based

organizations. (ESG
only)
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Identify the method of | N/A
selecting project
sponsors (including
providing full access to
grassroots faith-based
and other

community-based
organizations). (HOPWA

only)
Describe how resources e Public Facilities - $8,834,662
will be allocated among e Economic Development - $5,005,449

funding categories. ,
e Housing - $3,353,572

e Community Projects - $5,803,703
e Public Services (Recovery Kentucky) - $2,600,000

e Community Emergency Relief Fund - TBD based on need
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Describe threshold
factors and grant size
limits.

e Economic Development (Traditional) - $1,000,000 Individual; $2,000,000 Multi-Jurisdiction
e Economic Development (Non-Traditional) - $250,000 Individual; $500,000 Multi-Jurisdiction
e Public Facilities - $1,000,000 Individual; $2,000,000 Multi-Jurisdiction

e Self-Help - $250,000 Individual; $500,000 Multi-Jurisdiction

e Housing - $1,000,000 Individual

e Community Projects - $750,000 Individual

e Community Emergency Relief Fund (CERF)- Determined on need

e Public Services (Recovery Kentucky) Existing Facilities - $200,000

e Public Services (Recovery Kentucky) New Facilities - $200,000

What are the outcome
measures expected as a
result of the method of
distribution?

Recipients must acknowledge that they will be required to submit performance measure information to DLG
to meet this reporting requirement. As part of this process, each recipient will be required to complete a
Program Completion Report at closeout. Some recipients, due to the nature of their projects (housing rehab
and job creation), will report annually. There are three main components of the Performance Measurement
System: Objectives, Outcomes and Indicators. Each component relates to a project activity. DLG will assign
one of three objectives related to the type of activity, funding source and goal/program intent.

Objectives include:
e Suitable Living Environment
e Decent Housing
e Economic Opportunity
e Improved Availability/Accessibility
e Improved Affordability

e Improved Sustainability

State Program Name:

Emergency Solutions Grants Program
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Funding Sources:

ESG

Describe the state
program addressed by
the Method of
Distribution.

ESG is designed for the rehabilitation or conversion of buildings for use as emergency shelter for those
experiencing homelessness, for the payment of certain expenses related to operating emergency shelters,
for essential services related to emergency shelters and street outreach for those experiencing
homelessness, and for homelessness prevention and rapid re-housing assistance.

Describe all of the
criteria that will be used
to select applications
and the relative
importance of these
criteria.

KHC awards ESG funding through a competitive application process. KHC will use a renewal funding round
for subrecipients awarded funding through the FFY22 competitive application process to award FFY2023 ESG
funds. KHC will hold another competitive application round in Spring 2024 to award FFY2024 ESG funds on a
2-year renewable basis. In the 2022 competition, applicants were evaluated on such areas as: local needs,
applicant experience/capacity/performance, project design, community coordination, and other factors,
such as adherence to best practices such as low-barrier shelter and Housing First principles and participation
in the KY BoS CoC’s Coordinated Entry System. Subrecipients receiving funding will continue to be required
to address how they will address and help eliminate fair housing impediments. In the 2022 competition,
which awards are being renewed through the 2023 renewal funding round, KHC most heavily considered an
applicant’s organizational capacity, project design, and community collaboration efforts.
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If only summary criteria | N/A
were described, how
can potential applicants
access application
manuals or other

state publications
describing the
application criteria?
(CDBG only)

Describe the process for | Through a two-year competitive application process, KHC will make ESG funds available to eligible non-
awarding funds to state | profits and local governments from the 118 counties in Kentucky that do not receive a direct allocation of
recipients and how the ESG as an entitlement area. All funds will be obligated to sub-grantees within 60 days of the date KHC enters
state will make its into its funding agreement with HUD. KHC accepts applications from all eligible applicants (including first-
time applicants and faith-based groups). KHC intends to open a two-year competitive application round for

FFY2024 ESG funds in the spring of 2024.

allocation available

to units of general local
government, and non-
profit organizations,
including community
and faith-based

organizations. (ESG
only)
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Identify the method of
selecting project
sponsors (including
providing full access to
grassroots faith-based
and other

community-based
organizations). (HOPWA
only)

N/A

Describe how resources
will be allocated among
funding categories.

As previously stated, funding for FFY23 will be awarded on a renewal basis for subrecipients awarded
funding through the FFY22 competitive application round. To reduce the time that families and individuals
remain homeless, shorten the length of stay in the homeless system, and prevent homelessness from
occurring, it is important to dedicate the resources necessary to achieve those outcomes. With the
implementation of the KY BoS CoC Coordinated Entry System, it is important to consider the unique needs of
local prioritization areas where collaboration is occurring. The KY BoS CoC Coordinated Entry System is
implemented by utilizing smaller groupings of counties called Local Prioritization Communities (LPCs) based
on Area Development District boundaries that work together to pool resources to serve those with the
highest needs and divert people from the system as appropriate. Some already have Rapid Re-Housing (RRH)
resources through the CoC program while other areas may not. Some areas may need more street outreach
or prevention resources based on their configuration of existing community resources. KHC anticipates
awarding the majority of FFY2023 ESG funding for RRH activities, followed by Shelter activities and then
Prevention and Street Outreach. KHC also allows subrecipients to request at least 3.75% for administrative
activities. KHC also encourages applicants to request funds to support HMIS-eligible activities to ensure
compliance with HUD reporting expectations and CoC strategic planning efforts.
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Describe threshold
factors and grant size
limits.

As previously stated, FFY2023 ESG funding will be distributed to recipients through a renewal funding round
held in spring 2023. In FYF22, no single application was able to request more than $150,000 of the total
amount of funds available. The only time a single applicant could submit more than one application is if the
project's facilities are in different counties. KHC made every effort to award limited resources as prudently
as possible and select those agencies with the greatest capacity to effectively administer the funds. The
amount of funds awarded depended on how well an application scored as well as the other considerations
such as expenditure rates of FFY2019, FFY2020, FFY2021, and FFY2022 ESG funding by each agency. KHC will
select projects based on project viability, applicant capacity, performance, community collaboration, and
program design. It is our goal to achieve as much geographic distribution as possible, while ensuring that the
strongest applications receive funding based on their total scores in FFY22. KHC reserves the right to award
greater than $150,000 to an organization if funds are available and the need is justified.

What are the outcome
measures expected as a
result of the method of
distribution?

The distribution of funds is intended to allow partners to make progress most effectively towards the CoC'’s
goal of homelessness being rare, brief, and non-recurring in the Kentucky Balance of State. The primary
outcomes KHC will monitor will be those established by HUD as part of the CoC System Performance
Measures that are relevant to ESG programs, which includes:

e Reduction in the average and median length of time persons remain homeless;
e Reduction in the percent of persons who return to homelessness;

e Reduction in the number of persons who are homeless;

e Number of persons who become homeless for the first time;

e Successful placement from Street Outreach; and

e Successful placement in or retention of Permanent Housing

State Program Name:

HOME Investment Partnerships Program

Funding Sources:

HOME
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Describe the state
program addressed by
the Method of
Distribution.

Possible activities eligible for funding include, but are not limited to:

Rehabilitation for homebuyer or rental properties

Acquisition, including down payment and closing cost assistance
New construction or preservation of rental or homebuyer properties
Tenant-based rental assistance

Demolition in conjunction with rehabilitation or new construction
Reconstruction of housing

Adaptive reuse

Homeless assistance (restricted to housing development activities for transitional or permanent
housing, and tenant-based rental assistance
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Describe all of the
criteria that will be used
to select applications
and the relative
importance of these
criteria.

Eligibility to apply for HOME funds will be no more restrictive than that required by HUD regulations. In
addition to meeting basic eligibility criteria, additional minimum threshold requirements may be set by KHC
during each funding round. These thresholds will be outlined in specific funding round application
guidelines. Applications may be submitted for homeownership, tenant-based rental assistance, and rental
activities. Announcements of funding availability will be announced via KHC's eGram web service.
Applications may be evaluated on factors such as: performance measures; project need/demand; financial
design and feasibility; project design; capacity of the development team; and readiness to proceed. KHC will
make every effort to work with applicants and offer technical assistance when completing an application.
After an application is given a conditional commitment of funding, the applicant must submit necessary
technical submission items to receive a full release of funds. In the event a recipient has not satisfactorily
performed under the terms of a prior written agreement with KHC, KHC reserves the right to not accept
subsequent applications. Plan for determining compliance with the 95 percent median purchase price
92.254(a)(2)(iii): The Final Rule published on July 24, 2013, established new homeownership value limits for
the HOME program. These new limits apply to homeownership housing when HOME funds are committed
on or after August 23, 2013, and remain in effect until HUD issues new limits. KHC will fully comply with the
95 percent median purchase price limits established annually by HUD. For existing housing, the new HOME
homeownership value limit is the greater of the 95 percent of the median purchase price for the area based
on Federal FHA single-family mortgage program data and other appropriate data that are available
nationwide for sale of existing housing in standard condition, or the minimum limit (or floor) based on 95
percent of the statewide, nonmetropolitan area median purchase price using this data. This limit
encompasses the total purchase/rehabilitation price, regardless of source of financing. KHC will use the
Homeownership Value limits released by HUD annually at: HOME Maximum Purchase Price/After-Rehab
Value - HUD Exchange.
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If only summary criteria
were described, how
can potential applicants
access application
manuals or other

state publications
describing the
application criteria?
(CDBG only)

N/A

Describe the process for
awarding funds to state
recipients and how the
state will make its
allocation available

to units of general local
government, and non-
profit organizations,
including community
and faith-based

organizations. (ESG
only)

N/A
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Identify the method of | N/A
selecting project
sponsors (including
providing full access to
grassroots faith-based
and other

community-based
organizations). (HOPWA
only)

Describe how resources | KHC cannot predetermine the use of HOME funds by activity. The amount of funds allocated for each

will be allocated among | activity will be based on the nature of applications received by KHC, the criteria described in the application
process and the extent to which proposals are consistent with the priorities identified in this plan. KHC will
make every attempt to distribute funds geographically, contingent upon overall housing demand. KHC has
estimated the distribution of funds by activity based on anticipated funds and has included program income
and recaptures. The distribution may change based on actual demand by activity. KHC anticipates that FFY
2021funds will be distributed approximately as follows (as of the date of publication for comment, HUD had

funding categories.

not announced funding):

e Homeowner activities, including new construction, rehabilitation, and
acquisition/rehabilitation/resale - $4,800,000. This includes CHDO set-aside funds.

e Tenant-Based Rental Assistance - $2,000,000

e Rental Production/Rehab - $9,712,990.49
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Describe threshold
factors and grant size
limits.

KHC imposed performance-based thresholds for HOME funds. Applicants will be required to meet annually
established expenditure and commitment thresholds as spelled out in application guidelines prior to
application submission. In FFY2023, KHC will allow eligible applicants to request up to $500,000 of HOME
funds for multifamily activities unless the project was preapproved for additional funding, and $500,000 for
single-family activities. KHC will allow eligible applicants to request a maximum of $500,000 of HOME funds
during an application round. The amount may decrease depending on the amount of available HOME funds.
KHC may impose a smaller amount for first time applicants, or applicants with limited experience. KHC may
allow higher amounts for multifamily projects utilizing tax-exempt bonds or based on the size and
complexity of projects. In addition, KHC reserves the right to allow single-family and TBRA activities to
request higher amounts if it is necessary to fully distribute HOME funding. Additionally, KHC will review the
capacity of applicants and may require applicants for HOME funds to meet a minimum capacity score to be
eligible for funding. Consideration will be given to factors such as past performance, current debt obligation
to KHC and compliance with past funding. KHC will reserve a minimum of 15 percent of the total amount of
HOME funds received for Community Housing Development Organizations (CHDOs). CHDOs apply to KHC to
develop, sponsor or own projects and will be eligible to undertake any eligible activity in accordance will 24
CFR Part 92 Subpart G. Due to the extensive network of nonprofit housing providers in the state, KHC
anticipates that the annual participation of CHDOs will exceed 15 percent of total HOME funds. To apply for
funds from the CHDO set-aside, an organization must be eligible to be a CHDO. KHC does not accept
certifications of other participating jurisdictions. KHC will evaluate the performance of any eligible
organization wishing to receive CHDO designation at the time of application. If the organization is successful
in the application process and is deemed a CHDO, CHDO operating funds may be awarded. CHDO operating
funds will be provided on a year-by-year basis provided funds are available and the CHDO has demonstrated
acceptable performance. To document its performance and be eligible to receive operating funds, the CHDO
must provide quarterly progress reports. CHDO operating funds are awarded on a yearly basis coinciding
with KHC's fiscal year. Draw requests for eligible expenditures may be made on a calendar quarter
reimbursement. KHC has imposed a maximum direct homebuyer subsidy cap of $40,000 per unit for and a
maximum development gap subsidy cap of $25,0000 for HOME-funded homeownership activities. However,
KHC reserves the right to allow subrecipients to exceed this maximum with prior written approval or a public
notice. All HOME funds used for homeownership activities will be required at a minimum to meet the HOME
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affordability period as established in 24 Part 92.254. Additional guidance on maximum subsidy cap and
affordability periods will be detailed in the 2023 Single Family Development and AHTF Home Repair NOFA
Competitive Application Guidelines Scoring Criteria as well as the KHC 2023 Single-Family Homebuyer
Development Policy Manual.

What are the outcome
measures expected as a
result of the method of
distribution?

KHC anticipates that due to the capacity and threshold requirements, there may be fewer applicants for
funding, but by increasing the allocation amounts, applicants with greater capacity will be awarded funds.
This will also allow KHC to meet newly imposed expenditure deadlines imposed with the new HOME
regulations in effect after August 23, 2013. Outcome measures include availability/affordability/accessibility
of decent affordable housing.

State Program Name:

Housing Opportunities for Persons with AIDS

Funding Sources:

HOPWA

Describe the state
program addressed by
the Method of
Distribution.

Any activity that qualifies under the HOPWA federal program rules may be awarded by KHC through the
federally funded state HOPWA Program, provided it is consistent with the Consolidated Plan and this Action
Plan. Activities eligible for funding include Tenant-Based Rental Assistance; Short-Term Rent, Mortgage,
and/or Utilities; Supportive Services; Resource Identification; Housing Information Services; Permanent
Housing Placement; and Administrative Fees. KHC reserves the right to further restrict any of the HOPWA
program guidelines, as approved by HUD.
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Describe all of the The FFY2023 allocation of HOPWA formula funding will be awarded to current HOPWA subrecipients on a
criteria that will be used | renewal basis resulting from a competitive application held in Spring 2023. KHC typically makes funds

to select applications available every three years through a competitive application process. The last competitive application

and the relative round was in 2022 using FFY21 funds that established a three-year renewal cycle. During the funding

. competition, applicants were reviewed based on project need and agency experience and funds will be
importance of these P PP proj gency exp

. awarded on a three-year basis.
criteria.

If only summary criteria | N/A
were described, how
can potential applicants
access application
manuals or other

state publications
describing the
application criteria?
(CDBG only)
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Describe the process for | N/A
awarding funds to state
recipients and how the
state will make its
allocation available

to units of general local
government, and non-
profit organizations,
including community
and faith-based

organizations. (ESG

only)

Identify the method of As described earlier in this section relating to the how funds are allocated and the criteria used to select
selecting project project sponsors, KHC utilizes a competitive application process every three years that is open to all eligible
sponsors (including applicants, including grassroots faith-based organizations and other community-based organizations. To be

providing full access to eligible to apply for funding, an organization need only meet the eligibility criteria established by HOPWA

. statute and regulations. KHC advertises the availability of applications on its website and notifies the public
grassroots faith-based ] ) o ) i
via electronic newsletters. One of the three organizations currently funded with HOPWA funds is Matthew

and other
25 AIDS Services, which was established by the Zion United Church of Christ in Henderson, KY.

community-based
organizations). (HOPWA
only)
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Describe how resources
will be allocated among
funding categories.

While KHC has not established minimum or maximum funding amounts by category, in general, most
agencies request the largest amount of funding for STRMU, TBRA, and services. Housing assistance in the
form of long- and short-term rent subsidies continues to be in high demand in all areas of the state.

Describe threshold
factors and grant size
limits.

At this time, threshold limits are not restricted. The amount of funds allocated for each activity will be based
on the nature of applications received by KHC. KHC will make every attempt to distribute funds
geographically, contingent upon overall application submission scoring. KHC will utilize carryover funds from
prior years and/or recaptured funds as necessary to meet the objectives of the state.
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What are the outcome
measures expected as a
result of the method of
distribution?

HOPWA programs will be evaluated based on the outcome measures currently identified in the HUD 40110-
D CAPER (Housing Status at program exit, reduced risk of homelessness and access to care and support),
with emphasis on housing status at program exit. Because the housing portions of STRMU and TBRA are
where most of the funds are utilized, the housing results will be most important.

State Program Name:

National Housing Trust Fund

Funding Sources:

HTF
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Describe the state
program addressed by
the Method of
Distribution.

The National Housing Trust Fund (HTF) program will be used to finance the construction or rehabilitation of
affordable rental housing whose units receive rental subsidy. Activities eligible for funding include
demolition in conjunction with rehabilitation or new construction, adaptive reuse of an existing structure
into affordable rental units, new construction of affordable rental units, and rehabilitation of existing rental
units. KHC may fund additional activities permitted by federal regulation. Activities that qualify under the
HTF Rule, Sections 24 CFR 93.200 — 203, may be financed by the HTF Program, provided it is consistent with
the Consolidated Plan, this Action Plan, and any NOFA or QAP issued to award HTF funds, as they may be
amended from time to time. Eligible recipients will be multifamily housing developers who meet KHC's
capacity threshold and who meet the criteria for successful applications for funding for new construction or
rehabilitation of affordable multifamily projects in Kentucky. Capacity is based on experience and capacity,
compliance monitoring history, financial management, and additional criteria related to the status of
projects in process, uncorrected compliance findings or concerns (if any), success of current
projects/properties, and credit rating of members of the development team. KHC supports development
teams that have successfully undertaken multifamily development or preservation projects for affordable
housing utilizing tax-exempt bonds during the preceding five years. Application submissions will be in
response to the 2023 Tax-Exempt Bond NOFA, as well as 2024 Low Income Housing Tax Credit (LIHTC)
Funding Round. Notification that applications are being accepted will be made via KHC's eGram service. The
LIHTC application is competitive. In addition to the bond and housing credits allocated, successful applicants
may be funded from other available sources for multifamily housing, including HOME and state Affordable
Housing Trust Fund. LIHTC applications will be reviewed and scored during the competitive process. The
development team information received will be reviewed to ensure the development team has the capacity
and financial strength to develop, construct and manage a LIHTC project. KHC’s credit committee will meet
to discuss and prioritize each response according to the final score and available credit.
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Describe all of the
criteria that will be used
to select applications
and the relative
importance of these
criteria.

KHC will focus on projects with some form of project-based rental assistance. Projects that have the highest
scores based on the scoring criteria established for the 2024 LIHTC Funding Round and/or preferences set
forth in the 2023 Tax-Exempt Bond NOFA will be considered for funding. Respondents must meet the
requirements of the 2023-2024 Qualified Allocation Plan (QAP) and 2023-2024 Multifamily Guidelines
located at: https://www.kyhousing.org/Partners/Developers/Multifamily/Pages/Applications-Guidelines-
Scoring.aspx. Projects must be completed and placed in service no later than 36 months after the date of the
closing of all KHC funds. All projects must clearly address one or more impediments to fair housing.
Respondents must identify fair housing impediments in KHC’s Analysis of Impediments to Fair Housing (Al).
If the project is in a HOME participating jurisdiction, the project must also address one or more impediments
in the local jurisdiction’s Al. Project Characteristics include but are not limited to - projects that preserve
multifamily property; adaptively reuse a building as affordable housing; new construction projects that are
part of a Community Revitalization Plan and the community has dedicated funding to support the plan.
Projects that have project-based Section 8 or other rental subsidy for at least 75 percent of units across the
collective project. Market Absorption and Market Capture Requirements - all projects, define and justify the
absorption period, absorption rate and capture rate for the property noting when the project is expected to
achieve 93 percent occupancy. Capture rates and absorption rates are required to recognize other funded
projects in its market study review. In the event two or more projects are submitted from the same
geographical region, KHC staff will determine, through market study reviews, that the targeted market for
that region will be able to absorb each project, noting the impact that capture rates and market absorption
will have on existing and proposed projects in the area also funded by KHC. Market study considerations
may cause a property or a project to be denied funding or have funding reduced during the application and
technical submission phase.
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If only summary criteria
were described, how
can potential applicants
access application
manuals or other

state publications
describing the
application criteria?
(CDBG only)

N/A

Describe the process for
awarding funds to state
recipients and how the
state will make its
allocation available

to units of general local
government, and non-
profit organizations,
including community
and faith-based

organizations. (ESG
only)

N/A
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Identify the method of | N/A
selecting project
sponsors (including
providing full access to
grassroots faith-based
and other

community-based
organizations). (HOPWA
only)

Describe how resources | The single funding category for this program is the production of new multifamily housing or rehabilitation
will be allocated among | of existing multifamily housing for households who are extremely low income (or very low income in years
funding categories. where adequate funding allows for more than one income level to be served under the program
regulations).
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Describe threshold
factors and grant size
limits.

Pursuant to HUD Notice 15-003, Interim Policy on Maximum Per-Unit Subsidy Limits for the HOME Program,
KHC has elected to utilize the HOME per-unit limits for the HTF program, as provided by HUD which
establishes the following per unit maximum:

0 Bedroom - $159,754
1 Bedroom - $183,132
2 Bedroom - $222,694
3 Bedroom — $288,094
4+ Bedroom — $316,236

There is no maximum award amount associated with this program. KHC will make every effort to distribute
HTF funds geographically. The ability to do so may be limited by the location of eligible applicants and
projects that receive adequate scoring to be funded. Projects must be completed within 36 months of the
date of the award of HTF funds. Recipients must present a project timeline demonstrating the ability to close
on all funds requested, including any bond transaction, by one year from application. KHC’s NHTF program
includes a requirement that assisted units also include rental subsidy. An exception may be made for mixed-
income developments or if funds remain unallocated after the issuance of a NOFA for NHTF funds. A second
funding round to allocate remaining funds may not include this provision. KHC’s program includes a 30-year
recorded land use restrictive covenant for all projects receiving NHTF Funding. While KHC’s priority housing
needs include affordable rental and homeowner housing, and tenant-based rental assistance as equal
priorities, KHC has focused on rental projects that serve special needs and the elderly as well as those that
preserve existing housing stock. NHTF funds will be allocated in conjunction with LIHTCs and Tax-Exempt
Bonds. Projects funded under the NHTF will be those that receive LIHTCs and Tax-Exempt Bond financing,
both of which are non-federal sources of funding, and leveraged funds will be the majority of funds in the
total financing of these projects.
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What are the outcome
measures expected as a
result of the method of
distribution?

Outcome measures include availability/affordability/accessibility of decent affordable housing.
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Discussion:

Each program has a specific, individual method for distribution of funds. KHC and DLG periodically
announce funding rounds via eGrams and on their websites.
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AP-35 Projects — (Optional)

Introduction:

# | Project Name

Table 9 — Project Information

Describe the reasons for allocation priorities and any obstacles to addressing underserved
needs
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AP-38 Project Summary

Project Summary Information

OMB Control No: 2506-0117 (exp. 09/30/2021)
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Project Name Target Area Goals Supported Needs Addressed Funding Description Target Date Est
anc
tha
frol
act

<TYPE=[pivot_table] REPORT_GUID=[54A4ED67473EDAEE248792836A1D83B0]>
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AP-40 Section 108 Loan Guarantee — 91.320(k)(1)(ii)

Will the state help non-entitlement units of general local government to apply for Section 108
loan funds?

Yes
Available Grant Amounts

The Section 108 Loan Guarantee Program will allow Kentucky to leverage up to five times its annual
CDBG allocation for large-scale economic development and community projects. Considering current
market conditions and to encourage development in Kentucky, the Commonwealth is now considering
applications from non-entitlement communities that the Commonwealth may submit to HUD on behalf
of these communities for the Section 108 Loan Guarantee program. Funds borrowed using Section 108
requires a pledge of the Commonwealth’s current and future CDBG allocations. The Section 108
program provides an additional source of funds to address significant economic development and
community projects which have a regional or statewide impact.

Acceptance process of applications

Applicants must submit an original and one (1) copy of a program specific project application. Activities
described in the application are reviewed to determine if they meet the fundability criteria as
established in the Housing and Community Development Act. Project activities must meet one of the
three National Objectives as referenced in Section Il. CDBG program staff review applications and
prepare a project summary/review. Staff submit their summary to a review committee designated by
the Commissioner. The committee will meet and evaluate projects based on the review criteria and staff
comments. The committee will determine approval, rejection, or deferral. In the event demand exceeds
the amount of funds available, those projects with the greatest need and effectiveness are for funding.
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AP-45 Community Revitalization Strategies — 91.320(k)(1)(ii)

Will the state allow units of general local government to carry out community revitalization
strategies?

Yes

State’s Process and Criteria for approving local government revitalization strategies

DLG does not have a designated Revitalization Program. DLG allows communities, within the regular
guidelines, to choose a specific area of focus and carry out various kinds of eligible revitalization
activities, over time. A city or county may include any eligible CDBG activity in a revitalization strategy.
Most of the activities fall in the Community Projects or Housing program areas. This includes projects
such as senior centers, health and wellness centers, housing rehabilitation, and slum and blight removal.
A community can choose to Economic Development projects as well. Many projects include partnerships
with funds from other sources and participation of non-project agencies. For additional information on
the process and approval of CDBG revitalization projects, please go to the DLG web page at
http://kydlgweb.ky.gov/FederalGrants/16_CDBG.cfm.
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AP-50 Geographic Distribution — 91.320(f)

Description of the geographic areas of the state (including areas of low-income and minority
concentration) where assistance will be directed

CDBG: Statewide, Excluding Entitlement cities/areas. All cities and counties in Kentucky are eligible for
participation in the CDBG Program except for the cities of Ashland, Bowling Green, Covington,
Elizabethtown, Henderson, Hopkinsville, Owensboro, the City of Lexington/Fayette County and City of
Louisville/Jefferson County Metro Government which receive a direct allocation of CDBG funds from the
federal government.

HOME: Based upon demand for available funds, KHC will make every effort to ensure that the HOME
funds are disbursed geographically. Reservations of HOME funds will be monitored throughout the year.
If deemed appropriate, KHC may discontinue allowing applications from certain areas of the state if the
area has already received greater funding as compared to other areas of the state. Such a hold on
applications would only continue until KHC could ascertain the demand for funds in all areas of the
state.

ESG: All of Kentucky's allocation must be made available to Balance of State Continuum of Care cities
and counties or private nonprofit organizations on a competitive basis. Because funds requested are
always more than what is available, KHC will continue the practice of only funding ESG applicants serving
clients in non-entitlement ESG areas. It is KHC's intention to fund eligible applicants representing a
broad geographic area in the state. A competitive application will be conducted in Spring 2023 to
allocate ESG funds on a 2-year basis with proportional renewals based on the changes in EHG
entitlement funding in the second year of the grant.

HOPWA: Eligible applicants are nonprofit agencies and local governments across the state. HOPWA
funding application awards have been very consistent for several years with funding reaching the entire
state. HOPWA-funded agencies cover large service areas, which allows for all counties within KHC’s
balance of state to be covered by HOPWA funding. A competitive application was conducted in 2022 to
allocate HOPWA funds on a 3-year renewable basis.

HTF: Based upon demand for available funds, KHC will make every effort to ensure that the HTF funds
are disbursed geographically.

All funds are allocated through competitive funding applications submitted for eligible activities.

Geographic Distribution

Target Area Percentage of Funds
Non-Entitlement Geographic Area 94
Statewide 6
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Table 10 - Geographic Distribution
Rationale for the priorities for allocating investments geographically

In general, investments are not allocated geographically. KHC will continue to make an effort in
distributing HTF funds geographically (by congressional district) dependent upon market need and
eligible projects. Tax Exempt Bond projects must adhere to Kentucky Housing Corporation’s QAP, which
includes a provision allowing KHC to allocate resources to achieve a mix of resource usage or
geographical distribution of resources among Kentucky’s congressional districts. Funding allocation
proposals are finalized through KHC's credit committee review. One of the purposes of the QAP is to
provide as many rental housing projects as possible while considering geographical need, size and cost
per unit, long-term viability depending on the funds available, applications received, and their location.
As part of the credit committee's selection process, the location of all proposed projects is reviewed to
determine if allocations are distributed across the state.

Not applicable for CDBG funding.

Discussion

Funds under HOME, ESG, and HOPWA are targeted to areas of the state that do not receive a direct
allocation from HUD. HTF funds may be allocated to projects located anywhere in Kentucky, based on
project ranking and limitations addressed in any NOFA issued. For this reason, the state estimates that
10% of funds will be allocated in the target area. Additional information on HTF funds is included in the
HTF Allocation Plan included in this Action Plan.
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Affordable Housing

AP-55 Affordable Housing — 24 CFR 91.320(g)

Introduction:

ESG shelter activities are included in the homeless goal.

One Year Goals for the Number of Households to be Supported
Homeless 2,800
Non-Homeless 300
Special-Needs 180
Total 3,280

Table 11 - One Year Goals for Affordable Housing by Support Requirement

One Year Goals for the Number of Households Supported Through
Rental Assistance 1,750
The Production of New Units 67
Rehab of Existing Units 55
Acquisition of Existing Units 0
Total 1,872

Table 12 - One Year Goals for Affordable Housing by Support Type

Discussion:

Homeless one-year goal includes persons in emergency shelters and those who received rapid-rehousing
assistance. Non-homeless are those who were assisted with homeless prevention funds. Special needs
goals include those who received HOPWA rental and/or short-term rental/mortgage/utility assistance.

One year goals in include:

® Rental assistance - HOME TBRA, HOPWA Tenant-Based Rental Assistance, and ESG Rapid-
Rehousing Assistance

o New Units - Homeownership and rental new construction units under HOME

e Rehab Units - HOME and CDBG homeowner rehab units and HOME rental rehab units.

Goals in both tables represent units completed during the year rather than those awarded funding in
keeping with HUD's annual reporting requirements.

Annual Action Plan 69
2023

OMB Control No: 2506-0117 (exp. 09/30/2021)



AP-60 Public Housing - 24 CFR 91.320(j)

Introduction:

The KHC Tenant Assistance Program (TAP) does not manage any public housing. The TAP continues to
administer the Housing Choice Voucher (HCV) Program in areas of the state that are not served by a
local public housing authority (PHA). KHC aggressively pursues any new voucher funding opportunities
to add to the current capacity of the HCV program.

As of December 2021, TAP served 4389 households through housing choice vouchers, including project-
based vouchers. Of households served, several were for designated special populations: 435
Mainstream 5; 350 Non-Elderly Disabled; 43 VASH; 257 Emergency Housing Choice Voucher (EHV).

There are approximately 106 public housing agencies in Kentucky that manage conventional public
housing units. PHAs play an important role in filling the gap between the need and supply of affordable
rental housing. These agencies provide housing for over 32,000 families statewide.

Actions planned during the next year to address the needs to public housing

The TAP is focused on program utilization during 2022, with a minimum of 98% of housing assistance
funds received from HUD expended for the calendar year. The TAP HCV Waiting List is currently closed
due to the high volume of applicants. Monthly voucher offers continue. TAP will continue to monitor the
need to open the HCV waiting list monthly. KHC will increase outreach to potential owners to maintain
an adequate supply of affordable housing for the HCV program.

KHC has been actively working with local PHA's as they pursue repositioning under HUD's Rental
Assistance Demonstration (RAD) Program. KHC has encouraged the use of tax-exempt bond financing to
assist with the RAD conversion process and have included preferences for PHA’s pursuing RAD in recent
Notification of Application of Funding (NOFA) opportunities.

KHC, through its Housing Choice Voucher program available in 87 counties, created the Kentucky
Moving On initiative in 2017. The program is a partnership with the Kentucky Balance of State
Continuum of Care whereby persons currently in CoC-funded permanent supportive housing units who
are no longer in need of intensive case management and supportive services may transition out of the
PSH-funded resource into a Housing Choice Voucher within the community. The program allows people
who have achieved housing stability to transition into community-based housing and frees up limited
PSH resources for persons with more severe needs, such as those experiencing chronic homelessness.
Additionally, via competitive grants awarded in 2019 and 2020, KHC received 300 Mainstream Vouchers
that can serve households with a non-elderly member with a disability. It is anticipated these vouchers
can serve many persons experiencing or who have experienced homelessness in need of a permanent
housing subsidy. Continuum of Care partner agencies refer clients with a history of homelessness to KHC
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for these vouchers.

KHC's HCV program continues to administer 74 Family Unification Program (FUP) vouchers awarded in
2019 to assist transition-age youth and families. The program can assist the following two household

types:

e Families for whom the lack of adequate housing is a primary factor in the imminent placement
of the family's child(ren) in out-of-home care or the delay in returning child(ren) to the family
from out-of-home care. (No time limit on assistance for FUP families.)

e Youth 18-24 years of age who left foster care, or will leave foster care within 90 days, in
accordance with a transition plan and are homeless or are at risk of becoming homeless.
(Maximum of 36 months.)

Case workers with the Cabinet for Health and Family Services refer clients to KHC for Family Unification
Program vouchers.

In July 2021, KHC's Housing Choice Voucher program was awarded 257 new Emergency Housing
Vouchers (EHV) through the American Rescue Plan (ARP) of 2021. EHV vouchers are to address the
continued impact of COVID-19 pandemic on the economy, public health, State and local governments,
individuals, and businesses. The program can assist the following Individuals and families:

e Experiencing homelessness

e At Risk of Experiencing homelessness

e Fleeing, or attempting to flee, domestic violence, dating violence, sexual assault, stalking, or
human trafficking

e Recently homeless and for whom providing rental assistance will prevent the family’s
homelessness or having high risk of housing instability

Actions to encourage public housing residents to become more involved in management and
participate in homeownership

The Family Self-Sufficiency (FSS) Program, administered by KHC, provides supportive services to
participants who possess a housing choice voucher when they sign a five-year contract of participation.
The ultimate goal of this program is to help participants become self-sufficient by obtaining employment
and becoming free of government assistance, including public housing. FSS participants receive
employment skills training, budget and credit counseling, money management tips and homeownership
education. KHC also establishes a savings account with monthly deposits based on the participant’s
increased earnings. FSS graduates are encouraged to use the escrow funds as a down payment on a
home, but this is not mandatory.

If the PHA is designated as troubled, describe the manner in which financial assistance will be
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provided or other assistance

KHC, as the balance of state PHA, is currently designated as a standard performer.

Discussion:
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AP-65 Homeless and Other Special Needs Activities — 91.320(h)

Introduction

Please see the appendix in AD-26 for the entirety of AP-65.

Describe the jurisdictions one-year goals and actions for reducing and ending homelessness
including

Reaching out to homeless persons (especially unsheltered persons) and assessing their
individual needs

Please see the appendix in AD-26 for the entirety of AP-65.
Addressing the emergency shelter and transitional housing needs of homeless persons
Please see the appendix in AD-26 for the entirety of AP-65.

Helping homeless persons (especially chronically homeless individuals and families, families
with children, veterans and their families, and unaccompanied youth) make the transition to
permanent housing and independent living, including shortening the period of time that
individuals and families experience homelessness, facilitating access for homeless individuals
and families to affordable housing units, and preventing individuals and families who were
recently homeless from becoming homeless again

Please see the appendix in AD-26 for the entirety of AP-65.

Helping low-income individuals and families avoid becoming homeless, especially extremely
low-income individuals and families and those who are: being discharged from publicly
funded institutions and systems of care (such as health care facilities, mental health facilities,
foster care and other youth facilities, and corrections programs and institutions); or, receiving
assistance from public or private agencies that address housing, health, social services,
employment, education, or youth needs

Please see the appendix in AD-26 for the entirety of AP-65.
Discussion

Please see the appendix in AD-26 for the entirety of AP-65.
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AP-70 HOPWA Goals — 91.320(k)(4)

for:

One year goals for the number of households to be provided housing through the use of HOPWA

Short-term rent, mortgage, and utility assistance to prevent homelessness of the individual or

family 150
Tenant-based rental assistance 75
Units provided in permanent housing facilities developed, leased, or operated with HOPWA
funds 0
Units provided in transitional short-term housing facilities developed, leased, or operated with
HOPWA funds 0
Total 225
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AP-75 Barriers to affordable housing — 91.320(i)

Introduction:

Many of the barriers to affordable housing in Kentucky are concentrated at the local level rather than at
the state level, as cities and counties establish regulations, plans and policies that affect their
jurisdiction. The overall demand for affordable housing and the lack of funding to fulfill the demand
continues to be the biggest barrier statewide. In 2020, KHC also drafted an updated Analysis of
Impediments. Please see the appendix in AD-26 attached to this plan for more details about actions
taken to address issues identified in the Al.

Actions it planned to remove or ameliorate the negative effects of public policies that serve
as barriers to affordable housing such as land use controls, tax policies affecting land, zoning
ordinances, building codes, fees and charges, growth limitations, and policies affecting the
return on residential investment

e Continue to promote and market the "Simply Home" exhibit to municipalities and institutions
across Kentucky as a vehicle for fair housing education and outreach. Though many of our
placements are on hold during COVID, we plan to update and consolidate the display, making it
more portable and usable. In the next fiscal year, we plan to focus on gathering more Success
Stories, which can be used to update the display

e Continue to allocate LIHTC funding to projects that prioritize higher opportunity areas and avoid
concentrations of affordable housing.

e Evaluate tools and methods to connect people to housing, such as housing service locator tools
and landlord recruitment.

Discussion:

KHC will continue its efforts to create and expand housing opportunities considering the above
referenced barriers. It will attempt to do so through education and funding.

With respect to the Simply Home exhibit, KHC curated it to showcase the faces of affordable housing
and how affordable housing creates good neighbors. Organizations serving partner and public audiences
may request this exhibit for showings in an accessible place by the public. Civic organizations, libraries,
museums, and other places that can accommodate the floor space for the 24-foot by 34-foot exhibit and
consider the 4-foot accessibility for compliance with ADA are great showcases for the exhibit. This
educational effort serves in part to reduce resistance to affordable housing.

Building on that, in February, KHC launched a social media campaign following a Lexington family that
bought their first home. They worried that homeownership would not be possible for them. Through
their story, KHC will show a year of firsts chronicling the excitement and challenges of homeownership.
It also will be an opportunity to highlight some of KHC programs along the way, including tax credits,
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DAP, the homebuying process. KHC hopes to replicate the campaign to highlight other segments of
affordable housing this year.
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AP-85 Other Actions — 91.320(j)

Introduction:

Actions planned to address obstacles to meeting underserved needs
KHC plans to address the following obstacles to meeting the housing needs of underserved populations:

Existing rental housing is lost due to expiring contracts and affordability periods. KHC is undertaking a
plan to preserve existing housing including offering financing programs to update and preserve
properties and extend affordability periods, ensuring the housing remains available to low-income
households. Part of KHC's efforts to meet this underserved need by increasing the supply of affordable
rental housing for extremely low-income and very low-income households includes combining sources
of funding (Housing Tax Credits, Tax-Exempt Bonds, Housing Trust Fund) to fund projects using a blend
of financing mechanisms and block grant funds along with project-based rental assistance. This method
of financing has allowed KHC to increase the number of housing units it can produce each year to meet
this underserved need. Projects funded under the National Housing Trust Fund must be deed-restricted
to remain affordable for 30 years — a period much longer than other sources of funding.

Youth experiencing homelessness will continue to be assisted under CoC grants initially awarded to an 8-
county region in southeastern Kentucky under Round 1 of the Youth Homelessness Demonstration
Project that are now in renewal status.

Actions planned to foster and maintain affordable housing

The Consolidated Plan addresses a variety of needs for affordable housing and community development
that were derived from input at local levels across the state and utilizing housing data. The plan
represents a wide array of needs. While one community may need rental housing production at a
specific site, another community may need homeowner rehabilitation over a scattered site. For the
state to address its community needs, the block grant programs need a level of flexibility for eligible
activities to be undertaken. The state will support any application for funding under both federal and
private sources that will assist the state in meeting any category of need for affordable housing and
community development. The Housing Policy Advisory Committee consists of 10 ex-officio state
government members, 17 at-large members appointed by the chairman of the Board of Directors of
KHC, a member of the Senate and a member of the House of Representatives. The advisory committee
submits an annual report of activities and recommendations to the governor. The Housing Policy
Advisory Committee includes numerous subcommittees, including a data subcommittee. This
subcommittee reviews needs data annually and makes recommendations to KHC on priorities, which are
considered when drafting each annual action plan.

Kentucky's block grant funds will be distributed throughout the state on a competitive basis for eligible
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activities through several methods described in the program guidelines for each program for the
purposes of preserving existing affordable housing as well as fostering new affordable housing
opportunities. Units of local government, nonprofit and for-profit entities will be able to apply for
funding to carry out eligible activities. This distribution system allows eligible agencies to apply for
funding for activities that will address the priority needs for their community. In addition, funds awarded
to local communities will also address the housing needs outlined in the state’s Consolidated Plan.

Actions planned to reduce lead-based paint hazards

Both KHC and DLG have a commitment to ensure that recipients of HOME, CDBG, ESG, HTF and HOPWA
funds administer programs that adequately limit the risks associated with lead-based paint. Program
administrators assist in statewide and local efforts to detect and abate lead-based paint as appropriate.
Recipients of funding through these block grant programs are required to comply with all federal, state,
and local lead-based paint regulations. KHC and DLG staff members take several steps to fulfill their
responsibility regarding lead-based paint hazards. Applicants for HOME, ESG, HTF and HOPWA funds are
made aware of the requirements of the lead-based paint regulations as they apply for funds. If funded,
applicants receive additional formal training and individual technical assistance provided by staff. This
technical assistance is available through the life of the project.

Inquiries regarding lead-based paint hazards, evaluation and screening are often referred to the
Environmental Lead Program administrator at the Kentucky Department of Public Health. To assist with
the cost of lead-based paint removal activities, KHC allows HOME funds to be used in the form of a grant
for homeowners receiving assistance for homeowner rehabilitation activities. KHC adopted an
environmental assessment policy several years ago. During the next fiscal year, KHC anticipates a review
of the current policy to determine whether it requires revision. The current policy requires a Phase |
environmental assessment for many projects. Dependent upon the findings of a Phase | review, a Phase
Il review may be required. KHC staff members perform visual inspections to identify possible lead-based
paint hazards for projects wishing to use block grant funds. Several inspections of projects involving
rehabilitation are performed during the construction process. In addition, Housing Quality Standards
(HQS) inspections are performed at rental properties throughout the state.

DLG has adopted a policy on lead hazard reduction in keeping with federal regulations. For projects
involving a home constructed prior to 1978, grantees are notified of the hazards of lead-based paint. In
addition, if housing built prior to 1978 is being rehabilitated, the housing must be inspected for
defective paint. If surfaces are found to be defective, they must be treated during rehabilitation.

Full abatement of lead-burdened housing is a worthwhile goal. However, it is costly, and caution must
be taken to ensure that the work is performed in a safe manner by certified workers. Additional
information about lead-based paint abatement is available through the Department of Public Health,
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the federal Environmental Protection Agency, KHC and DLG.
Actions planned to reduce the number of poverty-level families

KHC and DLG have been providing affordable housing and economic development opportunities to
decrease the number of poverty-level families living in unsafe and unaffordable housing. KHC's
programs range from homeless assistance and Section 8 rental assistance to homeownership and
housing financing programs. DLG housing programs are typically, but not limited to, single-family
housing rehabilitation. DLG offers many non-housing programs that focus on community and economic
development to combat poverty.

Long-term anti-poverty CDBG objectives include:

e Encouraging private investment that will result in the creation of new jobs for the unemployed
and underemployed.

e Discouraging the out-migration of businesses that employ and serve the local population.

e Fostering a revitalization of community structure to help communities help themselves.

e Enabling local communities to plan for future community development needs.

Housing, whether rental or ownership, is viewed as one of the major components in assisting individuals
and families in overcoming the struggles of poverty. It takes a combination of many activities, such as
job training and education, health, and childcare assistance as well as a place to call home to effectively
assist families on the continuum towards self-sufficiency. A variety of affordable housing programs
across the state not only provide direct financial assistance with housing costs, but combine housing
assistance with social programs, such as life skills training, job training, post-secondary education, and
homeownership counseling.

To meet the goal of raising the standard of living for all low-income individuals and families, the state is
committed to assisting individuals in achieving employment; continuing adult education and
postsecondary education; childhood development intervention; adequate and affordable childcare for
working families; increased access to health insurance coverage and the provision of affordable housing
opportunities.

KHC will continue to fund the Scholar House program, designed to assist single parents in obtaining
higher education. These programs have been established at several universities across the state and
provide housing and childcare for single parents enrolled in college. After graduation, the family may
obtain housing using a rental voucher.

DLG will continue to fund traditional economic development activities that create or retain jobs
principally benefiting low- and moderate-income persons. Nontraditional economic development
projects are those which provide funding of activities including, but not limited to, job training and

Annual Action Plan 79
2023

OMB Control No: 2506-0117 (exp. 09/30/2021)



placement of other support services including peer support counseling, childcare, and transportation.
Actions planned to develop institutional structure

KHC and DLG will continue to partner with a diverse number of entities from private industry, non-profit
organizations, and public institutions in carrying out activities under the Consolidated Plan. DLG works
directly with eligible units of local government in distributing CDBG funds. KHC is responsible for the
administration of the HOME, ESG, HTF, and HOPWA Programes. Eligible applicants include, but are not
limited to, units of local government, Community Housing Development Organizations (CHDOs),
nonprofit housing organizations and for-profit developers. Direct technical assistance from program
staff for the HOME, ESG, HTF and HOPWA programs is provided on a statewide basis to all eligible
applicants. After funding is awarded, implementation and administration training are available to all
recipients. In addition to administering the federal block grant programs, KHC and DLG administer other
programs that partner with units of local government, CHDOs, nonprofit housing organizations and for-
profit developers.

Both KHC and DLG depend on the active participation of partners to accomplish the overall goals of
these programs of providing affordable housing opportunities to lower-income families and individuals
across Kentucky:

e KHC administers Housing Choice Voucher Program funds in counties where there is no local
housing authority.

e  KHC works directly with HUD and the Federal Financing Bank (FFB) in the administration of the
Risk-Sharing Program to increase the number of safe, decent, and affordable rental units
throughout the state. When funding is available, KHC processes and underwrites the loan
applications and, in the event of default, the mortgage insurance risk is shared between KHC
and HUD.

e The Governor's Local Issues Conference is held annually and is attended by local officials from
cities and counties throughout the Commonwealth.

e The annual Kentucky Affordable Housing Conference will be attended by representatives of
various housing and related service organizations.

e KHC and DLG work with the Recovery Kentucky Task Force that advocates for substance abuse
recovery services through long-term supportive housing, recovery programs aimed at
addressing homelessness and recovery from addiction within the commonwealth.

e KHC coordinates the state's Housing Policy Advisory Committee and participates on the
Kentucky Interagency Council on Homelessness.

e KHC works with nonprofit organizations across the state through the various programs offered
at KHC.

e Many private housing developers utilize the Housing Credit Program, HOME, and HTF programs
as well as other federal and state housing programs for the development of affordable rental
housing across the state. Likewise, KHC continues to maintain relationships with several private
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developers who utilize HOME funds to provide homeownership opportunities for low-income
Kentuckians.

Actions planned to enhance coordination between public and private housing and social
service agencies

The Kentucky Interagency Council on Homelessness (KICH) is composed of representation from state
government, nonprofit and advocacy agencies to collaborate on homeless issues. KICH Executive
Committee consists of the CEO of Kentucky Housing Corporation, Secretary of Health and Family
Services Cabinet, Secretary of Justice and Public Safety Cabinet, Secretary of Education Cabinet,
Secretary of Transportation Cabinet, Executive Director of Administrative Office of the Courts, State
Budget Director, Commissioner of Veterans Affairs, Executive Director of the Homeless and Housing
Coalition of Kentucky and one member from each house of the Kentucky General Assembly appointed
by the Governor.

The KICH Steering Committee consists of representatives of the Executive Committee, state government
agencies, homeless advocates, and service providers. The KICH Steering Committee has five policy
subcommittees that mirror the core concerns identified in the Strategic Plan to End Homelessness. The
policy subcommittees are supportive housing, services/prevention, public will, and data.

Serve Kentucky (formerly the Commission on Community Volunteerism and Service) is a statewide, bi-
partisan group comprised of at least 15 members, appointed by the governor, with diverse service and
volunteerism backgrounds. Serve Kentucky actively engages citizens in community service opportunities
that enable volunteers, organizations, and businesses to share ideas and effectively collaborate to
address Kentucky's needs. Serve Kentucky funding is provided by the Corporation for National and
Community Service and the Kentucky General Assembly.

The Governor's Reentry Task Force — Statewide Reentry Steering Team was established to develop policy
recommendations regarding the reduction of recidivism, enhancement of public safety and the
furtherance of reentry efforts. The mission of Kentucky's Reentry initiative is to integrate successful
offender reentry principles and practices in the Commonwealth of Kentucky state agencies and
communities resulting in partnerships that improve public safety, enhance offender self-sufficiency, and
reduce recidivism. The Kentucky Statewide Reentry Steering Team is developed to create a
multidisciplinary work team to develop recommendations and provide information to the Governor's
Reentry Task Force. The Kentucky Department for Behavioral Health, Developmental and Intellectual
Disabilities coordinates funding focused on the needs of that portion of the Olmstead population with
severe and persistent mental illness. These funds are used to move individuals from psychiatric hospitals
and nursing facilities to apartments in the communities of their choice and for the construction of
permanent supportive housing as funds become available.

The network of 100-bed Recovery Kentucky Centers are drug and alcohol-free housing for persons who
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are homeless or at risk for homelessness due to their continued dependence on alcohol and drugs.
These housing centers provide a safe and secure environment for men and women to begin a process of
self-help and peer-led education that leads to long term sobriety. The Recovery Kentucky program
model is designed to help the recovering alcoholic/addict regain a life of sobriety and to begin a journey
toward permanent housing and self-sufficiency.

The FSS Provider Coordinating Committee (PCC) is established to assist KHC with planning and
implementing the FSS Program. Members are representatives from state, local, and private groups who
have resources to assist low-income families and have a commitment to family self-sufficiency.

Discussion:

Continued from above: Recipients of federal funds from DLG and KHC are required to adhere to federal
Section 3 regulations that provide economic opportunity to low-income residents of the neighborhoods
affected by the project and businesses owned by persons of low income. KHC's Multifamily Production
programs include incentives to de-concentrate poverty for new construction projects. The state's
Analysis of Impediments to Fair Housing discusses de-concentrating poverty as well. KHC's Housing
Choice Voucher program has materials in the briefing process to educate families about seeking housing
that is not in a racial or ethnic are of concentrated poverty or concentrated area of housing vouchers.
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Program Specific Requirements
AP-90 Program Specific Requirements — 91.320(k)(1,2,3)

Introduction:

Community Development Block Grant Program (CDBG)
Reference 24 CFR 91.320(k)(1)
Projects planned with all CDBG funds expected to be available during the year are identified in the
Projects Table. The following identifies program income that is available for use that is included in
projects to be carried out.

1. The total amount of program income that will have been received before the start of the next

program year and that has not yet been reprogrammed 0
2. The amount of proceeds from section 108 loan guarantees that will be used during the year to

address the priority needs and specific objectives identified in the grantee's strategic plan. 0
3. The amount of surplus funds from urban renewal settlements 0
4. The amount of any grant funds returned to the line of credit for which the planned use has not

been included in a prior statement or plan 0
5. The amount of income from float-funded activities 0
Total Program Income: 0

Other CDBG Requirements

1. The amount of urgent need activities 0

2. The estimated percentage of CDBG funds that will be used for activities that

benefit persons of low and moderate income.Overall Benefit - A consecutive period

of one, two or three years may be used to determine that a minimum overall

benefit of 70% of CDBG funds is used to benefit persons of low and moderate

income. Specify the years covered that include this Annual Action Plan. 91.00%

HOME Investment Partnership Program (HOME)
Reference 24 CFR 91.320(k)(2)
1. Adescription of other forms of investment being used beyond those identified in Section 92.205 is
as follows:

An applicant that proposes to use any other form of investment not described in 25 CFR 92.205
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must provide the following when applying:

e A description of the form of investment;

e Justification for the need for the form of investment; and

e Adescription of the proposed means of securing the investment, if any. KHC will not permit other
forms of investment without prior HUD approval.

e Additionally, the only preferences applied to HOME funding are as follows:

e For homebuyer activities: Households earning at/below 80% AMI and with non-home assets below
$50,000.

e For rental activities: Households earning at/below 60% AMI and, when HOME is allocated along with
Tax-Exempt Bond or LIHTC financing, projects that will preserve rent-restricted and/or rent-assisted
multifamily properties. KHC will permit HOME-assisted homebuyer units to be acquired via lease-
purchase as allowed under 24 CFR 92.254(a)(7).

e |n NOFAs for individual formula allocation programs, KHC delineates in detail the eligible applicants
and beneficiaries of each program. KHC also identifies funding priorities in individual program
NOFAs as well as in the LIHTC Qualified Allocation Plan.

2. Adescription of the guidelines that will be used for resale or recapture of HOME funds when used
for homebuyer activities as required in 92.254, is as follows:

For homeownership activities, KHC requires all HOME funds to be repaid at the time the property is
transferred to another owner.

If the property is sold, leased, refinanced, or no longer used as the primary residence of the assisted
homeowner; KHC may recapture the AHTF or HOME funds. In the event the net proceeds from a
sale are insufficient to repay KHC the HOME or AHTF investment, KHC will recapture the net
proceeds. In the event of foreclosure, if the shared net proceeds are insufficient to repay the HOME
funds, the HOME affordability may be terminated, subject to 24CFR Part 92.254(a)(5)(ii)(A).

In the event an heir does not meet the 80 percent AMI limit on HOME-funded properties, the HOME
investment must be recaptured.

See the HOME Homebuyer Program Recapture Provisions attached to this Action Plan for further
detail.

3. A description of the guidelines for resale or recapture that ensures the affordability of units acquired
with HOME funds? See 24 CFR 92.254(a)(4) are as follows:

All HOME funds used for homeownership activities will be required, at a minimum, to meet the
HOME affordability period as established in 24 CFR Part 92.254. Additional guidance on maximum
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subsidy cap and affordability periods will be detailed in the Homebuyer/Home Repair Programs
Application Guidelines and the KHC Single-Family Homebuyer Development Policy Manual.
Additional information is included in the HOME Recapture Provisions attached to this Action Plan.

4. Plans for using HOME funds to refinance existing debt secured by multifamily housing that is
rehabilitated with HOME funds along with a description of the refinancing guidelines required that
will be used under 24 CFR 92.206(b), are as follows:

KHC will not allow HOME funds to be used in the refinancing of existing debt secured by multifamily
housing.

Emergency Solutions Grant (ESG)
Reference 91.320(k)(3)

1. Include written standards for providing ESG assistance (may include as attachment)

See ESG Written Standards are attached to this plan.

2. If the Continuum of Care has established centralized or coordinated assessment system that
meets HUD requirements, describe that centralized or coordinated assessment system.

The Kentucky Balance of State CoC (KY BoS CoC) has fully implemented its Coordinated Entry System
(CES) in accordance with the HUD requirements. The KY BoS CoC began implementation of its CES in
July 2015, with the establishment of a pilot project in a 16-county area of the 118-county BoS. With
the lessons learned from that pilot, coordinated entry has been implemented across the entire
geographic area governed by CoC-implemented policies and procedures. Since the geographic area
is so large, the CoC is implementing coordinated entry by using smaller regional bodies called Local
Prioritization Communities (LPCs), which mirror existing Area Development Districts (ADDs). All
areas are utilizing a common assessment tool and are following policies and procedures adopted by
the Ky BoS CoC Advisory Board. The KY BoS CoC has elected to utilize the VI-SPDAT as its common
assessment tool. All ESG and CoC-funded agencies are required to utilize the VI-SPDAT and to work
with other housing and service providers in their local prioritization areas to enroll participants in
permanent housing based on the participant's level of need. KHC serves as the CCES oversight
entity. In November 2020, additional improvements were made to the CES based on lessons learned
from multiple years of implementation, including feedback from participating organizations and
participants. KHC now serves as the entity responsible for the provision of referrals to available
permanent housing resources in each Local Prioritization Community via the KY Homeless
Management Information System (KYHMIS). KHC has a dedicated staff member assigned to
overseeing coordinated entry implementation. Four KY BoS CoC member agencies continue to
receive CoC Supportive Services Only (SSO) grants to support their work as Coordinated Entry leads
in their regions, and in the HUD 2021 CoC Competition, the KY BoS CoC was awarded a coordinated
Annual Action Plan 85
2023

OMB Control No: 2506-0117 (exp. 09/30/2021)



entry grant to support BoS-wide housing navigation services and two new regional Coordinated
Entry lead grants. The KY BoS CoC Advisory Board has established a coordinated entry committee,
which is charged with overseeing the implementation of coordinated entry in conjunction with KHC.
The committee has worked closely with the Kentucky Coalition Against Domestic Violence to
develop a process for victims of domestic violence to have access to the coordinated entry system
without compromising potential privacy concerns.

3. ldentify the process for making sub-awards and describe how the ESG allocation available to
private nonprofit organizations (including community and faith-based organizations).

KHC will make ESG funds available to eligible non-profits (including community and faith-based
organizations) and local governments from the 118 counties in Kentucky that do not receive ESG
allocations from HUD as entitlement areas.

In 2023, KHC will renew existing FFY2022 subrecipients using funding process to award FFY2023 ESG
funds.

FFY2022 applications were ranked based on score and allocations will be made based on applicant
ranking, overall request, and expenditure rates from the FFY 2019, FFY2020, FFY2021. KHC reserves
the right to considerFFY2022 expenditure rates when adjusting subrecipient’s budgets for FFY2023.

2023 renewal applicants will be evaluated on such areas as: local needs, applicant
experience/capacity/performance, project design, community coordination, and other factors.
Applicants were and will continue to be required to also address Impediments to Fair Housing and
adhere to Equal Access Rules.

4. If the jurisdiction is unable to meet the homeless participation requirement in 24 CFR
576.405(a), the jurisdiction must specify its plan for reaching out to and consulting with
homeless or formerly homeless individuals in considering policies and funding decisions
regarding facilities and services funded under ESG.

KHC can meet this requirement, as KHC's subrecipients are required to include at least one homeless
or formerly homeless individual on their Board of Directors, or as a participant on an advisory board
that reports directly to the subrecipient agency's Board of Directors.

5. Describe performance standards for evaluating ESG.

KHC has implemented ESG Performance Standards for all subrecipient agencies. The primary
outcomes KHC will monitor will be those established by HUD as part of the CoC System Performance
Measures that are relevant to ESG programs, which includes:

e Reduction in the average and median length of time persons remain homeless;
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e Reduction in the percent of persons who return to homelessness;
e Reduction in the number of persons who are homeless;

e Number of persons who become homeless for the first time;

e Successful placement from Street Outreach; and

e Successful placement in or retention of Permanent Housing

KHC will also focus on outcomes established in All In: The Federal Strategic Plan to Prevent and End
Homelessness, which calls for coordinated efforts to end homelessness for veterans, youth, families,
and chronically homeless in addition to persons experiencing homelessness overall.

Housing Trust Fund (HTF)
Reference 24 CFR 91.320(k)(5)

1. How will the grantee distribute its HTF funds? Select all that apply:

M Applications submitted by eligible recipients

2. If distributing HTF funds through grants to subgrantees, describe the method for distributing
HTF funds through grants to subgrantees and how those funds will be made available to state
agencies and/or units of general local government. If not distributing funds through grants to
subgrantees, enter “N/A”.

N/A

3. If distributing HTF funds by selecting applications submitted by eligible recipients,

a. Describe the eligibility requirements for recipients of HTF funds (as defined in 24 CFR § 93.2).
If not distributing funds by selecting applications submitted by eligible recipients, enter “N/A”.

Eligible recipients will be multifamily housing developers who meet KHC's capacity review and criteria
for successful applications for funding for new construction or rehabilitation of affordable multifamily
projects in Kentucky. Capacity is based on experience, compliance monitoring history, financial
management, additional criteria related to the status of projects in process, uncorrected compliance
findings or concerns (if any), success of current projects/properties, and credit rating of members of the
development team.
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To create consistency throughout the Corporation, KHC utilizes a Capacity Scorecard for all program
areas that have a competitive application or formula grant allocation process. The scorecard determines
the overall capacity of the Entity or Development Team member(s) that will administer the proposed
project and/or program they are applying for. The scorecard is divided in to three sections: Capacity
Scorecard Threshold Requirements, Capacity Scorecard Self-Certifications, and Capacity Scorecard
Overall Performance.

Application submissions will be in response to the 2023 Tax-Exempt Bond Notice of Funding Availability
and/or 2024 Low Income Housing Tax Credit (LIHTC) application round (and any successor notice if NHTF
funds remain unallocated). Notification that applications are being accepted will be made via KHC's
eGram service.

b. Describe the grantee’s application requirements for eligible recipients to apply for HTF funds.
If not distributing funds by selecting applications submitted by eligible recipients, enter “N/A”.

Projects that have the highest scores based on the scoring criteria established for the 2024 LIHTC
Funding Round and/or preferences set forth in the 2023 Tax-Exempt Bond NOFA will be considered for
funding. Respondents must meet the requirements of the 2023-2024 Qualified Allocation Plan (QAP)
and 2023-2024 Multifamily Guidelines located at:

https://www .kyhousing.org/Partners/Developers/Multifamily/Pages/Applications-Guidelines-
Scoring.aspx.

c. Describe the selection criteria that the grantee will use to select applications submitted by
eligible recipients. If not distributing funds by selecting applications submitted by eligible
recipients, enter “N/A”.

Application submissions will be in response to the 2024 Low-Income Housing Tax Credit (LIHTC) Funding
Round and/or through a Tax-Exempt Bond Notice of Funding Availability (NOFA). Notification that
applications are being accepted will be made via KHC's eGram service. The development team
information received will be reviewed to ensure the development team has the capacity and financial
strength to develop, construct and manage a LIHTC or tax-exempt bond project with HTF funds. Projects
will also need to meet market absorption and market capture rate requirements as outlined in
https://www.kyhousing.org/Partners/Developers/Multifamily/Documents/MarketStudyRequirements.p
df.

The required documentation received with each Tax-Exempt Bond NOFA response will be reviewed and
evaluated for completeness, accuracy, and detail. After all NOFA responses have been reviewed, KHC's
credit committee will meet to discuss and prioritize each response according to the number of funding
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preferences the proposed project will meet. Projects which will address the greatest number of the
preferences will be prioritized for funding until all available KHC funds have been allocated. Preferences
include but are not limited to: equitable geographic distribution of KHC resources, projects with some
form of rental assistance, projects repositioning under HUD’s Rental Assistance Demonstration (RAD)
Program, and innovative projects addressing the affordable housing needs of the Commonwealth.

The 2024 LIHTC application is competitive. Projects scoring the greatest number of points in their pool
will be awarded first. Ten percent of the annual allocation will be awarded first to projects in which a
nonprofit is materially participating as defined in Section 469 of the IRC. In addition to the housing
credits allocated, successful applicants may be funded from other available sources for multifamily
housing, including HOME, HTF, and state Affordable Housing Trust Fund. KHC’s credit committee
reviews final scoring prior to award announcements.

To see a full breakdown of applicant scoring please see the 2023-2024 Qualified Allocation Plan located
at: https://www.kyhousing.org/Partners/Developers/Multifamily/Pages/Applications-Guidelines-
Scoring.aspx.

d. Describe the grantee’s required priority for funding based on geographic diversity (as defined
by the grantee in the consolidated plan). If not distributing funds by selecting applications
submitted by eligible recipients, enter “N/A”.

KHC will make every effort to distribute HTF funds geographically. The ability to do so may be limited by
the location of eligible applicants and projects that receive adequate scoring to be funded. KHC's credit
committee reviews final scoring and awards to ensure geographic diversity.

e. Describe the grantee’s required priority for funding based on the applicant's ability to
obligate HTF funds and undertake eligible activities in a timely manner. If not distributing funds
by selecting applications submitted by eligible recipients, enter “N/A”.

Tax Exempt Bond projects must be completed and placed in service no later than 36 months after the
date of the closing of all KHC funds. Recipients must present a project timeline demonstrating the ability
to close on all funds requested, including any bond transaction within the specified timeframe.

LIHTC projects must place in service no later than the close of the second calendar year following the
calendar year in which the allocation is made in accordance with IRC Section 42(h)(1)(E)(i).
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f. Describe the grantee’s required priority for funding based on the extent to which the rental

project has Federal, State, or local project-based rental assistance so that rents are affordable
to extremely low-income families. If not distributing funds by selecting applications submitted
by eligible recipients, enter “N/A”.

KHC's national HTF program includes a requirement that assisted units also include rental subsidy. An
exception may be if the project is a mixed-income development or if funds remain unallocated after the
issuance of a NOFA for national HTF funds. A second funding round to allocate remaining funds may not
include this provision.

g. Describe the grantee’s required priority for funding based on the financial feasibility of the
project beyond the required 30-year period. If not distributing funds by selecting applications
submitted by eligible recipients, enter “N/A”.

A thorough review of the project's underwriting is completed prior to the funding award, which includes
a review of a proposed 30-year proforma. KHC's underwriting model requires an appropriate vacancy
rate, debt coverage ratio requirements, cash flow requirements, and required reserve for replacement
deposits to ensure the long-term sustainability and financial feasibility for every project.

KHC's program includes a 30-year recorded land use restrictive covenant for all projects receiving
national HTF Funding.

h. Describe the grantee’s required priority for funding based on the merits of the application in
meeting the priority housing needs of the grantee (such as housing that is accessible to transit
or employment centers, housing that includes green building and sustainable development
features, or housing that serves special needs populations). If not distributing funds by
selecting applications submitted by eligible recipients, enter “N/A”.

Application submissions will be in response to the 2024 Low Income Housing Tax Credit (LIHTC) Funding
Round or through a Tax-Exempt Bond Notice of Funding Availability (NOFA). The 2023-2024 Qualified
Allocation Plan uses data in many scoring items, including the percentage of units in the proposed
development as compared to the number of affordable units in the county (supply), the percentage of
households at or below 60% AMI in the county (demand) and scores from Enterprise’s Opportunity 360
tool on Housing Stability, Education, and Economic Security.

KHC understands the backlog of capital improvements in public housing throughout the Commonwealth,
so a preference for projects repositioning under HUD's Rental Assistance Demonstration (RAD) Program
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has been included in the Tax-Exempt Bond Notice of Funding Availability.

i. Describe the grantee’s required priority for funding based on the extent to which the
application makes use of non-federal funding sources. If not distributing funds by selecting
applications submitted by eligible recipients, enter “N/A”.

Application submissions will be in response to the 2024 Low Income Housing Tax Credit (LIHTC) Funding
Round or through a Tax-Exempt Bond Notice of Funding Availability (NOFA). A substantial amount of
private equity is created from the investors buying the credits and borrowers buying the bonds.

4. Does the grantee’s application require the applicant to include a description of the eligible
activities to be conducted with HTF funds? If not distributing funds by selecting applications
submitted by eligible recipients, select “N/A”.

Yes

5. Does the grantee’s application require that each eligible recipient certify that housing units
assisted with HTF funds will comply with HTF requirements? If not distributing funds by
selecting applications submitted by eligible recipients, select “N/A”.

Yes

6. Performance Goals and Benchmarks. The grantee has met the requirement to provide for
performance goals and benchmarks against which the grantee will measure its progress,
consistent with the grantee’s goals established under 24 CFR 91.315(b)(2), by including HTF in
its housing goals in the housing table on the SP-45 Goals and AP-20 Annual Goals and
Objectives screens.

Yes

7. Maximum Per-unit Development Subsidy Amount for Housing Assisted with HTF Funds.
Enter or attach the grantee’s maximum per-unit development subsidy limits for housing
assisted with HTF funds.

The limits must be adjusted for the number of bedrooms and the geographic location of the
project. The limits must also be reasonable and based on actual costs of developing non-luxury
housing in the area.
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If the grantee will use existing limits developed for other federal programs such as the Low
Income Housing Tax Credit (LIHTC) per unit cost limits, HOME’s maximum per-unit subsidy
amounts, and/or Public Housing Development Cost Limits (TDCs), it must include a description
of how the HTF maximum per-unit development subsidy limits were established or a
description of how existing limits developed for another program and being adopted for HTF
meet the HTF requirements specified above.

Pursuant to HUD Notice 15-003, Interim Policy on Maximum Per-Unit Subsidy Limits for the HOME
Program, KHC has elected to utilize the HOME per-unit limits for the HTF program, as provided by HUD
which establishes the following per unit maximum:

0 Bedroom - $159,754
1 Bedroom - $183,132
2 Bedroom - $222,694
3 Bedroom — $288,094

4+ Bedroom — $316,236

8. Rehabilitation Standards. The grantee must establish rehabilitation standards for all HTF-
assisted housing rehabilitation activities that set forth the requirements that the housing must
meet upon project completion. The grantee’s description of its standards must be in sufficient
detail to determine the required rehabilitation work including methods and materials. The
standards may refer to applicable codes or they may establish requirements that exceed the
minimum requirements of the codes. The grantee must attach its rehabilitation standards
below.

In addition, the rehabilitation standards must address each of the following: health and safety;
major systems; lead-based paint; accessibility; disaster mitigation (where relevant); state and
local codes, ordinances, and zoning requirements; Uniform Physical Condition Standards;
Capital Needs Assessments (if applicable); and broadband infrastructure (if applicable).

See attached Minimum Design Standards for New Construction, Adaptive Reuse, and Rehabilitation for
Multifamily Attached Housing Units and Health and Safety Standards Chart.
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The State's rehabilitation standards apply to all projects that will receive HTF funds.

9. Resale or Recapture Guidelines. Below, the grantee must enter (or attach) a description of
the guidelines that will be used for resale or recapture of HTF funds when used to assist first-
time homebuyers. If the grantee will not use HTF funds to assist first-time homebuyers, enter
”N/A”.

N/A

10. HTF Affordable Homeownership Limits. If the grantee intends to use HTF funds for
homebuyer assistance and does not use the HTF affordable homeownership limits for the area
provided by HUD, it must determine 95 percent of the median area purchase price and set forth
the information in accordance with §93.305. If the grantee will not use HTF funds to assist first-
time homebuyers, enter “N/A”.

Any limitation or preference must not violate nondiscrimination requirements in § 93.350, and
the grantee must not limit or give preferences to students. The grantee may permit rental
housing owners to limit tenants or give a preference in accordance with § 93.303(d)(3) only if
such limitation or preference is described in the action plan.

N/A

12. Refinancing of Existing Debt. Enter or attach the grantee’s refinancing guidelines below.
The guidelines describe the conditions under which the grantee will refinance existing debt.
The grantee’s refinancing guidelines must, at minimum, demonstrate that rehabilitation is the
primary eligible activity and ensure that this requirement is met by establishing a minimum
level of rehabilitation per unit or a required ratio between rehabilitation and refinancing. If the
grantee will not refinance existing debt, enter “N/A.”

N/A

Discussion:
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CDBG Specific: Overall Benefit - A consecutive period of one, two or three years may be used to
determine that a minimum overall benefit of 70% of CDBG funds is used to benefit persons of low and
moderate income. Specify the years covered that include this Annual Action Plan: 2022, 2023, and 2024.

HOPWA Specific: Does the action plan identify the method for selecting project sponsors (including
providing full access to grassroots faith-based and other community organizations)? YES

HTF Additional Information: There is no maximum award amount associated with the HTF program.

Additionally, information regarding the following can be found on the specified pages of the 2023-2024
Multifamily Guidelines attached to this Action Plan:

e |Lead-Based Paint: pages 47, 53-54, 70

e Accessibility: page 112

e Disaster Mitigation: state building codes address earthquake resistant construction in higher risk
zones; pages 31 and 47 of Multifamily Guidelines address flood plain

e State and local Codes, Ordinances, and Zoning Requirements: Minimum Design requires
compliance with State and Local codes. Page 111 of Multifamily Guidelines addresses building
codes; zoning is addressed on pages 27, 48, and 51

e Inspectable Areas and Observable Deficiencies from HUD's Uniform Physical Condition
Standards identified by HUD as applicable to HTF-assisted housing: page 100

e (Capital Needs Assessment: pages 32, 48, 93, 109, and 112-114 of Multifamily Guidelines address
PCNA assessments and reserve accounts
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May 4, 2023

mis. Erica Abrarms Yan

Corporation Planning and Accountability Department
Kentucky Housing Corporation

1231 Louisville Road

Frankfort, KY 40401

FE: 2023 Action Flan Comments
Email to CorpPlonkeport@kyhousing.org

Pleose accept our thanks for Kentucky Housing Corpeoration and the Department for Local
Government for providing the opportunity to submit comments on the 2023 Action Plan. We
wiould like share several comments on behalf of Fahe and our 15 nonprofit Members based
in Appoclochion counfies for consideration related to the gools and vision for addressing the
Commanwealth's housing needs. KY Members are dealing with issues such as continued
high material costs and delivery delays that increases the overall development costs of
housing across the Commonwealth os well as o devastating flooding event from July, 2022;
wiz are hopeful that the investment of federal funding planned by KHC and DLG recognize
the various market and physical issues being balanced by aflordable hausing providers.

As has been part of the ongoing affordable housing conversation, there is a need for
confinued federal funding to stimulate and supplement the economy for impact in the
housing market. and we know that these federal dallars as resources are abways at risk. As
Fahe Members work in the Appalachian counties of Eastern Kentucky, we face even more
challenges than the balonce of the Commonwedalth with median incomes: per county thot
are approximately half the national median income and poverty rates that are almost
double the national average. We have used ARC data previously, from 2013-2017,
identifying the number of persons below the poverty level in Appalachia of 4,017,654
(poverty rate of 14.3%); in Kentucky it was 783,584 (poverty rate of 18.3%): in Appalochian
Kentucky it was 289,292 (poverty rate of 25.4%). For this period the national poverty rate was
14.6%. In Appalachion Kentucky the number of households with incomes below 15,000 is
esfimated at 99,255 (34% or more than 1/3 of those living in poverty) and many units are
substandard, cost burdened, or have inadeguate pluming or are overcrowded.

The income level of many families in the Eastern Kentucky area is a barmier to affordable

heousing and there is o shortage of affordable rental units in the region, The cost of rent for g
modest two-bedroom apartment is out of reach of these financially burdened households

Y7 fahe

L LR R e

G019 Oz Sl | Berea, KY 40403
BOF984.2221 | wewnw Fahe.org
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and their incomes are not sufficient to support the family moving to homeownership.
Homeownership, the Amencan Dream, is the mechanism through which Kentucky’s low-
income families accumulate wealth, build assets, and break intergenerational cycles of
poverty, Serving this area of the Commonwealth requires deep subsidy and programmatic
flexibility to meet underserved needs.

In persistent poverty counties (more than 20% of residents living in poverty) the average
income is arfificially depressed. Those households with income just over 80% of AMIIn these
communities are low income compared to nafional incomes and have no options for
assistance, Fohe confinues to aodvocate that the income limits for HUD programs in these
counties should be increased to a national rate of 80% of the national madian income,

In the Commonwealth of Kentucky we have 39 counties that are listed by USDA in Persistent
Poverty, Twenty five (25 of these counfies are located in the Fifth Congressicnal District. As
KHC looks to the future adequate resources should be set aside to address the affordable
housing needs of ifs cifizens in these Persistent Poverty Counties. These counties are best
served by single family housing,

The Appalachion region s rural and has a preference for homeownership which is nof as
prevalent in urban areas - in Eastern Kentucky there are homeownership rates close fo 80%.
Homeownership i5 a means to build wealth with equity in your home,  Itis important to
recagnize the need for homeownership; census data is available en rental units but nat on
homeowner units and doesn’t provide a true picture of the housing need in Eastemn
Kenfucky., As cur population ages it will be economically wise to age in place as it will
reduces the Commonweaalth’s expense of using Medicaid funding for same form of
institutional living. KHC is promoting and building partnerships with other State offices; a pilot
program with the Calbinet for Fomilies and Children to aoddress the housing rehal and
adaptability needs of cur aging boomers continues to be of interast to Fahe Members, KHC
has done fremendous work with the Recavery Centers, the Scholar House program and
other rental assistance programs and should be commended for thinking outside the box.

We appreciate KHC dllocating mare than the required 15% of HOME funds for CHDO use as
this increqses the capacity and production of nonprofits across Kentucky and particularly in
Eostermn Kentucky. Housing Contract Administration has been diligent to fund CHDOs who
recycle HOME funds as CHDO proceeds to re-invest in housing their local communities,
Fahe, as an intermediary, supports local nonprafits/ CHDOs with expertise and consistent
forms of capital fo the nonprofits 1o ensure capacity is retained in the local communities.
Fahe is in support of KHC maintaining CHDO operating funds for CHDO nonprofits to suppaort
internal crganizational capacity including staffing and systems.

While KHC allocotes resources for both rental and single-family developrment, the cument
corporate sfrategy directs resources to preserving multi-farmily units. The LIHTC program is a
tremendaous resource for the creation and preservation of affordable rental housing and soft
sources such as HOME, AHTF and NHTF are important subsidy sources to be used in the
development of afferdable rental housing: it is unfortunate that the LIHTC program doesn't
“pencil out" well in East Kentucky. Ensuring affordable rental housing is an important role for
kentucky Housing Corporation, on o small scale as well as larger developments; it was
disoppointing not to have a nen-credit mulfi-family development round in 2022 and we
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anficipate that Kentucky Housing Corporation is committed to having that type of multi-
family oppoartunity in 2023,

Communities need both rental units and homeowner units; successful renters can become
successful homeowners. Low income, cost burdenad households are more likely to live in
inadequate housing - lacking complete plumbing facilities, inodeguate or no heat, no or
sporadic electricity or exposed wirng, and/or has maintenance and upkeep issues (leaky
roofs, holes in floars or walls and rodents). The decline in our region's housing stock and the
large numiber of people who are cost-burdened is supported by the Appalachian Housing
MNeeds Assessment that was completed by Virginio Center for Housing Research ot Virginia
Tech in 2019 [curently being updated). Itis a concern that KHC's allocation of HOME and
AHTF funds for single-family development s compared to the investment for multi-family
development/preservation which KHC has identfified as priorty may negaotively impact
HOME activity in Eastern Kentucky where single-family development is o mainstay. Fahe
encourages KHC fo remain diligent in using equitable HOME funds for single-farmily
production as well as mulfi-family housing.

The Mational Housing Trust Fund [NHTF) breught in additional dallars for the development of
affordable housing in the Commonwealth; the NHTF is targeted to serve households af or
below 30% of median, This rescurce doesn't offen recch the Commonwealth's pocrest
counties primarily because it is too difficult for a rental development te "pencil out”
financially without Rental Assistance when limited to households below 30%. The NHTF dollars
could be used for homeownership activities (10%) such os production, preservation and
rehab for first-time homebuyers which may present an opportunity to reach EL families with
hoemeaeownarship oppartunities as this income range is growing harder to serve with little to no
housing opfions.

MMy vilopment Bl raant

CDBEG is o fremendous resource for communities for all program areas, but particulary the
Housing progrom area for neighborhood or scattered site housing developrnent and
revitalization. for both single-family and rental housing development, and addressing
homeowner rehab which is an overvhelming need. Most low and moderate income
households don't have the ability fo repay a loan ond o COBRG forgivable note is a preferad
type of financing for owner occupied rehab, We have found COBG housing programs are
successful due to the strong partnerships between local governments and affordable
howsing providers; dlways a win-win with public-private portnerships, We would encourage
DLG to consider additional funding in the Housing program area and continue fo fund the
development of affordable housing, both homeownership and rental.

mMarny Eastern Kentucky communities could benefit by being able to submit applications in
two program areas such as public facilities and housing which is not eligible currently, We
would encourage consideration of local governments in ARC counties to be eligible to
submit applications for two program areds to address the communities' neeads.

match requirements for housing in COBG guidelines for pricrity one projects can be hard to
meet particularly in rural communities where local govemments and local non-profits may
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not have resources needed for match. We would encourage considering in-kind match
such ds property value in o project in addifion fo the cash/funding match options.
Bringing CDBG and HOME to communities and families allows the affordakle housing
providers a way to leverage other funds for the homeowner - for purchase or for rehab -
and with educational counseling, these homeowners are successful. As an average, the
affordaible housing providers haove been able to provide 3 to 1 leverage for HOME funds
invested in the region,

It is much appreciated that funds from the Amerncan Rescue Plan Act provided additional
opportunifies to serve the people in cur communities, We are appreciative that Members
and Fahe were able to partner to invest some of these funds for long-term impact that builds
capacity locally and bolsters affordable housing activity for years to come.

Fahe would encourage KHC to consider the impact of HOME funds in the communities
served by the alfordable housing providers. We would also encourage KHC and DLG to
confinue to make efforts fo engage the public, as well as Mayors and Judge Executives, for
comments regarding the impact of HOME funding for hemeownership and rehab activities
as well as multi-family development in their communities, Broader engagement would result
in addifional support for HOME and CDBG housing activily.

Should EHC or DLG have any questions regarding these comments, or if Fahe can be of
assistance, please don't hesitate to call.

Sinceraly, Sincerely,
-+
dim King Cassie Hudson
Fahe CEO kentucky Caucus Chair
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Grantee Unique Appendices

AP-65 Homeless and Other Special Needs Activities — 91.320(h)
Introduction

The state has undertaken a multi-pronged appreach to ensure that homelessness is rare, brief, and non-
recurring. Central to this approach is the creation of a state policy-advisory entity, the Kentucky
Interagency Council on Homelessness (KICH). KICH is composed of representation from state
government, nonprofit and advecacy agencies to collaborate and perform the following functions and
duties:

«  Serve as the single statewide homelessness planning and policy development resource for the
Commonwealth of Kentucky.
Review recommended changes and update Kentucky's Strategic Plan to End Homelessness.
Monitor and oversee implementation of Kentucky's Strategic Plan to End Homelessness to
ensure that accountability and results are consistent with the plan.

*  Serve as a state clearinghouse for information on services and housing options for the homeless,
Conduct ather activities as appropriate.

kentucky has three Continuurm of Care geographic areas—Lexington (Fayette County), Loulsville
[lefferson County) and the Kentucky Balance of State (KY BoS) (remaining 118 counties). KHC, as the
Collaborative Applicant for the CoC Program for the KY Bo$ CoC, awards sub-grants to homeless service
praviders throughout the BoS. Through the CoC program, the ESG program, and other related programs
such as the WA's 55VF program, persons experiencing homelessness or at-risk of homelessness can be
served with supportive services, transitional housing, permanent supportive housing, rapid re-housing
programs, and prevention, as appropriate. The KY BoS CoC Is governed by an advisory board made up of
representatives from the six regions within the K¥ BoS CoC as well as ex-officic members representing
the Kentucky Coalition Against Domestic Violence (KCADY) and the Homeless and Housing Coalition of
Kentucky {HHCK) and at-large members representing community organizations not funded through ESG
ar Cal, The Board works to improve collaboration, coordination, and system-wide perfarmance in
preventing and ending homelessness.

Warking with the KY BoS CoC, KHC establishes scoring criterla for the CoC Competitive Application
process that encourages projects to reallocate funds from transitional housing projects to permanent
howsing; adopt low barrier Housing First models that focws on quickly howsing participants without
setting preconditions such as participation in recovery programs or setting minimum income
requirements that can keep people from getting off the streets and out of emergency shelters, As of
2018, one hundred percent of the KY BoS CoC program-funded projects are using the Housing First
madel. The KY Bos CoC has also adopted CPD Notice 16-11, which establishes the order of prioritization
for chronically homeless and persons with the highest needs. This prioritization order is used by PSH
projects in the BoS regardless of if their beds are formally dedicated for chronically homeless. The KY
Bas Col, through the CaC and ESG programs, has significantly increased its inventory of Rapid
Rehousing [RRH) resources, which is particularly help for families experiencing homelessness, ESG CARES
Act (E5G-CV) funding allowed RRH to be available throughout the 118-county Balance of State for the
first time,

KHC's CaC programs, including those funded through ESG, are for families and individuals wha, in
addition to safe, decent, and affordable housing, need access to supportive services to stay housed
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permanently. Supportive housing combines permanent, affordable housing with flexible suppeort
services to help the tenants stay housed and build the skills to live as independently as possible. The ESG
program is used in part to provide emergency services when people experience crises, Through the KY
Bas CoC systermn, emergency shelters work with permanent housing providers ta quickly move people
out of shelters and into permanent housing. By using a comman assessment tool, the CoC can
determine which clients have the highest level of need so that the most intensive resource, PSH, can be
reserved for those cases. Rapid rehowsing is an effective intervention for people needing less supportive
SErvices.

The kY BoS Col, in partnership with Kentucky's other Cals, are actively working towards meeting the
goals set farth in All In: The Federal Strategic Plan to Prevent and End Homelessness, To meet these
goals, the KY BobS CoC established the following objectives:

« |ncrease access to safe and affordable housing units for homeless families, individuals, and
youth,

» |ncrease funding for and access te comprehensive supportive services that help assure housing
stability and encourage self-sufficiency.

« |ncrease funding for prevention services to reduce the numbers of persons falling into
homelessness.

+ Increase scope and quality of data collection through the statewide Homeless Management
Infarmation System to document both project and system performance and continuing need.

« Implement a client-centered Coordinated Entry System to move people with the highest needs
into permanent housing as quickly as possible.

Describe the jurisdictions one-year goals and actions for reducing and ending homelessness including

Reaching out to homeless persons (especially unsheltered persons) and assessing their individual
needs

Because Kentucky is a primarily rural state, developing a single outreach plan to cover the full KY Bos
Col geographic area is a challenge, Many of the common places for rural, unsheltered homeless are
remote and difficult to identify. Through the outreach efforts of the point-in-time count volunteers, the
k¥ Bo5 CoC has been able to identify local people in each county maost likely to know of rural homeless
locations (i.e., police officers, mail carriers, schoal bus drivers, etc.). Additionally, warking with the ESG
subreciplents, KHC encourages inclusion of street outreach as an eligible use for the state E5G allocation,
With the availability of federal ESG-CV funding, the KY¥ BoS CoC has been able to expand street outreach
activities. Training on the eligible uses of E5G street outreach funding was made available across the
state. Furthermore, the KY BoS CoC is implementing a statewide Coordinated Entry System [CES) called
"Any Door KY.” Since the geographic area is so large, the CoC is implementing coordinated entry by
using 15 smaller regional bodies called Local Prioritization Communities [LPCs), which mirror existing
Area Development Districts (ADDs), &l areas are utilizing a commaoen assessment toal and are following
palicies and procedures adopted by the KY BoS CoC Advisory Board. Using the KYHMIS (Kentucky
Homeless Management Information System), KHC serves as the lead entity for the KY BoS Coordinated
Entry System. In November 2020, the KY Bo5s Cot revamped its implementation of the CES so that a
dedicated KHC staff member is taking a maore hands on responsibility for ensuring peaple are quickly
connected with permanent housing through CES. This staff person manages referrals to the 15 LPCs of
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eligible clients based on current KY BoS Prioritization criteria and availability of permanent housing
resources funded by ESG and CoC. It remains KHC's goal to continuously improve quick access to
permanent housing through the KY Bos CoC CES by making more timely referrals and better monitoring
of housing placements, such as the length of time it takes projects to move people into housing once a
CES referral is made. Four KY BoS CoC member agencies also continue to receive CoC Supportive
Services Only (S50)grants to support their work as Coordinated Entry leads in their regions, and in the
2021 CoC Competition the BoS CoC was awarded a coordinated entry grant to suppert BoS-wide housing
navigation services and two new regional Coordinated Entry lead grants. KHC will continue to work
closely with KICH, CoC and ESG agencies, other state agencies, and other service providers to increase
coordination of efforts to maximize limited resources focused on homeless and special needs
populations in the following areas:

«  Supportive services including medical and mental health services
Adeguate discharge planning

Homeless prevention funding

Utilities assistance funding

Connecting those in need of services to those who offer services.

- & = »

Addressing the emergency shelter and transitional housing needs of homeless persons

While connecting people experiencing homelessness with stable, permanent housing is the goal of the
k¥ BoS CoC's efforts, crisis housing through the provision of emergency shelter and transitional housing
remains an essential component to the Col's crisis response system.

KHC provides funding to more than 200 emergency shelters each year to support shelter operations [e.g.,
shelter maintenance, repairs, rent, insurance) and supportive services, which includes case management
services to connect participants as quickly as possible to permanent housing.

Im addition to the emergency shelters funded through ESG, the KY BoS CoC has established relationships
with more tham 50 non-funded shelters across the Balance of State. These shelters participate in the
annual paint-in-time count an are offered training opportunities provided by KHC on shelter best
practices. Mon-funded shelters are also encouraged to participated in the CoC's Coordinated Entry
System to connect participants with housing resources funded through the CoC, ESG, VA Supportive
Services for Veteran Families (55VG), and the U.S. Department of Health and Family Services Runaway
ard Homeless Youth (RHY) programs.

In recent ESG funding rounds, including ESG-CV awards, KHC has allocated additional funding to Street
Outreach to better identify people experiencing unsheltered homelessness and connect them with
shelter while permanent housing is obtained. The Ky Bos CoC also partmers with street outreach
programs provided through the WA and PATH,

Shelters are strongly encouraged to reduce barriers to shelter entry (e.g., broad background checks,
spbriety, having income) and to eliminate unnecessary rules for staying In the shelter, Shelters have
been pravided trzining through the National Alliance to End Homelessness (MAEH] Emergency Shelter
Learning Series as well as free in-person and virtual housing-focused case management training
pravided through national technical assistance providers. Throughout FFY 2022 KHC will offer intensive
homeless services best practices training to KY Bos CoC member agencies from OrgCode, Consulting
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Ime., & firm recognized intermationally for their expertise in evidence-based service delivery. In recent
years, the KY BoS CoC has created four new Joint Tranzitional Housing-Rapid Rehousing (Joint TH-RRH)
projects, including a large project funded through HUD's CoC Domestic Vielence Bonus allocation (DY
Banus). These prajects provide short-term transitional howsing while participants are assisted in locating
houwsing subsidized with RRH rental assistance or other support if needed, The transitional housing
partion of these Joint TH-RRH projects operates as low-barrier crisis housing to provide a safe shelter
while housing is identified. Fallowing Housing First principles, participants are not required to
participate in any programs (e.g., life skills classes, substance use recovery programs, ete.) to stay in the
transitional housing units, Through EHC's annual CoC competition, Joint TH-RERH projects were selected
from areas were no or insufficient emergency shelter existed. In HUD's 2021 CoC competition, the Bos
CoCwas awarded a grant expanding the DV Bonus Joint TH-RRH grant,

I addition, through the Youth Homelessness Demonstration Program (YHDP), two transitional housing
projects were funded in the Southeastern Kentucky region of the KY BoS CoC. Also funded through YHDP
is a large Supportive Services Only [S50) project that provides assistance to Host Homes far youth
needing crisis housing, especially in areas where emergency shelter or transitional howsing units do not
exist. The KY BoS CoC routinely provides letters or support for funding oppertunities and an-going
collaboration with transitional housing projects funded through the VA"s Grant Per Diem Program and
HHS RHY projects,

Lastly, through the provision of ESG CARES Act funding (ESG-CW), KHC has awarded 53.2 million for
emergency shelter activities to be provided up to September 30, 2023 (as funding allows, per the
extension granted by HUD CPD Motice 22-08), specifically to prepare, prevent, and respond to
coronavirus. Shelters, including many not already funded with annual E5G funds, are using funds to for
such things as expanding hours, personal protection equipment |{PPE) to participants and staff,
hatel/motel rooms to guarantine people who are COVID+ or who have been exposed to the virus and
tor those who otherwise would be unsheltered without regular access to sanitization/hygiene facilities
to practice regular handwashing and other COC recommendations to socially distance from others, ESG-
CV funds also supported new projects providing shelter using hotelfmatel wvouchers in communities
without year-round shelters.

Im March 2021, KHC awarded additional ESG-CW funds to support emergency shelter activities.

Helping homeless persons (especially chronically homeless individuals and families, families with
children, veterans and their families, and unaccompanied youth) make the transition to permanent
housing and independent living, Including shortening the period of time that individuals and families
experience homelessness, facilitating access for homeless individuals and families to affordable
housing units, and preventing individuals and families who were recently homeless from becoming
homeless again

By prioritizing ESG funds for use with Rapid Rehousing (REH) programs and by working with the CoC to
identify agencies to apply for new CoC RRH and P5SH projects, resources are becoming better aligned
with the need to reduce the time individuals and families remain hameless as well as giving them access
to sustainable, permanent housing options. Through the CARES Act, KHC has awarded nearly 515.1
million from its 523.4 million E5G-CY allocation o to support additional RRH projects, achieving for the
first time the availability of RRH across all 118 counties within the KY BoS CoC.
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Kentucky has a variety of services and housing that assist homeless veterans. Through the Kentucky
Interagency Council on Homelessness, it has been successful in identifying resources and gaps in
veterans’ assistance. In addition, service providers are being linked with organizatiens serving veterans,
bath private (local SSVF programs) and public (VA Service Centers). With fourteen VASH programs and
five S5WF programs operating in Kentucky, the services to veterans have never been more accessible as
they are now. Additionally, both the Balance of State CoC and ESG applications provide scaring
incentives for agencies targeting persons experiencing chrenic homelessness, The Col's Coordinated
Entry System [CES) policies require people experiencing chronic homelessness to be priorities for
permanent housing resources. Youth between the ages of 18-24 are assessed using the Transition Age
Youth assessment tool (TAY-VISPDAT], which takes inte consideration unigue needs of youth.

Activities planned for the coming vear to address housing needs of hameless individuals and families
and to prevent low-inceme individuals and families from becoming homeless include the activities listed
below.

Acquisition, construction, renovation, major rehabilitation, or conversion of structures for use as
permanent suppoartive howsing for homeless persons,

Payment of maintenance, operation, rent, repair, security, eguiprment, insurance, utilities, and
furnishings of permanent housing. KHC is also partnering with HUD to take steps to end veteran
homelessness in Kentucky.

KHC has dedicated housing assistance for 100 homeless Kentucky veterans through the Veterans
Emerging Towards Transition (VETT) Program. Through the VETT program, KHC has a preference for 100
Housing Choice Vouchers (HCW) for qualified homeless veterans in the 87 counties KHC serves under the
HCV program. This special assistance will help gualified veterans pay for housing and ultimately reduce
the number of homeless veterans in Kentucky,

KHC has also created the Kentucky Moving On initiative in 2017, The program is a partnership with the
Kentucky Balance of State Continuum of Care whereby persons currently in CoC-funded permanent
supportive housing units who are no lenger in need of Intensive case management and supportive
services may transition cut of the PASH-funded resource into a Housing Choice Youcher within the
community, The program allows people who have achieved housing stability to transition into
community-based housing and frees up limited PSH resources for persons with more severe needs, such
as those experiencing chronic homelessness,

Additionally, KHC was also awarded 200 Mainstream Vouchers in 2019 and an additional 100in 2020
that can serve households with a mon-elderly member with a disability. Referrals for this program are
made by KY BoS CoC partners across the 118-county CoC. KHC has worked closely with CoC and ESG-
funded agencies to refer participants in RRH programs so that those RRH limited resources can be used
for people in experiencing unsheltered homelessness and those in emergency shelter to sharten the
length of time people remain homeless.

In partnership with the KY Bo3 Col, KHC's PHA program, and the state Cabinet for Health and Family
Services (CHFS), KHC was awarded 100 Family Unificaticon Program (FUP) vouchers, These vouchers are
specifically for families in which the lack of housing is the reason why children zre removed from the
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parents or are about to be, as well as unaccompanied yvouth who are homeless that aged out of the
foster system. Services for these families and youth are provided by CHFS.

The American Rescue Plan Act (ARPA) of 2021 created the Emergency Housing Voucher [EHV] program
to assist individuals and families who are homeless, at-risk of homelessness, fleeing, or attempting ta
flee, domestic violence, dating vielence, sexual assault, stalking, or human trafficking, or were recently
hameless or have a high risk of housing instability. PHAS serving the KY Bos CoC received a total of 362
EHWs, with 257 vouchers allocated to KHC's PHA program and 15 vouchers allocated to each of the
following small city/rural PHAs: Housing Authority of Somerset; Housing Authority of Glasgow; Housing
Authority of Paintsville; Housing Authority of Mayfield; Housing Authority of Springfield; the City of
Richmond Section 8 Housing Program; and the Fineville/Bell County Community Development Agency.
The KY BoS Col has executed Memaoranda of Understanding with each of these PHAs to refer eligible
hauseholds for EHVS via the Coordinated Entry System (CES). Unaccompanied and parenting youth alse
have access to crisis and permanent housing, as well as ongoing youth-specific suppartive services
through 5 Youth Homelessness Demaonstration Program [YHDP) projects in Southeastern Kentucky.
Lessons learned from the YHDP project will be implemented in other projects across the KY Bo% CoC
over the coming years, including emphasis on connecting youth to peer support, opportunities for
community involvement, and focus on the sacialfemational well-being of youth in addition to
immediate housing needs.

For all ESG and Col-funded projects, agencies are reguired to provide supportive services to help
participants obtain and maintain permanent housing. Specially, all RRH projects are required to
implement the Mational Alliznce to End Homelessness (MAEH) RRH standards, which includes assistance
in locating housing (e.g., landlord outreach), access to rental assistance consistent with the household's
specific needs, and on-going case management to ensure participants are able to maintain housing even
when the rental assistance ends. ESG-RRH agencies are required to provide at least 3-months of case
management after rental assistance ends to assistance participants transition to stable housing. All ESG-
LV RRH reciplents are required to re-evaluate participant’s income every three months, to determine if
additional subsidy is needed or if participants are able to take on more of their own rent.

Helping low-income individuals and families avold becoming homeless, especially extremely low-
income individuals and families and those who are: being discharged from publicly funded institutions
and systems of care (such as health care facilities, mental health facilities, foster care and other youth
facilities, and corrections programs and institutions); or, receiving assistance from public or private
agencies that address housing, health, soclal services, employment, education, or youth needs

Under the Emergency Solutions Grants program, the state continues to allow funds to be allocated to
Homelessness Prevention. Through ESG-CV funds, KHC has been able to allecate significantly more funds
for Prevention activities. Since Congress appropriated a large amount of funds for emergency rental
assistance, KHC is targeting nearly 2.6 million in ESG-CV Prevention funds to people who were not
protected under eviction moratoria and who do not qualify for federal emergency rental assistance,
implemented in the Kentucky Balance of State through the Healthy at Home Eviction Relief Fund.

The KY BoS CoC collaborates with the Cabinet for Health and Family Services (CHFS), which implements
discharge planning for youth who age out of foster care. Independent living coordinators and Cabinet
social workers develop a transition plan help to identify appropriate, sustainable housing options prior
to discharge from foster care, giving them access to stable housing through age 21, CHFS provides up to

Annual Action Plan 107
2023

OMB Control No: 2506-0117 (exp. 09/30/2021)



six rnanths of initial rental assistance plus an additional six months if needed, through the Chafee Room
B Board program. Recent HMIS data show that less than one percent of persons in emergency shelter
had come from foster care placement,

Discharge planning efforts from health-care facilities in Kentucky takes place according to the health-
care venue andfor program. Kentucky participates in Medicaid and Medicare programs and is required
to adhere to all applicable standards of care, including discharge. The Center for Medicaid and Medicare
Services (CMS) Condition of Participation requires that hospitals must have in effect a discharge
planning process that applies to all patients. The evaluation process includes determining an appropriate
discharge site. & very small percentage of persons exiting health-care facilities are discharged to
homeless programs. The State has established a policy to prevent individuals with serious mental illness
from being discharged into homelessness, Instead, the policy requires discharge from inpatient
peychiatric hospital settings and other facilities to permanent community-based housing. Facility staff
collabarate with family members, guardians, service providers and others to ensure that discharge
planning begins upon admission, that the individual's preferences are honored through person-centered
planning and that every effort be made for community integration in housing and services, The majority
of persons discharged from state psychiatric hospitals return to their own homes. The Cabinet for Health
and Family Services Department for Behavioral Health, Developmental and Intellectual Disabilities
Olmstead Housing Initiative is expected to assist nearly 150 persons this year through a combination of
rental assistance vouchers and permanent supportive housing rental units,

The Department of Corrections’ discharge policy and procedures ensure every effort to secure safe
haowsing for offenders prior to release from incarceration. The first option is to determine if the
individual can return ta his/her home; then to consider housing options with family or friends. Many
offenders recognize that returning home may not allow them to be successful, and they choose to
secure a home placement ina transitional living facility. The transitional housing may have specific
requirements and seeks to assist the offender in his/her reentry process. Offenders typically return to
hame placements with family or friends, The Department of Corrections waorks directly with centracted
halfway houses (re-entry centers) when a family member or friend is not available to support the
offenders’ transition into the community. The Recovery Kentucky program assists persons who have
substance abuse dependencies. The recovery centers are funded by the Department of Lacal
Government, Kentucky Housing Corporation, the Department of Corrections, and other commiunity
funds and are expected to assist more than 1,400 persons this year. Community Development Block
Grant [COBG) funds provide program services funding and KHC rental assistance funding supports 13
Recovery centers across the state.

Discussion

KHC will continue to provide technical assistance and training to HIV/AIDS housing and service providers
to increase capacity. Also, HOPWA grantees are encouraged to participate in the KY BoS CoC
Coordinated Entry System where they may be miore successful in partnering services and housing with
other providers who may serve the same or similar populations.,

Formula HOME and HTF funds may be awarded to projects serving special needs and/or homeless
populations, In FFY 2023, KHC will also continue deployment of 551.7 million in HOME-ARP funds to
assist individuals or households who are homeless, at risk of homelessness, and ather vulnerable
populations, by funding supportive housing development, supportive services, and street outreach.
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Analysis of Impediments Appendix

The Commonwealth of Kentucky's most recent Analysis of Impediments to Fair Housing Choice [Al) was
completed in April 2020 and currently serves as the pulding document for Kentucky Housing Corporation
[KHC) in affirmatively furthering fair housing’. In addition to highlighting the successes of the prior Al, the
newest Al makes specific recommendations to KHC in the areas of fair howsing education and outreach,
expansion and preservation of affordable housing, enforcement of design and construction requirements,
and access to programs and services for populations with limited English proficiency. KHC's work toward
implementing these recommendations is discussed below.

Fair Housing Education and Outreach

The first recommendation in the Al encourages KHC to continue its fair housing education and autreach
efforts. Unfortunately, discriminatory practices can be subtle and may not be detected by someone who
does not have the benefit of comparing his ar her treatment with that of another home seeker. Other
times, persons may be aware that they are being discriminated against, but they may not be aware that
the discrimination is against the law and that there are legal remedies to address the discrimination.
Therefore, education, information, and referrals regarding fair housing issues remain critical to equip
persons with the ability to avoid fair housing impediments,

The following chart identifies the specific recommendations made to KHC regarding fair housing education
and cutreach and a summary of KHC's ongelng efforts to accomplish those goals:

Recommendation Summary of Efforts Toward Recommendation

Continue te fimanclally and administratively | KHC remains committed te financially and

support bilingual housing counseling and administratively supporting bilingual housing
education efforts, counseling and education efforts, It is KHC's
consistent practice to identify and partner with
agencies in the Commaonwealth who successfully
provide bilingual heusing counseling and education to
the populations KHC serves, including REACH, Inc.
{statewide), Brighton Center (statewide), Kentucky
Refugees Ministries [statewide), Louisville Urban
League (Jefferson County), Housing Partnership Inc

Lo complete copy of the Commonwealth of Kentucky's most recent Analysis of Impediments can be
found on KHC's website at https:/fwww kyhousing .org/Planning-
Documents/Documents/KentuckyX 205tatewide®2041 04.29.20 FINAL pdffisearch=analysis.

1
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{Jefferson County), and other similar organizations
througheut the Commaonwealth who can service LEP
clients. Beyond that, all counseling agencies must
hawe a Language Access Plan to address how they will
provide services to LEP clients.

EHC contracts with three translation companies —
Catholic Charities, iiWaA Inc. And International Center
of Kentucky — to provide interpretation and
translation services for any interactions with non-
English-speaking customers, partners, or memibers of
the public. To identify that need, KHC pasted "I
Speak” posters at the front desk and gave KHC
customer service representatives those cards to allow
nen-English speaking callers the ability to indicate
that they need language interpreting services and
give KHC staff members the aopportunity to call one of
our contracting agencies.

KEHC continues to offer document, fliers and
marketing materials in Spanizh and has a Spanish
section of its website, Its external website and
Homeownership Protection Center site have
accessibility options for those needing to translate
the site or to increase the font, adjust the brightness
of a host of other options for special needs
individuals.

EHC continues to celebrate April as Fair Housing
Maonth by posting on social media about how the
public can spot unfair housing practices and file a fair
housing complaint. The posts helped raise awareness
about the need for fair housing and how people can
ensure that all Kentuckians have access to fair,
afferdable housing, whether they live in an
apartment, home, nursing home, residence hall, or
other space, Mew in 2023, EHC recorded a podeast
with Drew Bowling of Kentucky Fair Housing Council
e discuss fair housing practices and how to report
suspected violations.
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Continue to promate and market the “Simply
Home" exhibit te municipalities and
institutions across Kentucky as a vehicle for
fair housing education and cutreach.

KHC curated a "Simply Home” exhibit to showcase
the faces of affordable housing and to educate
residents in the Commonwealth about how
afferdable housing creates good neighbars,
Organizations may request this exhibit for showings
in an accessible place by the public, Civic
organizations, libraries, museums, and other places
that can accommaodate the floor space for the 24-
foot by 34-foot exhibit and consider the 4-foot
accessibility for compliance with American Disabilities
Act are great showeases for the exhibit, KHC staff will
deliver and set up the exhibit onsite, free of charge,
as a service to the Commanwealth. This educational
effart serves in part to reduce resistance to
afferdable housing.

KHC hopes to showcase this exhibit to a greater
extent as more buildings, gatherings and conferences
are conducted mow that many of the coranavirus
pandemic restrictions are lifted,

Centinue to collaborate with the Kentucky
Commission on Human Rights and Kentucky
Fair Housing Council, Inc. te expand
education and outreach efforts and to
identify gaps in need of additional efforts,

EHC continues to maintaln its strong warking
relationships with the Kentucky Fair Housing Council,
the Kentucky Commission on Human Rights, and
similar agencies and organizations that handle fair
housing matters. KHC uses these relationships as a
referral network when fair housing complaints are
reported to KHC, KHC also collaborates with these
groups an how to address fair housing issues when
they arise.

KHC continues to provide menetary and
administrative support to these fair housing
organizations for their trainings and other activities.
For example, KHC staff participated in the Lexington
Fair Housing Council's April 2023 fair housing training
event, which was held virtually, The training was
designed for landlords, property managers, and
service providers, but anyone who wanted to learn
miore about fair housing rights had the ability to
attend,

Finally, KHC provides operating grants to several
organizations advancing fair housing in Kentucky,

3
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including the Homeless and Housing Coalition of
Eentucky, Metropolitan Housing Coalition, Kentucky
Fair Housing Council, and other nonprofits across the
state,

Continue the marketing, outreach, and
engagement activities with multicultural
populations across Kentucky via the
Multicultural Customer Service and Qutreach
Coordinataor.

Ta remain focused on bilingual housing counseling
and education and support and engage multicultural
populations in the Commonwealth, the duties of the
MCS0C are performed by the Mortgage Praduction
Administrators, They coordinate marketing, outreach,
education, and engagement activities and review
KHC's internal palicies and practices to ensure
mislticultural populations are effectively served.
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In addition, KHC has worked to increase access to fair housing and fair housing education across the
Commonwealth in the following ways:

*  KHC's diversity, equity, and inclusion cemmittee continues to expand KHC cultural sensitivity amd
awareness both internally and externally. This Committes, with the efforts of a hired consultant,
examined KHC's internal culture by conducting a staff survey and conducted training for staff on
what diversity, equity, and inclusion is, how it affects our everyday lives, and how to be aware of
and eliminate unconzcious bias. The Committee is also undertaking initiatives to include diversity,
equity, and inclusion considerations in the relationships with KHC's partners, centractors, and
grantees externally.

+ KHC employess continue to receive fair housing training at orientation and various departments
are involved in KHC's Title W self-survey process annually,

»  KHC also added new features to its website that makes it easier to navigate for visitors that may
have seizures, vision impairments, cognitive disabilities, or ADHD. The display, content, sizing, font,
and other features can now be adjusted making it more user friendly. This was also added ta the
Homeownership Protection Center site to accommaodate people seeking information about the
Homeownership Assistance Fund.

+ As an administrater of housing programs, KHC provides educational and technical assistance
regarding fair housing whenever possible. KHC continues to include fair housing information in all
contracts with subrecipients. At the program level, KHC continues to wark with all its sub-
reciplents who recelve pass- through federal funding to expand minority participation. To ensure
compliance, KHC annually implements the Title VI self-survey by sending it to recipients receiving
funding, The KHC fair housing coordinator aversees the Title V1 survey process, with program
reciplents’ responses carefully evaluated for compliance, Any survey response which 1s not
satisfactory is sent back for further review, clarification, or investigation as needed. As part of its
angoing Title VI review efforts, KHC requires that agencies whao indicate that their boards fail to
hawe aiy minority members must alse provide KHC with an explanation as to why.

Expansion and Preservation of Affordable Housing in a Variety of Locations

The second charge in the Al asks KHC to focus on the expansion and preservation of affordable housing in
diverse areas across the Commaonwealth, The following chart identifies the specific recommendations
made to KHC and a summary of KHC's ongoing efforts to meet the recommendations:

Recommendation Summary of Efforts Toward Recommendation
Continue to allocate LIHTC funding to projects The current Al discusses in detail the significant
that prioritize higher opportunity areas and impediment created when affordable housing
avaid concentrations of affordable housing. developments are concentrated in R/ECAP areas

{predominately minority areas with high powverty).
KHC's planning decuments address this issue in
detail.
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First, KHC's Qualified Allocation Plan (QAP) gives
preference to projects that contribute to a
concerted community revitalization plan. It also
includes significant developer incentives to
expand housing chaoice in higher opportunity
areas, including areas where high job growth is
anticipated and areas that score well on the
Enterprize Opportunity 360 Report in the areas of
Housing Stability, Education, and Economic
Security. In a largely rural state like Kentucky,
however, the need for creating new, decent, and
safe affordable housing in rural areas is also
great. KHC continues to work to strike a balance
between the two. KHC also offers scoring
incentives for siting projects in low-poverty
census tracts and in counties where there are
fewer affordable units available.

KHC's Multifamily Guidelines provide that urban
projects proposing to create new units ina
qualified census tract must submit a copy of the
local jurisdiction’s averall plan for revitalization,
community development, and/or economic
development that meet certain criteria.

To continue to discourage high concentrations of
affardable heusing, the QAP deducts scoring
paoints far new-build prajects that are located
within .5 miles {for urban prajects) and 3 miles
[for rural projects) of another tax credit project
that has been approved in the previous 2 years
and which targets the same tenants as that
project.

Continue the Down Payment Closing Cost
Assistance Program and the Homebuyer Loan
Program for income-eligible homebuyers.,

Evaluate a preference for low- and mederate
homeowners in neighborhoods at risk for
displacement due to gentrification.

KHC recognizes that down payments, closing
costs, and prepaids are stumbling blecks far many
potential home buyers, Our Down payment
Assistance Program (DAP) provides a path arcund
those barriers to homeownership. Additionally,
when it is possible and allowable, KHC may
lewerage its DAP with ather existing community
programs to expand further the access to
homeownership. To assist more potential home
buyers with inflation and increasing home prices
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and property taxes, KHC recently increased the
allowable amounts for its DAP program,

Continue the Homeowner Rehab Program and
the Weatherization Assistance Program to
preserve the existing affordable housing
inventory and lower homeowner costs,
Evaluate a preference for low- and moderate-
incorme homeowners in nelghborhoods at msk
for displacement due to gentrification.

KHC awarded a little over 52,000,000 in the
state’s Affordable Housing Trust Funds [(AHTF) for
home repairs, which results in more than B0 units
with repairs.

KHC awarded 20 subgrantees over 515,000,000 in
weatherization funding for FY22 to install energy
saving measures in over 450 units. To ensure
measures are installed correctly, crews and
contractors receive training that KHC's
Residential Energy Efficlent Training Center and
Quality Control Inspectors inspect each unit upon
completion for guality of work, In addition to this
regular formula funding, KHC expects to receive
almost 552 million in Bi-partisan Infrastructure
Law funding for weatherization in FY 23.

Continue to advocate for afferdable housing
resources among local, State and Congressional
delegations.

KHC remains committed to its legislative
advocacy at the federal and state level. Efforts
have included monitoring legislation at the federal
and state level, providing comments to state
legislation, sending legislative advocacy letters ta
its federal congressional delegation, and joining
in legislative advecacy letters to members of
Congress drafted by the Mational Council of State
Housing Agencies,

Continue the Tenant-based and Project-based
Rental Assistance Programs to ensure
affordable rental assistance for protected
classes across the Commonwealth, including
assistance to individuals with disabilities and/for
recovering from substance abuse.

KHC's Tenant-based and Project-based rental
assistance programs continue to assist thousands
of Kentuckians find safe, affordable housing, The
houzing choice voucher (HCV) program often
focuses on those with the greatest need,
including individuzls with disabilities, that are
homeless, and those recovering from substance
abuse. As amexample, the Recovery Kentucky
program remains a source of support for
hundreds of individuals recovering fram
substance abuse. Additionally, since August 2022,
the HCW program has been awarded 47 Fair Share
Vouchers to assist survivors of domestic violence,
or individuals and families who are homeless, as
defined in section 103(a) of the McKinney-vento

7
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Homeless Assistance Act (42 U.5.C. 11302(a)), or
at risk of homelessness, as defined in section
A401(1) of such Act (42 U.5.C. 11360(1]). KHC was
awarded an additional 12 Veterans Affairs
Suppartive Housing vouchers since November
2022 to assist homeless veterans,

KHC also recently co-hosted the Housing
Management Conference for Kentucky and
offered attendees, particularly property
management staff, fair housing training sessions
to educate them about thelr falr housing
obligations.

Additienally, KHC's Multifamily department
continues to require all applicants requesting
federal funding to submit an Affirmative Fair
Housing Marketing Plan |properties with five or
more units), Fair Housing Plan, Title VI Self-Survey
and Statement of Assurance, and a Section 504
self-Evaluation,

All Multifamily applicants requesting any type of
KHC funding must provide a Tenant Selection
Flan and a sample of their Tenant Lease, which
must adhere to the Uniform Residential Landlord
Tenant Act {URLTA).

Coentinue to seek Continuum of Care funding
for rapid-rehousing and permanent supportive
housing developments that provide affordable
housing options and related services for
protected classes,

In the 2021 Continuum of Care competition, the
Kentucky Balance of State Continuum of Care (KY
BoS CoC) picked up two new regional Permanent
Supportive Housing (PSH) projects, in Morthern
and Central Kentiecky, The KY Bos CoC also
approved an expansion project on an existing
Permanent Supportive Housing program in
Western Kentucky which will allow more
chromically homeless households to be served
with vital PSH resources in the region.

aAdditionally, the KY Bos Col was awarded
approximately 51,500,000 in Domestic Vielence
Bonus projects. This funded an expansion of Rapid
Re-Howsing resources for survivors of domestic
vielence throughout the 118-county KY Bos Col.
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Inthe 2022 Continuum of Care Special NOFO for
Unsheltered and Rural Homelessness, the KY BoS
CoC was awarded %$1,70,647 to support 3 new
PSH projects serving rural communities.

Ini thie 2022 Continuum of Care competition, the
EY Bos CoC was awarded one new P5H project
and the expansion of one existing PSH project and
ane Rapid Re-Housing project.

Other efforts wo expand and preserve Rapid Re-
Housing include the ESG CARES Act (ESG-CV)
allacation to KHC. KHC allocated the majority of
ESG-CV funds to additional Rapid Re-Housing
projects. This significantly increased the
availability of permanent housing assistance for
peaple experiencing homelessness, With the
CARES Act allocations of ESG funds, the KY BoS
CoC has been able to build Rapid Re-Housing
coverage across the entire 118 county Continuum
for the first time in its history,

Evaluate toals and methods to connect people
to housing, such as housing service locator
tools.

While expanding and preserving permanent
housing options via the Continuum of Care (CoC)
and Emergency Saluticns Grants (E5G) programs,
KHC has contracted with Padmission, LLC to
develop a Kentucky Balance of State [KY BoS)
centralized landlerd engagement and Permanent
supportive Housing (PSH)/Rapid Re-Housing
{RRH}/Houzing Choice Voucher HCW) housing
location platform. This tool will support bath the
118-county KY BoS CoC and KHC's HCW program
that serves 87 counties, Padmission will allow
landlords te update vacancies in real time,
identify which programs they will accept, and
provide unit pictures and specifications to
streamline the housing search process for case
managers and tenants alike. KHC hired a KY BoS
Housing Mavigation Specialist to serve as the
Padmission Administrator, as well as to assist Bos
providers with trouble shooting housing
navigation and provide program and landlord
training across the KY BoS CoC. Additionally, KHC
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received a new Coordinated Entry-Supportive
Services Only grant in the 2021 CoC competition
to help suppert this important heusing navigation
work in the Bos Col.

In 2022, KHC also launched the Housing
Connector program, which is designed to provide
heusing application and navigation services to
households with a history of homelessness using
Mainstream and Emergency Housing Vouchers.

In the 2022 Contimuum of Care Special MOFO,
Kentucky Housing Corporation was funded to
support Housing Connector services in rural areas
for those using these specialized vouchers and
new rural P5H voauchers.

In addition, KHC has worked to increase expansion and preservation of affordable housing across the
Commonwealth in the following ways:

*  KHC has been hard at work to address the housing needs of Kentuckians impacted by the
coronavirus pandemic, From September 2020 through January 2021, using state discretionary
carcnavirus relief funds, KHC helped 4,140 househalds avaid eviction with nearly 515 million in
rental assistance through phase one of the Healthy at Home Eviction Relief Fund {(HHERF).
Using US Treasury funding from the Emergency Rental Assistance 1.0 (ERAL) program funded
under the Consolidated Appropriations Act of 2021 and the Emergency Rental Assistance 2.0
[ERAZ) program funded under the American Rescue Plan Act of 2021 to continue the HHERF
program, KHC provided 57,742 Kentucky households with 5227 million in rent assistance and
&26.6 million in wutility assistance from March 2021 through February 2023 via phase 2 of
HHERF, Additionally, KHC allocated 5456 million in ERAL funding and 554 million in ERAZ
funding to Louisville/Jeffersen County Metro Government and Lexington/Fayette Urban
County Government for their emergency rental assistance programs. Even though the HHERF
program closed to new applications in Janwary 2023, KHC will continue ta use remaining ERAZ
funding to sustain Kentuckians® housing stability by 1) continuing an Eviction Diversion Program
for households with active eviction cases in court; 2) funding legal assistance for those facing
eviction cases; and 3) continuing several homelessness prevention and rapid rehousing
activities initially funded under the Emergency Solutions Grant CARES Act [ESG-CV) program.

Enforcement of Design and Construction Requirements

Thirdly the Al encourages KHC to enforce its design and construction reguirements in a way that fosters
fair housing, The following chart identifies the specific recommendations made to KHC and a summary of
KHC s ongoing efforts to meet the recommendations:

10
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Recommendation

Summary of Efforts Toward Recommendation

Design

Expand the Certification of Compliance with

KHC requires all projects to complete a Certificate of
Compliance with Design Requirements,

Requirerments for Accessible Housing to requine
that general contractors involved in the design
and construction af new multifamily residential
properties sigm the certification form, in
addition to owners/developers and architects.

Accessible Housing certifying that the design
complies with all applicable accessibility of
requirements of the Fair Housing Act of 1988, KHC
Minimum and Universal Design Standards, Uniform
Federal Accessibility Standards, Section 504 of the
Rehabilitation Act of 1973, 2010 ADA Accessibility
Guidelines, and any other applicable state or local
codes, The document must be signed by the
architect, general contractor, and the owner of the
project. The completed certificate is required at the
Technical Submission stage and serves as a guiding
document throughout the project.
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Continue allocation of funding to projects that | To further encourage aging in place design features

include accessibility design features such as in multifamily senior howsing, KHE continues to
aging-in- place, Universal Design, ADA and UFAS | offer a scaring preference for applicants requesting
construction standards, funding in its competitive applications, Specifically,

KHC offers points to projects which provide
features to enhance a senior’s living environment
or promote aging in place, including modified
kitchens, bathrooms, lighting, and commaen areas.
Scoring points are alternatively available for
projects located in counties with a high percentage
of seniors.

KHC's Minimurm Design Guidelines incorporate the
requirements of state and federal laws pertaining to
accessibility, including Section 504 of the
Rehabilitation Act of 1973 and the ADA. Further, KHC
imposes a Universal Design standard that
incorporates features such as wider doorways and
hallways, lower thresholds, shorter reach ranges,
blocking for grab bars, lever faucets and doors. By
making these features inherent to the construction,
it allows people stay in their homes (single family
and rental units) when mobility issues force the use
of a wheelchair.

Projects receiving federal funds also are required to
conduct a Section 5304 Self-Evaluation of all aspects
of an organization, including its buildings, program
outreach and communication, eligibility and
admission criteria, percentage of accessible units,
etc. A person with disabilities or a representative
from an agency that serves persons with disabilities
must assist the applicant in completing the self-
evaluation. This document is reguired at the
Technical Submission stage of a praject and is
reviewsad by KHC's Legal Team for compliance.

In addition, KHC has taken the following measures to promaote fair housing across the
Commonwealth through its design and construction standards:

+  KHC funding applications require applicants to continue to identify which impediments in the 4l
12
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their projects will work to eliminate, and how they plan to da so.

»  KHC Minimum Design Standards maintain mandates that all dwelling units must have the ability
to connect to the intermet by telephone connection, cable modem, or a secured wireless
connection provided by the property. All dwelling units and commaon areas accessible by the
residents must be supplied with signal strength adeguate for connection to the Internet.

*+ KHC adopted the protections afforded under the HUD Equal Access Rule and requires any
partner applying for KHC funding to adhere to them, whether they originate from HUD or from
some other source, KHC reviews documentation from our partners to ensure that they prohibit
the denial of access to housing based on actual or perceived sexual orientation, gender identity,
or marital status.

¢ KHC remains committed to ensuring our partners comply with the requirements of the Violence
Against Women Act [VAWA) by requiring our partners te provide all tenants with information
about their rights under VAWA when they apply for housing or funding. KHC also upholds our
VAWA Emergemcy Transfer Plan, which was incorporated into our Administrative Plan,
describing who may be eligible for an emergency transfer, the emergency transfer process,
canfidentiality protections, and guidance to tenants on safety and security. KHC continues to
reguire developers and management companies to develop and submit an Emergency Transfer
Plan to KHL,
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Access to Programs and Services for Populations with Limited English Proficiency

The final recommendation in the Al leads KHC te ensure that its programs and services are accessible to
populations with limited English proficiency (LEP). The following chart lists the recommendations made to
KHC and a summary of KHC's ongoing efforts to meet the recommendations:

Recommendation Summary of Efforts Toward Recommendation
Annually update the Language Access | KHC's practice is to update its Language Access Plan (LAP)
Flan to reflect a review of any annually. The most recent version, which was updated on
demographic changes statewide and | January 11, 2023, can be found on KHC's website at
foreach county, and the results of https:fwww kyhousing.org/Planning-
menitering for the effectiveness of Documents/Documents/Language-Access-Plan- Kentucky.pdf.
the plan’s implementation. KHC updated its internal website to include guides and aids

to assist employees that may interact with limited English
proficiency persons (LEP). Trainings are being developed to
teach employees about KHC's LAP more and increase
autreach with LEP populations.,

Evaluate collecting preferred language | To assist first time homebuyers with LEP to make informed

data at time of single- family loan decisions during their home mortgage loan process and to
origination to provide Improved loan | provide improved loan servicing to LEP populations, KHC's
servicing to LEP populations. Single Family Programs added some language preference

features to its new Loan Origination System (LOS). KHC can
now easily identify the preferred language for its barrowers.
KHC recruited several bi-lingual staff to communicate with
borrowers in their preferred language.

In addition to the work outlined above, KHC offers the following additional infermaticn pertinent to its
ongoing efforts to serve the LEP population in the Commonwealth:

# KHC continuously engages in other activities designed to serve LEP populations by issuing
infarmation and guidance to its hameawner clients in Spanish.

*  KHC continued its efforts to reach multicultural populations in all its programming, including the
Homeowner Assistance Fund necessitated by the coronavirus pandemic. KHC offers
infarmational documents in Spanish and the Communications team produced an infermational
videa with subtitles for LEP applicants.

#  KHC continues to translate its communication materials for nonnative speakers including
offering Google Translate as a function on its external website and eGrams, translated
documents in a Spanish section of its website, and Spanish videos and videos with Spanish
subtitles on YouTube, Fliers for the Healthy at Home Eviction Reliel Fund and Homeowner

14
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Assistance Fund were both created in Spanish and distributed to agencies referring clients to
bath pregrams.

* KHC's Al was translated into Spanish. Similar translation continues to be done on the K-Count,
which is a point-in-time count of the Kentucky homeless populatien; the KY Balance of State
Continuum of Care Survey; and all KHC public notices. The KHC Section 8 tenant portal provides
information available in Spanish,

# [Direct assistance to LEP clients is pravided by KHC onsite staff with interpretation skills, KHC
recruited several bi-lingual staff to easily communicate with borrowers in their preferred
language. Outside interpretation services are utilized If KHC staff are unable to assist, including
iWa, LLC, Catholic Charities of Lowisville, The International Center at Bowling Green,
www.languageline.com, and interpreters on state contract,

#  KHC continues to produce videos with English subtitles for those with limited hearing and in
Spanish for LEP customers.

# KHC's LEP efforts have helped more Hispanic households with LEP in Kentucky achieve
homeownership as testimonlals from KHC's partners continue te reiterate that KHC's translated
materials are extremely useful for outreach, training, and other housing events.
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HOME Homebuyer Program Recapture Provisions

Kentucky Housing Corporation (KHC) awards HOME Homebuyer development funds wia
competitive application to community-based agencies acting as developers statewide, HOME-
funded developers will advise homebuyer clients prior to committing HOME funds that
Recapture Provisions will apply and that the homebuyer must execute a HOME Investment
Portnership Progrom Homebuyer Written Agreement with KHC that includes those recapture
provisions at closing, The HOME Investment Portnership Progrom Mortgoge and HOME
Investment Partnership Program Promissory Note recorded for each homebuyer require
compliance with the executed HOME /nvestment Partnership Program Homebuyer Written
Agreement. Through the Kentucky Housing Corporation HOME Investment Fartnership Program
Single Family Developer Written Agreement executed for each homebuyer unit, KHC establishes
the Affordability Period reguirements to be imposed by an agreement between the assisted
homebuyer and KHC as well as evidenced by a promissory note and secured by mortgage.

Establishment of the Recapture Provisions

All homebuyer units developed using an allocation of HOME funds are required to comply with
the recapture provision as described by the HOME regulations at 24 CFR 92 254(a){ii){A){2) -
Reduction During the Affordability Period, KHC requires all HOME funds to be repaid at the time
the property is transferred to anather owner in accordance with the terms of the HOME
Investment Partnership Program Promissory Note .

If the property is sold, leased, refinanced, or no longer used as the primary residence of the
assisted homeowner; KHC may recapture the HOME funds. In the event the total net proceeds
from a sale are insufficient to repay the HOME investment, KHC will recapture the existing net
proceeds. In the event of foreclosure, if the shared net proceeds are insufficient to repay the
HOME funds, the HOME affordability may be terminated, subject to 24CFR Part
92.254(a)(5)(i)(A), and KHC will recapture available net proceeds.

The HOME Homebuyer Written Agreement executed by KHC and the HOME-assisted
homebuyer contains the following language:

Section 6. RECAPTURE AGREEMENT

In complianee with 24 CFR 92 254{al(5), If Homebuyer sells or otherwise
voluntarily or inveluntarily tronsfers title ta the Property during the Affardability
Peripd, including transfer as a result of foreclosure or deed in lieu of foreclosure,
then the outstonding direct HOME ossistonce to the buyer [enlire remaining
bolonce of the Loon amount as determined pursuant ta the terms of the Note)
will be recaptured by KHC,

However, if the net proceeds of the sole are insufficient to repay the direct HOME
assistance, then the entire net proceeds will be recoptured and retained by KHC
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to satisfy both this Agreement and the Loon, If there are no net proceeds,
repayment is not reguired ond the HOME Program reguirements are considered
to be saotisfied. The term “net proceeds” is defined as the sole price less the
bolance due on superior secured debt and closing costs incurred by the
Homebuyer at sale or transfer. In the event the net proceeds are less than the
outstanding Loan balance, KHC reserves the right to determine whether the sales
price is comparable to the sales price in on arms-length transaction for a similar
unit and to evaluate the closing costs being charged ta Homebuyer ta ensure
they ore reasonable ond customary.

Net proceeds of sale in excess of the outstanding direct HOME assistance will be
retained by the Homebuyer.

in the event Homebuyer wishes to refinonce, KHC will recapture HOME funds
subject to the omortizotion schedule, KHC may elect to subordinate to
refinoncing an a case-by-case bosis.

To focilitote the expeditious odministration of this Section, Homebuyer sholl
provide notice to KHC of any anticipated refinance ar transfer of title, including
but not limited to o sale or

foreclosure.

The terms of the HOME Homebuyer Witten Agreement are imposed by the HOME Investment
Partnership Progrom Mortgage executed by the developer and the homebuyer at closing for a
HOME-funded homebuyer unit, which contains the following language:

11. Mortgagor must abide by oll terms and conditions of KHC's HOME Program in
order to remain eligible for assistance thereunder. The required terms and
conditions are set forth in the HOME Homebuyer Written Agreement
(“Written Agreement”™) between Morlgagor and KHC ANl of the terms,
covenants, provisions, conditions, stipulations, and agreements contained in
the Written Agreement are hereby made a part of this Mortgage, to the same
extent and with the same force and effect as if they were fully set forth
herein. Mortgogor covenants and ogrees to perform the some or couse the
same to be kept and performed, strictly in occordance with the terms and
conditions thereaf. If Mortgagor foils to aobide by ony of those ferms and
conditions, Mortgogor may be terminated from the HOME Program and the
Note will become immediately due and poyable,

Failure to comply with the terms of the HOME Homebuyer Written Agreement (s also
established as an Event of Default in the HOME investment Partnership Progrom Promissory
Note executed by homebuyer at closing for a HOME-funded homebuyer unit, which contains
the following language:
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The occurrence and continuation, subject to any applicable cure periods, of any
of the following constitutes an Event of Defoult: (1) any instollment of interest or
the poyment of principol remains unpaid for more than ten (10) doys after the
due dote thereof (without any further demand or notice); (2] the Borrower is the
subject of any voluntary or involuntary bonkruptey, receivership or other
insolvency proceeding, (3) the Borrower fails to observe or perform any of the
terms of this Note; (d) there is ony defowlt by Borrower under the Mortgage,
defined below, or any other document, instrument or agreement providing ony
security for this Note; (5) the property described in the Mortgage is sold,
transferred or further encumbered without Lender’s prior written consent prior to
the Maturity Date of this Note: (6) there is o defoult by Borrower under this or
any other indebtedness, liohility or obligotion to Lender, whether direct,
contingent, absolute, joint or several, or heretofore or hereafter incurred, and
whether or not the incurrence of same was reasonobly foreseeable; (7) Borrower
fails to occupy, estoblish and wse the property described in the Mortgoge os
Borrower's principal residence [at leost one Borrower, If initlally maore than one
person is borrowing): (8) there is a default by Borrower under any other loan,
indebtedness, liability or obligation to another party that is secured by the
property described in the Mortgage, [9) Borrower submits incomplete, folse or
misleading informaotion ta Lender prior to or subsequent to the dote of this Note;
(10} Borrower wiolates ony procedural requirements or other restrictions of the
HOME Program; (11) Borrower violotes any of the terms, covenants, provisions,
conditions, stipuwlotions, and agreements contained in the HOME Homebuyer
Written Agreement between Borrower and KHC,

The Kentucky Housing Corporation HOME Investment Partnership Progrom Single Fomily
Developer Written Agreement executed with the developer of each HOME-assisted homebuyer
unit also establishes the recapture provisions for the duration of the affordability period using
the following language:

3.2 Affordability Period

The sale of the unit constructed wunder this Agreement will be subject to the
Imposition of an affordability perlod consistent with the requirements of 24 CF.R.
§ 92.254{a)(4) (the “Affordability Period®). The Affordobility Period will be
imposed by an agreement between the assisted homebuyer(s) and KHC as well as
evidenced by o recorded deed restriction, and any direct HOME assistance to the
buyerfs) when purchasing the unit(s) will be evidenced by o note and secured by
mortgage.

Among other items, the ogreement between KHEC and the assisted homebuyer(s)
will include requirements that the buyer(s] maintain the unit as their primary
place of residence throughout the Affordability Period ond not convert the
property to use as rental housing during the Affordability Period, Further, in the
event of a sale or ather voluntary or involuntary tronsfer of title during the
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Affordability Period, the buyer(s) will be required to repoy the outstonding
balonce of any HOME funding or the net proceeds of sole, whichever is less. The
net proceeds of sale will be defined os the sales price at which the origingl buyer
is selling the unit {which KHC may disapprove in the event it is not reflective of an
arms-length sole at fair market volue), minus any secured martgoge debt senior
to the HOME funding. ond minus regsonable and customary closing costs
incurred by the assisted homebuyer as part of the sale.

Prior to the initial purchose of a unit by on eligible buyer, KHC will provide
Developer with form versions of the ogreement between KHC ond ossisted
homebuyer(s). The Developer shall take appropricte steps to ensure potentiol
buyers are informed of the Affordaobility Period reguirements and that any
purchase agreement with a buyer is contingent upon KHC's approval of the sole
and the buyer's occeptance af the Affordability Period requirements.

Glven initial financiel profections, KHC ond Developer onticipate thot the
Affordability Period will be ___ veors fram the date on which the loon to the
assisted homebuyers closes and title fo the property transfers to ossisted
homebuyers.

Failure of the project to meet all applicable HOME reguirements for the entire
Affordability Period will result in a requirement that all HOME funds be repaid.

Recapture Calculation Methodology

In the event the homebuyer transfers the property, either voluntarily or involuntarily, during
the period of affordability, KHC or the developer recaptures all or a portion of the "direct”
HOME assistance provided to the homebuyer from the available net proceeds.

The direct HOME assistance is the total amount of HOME assistance that enables the buyer to
purchase the unit, including: down payment and closing cost assistance; interest subsidies;
other assistance provided directly to the homebuyer [e.g., soft second mortgage); and, if
applicable, the amount that reduces the purchase price from fair market value to an affordable
price.

The portion recaptured by KHC or the developer will be a pro-rata amount of the direct HOME
assistance. The total amount of the loan will be reduced for each year that the owner accupies
the unit. For instance, for each year of a five-year affordability period, one-fifth of the amount
of the HOME assistance will be forgiven.
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To make the determination of what is forgiven;

{Number of years the buyer occupied the homefperiod of affordobility} X totol
amount of direct HOME assistance originelly provided o the homebuyer =
amaunt forgiven.

Total amount of direct HOME assistance = the omount forgiven = Recapture
Amount.

In the event net proceeds of the sale are insufficient to repay the amount owed, recaptured
funds will be equal to net proceeds, and the loan will be considered satisfied. Net proceeds are
defined as the sales price of the home minus superior loan repayment (not including HOME
loans) and any closing costs.

The recapture provision is in effect for a period of affordability that is based on the amount of
direct HOME assistance to the buyer, as follows:

Amount of Direct Assistance to Buyer| Period of Affordability
Under 515,000 5 years

515,000 to 540,000 10 years

Ower 540,000 15 years

Recapture Example - Ms, Mary Smith purchases a home for 105,000 in June of 2011 and
received $20,000 in direct HOME assistance from ABC nonprofit (who is a developer using
HOME funds from KHC). Ms. Smith sells the house in August 2016, after the fifth year of
affordability. As a result, 50 percent of her loan is forgiven and a balance of 510,000 is to be
repaid from the net proceeds. However, if the net proceeds of the sale are insufficient to repay
the balance, the amount subject to recapture will be equal to the net proceeds

Noncompliance

During the affordability period, nancompliance occurs when an owner (1) vacates the property
of rents the property to another household, or (2) sells the home without KHC receiving
recaptured funds due at time of sale. KHC will monitor its homebuyer properties at least
annually to confirm that owners continue to reside in the units as their principal residence, In
the event of noncompliance, the owner is subject to repay any outstanding HOME funds
invested in the housing. This is based on the total amount of HOME funds invested, including
both development funds and direct subsidy to the buyer minus any HOME loan repayments.

MOTE: In the event an heir of an eligible homebuyer does not meet the 80 percent of Area
Media Income eligibility limit on HOME-funded properties, the HOME investrment must be
recaptured.
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Kentucky Housing Corporation
ESG Written Standards

ndmiad May 1, 2000

Kentucky Housing Corporation {KHC] as the State recipient sets forth the following standard policies and
procedures that must be utilized for all subrecipient when evaluating individuals” and families” eligibility
for assistance, coordinating program intake, and providing ongoing services and financial assistance
under the Emergency Salutions Grant (ESG) in accordance with 24 CFR §576 . 400(e)(2] and

B576.400e](3}).

ESG Recipient Requirements- 24 CFR §576.400(e)

[2) If the recipient is a state:
(i} The recipient must establish and consistently apply, or require that its subrecipients establish
and consistently apply, written standards for providing ESG assistance. If the written standards
are established by the subrecipients, the recipient may reguine these written standards to be:

(&) Established for each area covered by a Continuum of Care or area over which the
services are coordinated and followed by each subrecipient providing assistance in that

area; or
[B) Established by each subrecipient and applied consistently within the subrecipient's

program.

(i) Written standards developed by the state must be included in the state's Consolidated Plan.
If the written standards are developed by its sub recipients, the recipient must describe its
requirements for the establishment and implementation of these standards in the state's
Consolidated Plan,

3] At a minimum these written standards must include:
(i} Standard policies and procedures for evaluating individuals' and families' eligibility for

assistance under Emergency Solutions Grant (ESG];
(ii) Standards for targeting and providing essential services related to street outreach;

iii] Policies and procedures for admission, diversion, referral, and discharge by emergency
shelters assisted under ESG, including standards regarding length of stay, if any, and safeguards
to meet the safety and shelter needs of special populations, e.g., victims of domestic violence,
dating wviclence, sexual assault, and stalking: and individuals and families whao have the highest
barriers to housing and are likely to be homeless the longest;

(iw} Policies and procedures for assessing, prioritizing, and reassessing individuals' and families'
needs for essential services related to emergency shelter;
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(v] Palicies and procedures for coordination amang emergency shelter providers, essential
services providers, homelessness prevention, and rapid re-housing assistance providers; other
homeless assistance providers; and mainstream service and housing providers (see § 375.400(b)
and [c) for a list of programs with which ESG-funded activities must be coordinated and
integrated to the maximum extent practicable];

(i} Policies and procedures for determining and pricritizing which eligible families and
individuals will receive homelessness prevention assistance and which eligible families and
individuals will receive rapid re-housing assistance (these policies must include the emergency
transfer priority required under § 576.409);

[wii) Standards for determining what percentage or amount of rent and utilities costs each
program participant must pay while receiving homelessness prevention or rapid re-housing
assistance;

[wiii) Standards for determining how long a particular program participant will be provided with
rental assistance and whether and how the amount of that assistance will be adjusted over
time; and

(ix) Standards for determining the type, amount, and duration of housing stabilization and/or
relocation services to provide to a program participant, including the limits, if any, on the
homelessness prevention or rapld re-housing assistance that each program participant may
receive, such as the maximum amount of assistance, maximum number of months the program
participant receive assistance; or the maximum number of times the program participant may
receive assistance.

Area-Wide Systems Coordination Requirements [24 CFR §576.400)

Under 24 CFR §576.400 E5G Recipients must adhere to are-wide coordination requirements to ensure
geagraphic coverage, system coordination, and targeted rescurce allecation, Outlined below are KHC's
ESG area-wide coordination requirements for all E5G subrecipients in the KY Balance of State Continuum

of Care [KY Bob CoC).

Consultation with Continuums of Care. Subrecipients must demonstrate through a biennial Competitive
Application process that the proposed project will work with the KY BoS CoC and adhere to established
KY BoS CoC prigrities as described in the mast recent ESG Policy Manual, Due to the COVID-19
Pandemic, HUD issued a “Mega-Waiver” through a memorandum dated March 31, 2020 that sets forth
waivers to regulatory requirements set forth in 24 CFR §576. Subrecipients of annual ESG formula
grants, in consultation with the Recipient, may apply these wahvers during the timeframe in which they
apply. The ESG subrecipient of ESG annual formula funds, once awarded, must allocate funds according
1o these established priorities and policies as detailed in the Competitive Application. ESG subrecipients
of funds awarded through the CARES Act must adhere to the priorities and policies established in
conjunction with that allocation. ESG subrecipients are eligible and encouraged to be voted onto the KY
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Bos CoC Advisory Board and any of its working committees and subcommittees. ESG subrecipients will
assist the CoC Advisory Board and KHC in establishing and updating CoC-wide priorities and policies.

Coordination with other targeted homeless senvices. To the maximum extent practicable, subrecipients
must coordinate with other existing homeless services programs and other key stakeholders in the KY
Bos ColC. They must work to ensure that ESG-funded programs contribute to a strategic, CoC-wide
system to prevent and end homelessness as outlined in the maost recent KY BoS CoC Coordinated Entry
Policies and Procedures.

System and program coordination with mainstream resources, Subrecipients must coordinate and
integrate ESG-funded activities with mainstream housing, health, social services, employment,
education and youth pragrams for which ESG pregram participants may be eligible. Subrecipients will
ensure ESG program participants are referred to mainstream resaurces for which they are eligible.
‘When appropriate, subrecipients will wark with mainstream resource agencies to establish coordinated
case plans that include client goals and measurable outcomes.

Centralized or Coordinated Assessment. All subrecipients, including Victim Service Providers (WSP), must
participate within the KY Bo5 Coordinated Entry System as defined in the most recent version of KY BoS
CoC Coordinated Entry Policies and Procedures. KY BoS CoC Coordinated Entry is a universal process,
regardless of funding source, that includes triage assessment, permanent housing referral, and program
intake.

Participation in HMIS, All KHC ESG subreciplents must participate and enter data on all persons served
and all activities in the Kentucky Homeless Information Management System (KYHMIS) data collection
and reporting system administered and managed by KHC as the HMIS Lead for the Commanwealth of
Kentucky. KYHMIS serves as the community-wide HMIS for the KY BoS ColC in accordance with WS
Department of Housing and Urban Development (HUD) standards on participation, data collection, and
reporting under a local HMIS. If the subrecipient is a V5P it must use a comparable database that
collects client-level data over time {i.e,, longitudinal data] and generates unduplicated aggregate reports
based on the data. Information entered into a comparable database must not be entered directly into or
provided to a HMIS.

KHC ESG Written Standards os required by 24 CFR §576.400{e){3)

All KHC ESG subrecipients in the KY BoS CoC are required to adhere to the following policies and
procedures when operating ESG projects. All required E5G client-level documentation, forms and
recordkeeping guidance can be found an the HCA HelpDesk in the most recent ESG Program Compliance
Toolkit, unless the recordkeeping reguirements apply to COVID-19 Pandemic-related waivers from
HUD's "Mega Waiver” memorandum dated March 31, 2020, which can be found under the COVID-19
section of the HCA Help Desk, Recipient will notify the location of required documents relating to the
CARES Act ESG allocation of funds, as applicable.
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Determining Eligibility for ESG Assistance. All ESG subrecipients will determine individual and household
eligibility for ESG assistance by program component as set forth is the maost recent KHC Motice of
Funding Availabilivy [NOFA), E3G Policy Manual, E3G Compliance Teclkit, HUD COVID-19 "Mega Walver”
{as approved by the Recipient), and the CARES Act, and/or any subsequent HUD regulatory guidance
when applicable, At minimum, all E5G subrecipients are reguired to use the HUD Homeless Definition
and note the difference between categories of homelessness and applicable ESG component
reguirements. In addition all ESG subrecipients are required to utilize HUD's guidance on Determining
Homeless Status of Youth when applicable.

Street Quireach Activities. E5G subrecipients who are funded through the Street Qutreach component
are required to pravide essential services necessary to reach out to persons experiencing unsheltered
homelessness and connect them with emergency shelter, the KY Bos Col Coordinated Entry System,
other housing solutions, and critical services. When appropriate, subrecipients may provide urgent, non-
facility-based care to persons experiencing unsheltered homelessness whao are unwilling or unable to
access emergency shelter, housing, or an apprepriate health facility. For the purposes of this section, the
term “persons experiencing unsheltered homelessness” means individuals and families who gualify as
homeless under paragraph (1){1} of the “homeless™ definition. Eligible activities include, engagement,
case management, emergency mental health, emergency health services, transportation, and services
for special populations as defined #4 CFR §576.101, In additien, all subrecipients funded for Street
Outreach must adhere to the most recent KHC NOFA, ESG Policy Manual, and ESG Program Teolkit for
Ba% specific pricrities and reguirements.

Diversion, Admission, and Discharge by ESG Emergency Shelters, All ESG-funded Emergency Shelters are
required to adhere to Diversion policies and practices outlined in the KY BoS CoC Coordinated Entry
Palicies and Procedures, ESG-funded Emergency $helters must follow required documentation and
intake and exit procedures described the in the most recent ESG Program Compliance Toolkit, KHC
MOFA, and ESG Policy Manual. At minimum, ESG-funded Emergency Shelters must participate in a the KY
Bos CoC Coordinated Entry System and operate under a low-barrier, housing-focused shelter model.

Assessment af Need for Essential Services by ESG Emergency Sheiters. All ESG-funded Emergency
Shelters are required to follow assessment of need practices described in the most recent ESG Program
Toolkit, KHC ESG NOFA, and ESG Policy Manual. At minimum, all subrecipients must ensure essential
services are client-driven and catered to the individual or household's specific needs to assist in
accessing, obtaining and maintaining permanent housing.

Prioritlzation of Prevention and Rapld ReHousing Assistonce, Subreciplents will prioritize available ESG-
funded Prevention and Rapid Rehousing resources in accordance with the most recent KY BoS Diversion
and KY Bas Coordinated Entry Policies and Procedures, Subrecipients providing Prevention assistance
must adhere to Homeless Prevention Component regulations found at 24 CFR §576.103 as well as the
mast recent E3G Policy Manual. Subrecipients providing Rapid ReHousing assistance must adhere to
Rapid ReHousing Component regulations found at 24 CFR 8576104 as well as KY Bos Rapid ReMousing
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Program Standards. In addition, the Coronavirus Aid, Relief, and Ecomomic Security (CARES) Act of 2020
provides ESG Recipients with one-time additional ESG monies to provide further Prevention and Rapid
ReHousing assistance as determined by the Recipient due to the economic fallout fram the COVID-19
global pandemic. Subrecipients must adhere to updated prioritization of Prevention and Rapid
ReHousing as a result of CARES funding in the KY BoS CoC in order to prevent an onslaught of first time
and recurrence of homelessness. The HUD "Mega Walver” does and the CARES Act may provide
flexibility for some ESG regulations as established in 24 CFR 8576. Recipient will notify subrecipients if
they are permitted to use these walvers and any variations as allowed through the CARES Act or
subsequent regulatory guidance fram HUD..

Farticipant Percentage of Rent and Utilities and Duration of Assistance. Subrecipients are required to
adhere to rent and utility assistance standards, minimum thresholds and reevaluation periods as set
forth in the ESG Policy Manual and KY Bo% Rapid ReHousing Program Standards, &t minimum, ESG Rapid
ReHousing providers may not require income for program entry and ongoing rental/utility assistance
while Prevention praviders must be in compliance with HUD income threshold regulations set farth in
24 CFR 576,103 or those established by the HUD "Mega Wakhwer “the CARES Act, and/or any
subsequent HUD regulatory guidance. All rental assistance programs must operate under a Housing First
orientation, be client-centered, and be flexible to the unigue needs of individuals and househalds
receiving assistance.

Determining Howsing Stabilization and/or Relocation Services. Subrecipients are required to adhere to
service standards, monthly case management and reassessment of need as set forth in the KHC E5G
NOFA, ESG Policy Manual, KY BoS Rapid ReHousing Program Standards, and ESG Program Compliance
Toolkit. At minimum, subrecipients are reguired to conduct monthly housing-focused case management
sessions with program participants. All rental assistance programs must operate under a Housing First
arientation, be client-centered, and be flexible to the unigue needs of individuals and househaolds
receiving assistance
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The policies outlined in the manual are effective for projects funded after January 1, 2023. All previous
awards of HOME and AHTF single-family homebuyer development or owner-occupied home repair
funding must follow policies in place at the time of award.

Copyright
Copyright ©2022 by Kentucky Housing Corparation. All rights reserved.

Mo part of this document may be reproduced or utilized In any form or by any means, electronic or
mechanical, including photocopying, recarding, or by any information storage and retrieval system,
without permission In writing from Kentucky Howsing Corparation.

Published in the United States of America by

Kentucky Housing Corporation
1231 Lowisville Road
Frankfort, KY 40601

Author: Kentucky Housing Carporation
www kyhousing.org

Motice

This manual serves as a reference for the Kentucky Housing Corporation’s ad ministration of its Single-Family
Homebuyer Development and Owner-occupled Replacement Reconstruction program funded by HOME and
AHTF. KHC program policy manuals are subject to change without notice.

To the best of our knowledge, the information in this publication is accurate; however, neither Kentucky
Housing Corporation nor its affiliztes assume any responsibility or liability for the accuracy or completeness
of, or consequences arising from, such information, Changes, typos, and technical inaccuracies will be
corrected in subsequent publications. This publication is subject to change without natice. The information
and descriptions contained in this manual cannot be copied, disseminated, or distributed without the
express written consent of Kentucky Housing Corporation. This document is intended for informational
purpases only. The manual is not inclusive of all resources needed to successfully administer apraject.

Separate policy manuals are available for other Housing Contract Administration programs.
Go to the HCA Partner Agency Portal at hittps:/fkyhmis.zendesk.com/home to submit a request to the

Houwsing Contract Administration (HCA) Partner Agency Portal if you have guestions or need additional
assistance with materials within this manual,
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KHC Single-Family Homebuyer Development

Program At-a-Glance

Ta expand the supply of quality, afferdable housing for low-income and very low-income
Purpose househalds in Kentucky through the creation or rehabilitation of single-family detached
housing wnits.

»  HOME Investment Partnerships {HOME]

Funding &  Kentucky's Affordable Housing Trust Fund [AHTF)
Sources
Households with a combined household Income of:
Elieible »  HOME-funded projects: <B0% HUD Area Median Incorme (AM1)
H:Jsehnld: #  AHTF-funded projects: <50% of HUD AMI or KY Median Family Income,

whichever is greater.
Income-eligible applicants should have non-home assets valued at no more than 550,000,

Eligible Single-farmily detachwed homes or qualified manufactured homes,
Properties Hoame must be the homebuyer's primary residence,

Geography Arywhere in the Commonwealth of Kentucky.
Max [rect assistance to homebuyers: up to 540,000, based an front- and back-end ratios,

Assistance Development gap funding: up to 525,000, depending on HERS rating.® {535,000 until June
30, 2023). Until June 30, 2023, KHC will allow combined subsidy {development and direct)
to not exceed 584,000 for all units except one-bedrooms (569,000).

« Mew construction and sale to new homebuyers, (CHDO-eligible)
Eligible * Acguisition, rehabilitation, and resale of existing homes to new buyers, [CHOO-=ligible)
Activities » Demelition and replacement of substandard cwner-cocupied homes, with an emphasis on
substandard manufactured homes, (NOT CHDO-gligible)

Up to 15 years depending on amount of direct homebuyer or homeowner subsidy imested.
Pericd of afferdability is governed through forgivable mostgages (HOME and AHTF) and deed
restrictions [AHTF).

Private developers, nonprofit organizations, Community Housing Development Organizations
{CHDOs), Faith-Based and community service organizations, units of local government in
Eligible Kentucky; regional o statewide housing-assistance organizations; and Public Housing
Applicants/ Authorities (AHTF only), Applicants must be in good standing with both the Commanwealth
and KHC and hawve at least one full-time staff member. Entities providing services in

Form & Term
of Assistance

Developers | =0 0 T ) R
jurisdictions that receive direct HOME allocations from HUD are ineligible for KHC HOME
funding,
For new construction {which includes demolition/rehabilitation) projects, developer
fee cannot exceed the lesser of:
*»  15% of total development costs, excluding acguisition; or
Developer
Fee *  $15,000.
For acquisition/rehabilitation/resale projects, the developer fee cannot exceed the lesser of:
205 of total development costs, excluding acquisition; or
« 515,000,
Program . . . i
Erers & HCA Partner Agency Portal: Homebuyer Development section; 2023 Single-Family
Templates Homebuyer Development Set Up packet
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MOTE: This manual outlines the policies pertaining to single-family homebuyer activities and
replacement/reconstruction activities funded by HOME and/or AHTF awards. It is the responsibility of the
project developers/subrecipients to read, understand, and comply with these requirements as applicable
to each funding source used for the development of a housing unit as well as the documents and notices
listed below, as applicable.

24 CFR Part 92 Final HOME Rule

2 CFR Part 200 Uniform Administrative Reguirements

HUD-published HOME CPD MNotices

24 CFR §5.609 Caleulation of Annual Income

HUD Income Limits

Kentucky Revised Statues (KRS) §198A.700 TO §1984,.730-Low-Cost Housing

US Code Title 40 Subtitle IV-Appalachian Regional Development

KHC Design and Construction Requirements at

http://www kyhousing.org/Development/Pages/Design-and-Construction.aspx

» KHC's Consolidated and Annual Action Plans

»  KHC's Single-Family Homeownership Application Guidelines [HOME and AHTF as applicable)
# KHC's HOME and AHTF Funding Agreements |as applicable)

+ HHC's eGram Notices

*  Any other relevant state and federal law, policies, and regulations not otherwise listed above.

I T I

Separate policy manuals are available for other Housing Centract Administration pregrams on the Housing
Contract Administration (HCA) Partner Agency Portal at https://kvhmis.zendesk.com.

Definitions

Applicant: Any eligible entity that makes application for funding from Kentucky Housing Corparation for
HOME or AHTF program funds. Applicant is used to refer to the entity throughout the process until KHC
abligates funds to the organization in the form of a funding agreement.

Commit to o specific local project: If the project consists of rehabilitation or new construction (with or
withowt acguisition) and the developer has executed a Homebuyer Written Agreement under which HOME
ar AHTF assistance will be provided to the homebuyer for an identifiable project for which: all necessary
fimancing has been secured; a budget and schedule have been established; underwriting has been
completed; and construction is scheduled to start within twelve menths of the written agreement date.
Additionally, the project has been set up by KHC in the dishursement and information system established
by HUD. Each HOME-funded specific local project will be funded through and governed by a separate
Developer Written Agreement with KHC. AHTF-funded homebuyer projects will be funded through
individual project set ups and governed by the subreciplent grant agreement for the prograrm year,

Community Housing Development Organizotion (CHOO): & CHDO is a private nonprofit, community-based
arganization that has staff with the capacity to develop affordable housing for the community it serves using
HOME funding. In order to qualify for designation as a CHDO, the organization must meet certain
reguirements pertaining to their legal status, erganizational structure, and capacity and experience as
specified in 24 CFR §92.2. Organizations must submit an application to KHC annually to be certified as a
CHDO,
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Developer: The Applicant awarded funds will serve as the developer of homebuyer housing funded by KHC,
where it is either: a) the owner [in fee simple absolute) and developer of new housing that will be
constructed or existing substandard housing that will be rehabilitated for sale to low-income households as
proposed in its application for funding; or b) the developer for wnlike replacement housing for owner-
accupants of substandard units. Developers will be subrecipients of AHTF funding and awardees of HOME
funding, as applicable.

Development Gop Subsidy: In the event the total development costs exceed the appralsed value, the
housing unit may not sell for more than the appraised value. The difference between the total development
costs and the appraised value is the development gap subsidy. Development subsidy is only permitted for
those developers that undertake homebuyer new construction or acquisition/rehabilitation/resale
activities.

Direct Subsidy: The total amount of funding that enabled the home buyer ta purchase the dwelling unit is
considered the direct subsidy. This includes ary HOME or AHTF assistance that reduces the purchase price
from the fair market value to an affordable price but excludes development subsidy. Direct subsidy is
typically classified as down payment and closing costs assistance.

Homebuyer/Homeowner: The end beneficiary of HOME or AHTF assistance to a housing unit. They will own
the assisted wnit upon completion of the HOME or AHTF activities and will occupy the unit as their primary
residence for the duration of the affordability period.

Set-up Packet: All paperwork required for submission by KHC so that KHC can approve the start of
construction for an activity. The set-up packet includes, but is not limited to, the following: household
income verifications, cost estimates, construction start-up notices, environmental reviews, purchase
agreement, and the Developer Written Agreement. The submitted set up packet must include the newest
KHC single-Family Homebuyer Development Set-Up Pocket Excel workbook downloaded from the HCA
Partner Agency Portal at https://kyhmis.zendesk.com.

Public Information and Open Records Act Requests

Applicants are advised that materials contained in applications are subject to the requirements of the
Kentucky open records laws at KRS §61.870-61.884 and the application materials may be viewed and copied
by any member of the public. Applicants seeking to claim a statutory exemption to disclosure from cpen
records requests, which may be made, must place all docurments viewed as confidential in a sealed envelope
marked “confidential”. Applicants must be aware that if an open recerds request is made for any of the
application materials, KHC will make an independent determination of confidentiality and may or may not
agree with the applicant’s determination regarding the confidentiality of the materials.
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Program Purposes-HOME and AHTF

Frogram Purpose-HOME nvestment Partrerships

Created by Congress in 1990, the HOME Investment Partnerships Program [(HOME) provides funding to
subrecipients for several types of affordable housing production and rehabilitation. KHC administers and
monitors the program for the U5, Department of Housing and Urban Development (HUD), awarding
funding to eligible subreciplents; including local governments, housing authorities, private developers, and
nonprofit housing providers.

The purpose of the HOME Program is to expand the supply of guality, affordable housing for low-income
|at or below B0 percent of area median income) and very-low income [at or below 60 percent of area median
income) households, The HOME Program can be utilized to expand the supply of decent, safe, and sanitary
housing through either new construction or rehabilitation of existing structures with forgivable, deferred
grants. The HOME Program'’s flexibility empowers local communities to design and implement strategies
tailored to their own needs and priorities.

Program Purpose- Kentucky Affordable Housing Trust Fund [AHTF)

The AHTF was established by the Kentucky State Legislature [see KRS §198A.700-730) to provide housing
tor very low-income Kentuckians. The fund was created in response to economic conditions, federal housing
polices, and declining resources that adversely affected the ability of very low-income persens to obtain
safe, quality, and affordable housing. State leaders decided it was in the public’s interest to establish the
AHTF to assist very low-income persons (at or below 60 percent area median income) in meeting their basic
housing needs.

There are four priorities for use of AHTF financing:
+  New construction projects for low-inceme househalds submitted by nonprefits er local
EOVErn ments.
Projects using existing, privately-owned housing stock.
Projects using existing, publicly-owned housing stock.
Application from local governments for projects that demonstrate effective zoning, conversion, ar
demaolition controls for single-room cooupancy units,

As required by KRS 51984720 (&), a minimum of 40 percent of all funds received is to be wused for rural areas
of the Commonwealth. To be considered rural, properties must be in areas defined as rural by USDA Rural
Development [RD). KHC reserves the right to make funding decisions to meet this requirement, Applicants
can determine if the property |s m a rural area by accessing the RD Property Eligibility Site
i 5L “Gingle Family" and then enter the
pmperw address, A copy of the USDA eligibility determination must be provided with the Project Set-Up.
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Eligible Applicants

T be eligible to participate in the HOME and AHTF programs, an applicant must be deemed to be in good
standing by the Secretary of State of the Commonwealth of Kentucky and in compliance with the
requirements of 24 CFR Part 92 and Kentucky Revised Statutes (KRS §198A.700 to 5198A4.730). Once
awarded funds, all developers must follow the requirements of 24 CFR §92.505 and all applicable Mortgagee
Letters. An eligible applicant must also have at least one full-time employes.

Entities that can apply to KHC for HOME and AHTF program funding are:
« Private developers
# Monprofit organizations

Community Housing Development Organizations (CHDOs)

Faith-Based and community service organizations

Units of local government in Kentucky

Regional or statewide housing-assistance arganizations;

Public housing autharities (AHTF only]

The city of Owensboro; the merged governments of Lexington/Fayette County and Louisville/Jefferson
County; and the consortium consisting of the cities of Covington, Ludlow, Newport, Bellevue, and Dayton
receive a direct allocation of HOME funds from HUD and are not allowed to apply fer HOME funds from
KHC.

NOTE: Organizations shouwld only apply If they themselves will develop affordable single-family homes
and/or repair existing owner-occupied homes with KHC funds. KHC will NOT owerd funds to intermediary
subrecipients,

State Clearinghouse Review

Applicants requesting HOME funds must alse submit project information to the Kentucky ellearinghouse
via the State's online system at https://kydlgweb. ky.gpov/eClearinghouse/16 echHome.cfm as part of the
application process, Successful submission to the online Clearinghouse system will generate a confirmation
that includes the State Application Identification (SA1) number. & copy of this confirmation is a reguired
checklist attachment for the KHC application.

Capacity
KHC will assess the capacity of the applicant to complete the development process and the applicant’s fiscal

spundness to ensure they have adegquate resources and liquidity to make it through the development
process and get the project completed.

Maximum Funding Requests

KHC limits the amount of funds an applicant may request,

KHC reserves the right to award lesser or greater amounts than requested. This determination may be based
on such factors as the capacity of the applicant or administrator, a project’s readiness to proceed, the
number of applications received, geographic distribution of funds, and any other factors that KHC deems

appropriate and necessary.
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Funding Awards

KHC will competitively award funding for Homebuyer new construction and/or rehabilitation projects to
eligible applicants via an annual competitive application process governed by a Motification of Funding
Awvailability ([NOFA). Recipients will be awarded HOME funds via a conditional commitment letter that allows
them to submit project set-ups and request a Developer Written Agreement (created by KHC) for each
specific local project (typically a single housing unit). AHTF funds will be awarded through a subrecipient
grant agreement that permits recipients to submit project set-ups for individual housing wnits and request
release of funds for those individual units.

Prohibition en Combining HOME and AHTF Funds in a Specific Local Project

If an eligible applicant is awarded both HOME and AHTF for eligible homebuyer activities via the annual
competitive allocation, each specific local project must use only HOME or AHTF, Combination of HOME and
AHTF on a specific local project is prohibited. KHC reserves the right to swap HOME and AHTF on a specific
local project based on homebuyer eligibility and funding availability.

Obligation of Funding Commitments

KHC will only commit funds to a specific local praject and execute Developer Written Agreements for each
HOME-funded specific local project (typically a single unit) when the project has secured all the financing
necessary to complete the project, established a budget and schedule for construction, completed
underwriting and subsidy layering, and submitted a complete KHC Single-Family Homebuyper Developrment
Set-Up/PCR Packet” with all necessary supporting documentation.

The schedule for construction must include timelines for each of the fallowing phases:

New Construction: Foating (post-excavation and before concrete ispoured)
Interim (between wall insulation and drywall)
Completion (100% complete, prior to move inj

Rehabilitation: Under roof/weatherization
Interim (between wall insulation and drywall)
Completion {100% complete, including waste remowval )

KHC requines that developers/subrecipients have all funds committed and expended according to the terms
established in the HOME Developer Written Agreement for each HOME-funded project and the grant
agreement for AHTF-funded projects (as applicable). Commitment means that the subreciplent must have a
signed written agreement with the homebuyer (see Homebuyer Written Agreements section).

? Download and complete the newest KHC Single-Fomily Homebuyer Development Set-Lip/PCR Pocket from the
HCA Partner Agency Partal at https:Skhmis rendesk com
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A KEHC Single-Family Homebuyer Development Set-Up/PCR  Packet! with all necessary supporting
documentation must be submitted te KHC prior to release of funds for all homebuyer activities and
execution of a project-specific written agreement for HOME- funded activities. Prior to submitting a project
set up packet, an Environmental Review with necessary supporting documentation must be completed
using the HUD Environmental Review Online System (HEROS) and assigned to the designated KHC
contact.? All HOME-funded activities must also be entered into the HUD Integrated Disbursement
Information System (IDI5) and assigned an IDMS number prior to release of funds.

KHC may award additional funds to developers/subrecipients wha wish to continue projects within the same
activity far which they were previously funded and who are using the same project design, provided the
applicant has been monitored by KHC and no significant monitoring issues have been identified nor findings
made.

Homebuyer Written Agreements

For KHC to commit funds to a homebuyer, each homebuyer must sign a written agreement with the
developer. Each agreement should contain a homeowner's name and address. Developers should draft their
written agreements and submit it to the HCA inbox with their set-up packets for each homebuyer unit. KHC
will review agreements to ensure they meet reguirements of the funding source [HOME or AHTF). Written
agreements should:

Identify all parties to the agreemaent.
Provide dated signatures of each party.
Provide the address of the project,
Specify the amount of the HOME or AHTF funds.
Specify the form of assistance,
o Examples: grant, amortizing loan, deferred payment loan
+  Specify how the funds will be used.
o« Examples: down-payment assistance, closing costs assistance, rehabilitation, new
construction
s State the time by which the housing must be acguired.

 Awardees must submit their environmantal review documentation via the HUD Environmental Reviaw Online
Systerm (HERDSE) at hitps:Yheros.hud gov. I an awardes does not have a HEROS account, see HEROS Account
Access Form Instructions 2019-3 on the HCA Partner Agency Portal at bitps:/fkvhmis gendesk.comy to kearn how
to request an account, HEROS instruction guides are also available on the HOA Partner Agency Portal under the
HERDS-HUD ENVIROMNMEMTAL REVIEW OMLINE S5YSTEM sub-header. Awardees must use the Enwironmental
Review Waorksheet Completion Guide-HOME Single- Family Dewvelopers found on the HCA Partner Agency Portal
at hitps:ffkyvhmis.zendesk comy for instructions on creating environmental review supporting documentation
that must be included in the HERDS submission, Prior to submitting an environmental review record to KHC via
HERDS, email hcadevi@kyhousing.org to confirm the appropriate KHC team member to whom the environmantal
review should be assigned in HEROS. All proposed projects where five or more units will be created on a single
site, regardless of funding source, must complete a full Environmental Assessment. Contact KHC via an emall
to headev@kyhousing.org if this is the case.
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Additionally, agreements for HOME-funded projects must include language mandating compliance with the
following requirements of 24 C.F.R. §92.254(a):

®  The housing must be intended for use as a single-family homebuyer dwelling and maintained as
the primary residence of the househald throughout the afferdability period.

# The sales price of rehabilitated existing 95 percent of the median purchase price for the area based
on Federal FHA single-family mortgage program data for existing housing and other appropriate
data that are available nationwide for sale of existing housing in standard condition. These price
limits are established via HUD's annwal HOME Homeownership Value Limits table and are included
in the KHC Single-Family Homebuyer Development Set-Up/PCR Pocket®

*  The sales price of newly constructed housing cannot exceed 55 percent of the median purchase
price for the area based on Federal Housing Administration (FHA) single-family mortgage program
data for newly constructed housing, These price limits are established wia HUD's annual HOME
Homeownership Walue Limits table and are included in the KHC Single-Family Homebuyer
Development Set-Un/POR Pocket.' The period of affordability must be calculated pursuant to 24
C.F.R. §92.254(a)(4) based on the amount of HOME assistance.

The assisted household must qualify as low-income at the time the contract issigned.
Must include a provision describing the recapture provisions of 24 C.F.R. §32.254(a)(5).

Homebuyers of HOME-funded housing must also complete and sign the newest version of the Kentucky Housing
Corporation HOME Investment Partnership Program Homebuyer Wiitten Agreement downloaded from the HCA
Partner Agency Portal (hitps:/kyhmis zendesk.com) for submission with the final draw as part of the activity close-
out.

Activity Set-up Requirements

The developer must submit a complete KHC Single-Family Homebuyer Development Set-UpdPCR Packet!
with all required supporting documentation for each specific local project to HCA at headev@kyhousing.org
at least three weeks prior to the start of construction.

Mote: Developers may not begin construction on any unit until the project has been approved by HCA
program staff as demonstrated by the receipt of an activity number and a release of funds email. Any unit
started (defined as any on-site construction activity) before approval by KHC may make the unit ineligible
for KHC assistance and could affect future funding.

Deaobligation of Funding Commitment

Furthermore, KHC reserves the right to:

* ‘Withdraw its conditional funding commitment if technical submission items are not submitted by
the applicant by the date referenced in the commitment letter,

« [Deobligate funds if funds are not committed and/or expended and construction completed by the
dates referenced in the funding agreement, or if the project substantially changes after funding
commitment.

=  Penodically review the developer's progress toward timely commitment and expenditure of the
HOME and AHTF allocation. If KHC determines that the project is no longer feasible or is not
progressing timely so that the imposed deadlines will be met, funds may be de-obligated.

= Deobligate funds from any developer who becomes suspended or debarred in accordance with
KHC's Suspension and Debarment Policy.
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# Deobligate funds if the developer has not met the commitment and expenditure deadlines as
referenced in the funding agreement, However, KHC reserves the right to extend the date if
extenuating circumstances prevented the commitment. KHC's goal is to avoid any federal recapture
of funds, and KHC will take the necessary steps to ensure this does not occur,

* Reallocate funds to another eligible project, if KHC decbligates funds or has funds uncommitted.

Match and Leverage Reguirements for HOME-funded Projects

Beginning with the 2017 HOME funding round, Match and Leverage Is no longer required; howewer, KHC
reserves the right to implemeant this requirement in future funding rounds.

Eligible Activities: KHC Single-Family Homebuyer Program

Activities Eligible for HOME Funding

HUD allows= a wide variety of activities under the HOME Program. KHC strives to maintain a great deal of
flexibility in how the funds can be utilized te maximize the opportunities to create or maintain affordable
howsing of all types across Kentucky, The following project types may be eligible for HOME funding as
identified in KHC's Consalidated Plan and Annual Action Plan:

MNew construction;

Acquisition, rehabilitation, and re-zale of existing single-family dwellings:
Site development combined with new construction;

Construction financing;

o NOTE: Community Housing Development Organizations [CHDOs) may retaln any surplus
HOME financing, defined as the difference in interim construction financing and total
permanent financing remaining in the unit (combined developer gap subsidy and direct
homebuyer subsidy) as CHDO proceeds per 24 C.F.R. $92.300{a)\(&)(ii). However, surplus
HOME finoncing for developers that are not CHDOs is classified os program income per 24
C.FR §92.503. KHC will allow non-CHDO developers to carry forward surplus HOME
financing for use as interim construction financing or permanent gop financing (developer
or buyer) on subseguent homes developed under this award. In other words, @ non-CHDO
developer con revolve surplus HOME funds throughout the development of homes under
this grant award, Once all homes supported under this grant eward are completed and
sold, all surplus HOME financing remaining following the sole of the final HOME-funded
unit created under this oward must be returned to KHC as program income,

Rehabilitation of awner-occupied units;

Demolition and reconstruction of owner-occupled units;

Relocation expenses, when combined with other HOME-eligible expenses;
Reazonable administrative costs; and/or

Conversion of existing affordable housing,

-

LI I B

NOTE: KHC will not allow HOME funds to support administrative costs for single-family development, Such
costs should be supported via Developer Fees and/or Builder's Overhead/Profit + General Requirements line
items in the KHC Single-Family Homebuyer Development Set-Up/PCR Pocket® "2) TDC” tab submitted for each
specific local project.
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Activities Eligible for AHTF Funding

«  Provision of matching funds for federal housing dollars requiring a local or state match including,
but not limited to, the National Affordable Housing Act of 1990;
Acquisition of housing wnits for preservation or conversion as very low-income housing;
New construction or rehabilitation of very low-intome housing units (including dewn payment,
closing costs, and principle reduction);
o Note: AHTF moneys may be reguested to provide up to 100 percent of the
rehabilitationdconstruction costs per unit as interim construction financing.
= However, any surplus AHTF financing, defined as the difference in interim
censtruction financing and total permanent financing remaining in the wnit
{combined developer gop subsidy and direct homebuyer subsidy) is clossified as
program income. KHC will allfow developers to carry forward surplus AHTF
financing for use as interim construction financing or permanent gap financing
(developer or buyer] on subsequent homes developed under this award. In ather
words, o nonprofit developer con revolve AHTF funds throughout the
development of homes under this grant oward. Once all homes supported under
this grant oward are completed and sold, oll surplus ARTF financing remaining
following the sale of the final AHTF-funded unit created under this award must be
returned to KHC as program income unless partner reguests the funds to be
recycled to produce an additional unit in the project.
= Matching funds for technical assistance directly related to providing housing for persons pursuant

to KRS 51984700 1o 51984730,

NOTE: KHC will not allow AHTF funds to support administrative costs for single-family development. Such
costs should be supported via Developer Fees and/or Builder's Overhead/Profit + General Requirements line
items in the KHC Single-Family Homebuyer Development Set-Up/PCR Packet® "2) TDC" tab submitted for each
specific local project.

Direct Subsidy for Single-Family Homebuyer Construction Projects without Construction Financing

As stated in the “Ineligible Activities” section below, “down payment, closing costs, and/or principal
reduction for the acguisition of a unit not constructed or rehabilitated by the developer under this funding
cycle” s anineligible activity. In some AHTF or HOME-funded single-family homebuyer new construction or
acquisition/rehabilitation/resale projects the appraised value/sales price exceeds the total develepment
cost and no construction development gap financing is necessary. In these cases, the developer can reguest
anly down payment assistance (direct subsidy) for a hamebuyer development project without requesting
AHTF or HOME interim construction financing. The Project Summary in the KHC Single-Family Homebuyer
Development Set-Upy/PCR Pocket! for such projects should clearly state that only direct subsidy is necessary
for the sale of the newly constructed [or rehabilitated] home as market conditions do not necessitate
development gap financing.

NOTE: If HOME funds are used for such prajects, the expenditures are not CHDO-¢ligible,
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Owner-Occupied Replocement Housing- HOME and AHTF

KHC will allow developers to replace substandard, owner-occupied housing units® with unlike stick-built
housing constructed on site or uplike modular housing constructed remotely and assembled on site as an
eligible homebuyer new construction activity without property acquisition as allowed by the HOME
program under 24 CFR §92.254(d). In these cases, the developer will build housing on property currently
ownied by the household that will accupy the housing upon completion. Such replacement housing activities
will zlso be permitted with AHTF funding. NOTE: While this is o HOME-eligible activity it is NOT a CHDO -
eligible activity because the developer will not obtain fee-simple title to the swner-occupied property os
is required for o CHDO activity under 24 C.F.R. §92.300(a){6). Such owner-occupied replacement projects
will not generate CHOO Proceeds.

The assisted househald must document ownership of both the land and the housing unit to be replaced
prior to contracting for the development of the replacement housing with the developer. The assisted
househald must also obtain permanent financing for the replacement housing prior to funding release. The
developer should underwrite the development of replacement housing as It would any other homebuyer
new construction project without land acquisition costs, HOME or AHTF funding can provide direct subsidy
to the homeowner to offset the difference between other grant and loan funds available to the homeowner
and the appraised value of the replacement housing up to the direct subsidy cap of 540,000. AHTF or HOME
funds that are a direct subsidy to the homeowner must be secured as noted in the “Collateral” section of
this document. The difference between the appraised value of the replacerment housing and total
development costs can be offset as HOME or AHTF development gap funding. The project set up for such
replacement housing must be fully documented using the newest KHC Single-Family Homebuyper
Development Set-Up/PCR Packet' with all reguired supporting documentation.

Should Awardees wish to replace existing owner-occupied housing with like housing or conduct a complete
rehabilitation of an owner-occupied unit, it is considered an eligible homeowner rehabilitation activity per
HOME regulations found at 24 CFR §92.205 and not a homebuyer activity. It (s olso considered o
homeowner rehabilitation activity for AHTF, KHC will permit developers to request @ waiver fo substitute o
homeowner rehabilitation umit for ar awarded homebuyer unit. In this cose, the developer will not e allowed
to chorge a developer fee on the project and can only request reimbursement for construction costs up to
SE0.000 plus @ 7.5 percent administrative fee. AN unlts assisted under such o walver must be Browght up to
Kentucky Code and meet KHC Minimum Design Standards.

Single-Family Development Projects where the Homebuyer Owns the Land Prior to Construction OR o
Relati Frien m r Prawi Lan r il n

In cases where a prospective homebuyer either owns or has been gifted vacant land where the home will
be newly constructed, the developer must take title to the property prior to construction for it to be
considered a CHDO-eligible activity per 24 C.F.R. §32.300(a)(5). In these cases where the acquisition of the
property is nat an “arms-length” transaction, the developer should acquire the property for the nominal fee
of ane dollar (51.00) and the property seller and the developer must execute the Certification of Seller and
Developer for Lond Acquisition Befow Approized Value located on the HCA Partmer Agency Portal
[https:fkyhmis.zendesk.com/) under “Homebuyer Development (HOME/AHTF)/Single-Family Homebuyer
Development Program-Related Tools and Documents.” NOTE: In such a case DO NOT enter the value of
the donated land in the Building & Property Acquisition section of the KHC Single-Family Homebuyer
Development Set-Up/PCR Packet’ *2) TDC® tab submitted for the specific local project. If the buyer or
buyer's family donated the land, it may be entered os o subsidy under the “4) Buyer Affordability Tab”™ of
the Set-Up Packet.

# Units failing to meet KHC Habitability Standards and manufactured housing units constructed before 1976,
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Additional Consigerations

& Acquisition of vacant land or demelition must be undertaken only with respect to a housing praject
intended to provide affordable housing. Note: the use of AHTF or HOME funds must result in a unit
of affordable housing. Land acguisition or demalition that does not result in a unit of affordable
housing is ineligible. NOTE: W a HOME funded project requires dernullhun of an u-cl:upled
property, compliance with the f : d Rex -

Policies Act of 1970, as amended [URA). If relocation is requned for a pruspectm dmlnpm-ent
contact KHC at hcadevi@kyhousing.org as soon as poassible to discuss.

& |If the project proposes demolition and reconstruction, the dilapidated structure must be
demalished. In the event of a mabile home replacement, the dilapidated mobile home must be
demolished or salvaged {3 salvage title must be cbtained) and the salvage value should be
reinvested into the new unit. For all demolition and reconstruction projects, a demolition
agreement must be executed with the property cwner.

» Developers are responsible for ensuring that housing units are properly insured during the
construction and/or rehabilitation process, Developers must also ensure that the assisted property
remmaing insured througheut the afferdability perlod.

= For all properties assisted with AHTF or HOME funds, the homeowner must maintain all risk, fire,
and extended insurance coverage, in form and with companies acceptable to the developer, for each
homeowner ar hemebuyer activity, in an amount net less than the HOME or AHTF investment in
the property. Each policy must include appropriate loss payable clauses in favor of Kentucky Housing
Corporation, as beneficiary, and without right of cancellation or change except wpon thirty (30) days’
written notice te developer. Homeowner will deliver proaf of all insurance to the developer at
closing and via subseguent verifications of occupancy status.

=  Manufactured housing,

o AHTF or HOME funds may be used to purchase and/for rehabilitate a manufactured housing
unit or purchase the land where a manufactured housing unit is located. Any manufactured
unit must, at project completion, be on a permanent foundation, be connected to
permanent wtility hook-ups, and be located on land that is owned by the manufactured
housing unit owner ar land for which the manufactured housing owner has a lease for a
period at least equivalent to the applicable period of affordability.

o Manufactured housing must meet all applicable state and local construction standards, the
HUD Manufactured Home Construction and Safety Standards (24 CFR Part 3280), and the
HUD Manufactured Housing Installation Standards (24 CFR Part 3285). The real property on
which the manufactured heme is located must also meet all zoning requirements,

o Manufactured howsing may gualify as an eligible HOME CHDO activity, provided the CHDO
is acting as the developer a project in accordance with all HOME Program requirements. To
he a CHDO-eligible activity, the CHDO must undertake the final development of the housing
unit by removing the drawbar and coupling mechanism, running gear assembly, tires, and
lights. Additionally, the CHDO must install the unit on a permanent foundation, finish the
interior, install the flooring systems, HYAC systems, plumbing system, and roofing system,
as well as adhere to all KHC's Minimum Design Standards,
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o A manufactured home that is built on a chassis (a5 opposed to modular housing, which
is constructed off site and delivered by truck] is issued a motor vehicle title. Recording a
martgage against the real property to secure a loan does not automatically secure the home
in these cases. Recording a mortgage and a motor wehicle lien protects the lien.
Alternatively, provided the manufactured home is permanently attached to a foundation
[with axles and towing gear removed), the developer and homeowner may surrender the
Kentucky Certificate of Title and file an Affidavit of Conversion to Real Estate with the county
clerk in the county where the property is located. By doing this, a mertgage is the enly lien
required. The manufactured home becomes “real property” instead of “personal property.”

Ineligible Activities

In addition to the activities that are prohibited by the HOME regulations, KHC considers the following
activities ineligible for HOME ar AHTF Homebuyer funding:

#  Finizshed basements. Partially finished bazements may be permitted on a case-by-case basis if the
existing topography of the site would yield a sub-surface area large encugh to be usable by the
assisted household. This activity would require priorappraval.

& Luxury items including but nat limited to:

o Swimming pools,

o Femces (other than those required for security),

o Television satellite dishes.

o Any upgrades (see definition below) not approved with through the waiver process and
incleded in plans and specifications.

® Mon-essential landscaping (unless installed as part of a green building design) and ather vard or
nonstructural improvements,

« Rehabilitation of accessory structures, unless specifically authorized by KHC for health and safety
reasons.

Additional rooms, except to comply with Kentucky Residential Code.

Rehabilitation damaging to the historical character or value of a structure as determined by the
State Historic Preservation Office of the Kentucky Heritage Commission.

Refinancing of existing debt.

AHTF ar HOME assistance of less than 51,000,

Down payment, closing costs, and/or principal reduction for the acquisition a unit not constructed
or rehabilitated by the developer under this funding cycle.

« Reconstructicn of a unit that was not standing at least 12 months prior to the commitment of HOME
funds (HOME anly].

# Provide assistance (other than assistance to a homebuyer to acquire housing previously assisted
with AHTF or HOME funds) to a project previously assisted with AHTF or HOME funds during the
period of affordability established by the written agreement.

+ Payment of delinguent taxes, fees, or charges on properties.

Mote: Upgrades may be approved by KHC, but developers have sole discretion to choose whether
they will allow upgrades If offered, a specific upgrade policy must be established in the developer's
written homebuyer program policies and procedures, KHC will approve upgrades on a unit-by-unit
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HOME CHDO Set-Aside

written agreements

CHDO Proceeds

OMB Control No: 2506-0117 (exp. 09/30/2021)

KHC Single-Family Homebuyer Development Program

hasis if requested via KHC's online waiver system.

To submit an upgrade for consideration of approval, developers must include the upgrade in revised
plans and specifications, which must then be submitted to KHC's Design and Construction Review
department for approval. The online upgrade waiver request for a specific unit must describe the
upgrades, price differences, how the upgrades will be funded, and include the developer's written
program procedures for upgrades. The project set up must incorporate upgrade costs in the Total
Development Costs worksheet of the Project Set-up.

Lpgrades are defined as the following:

o Garages, unless required by a neighborhood or subdivision covenant, or are an
existing attached structure.

o Upgrades to surfaces, furnishings, fixtures, appliances, materials, etc, that are
beyond the minimum needed to meet Minimum Design Standards,

f [} imi (i]
Granite countertops
Custom cabinets
Wood flooring
Tiled shower
Jacuzzi tub [tub with jets)
Stainless steel smart refrigerator
Wood or brick siding

Organizations seeking designation as a CHDO must submit a complete CHDO application with all required
supporting documents to KHC annually prior to the commitment of HOME funding via project-specific

For organizations to utilize CHDO set-aside funds, the activity must include one of the following:

= Acguisition end moderate-to-substantial rehabilitation of existing home (minimum of
55,000 in rehabilitation); or
= Mew construction of a hemebuyer property,

HOME CHDO set-aside funds must be used during the construction er rehabilitation of a housing unit,

All CHDO set-aside funds must be expended within 5 years of the date KHC receives its formula allocation.

Developers certified as CHDOs may be authorized to retain proceeds from the sale of a property developed
with HOME funds where the developer has fee-simple title to the property prior ta construction. Developer
must use any CHDO Proceeds which it is authorized to retain for HOME- eligible or other housing activities
to benefit low-income households with incomes at or below earning 800 of Area Median Income as adjusted
for family size, as allowed under 24 CF.R. §92.300a)6](il){A). Examples of affordable housing activities
which may be funded with CHDO Proceeds include: emergency repairs, project operating costs and
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reserves, housing refinancing costs, Developer’s operating expenses, and homebuyer counseling. CHDO
Proceeds which are retained by Developer are not subject to the requirements of the HOME regulations,
except for §92 300(a)(G)iilA). Thus, the Davis-Bacon Act, National Environmental Policies Act and Uniform
Relocation Assistance and Real Property Acquisition Paolicies Act do not apply to the use of CHDO Proceeds.
However, because CHDO Proceeds are derived from the expenditure of HOME funds, any activities which
are funded with CHDO Proceeds may not be contributed as HOME match. Funds generated from the use of
CHDO Proceeds are not CHDO Proceeds. CHDO Proceeds are governed by the Developer Written Agreement
for the project that created them.

KHC will not allow CHDOs to retain proceeds on units that place a third lien on the property with a payable
note that takes the place for needed additional subsidy that could have been negated with HOME
homebuyer subsidy funding (up to 540,000). (Developers should maximize all available homebuyer grant
subsidy, including HOME and ather sources, such as FLHE AHP before placing an additional, payable lizn on
a property.)

All CHDOs will be required to submit to KHC quarterly reports that document uses of CHDO proceeds, COHO
proceeds eamed, and CHDO proceeds net balance for the prior quarter. Failure to use existing CHDO
proceeds on eligible activities may result in caps on retention of CHOO proceeds for future specific local
projects,

NOTE: KHC may choose to implement a cap on CHDO Proceeds to be retained for each specific local
project. The amount of CHDO proceeds to be retained andfor returned to KHC will be established in the
project-specific HOME written agreements.

Construction Requirements

Al construction must comply with all applicable KHC design and coenstruction  standards  at
http:/Swww kyhousing. org/Development/Pages/Design-and-Construction.aspy, along with building and
residential codes adepted by the Commanwealth of Kentucky. Information for purchasing adopted codes
and standards is available through the Kentucky Departrnent of Housing, Buildings, and Construction web
site at http.//dhbc. ky.gov/be Pages ault.as

nstruction Adan il

= Developers must develop construction management procedures that outline contract provisions
for the contractor and subcontractors, payment requests, forms to be completed, inspection
procedures, and project completion precedures.

= Developers must establish and maintain a current listing of gualified contractors based on
experience (unless the developer utilizes only in-house crews) who are interested in doing new
construction andfor rehabilitation wark. At a minimum, agencies should annually advertise a
request for gualifications. Every effort must be made to ensure that the bidding is fair and open.

« A full work write-up with line-item cost estimates must be submitted to KHE as part of the newest
KHC Single-Family Homebuyer Development Set-Up/PCR Pocket!

*  KHC will determine the feasibility and cost reasonableness of the project prior to project approval,

« Al variances from KHC's design and construction standards must be submitted to KHC prier to
project set-up. KHC will determine the feasibility of the variance and issue a written response to any
variance reguest.

« Contractors hired by the developer must submit a request for payment with lien waivers and
affidavits to the developer with each pay reguest. The developer must inspect the property ta
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« determine that the work completed is valued at an amount equal to the progress payment
requested. If the work completed is not in compliance, it is the responsibility of the developer to
obtain appropriate corrective action from the contractor before requesting payment from KHC, The
contractor must be notified at the time of inspection of any necessary corrective action to enable
the developer to make a progress payment. This notification must be included in the case file,

# Housing that is newly constructed with HOME funds must be constructed as to mitigate the impact
of potential disasters (e.g., earthgquakes, floods, wildfires) in accordance with state and local laws.

Change Orders

Any changes in the approved plans and scope of work must be approved by a KHC construction specialist
before the change of work scope occurs, Proposed changes should be submitted to KHC in the form of a
detailed Change Order submitted on proper forms and executed by all parties. Change Orders must be
approved by KHC prior to beginning the work and include the Change Order amount in the Draw Request.

Construction Contingency

KHC mandates that developers to incorporate a 5 percent to 7.5 percent construction contingency for
new construction projects and a 7.5 percent to 10 percent construction contingency for rehabilitation
projects. This is to be calculated as a percentage of the total construction costs budgeted for each specific
local project. Mowever, if a construction contingency is added to the cost estimate, it should not be
considered an automatic project cost. Construction contingency is designed to help developers pay for
unforeseen cost overages Uses of construction contingency must be documented via change orders, If the
amount budgeted for construction contingency on a unit is insufficient to meet the cost overage, the

developer must then use their developer fee to meet these costs before requesting additional funds from
KHC.

Inspections

All homebuyer units funded by KHC must be inspected by KHC staff, regardless of funding source. Units are
to be inspected for code compliance as well as reviewed to meet all KHC design requirements., Inspection
reports for all project units must be kept on file by the developer. Developers shall provide to KHC
representatives the final inspection report with the clese-out documentation.

Mew construction units selected by KHC for inspection will be inspected a minimum of three times each. For
new construction, these inspections will be at the following stages:

# Footing (after excavation of footings and before footing concrete is poured)
# Interim [any time between completion of wall insulation and hanging of drywall)

= Completion (100% complete including landscaping and site work and before mowve-in)

Rehabilitation units selected for inspection will be inspected a minimum of one time each. Rehabilitation
praject units will, based on the work scope of the project, be inspected at the following stages as applicable:
[Contact your KHC Construction Specialist for guidance. )

«  LUnder-roof/weatherization
& Interim (any time between completion of wall insulation and hanging of drywall)
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= Completion (100% complete, including removal of waste materials)

MOTE: The inspection stages and percentage of work completed may not directly correspond to the
percentage of KHC funds that may be regquested.

MOTE: A representative from the developer must attend each inspection.

homes m under rM: gﬁ The l'u'IDA ternplate can be found on the HCA Partner Age-nt-.- Parl.al under

“KEHC Inspections.” All inspection costs should be included in the Total Development Costs budget for each

unit provided on the “TDC" tab of the newest Set-Up/PCR Packet. Specifically, charges for KHC inspections
should be included on the “Inspection & Draw Fees” line item of the “Carrying and Financing Costs” section

of the "2) TDC” tab of the KHC Single-Family Homebuyer Development Set-Up/PCR Packet’.

Per the MOA, the cost for inspections shall be per the following schedule:

Footing Inspection (all excavation complete; all steel properly in place; all 5200
from work complete)

Fehab Inspection (per unit)® 5200
Framing Inspection {rough in mechanical, electrical, plumbing, and wall 5325
insulation complete)®

Final Inspection 5225
Onsite Re-lnspection 5200
Re-Inspection via Electronic Document Review (may be performed in lleu of | $100
ansite re-inspection at KHC's discretion)

Plan, Specification, Energy, and Maodification Review for Rural Development | 550

KHC will charge the "Onsite Re-Inspection” fee of 5200 under the following circumstancoes:

#  Units on which a KHC inspector must perform more than one final inspection due to the project not
being 100% complete,

#  Failure by the developer to provide a representative on the project site during the inspection ta
provide access,

»  Unsuccessful attempts due to the developer not coordinating the inspection with other involved
parties which renders the unit inaccessible for inspection.

* A hazard exists on the project site at the time of inspection which endangers the welfare of the
inspector, Examples: insect infestation, poisonous snake infestation, uncontrolled animals, etc.

The reinspection fee must be paid to KHC prior to any additional funds being drawn from KHC. This fee
cannot be paid using HOME or AHTE. A re-inspection fee will not be charged for follow-up inspections to
verify correction of deficiencies observed during any inspection.

% Should Developer desire inspection of rough-in wark in connection with a rehab inspection, Developer shall notify KHC
before such work s covered. An additional requested final inspection will require an additional Rehab inspection fee.

% Prior to KHC performing a rough-in or final inspection, electrical, plumbing and HVAC inspections must

be completed by a Kentucky licensed inspector having jurisdiction.
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Draw Reguests

KHC will allow a maximum of three draw requests per unit for home buyer projects. [In extenuating
circumstances, KHC may allow additional draws. ) Each draw reguest must be approved by a KHC construction
specialist, Draw amounts should be proportionate to the percentage of completion of the unit and represent
only incurred costs that can be documented. The first two draws must not exceed 90% of KHC funding to
ensure a 10 percent retalnage In HOME or AHTF Is held, KHC reserves the right to reduce any draw that is
requesting excessive funds compared to the percentage of construction completed at the unit.

Al completion of each unit, the developer may submit a final draw to KHC, which must be done within 90
days of the unit closing. Mo funds will be paid by KHC on a unit deemed non-compliant of any applicable
code of KHC standard by a KHC Construction Speclalist, The final draw reguest must also include required
closeout documentation, including completed PCR tabs from the KHC Single-Family Homebuyer
Development Set-Up/PCR Packet.

Eligible Costs for HOME Funds

= Project costs (24 CFR §92.206). HOME funds may be used to pay development hard costs,
acquisition costs, related soft costs (including architectural, engineering, or related professional
services if incurred not more than 24 months before the commitment of HOME Funds if the Funding
Agreement expressly permits these costs), CHOO costs set forth in 24 CFR §92.301, relocation costs,
and costs relating to payment of loans; all of which are described in 24 CFR §92.206(g). NOTE: KHC
does not allow for refinancing costs.

Homeownership Definition

*  HOME defines homeownership as fee simple title (title must be clear and free from defects), or a
99-year leasehold interest in a one- to four-unit dwelling, or equivalent form of ownership approved
by KHC or HUD.

+ Inherited property with multiple owners, life estates, inter vivos trust, living trusts, and beneficiary
deeds are all considered eligible forms of ownership; even though they do not meest the definition
of homeownership in 24 CFR§92.2,

=  Ownership must be preven and title searches must be completed prier to the investment af HOME
funds, NOTE: Property assisted with HOME funds will not be eligible for additional assistance during
the afferdability period.

Land contracts and Contracts for Deed are not an eligible form of ownership.
The AHTF program will abide by the HOME Homeownership Definition.

Eligible Beneficiaries: HOME & AHTF

Eligible Beneficiaries of HOME Funds

All program beneficiaries must:

= Be Kentucky residents;
Decupy the property as a principal residence; and

«  Below-income; that is, have an annual (gross) income that does not exceed B0 percent of median
income for the county in which the househald resides,
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HUD's income limits are typically updated each spring. The most recent income limits can be found at:
. h wch .inf rams/hom me-income-limit

Eligible Beneficiaries of AHTF Funds
All program beneficiaries must:

»  Be Kentucky residents;
»  Occupy the property as a principal residence; and

*  Be low-income; that is, have an annual (gross) income that does not exceed 60 percent of median
for the county in which the household resides or 60% of the median for the Commonwealth of
Kentucky, whichever is higher. KHC publishes applicable 8HTF Incame Limits by County annualky.’
These income limits are available on the HCA Partner Agency Portal (https://kyhmis.zendesk.com).
The HUD CPD Income Calculater® can be used to document AHTF eligibility,

Income Documentation and Determination (24 CFR §92.203)

The cenzus long-form definition of income has been eliminated. KHC requires that the 24 CFR Part 5 method
be used to define income eligibility, When a develeper does an income determination to use in determining
the eligibility of an applicant for HOME assistance, it must include at least two months of income
documentation. KHC does not allow "grossing up”™ non-taxable income for determining ratios.

Income Verification

All households assisted must be income-eligible based on the anticipated gross income as determined by
the Section & method (24 CFR Part 5) of income determination. The income of the applicant includes all
househald income and the actual or imputed income from assets of all househald members. Imputed asset
income must be determined using the current passbook savings rate, as published by HUD.

Income and asset verifications are valid for 180 days prior to the execution of the HOME written agreement.
If mare than 180 days elapse after the verifications are completed, but before the HOME written agreement
is executed, the developer must re-verify all household income and assets using the Section 8method.

‘When determining income eligibility, at least 2 months’ worth of source documentation must be reviewed.
The income of ALL adults (18 and ower] household members must be counted. The HUD CPD Income
Caloulator® is a tool that developers can use to help accurately document income,

Homeowner/Homebuyer Protections

Each develeper must develop and utilize a standard program application form that must be completed by
each household. If necessary, the developer will provide assistance in preparing the form; especially to the
elderly, disabled, non-English speaking persons, and persens who are unable to read of write. A Uniform
Residentiol Loan Application is not considered a program application for the purposes of this program.

! Current AHTF Income Limits can be downloaded from the HOA Partner Agency Portal a1 https:/ feyhmis. 2endesk com.
h : nge. info/in I
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All households deemed ineligible for assistance must be natified inowriting of such determination and the
reasons for such determination. The household should also be notified of other potential resources in
rehabilitating or acguiring the property for which the household may be eligible and where 1o apply for such
assistance.

Developers should document thelr efforts to ensure clients are complying with the reguirements of the
maortgage, loan agreement, promissory note, and deed restriction (as applicable). The HOME PFrogram
reguires the assisted househald ccoupy the assisted property as its principal residence during the applicable
affordability period as do deed restrictions for AHTF-assisted homebuyer activities. Developers should also
autline the steps they will take to ensure compliance with the requirements set forth in their application
and funding agreement(s).

Closing documents must be prepared in compliance with all applicable federal and state lending protection
requirements and given to each household assisted with amortized or forgivable loan funds given to each
househaold assisted with amortized or forgivable loan funds. KHC Mortgage and Note templates must be
used and are available on the Homebuyer Developrment section of the HCA Partner Agency Portal under the
Legal Documents subheader for the appropriate funding source used for the homebuyer project. Closing
documents must be submitted for review by the KHC Legal Department at least three weeks prior to closing,

A Right of Rescission statement must be given ta all househalds assisted in home buyer projects in which
the assisted household owns the lot.

Underwriting Criteria

Sustainable Homeownership Program Design and Underwriting (24 CF.R, §32.254(f)]

HUD has provided specific guidance regarding the way participating jurisdictions must evaluate
subrecipients of HOME funds to ensure sustainability for the household while not over-subsidizing. As a
result, KHC has adopted the following minimum underwriting criteria to ensure the appropriate amount of
HOME or AHTF assistance.

Each developer may impose more restrictive underwriting criteria; however, more lenient criteria than
those outlined below are not acceptable.

Written Underwriting Standards

Sustoinable Homeownership Responsible Lending [24 C.F.R. §92. 254(f}]

KHC's goal is to ensure the sustainability of the homeownership situation for the low-income buyer over
time. Underwriting standards for the homebuyer should consider housing debt, total debt, household's
recurring expenses, and assets that are available for the purchase. KHC will require every KHC-assisted
homebuyer to have a minimum of 3250 in cash reserves at the time the loan is closed. Mot all hamebuyers
will receive the same amount of AHTF or HOME assistance. AHTF or HOME assistance should be based on
individual househald need,

KHC will examine the terms of all private mortgages that homebuyers secure (homebuyers who are
recelving, for example, down payment assistance or buying a property) to ensure the terms of the loan are
reasonable and sustainable. If the private mortgages contain terms and conditions that are predatory or
harmful to the homebuyer or homeowner (such as excessive fees or interest rates, balloon payments,
adjustable interest rates, etc.), the homebuyer or homeowner will not be eligible to receive AHTF or HOME
funds from KHC, At least three weeks prior to closing, Developers must submit terms of private homebuyer
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mortgage(s) ond note(s) olong with completed closing documents to hcodevi@kyhousing.org for KHC
Legal Department Feview.

KHC will also look at the terms of mortgages to ensure terms that are reasonable, standard for the industry,
and not predatory or unsustainable. AHTF ar HOME funding must be secured by a mortgage in faver of KHC
with due-on-sale and refinance clauses to ensure repayment to KHC in the event of a transfer of ownership
of a no cash-out refinance any time during the affordability period, a promissory note and deed restriction
|as applicable), based on the affordability period.

Underwriting standards for the HOME and AHTF programs should ensure that AMTF or HOME investments
and developer returns are not excessive. Underwriting standards evaluate the homebuyer’s housing debt,
averall debt, monthly household expenses, assets available to acguire housing, and the financial rescurces
available to the household to ensure that the appropriate amount of federal and state assistance being
provided is appropriate to afford and sustain homeownership, These underwriting standards are
incorporated in the newest KHC Single-Family Hemebuyer Development Set-Up/PCR Packet.

Limit an investment

KHC will not invest more HOME or AHTF funds than is necessary to provide quality affordable housing that
is financially viable, To this end, KHC will examine the sources and uses of funds to determine whether costs
are reasonable.

T lirmit the amount of HOME investment, KHC has established a minimum front-end ratio of 20 percent
{minimum PITI to gross monthly income cannot be less than 20 percent) to ensure the household is only
recelving enough KHC assistance to complete the transaction and is not being ever-subsidized. Based on its
review, KHC may require the developer to decrease the amount of KHC assistance and increase the amount
of borrowed funds. If the review indicates that the household is being provided housing that is excessive in
size ar amenities, KHC may also require the developer to reduce the size and scope of the project to provide
maore suitable housing as it relates to the household's current needs. The goal of the KHC Single-Family
Homebuyer program is to help low- income persons obtain safe, quality, and affordable housing that
meets their basic housing needs.

Front- ond Bock-End Rotios

For all homeownership activities, the maximum front-end ratio for principal, interest, taxes, and insurance
{PITI}is 29 percent of the assisted household's gross monthly income. The maximum back-end ratio for total
leng-term debt (six months or longer) plus PITH s 41 percent of the househeld's gross monthly income,
Waoivers may be requested when student loons couse o homebuyer’s bock-end rotio to exceed 41 percent
provided the rotio does not excead 50 percent,

_——

All developers must have a Liguld Asset Palicy and must establish a method to evaluate lguld assets and
the ability of assisted househaolds to financially contribute to the acquisition, construction, or rehabilitation
of their housing to ensure that a minimum amount of KHC funds are used. All househaolds utilizing HOME
funds must contribute a minimum of 5250.00 to the transaction. HCA will allow an exception to the
rminimiem $250,00 contribution and the minimum 250,00 liquid asset requirement if the ONLY source of
hausehold income is 551 or 3301,

Applicant households with non-home assets of more than 550,000 are ineligible for assistance.
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Home Buyer Value Limits

The sales price of newly constructed housing cannot exceed 95 percent of the median purchase price for the
area based on Federal Housing Administration (FHA) single-family martgage program data for newly constructed
housing,

For existing housing, the value limit is the greater of one of the following:

# 95 percent of the median purchase price for the area based on Federal FHA single-family maortgage
program data and other appropriate data that are available nationwide for sale of existing housing
in standard condition,

& Or the minimum limit (or floor) based on 95 percent of the statewide, nonmetrapeolitan area median
purchase price using this data. This limit encompasses the total purchase/rehabilitation price,
regardless of source of financing,

The current limits are subject to  chamge annually, Please check HUD's  website at
www hudexchange. info/home for the most up-ta-date infermaticn. The limits are alse provided by county
in the newest KHC 5F Homebuyer Development Set-Up Packet* from the HCA Partner Agency Portal at
https:/xyhmis.zendesk.com

Please note: the purchase/rehabilitation price is the contract purchase price and does not include
settlement charges.

Cost effectiveness must be considered by the developer. KHC, at its discretion, may review work write-ups
and cost estimates to ensure cost reasonableness and reserves the right to reduce funding on projects KHC
deems not to be cost reasonable. KHE may also require additional supporting docurmentation for any activity
that appears to have unusual or elevated costs.

Hame Buyer Counseling

Home buyer counseling is required for all home buyers receiving HOME or AHTF assistance or purchasing a
unit developed with AHTF or HOME funds.

Counseling Costs

Counseling costs may be charged:

# as a2 project-related soft cost; or
+ tothe homebuyer, if the fee is reasonable.

KHC has not s2t a policy on the number of haurs or length of such counseling but may review each
application for reasonableness as a part of the application process.

Counseling Provider
KHC may determine the provider (KHC or HUD-approved counseling agency, or other provider), content,
and length of the counseling. The counseling curriculum must prepare homebuyers for not only the process

of purchasing the home; but also for budgeting, maintaining the home, and everything else during the
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affordability period. Counseling may be provided by a HUD-approved online provider.

KHC recommends, but does not reguire, that all counseling compaonents meet the current National Industry
Standards for Homeownership Education and Counseling. The current voluntary national standards can be
found at www homeownershipstandards.com.

All housing counselors must comply with the reguirements of Subtitle D of Title X1V of the Dodd-Frank Wall
Street Reform and Consumer Protection Act and the regulations implementing this Act, including, but not
limited to:

«  Ensure counseling covers the entire process of homeownership, from the purchase of a home to
disposition.

= Ensure homeownership counseling is administered in accerdance with procedures established by
HUD.

s Al developers must comply with the Final Rule for Housing Counseling Certification published in the
Federal Register on December 14, 2016.

Information about KHC's  post-purchase  education is  available on KHO's  website  at
https:/fwww. kyhowsing org/Homeownership/Future-Homebuyers/Pages/Housing-Counseling-and-
Education.aspx.

NOTE: All homebuyers of HOME-funded units with closing dates after July 21, 2021 MUST receive
counseling from o HUD-certified housing counselor who has passed the HUD certification examination
and is employed by a HUD-approved housing counseling agency. This deadline was initially implemented
as August 1, 2020 as o requirement of the Final Rule for Housing Counseling Certification and HUD Notice
CPD-18-09 Reguirements for HOME Homebuyer Program Pelicles and Procedures, However, the Interim
Final Rule Housing Counseling Program: Revision of the Certification Timeline issued by HUD on August
5, 2020 extended the deadline until August 1, 2021 in response to the COVID-19 pandemic. Preaf of HUD-
certified homebuyer counseling for such project MUST be submitted with project close-out
documentation for all clasings after July 31, 2021,

Follow this link for a current listing of HUD-approved Howsing Counseling Agencies in Kentucky.

Subsidy Requirements

Anal
Before investing AHTF or HOME funds in a single-family dwelling, the developer must assess if other
assistance has been, of 15 expected to be, made available to that unil. In performing this evaluation, the
developer should consider the aggregate amount of assistance from other sources that is necessary to
ensure the feasibility of the assisted project. Developers should not provide a standard amount of AHTF ar
HOME funds for each assisted unit. Instead, the household's ability to pay and availability of other loan and
grant funds should be evaluated on an individual-unit basis. Only encugh AHTF or HOME funds should be
used to ensure the housing is affordable to the assisted household. Developers must develop a written
policy for this analysis and apply it unifarmly to all clients.

Additionally, develapers should consider the population being served when conducting the subsidy analysis
review. Forinstance, if the targeted population is 60 percent of area median income, that level of assistance
would be different than that necessary for a targeted population that is very low-inceme (50 percent ar
loweer].
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AHTE or HOME funds may be reguested to provide 100 percent af the rehabilitation/construction costs per
unit as interim construction financing and can be used to permanently provide development gap subsidy.

Lp to 540,000 of AHTF or HOME funds may be used to assist home buyers in direct subsidy.

Development Gap Subsidy Requirements

In the event the tatal development costs exceed the appraised value, the housing unit may not sell far more
than the appraised value. The difference between the total development costs and the appraised value is
thie development gap subsidy. Development subsidy is only permitted for those developers that undertake
homebuyer new construction or acguisition/ rehabilitation/resale activities,

& AHTF or HOME funds may be used for development subsidy, However, development subsidy paid
by HOME or AHTF funds may not exceed a total of 515,000 (535,000 until June 30, 2023, or later if
an updated public notice isswed by KHC) on any one unit unless the following conditions are met:

o If a unit has a HERS rating of 65 or below, the allowable HOME or AMTF development gap
subsidy can be increased to $20,000 (540,000 until June 20, 2023, or later if an updated
public notice is issued by KHC)

o Ifany unit has a HERS rating of 55 or below, the allowable AHTF or HOME development gap
subsidy can be increased to 525,000 (545,000 until June 30, 2023, or later if an updated
public notice is isswed by KHC)

= In the event the development gap subsidy exceeds 515,000 (or 535,000 wntil June 30, 2023) for a
umit that does not meet the HERS rating targets, the developer may use funds from ather sources
along with AHTF or HOME funds to cover the development gap subsidy above the 515,000 (535,000
until June 30, 2023, or later if an updated public notice is issued by KHC) cap on AHTF or HOME
funds.

« Developers will be required to submit documentation to KHC to support the necessity of a
development subsidy. This may include, but is net limited to an appraisal, a Certified HERS repaort,
and a detailed final cost breakdown,

«  AHTF or HOME funds cannot be used salely for development gap subsidy without some level of
direct subsidy to the home buyer. There must be a minimum of 51,000 of AHTF or HOME funds used
as direct subsidy to the end beneficiary,

MNote: For construction projects, KHC-administered funds, except for mortgage revenue bond financing,
may not be used to take out another KHC-administered construction source.

Direct Subsidy: Homebuyer Assistance

The total amaunt of AHTF ar HOME funds that enabled the home buyer to buy the dwelling unit is
considered the direct subsidy. This includes any AHTF or HOME assistance that reduces the purchase price
from the fair market value ta an affordable price but excludes development subsidy. All AHTF or HOME
funds that are a direct subsidy to the home buyer must be secured as noted in the “Collateral” section of
this document. There must be a minimum of 51,000 of AHTF or HOME funds used as direct subsidy to the
end homebuyer.

AHTF or HOME funding should be considered “gap financing”, and the actual amount of AHTF or HOME
permanent investment must be based on the household’s need, after all other available sources of financing
and subsidy have been maximized, The maximum ameunt of direct AHTF or HOME subsidy to be provided
to the household is 540,000 per unit.

NOTE: Developers are required to use the MAXIMUM amount of available direct subsidy before adding
mare lang-term debt to the homebuyer in the form of a second, non-forgivable mortgage.
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Structure and Repayment of KHC Subsidy

Although subject to change, KHC currently permits the HOME ar AHTF subsidy for non-CHDO developers
to be forgivable on a pro-rata basis per year over the term of the applicable affordability period. These
funds must still be secured by a mortgage in favor of the developer with due-on-sale and refinance clauses
to ensure repayment ta KHC in the event of a transfer of ownership or refinance any time during the
affordability pericd. The mortgage must be assigned to KHC following closing. Developers must use the
appropriate mortgage, note, and assignment of mortgage templates for the applicable funding source as
found in the Homebuyer Development section of the HCA Partner Agency Portal.

Agencies that are permitted to retain HOME CHDO proceeds or program income, and who can service
loans or contract with a servicer, may retain the proceeds or program income for use in another HOME-
eligible activity. Those agencies must establish and comply with all HOME pragram requirements as outline
in 24 CFR Part 92 and this manual.

Collateral
All KHC funds invested, regardless of amount or type of activity, must be secured by a first or second

martgage lien; excluding administrative fees, environmental fees, and development subsidy. These funds
must be provided in the form of a forgivable loan.

Irn the case of mobile homes, HOME funds must be secured by a mortgage lien on the property and a title
lien on the maobile home. The debt must be evidenced by a promissory note for the full amouwnt of KHC
funds, Lien positions other than a first or second must be approved by EHC in writing prior to closing. The
lien position of the KHC mortgage must be in direct relation to the amount of KHC funds invested, i.e., if
the KHC mortgage is providing the most funds, it should be in first-lien pesition.

KHC requires the incorporation of deed restrictions ensure the affordability period when AHTF moneys
are in a project. The deed restriction must be recorded in the office of the County Clerk of the county in
which the property is located. The deed restriction must remain in place for the entire affordability period
as outlined in the table below

All developers are required to have promissory notes and mortgages executed for the investment and the
duration of the affordability period. All property owners and spouses will be reguired to execute the
mortgage, KHC Mortgage and Mote templates must be used and are available on the HCA Partner Agency
Portal at https://kyhmis.zendesk.com under the appropriate funding source used for the homebuyer
project. Drafts of all legal documents, including terms of all private mortgage(s) and note(s), must be
submitted to KHC via the hcadevi@kyhousing org email address at least three weeks prior to closing.

If the project includes Community Development Block Grant (CDBG) funds, KHC may remave this
requirement if it is an involuntary relocation program,

Furthermore, KHC requires that all developers of HOME funds have a homebuyer written agreement with
the end beneficiary that meet the requirements of 24 CFR §92.504(c){5). This agreement must be a
standalone agreement (See Homebuyer Written Agreements section).
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Affordability Period Requirements

KHC Single-Family Homebuyer Development Program

SOURCE OF FUNDS  DIRECT SUBSIDY INVESTED AFFORDABILITY PERIOD
HOME and AHTE 51,000 - 514,599 S years
HOME and AHTF 515,000 - 540,000 10 years
HOME and AHTF 540,001 - 560,000 1% years
Insurance

Developers are responsible for ensuring that KHC-funded Homebuwyer units are properly insured during the
constructionfrehab process. The developer's mortgage document must contain provisions that reguire the
assisted property to remain insured throughout the period of affordability.

For all properties assisted with KHC funds, the homeowner must maintain all risk, fire, and extended
coverage; in form and with companies acceptable to developer, for each homebuyer activity, in an amaount
not less than the total AHTF ar HOBE investment in the property. Each policy must include appropriate lass
payable clauses in favor of KHC as beneficiary, and withouwt right of cancellation or change except upon thirty
{30) days" written notice to developer. Homeowner will deliver proaf of all insurance ta the developer at
closing and via subsequent verifications of occupancy status.

Annual Verification of Occupancy Status

Developers are required to amnually verify homeowners’ compliance with residency requirements
established by the terms of their Homebuyer Written Agreement, moertgage, note, and deed restriction [as
applicable) for the duration of the Period of Affordability (PoA) governing the assisted wnit. Methods by
which developers could docurment this include, but are not limited to:

# calling homeowner(s) and get oral verification and documenting the call with a mema to file;

« sending owner|s) a written verification form that they could sign and return via mail or email; and/or

« reviewing property tax records to verify that owner's address is same as unit address and

documenting the verification with a copy of the tax record and/or a memo to file.

For HOME specific local projects, this obligation is established by Section 3.5 Developer's Compliance
Monitering Obligations of the HOME Developer Written Agreement, which reads "Developer is responsible
for monitaring Buyer's compliance with HOME requirements, including the principal residence requirement
of 24 C.F.R. §32.254(a}(3), throughout the Affordability Period. Developer shall submit to KHC annual
documentation demonstrating Buyer's continued compliance with HOME reguirements,”

For specific local projects supported with AHTF moneys, this obligation is established by Section 3.3 of the
AHTF Grant &greement, which reads, in part, “Developer is responsible for monitering Buyer's compliance
with AHTF requirements, including the principal residence requirement, throughout the Affordability
Period, Developer shall submit to KHC annual decumentation demonstrating Buyer's continued compliance
with AHTF requirements.”
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Recapture [24 C.F.R. §92.254(a) (5]].

Far homeownership activities, KHC reguires all AHTF or HOME funds to be repaid at the time the property
is transferred to ancther cwner,

If the property is sold, leased, refinanced, or no longer used as the primary residence of the assisted
homeowner; KEHC may recapture the AHTF or HOME funds. In the event the net proceeds from a sale are
insufficient to repay KHC the HOME or AHTF investment, KHC will recapture the net proceeds. In the event
of fareclosure, if the shared net proceeds are insufficient to repay the HOME funds, the HOME affordability
may be terminated, subject to 24CFR Part 92, 254(a)(5){i)lA).

In the event an heir does not meet the 80 percent AMI limit on HOME-funded properties, the HOME
investment must be recaptured,

De Fee

For new construction (which includes demolition/rehabilitation) prejects, developer fee cannot exceed the

lesser of:

& 15 percent of the total development costs; or

= 515,000,
For acquisition/rehabilitation/resale projects, the developer fee is determined as follows cannot exceed
the lesser of:

® 205 percent of rehabilitation costs;” or

= 515,000,

The developer fee is a soft cost (24 CFR §92.206(d)(2)) and is considered part of the total development cost.
Any increase in project costs must be poid first from developer fee prior to requesting additional funds
from KHC.

Lending Fee

Lenders cannot charge fees for HOME and AHTF dollars.

Program Income

Surplus HOME financing, defined as the difference in interim construction financing and total permanent
financing remaining in the unit [combined developer gap subsidy and direct homebuyer subsidy) for developers
that are not CHDOs is classified as program income per 24 C.F.R §32.503. KHC will allow non-CHDO developers
to carry forward surplus HOME financing for use as interim construction financing oF permanent gap financing
[developer or buyer) on subsequent homes developed under this award. In other words, a non-CHDO developer
can revolve surplus HOME funds throughout the development of homes under this grant award. Once all homes

% For the purposes of determining allowable developer fee in acquisition/rehabilitation/resale projects, “rehabilitation
costs” include any necessary and customary development hard and soft costs, but exclude the developer fee,

permanent financing fees, and the cost to acquire the unit
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supported under this grant award are completed and sold, all surplus HOME financing remaining following the
sale of the final HOME-funded unit created under this award must be returned to KHC as program income and
recaorded in 1IDIS if HOME funds. Community Housing Development Organizations (CHDOs) may retain any
surplus HOME as CHDO proceeds per 24 CFR. §%92.300(a){6)1] if approved In a specific local project’s set up,

All AHTF program income must be returned to KHC, AHTF program income will most likely be generated when
AHTF moneys are used as interim construction financing in an amount greater than total permanent financing
remaining in the unit (combined developer gap subsidy and direct homebuyer subsidy). Such surplus AHTF
funds are defined as program income and must be returned to KHC following the sale of the assisted home.
Howewver, KHC will allow developers to carry forward surplus AHTF financing for use as interim construction
financing or permanent gap financing (developer or buyer) on homes developed under this award following the
closing and final draw on the first home completed using AHTF construction financing under this award. All
surplus AHTF financing remaining following the sale of the final AHTF-funded wnit created under this award
must be returned to KHMC as program income.

Fair Housing, Equal Access and Affirmative Marketing Requirements
Developers must comply with all Fair Housing requirements, including:
* Egual Access to Housing in HUD Programs Regardless of Sexual Orientation or Gender Identity

{2012 Egual Access Rule) and
A in Accordan i

-

Development Programs (2016 Equal Access Rule)

To ke eligible, agencles must be able to satlsfactorily address the impediments to fair housing. These
impediments are defined in Kentucky Housing Corporation's document entitled 2019 Analysis of
Impedi i ing Cheice, Developers shall net discriminate or deny assistance to any person
because of race, religion, age, sex, sexual orientation, gender identity, national origin, familial status, marital
status, disability, or actual or perceived sexual orientation or gender identity.

Affirmative marketing requirements and procedures also apply to all HOME-funded programs, as outlined
in 24 CFR Part 92.351 and all AHTF-funded programs must also follow these requirements.

Displacement, Relocation, and Acquisition

KHC must take all reasonable steps to minimize displacement and follow the requirements for relocation in
accordance with the requirements of 24 CFR §92.353, These standards will also be applied to AHTF-funded
activities.

Other Reguirements

Audits {34 CFR §92.506)

Audits of developers will be conducted in accordance with 2 CFR Part 200,
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Recordkeeping (24 CFR §92.508)

# Developers must maintain sufficient records to enable HUD and KHC to determine whether the
developer has met the requirements of 24 CFR §92.508 for HOME-funded projects and grant
agreement requirements for AHTF projects. At a minimum, the following records will be reguired:

o Program records;
o Project records;
CHODO records (if applicable);
Fimancial records;
Program administration records;
Records concerning other Federal requirements for HOME-funded projects including:
= egual opportunity and fair housing records;
= affirmative marketing and MBE/WBE records;
= records demonstrating compliance with environmental review requirements;
= records demanstrating compliance with the requirements of 24 CFR §92.353
regarding displacement, relecation, and real property acquisition;

= records demonstrating compliance with the labor requirements of 24 CFR §92.354,
including contract provisions and payroll records only if @ HOME-funded specific
locol praject results in the creation of 12 or maore units of housing;

= records demonstrating compliance with federal lead- based paint requirements;

®  records supporting exception to the conflict-of<interest prohibition in 24 CFR
§32.3546; and

= records demonstrating compliance with debarment and suspension reguirements.

o o oo

#+ State Recipients. KHC will require state recipients to keep the records required by 24CFR
£52.508(b).

+ Record Retention- AHTF or HOME-funded Activities. All records pertaining to each fiscal year of
AHTF and HOME funds must be retained for 5 years, with the following exceptions:

o For homeownership housing projects, records may be retained for five years after the
project completion date, except for documents imposing recapturefresale restrictions
which must be retained for five years after the affordability period terminates,

Written agreements must be retalned for five years after the agreement terminates.
Records covering displacements and acquisition must be retained for five years after the
date by which all persons displaced from the property and all persons whose property is
acquired for the project have received the final payment to which they are entitled in
accordance with 24 CFR §92.353.

o If any litigation, claim, negotiation, audit, menitering, inspection, or other action has been
started before the expiration of the required record retention period; records must be
retained until completion of the action and reselution of all issuwes which arise from it, or
until the end of the required period, whichever islater.

Conflict of Interest

All developers, regardless of funding source awarded, must establish a Conflict of Interest policy that adheres
to 24 CFR Part 92,356,

Patential conflicts of interest may arise from many situations. Some of the more common examples are:
& Reguests for program assistance from emplaoyess or families of employess

s Developers contracting with or procuring materials from employees or families of employees
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All developers are responsible for identifying situations in which a conflict of interest, whether real or
perceived, may exist, If a conflict of interest is identified, the developer must request an exemption by
emailing hcadevw@kyhousing.org.

Developers must immediately report to KHC any real, potential, or perceived conflict of interest, as outlined
in 24 CFR Part 92,356, as applicable, regarding the receipt of, assistance provided with, or expenditure of
HOMIE funds. These same standards apply to AHTF activities. For example, a potential or perceived conflict
of interest may exist when a relative (sibling, cousin, parent, etc.) of the developer's staff applies for housing
assistance through an AHTF or HOME-assisted program of in an AFHT or HOME-assisted property. For
additional information, refer to HUD's Integrity Bulletins at hittgs:fwww_hudexchange. info/resource {5065 hud-
integrity-bulletins,

Data Breach

I the event of & data breach, the developer will notify KHC in the most expedient manner possible, and
without unreasanable delay, but in ne event later than seventy-twa (¥2) hours from the determination of a
spcurity breach relating to the data in developer’s possession. Developer agrees to comply with all
provisions of KRS 61,932, including that the developer shall implement, maintain, and update security and
breach investigation procedures which are appropriate to the nature of the information disclosed, at least
as stringent as the security and breach investigations procedures and practices in KRS 61.932(1), and
reasonably designed to protect the data from wnauthorized access, use, modification, disclosure,
manipulation, or destruction. On the event of a developer committing an unauthorized disclosure of data
listed in KRS 81.932(1){a) through (), developers shall provide te KHC a copy of all reparts and investigations
relating to such investigations or notifications that are required by federal law ar regulation.

Partner Processes Overview— Single Family Homebuyer Development

Set-up Submission

1. Complete the KHC Single-Family Homebuyer Development Set-Up/PCR Packet®on HCA Partner Azen
Partal,
2. Review and complete the Set-up Checklist, making sure to attach additional required dacuments.
a. Deed - (to demonstrate site control)
b. Project Area Map
. Appraisal (or other supporting appraisal — may include an as-built appraisal or other like appraisal)
d.  Written Agreement — between developer and buyer
€. Word Version of Legal Description [double check to ensure there are no typos)
f. Evidence of Clear Title
g Executed MOU
h. URA Guide Farm Motice
i. CHDO Recertification — (ene-page document] (HOME projects only)
3. Complete ERR using HEROS (https://heros. hud.govf] (HOME projects anly)
4. Send excel set-up packet, supporting documents, and ERR to hcadew@ kyhousing,org.

t-up Approval

Set-up approvals will take 2 - 3 weeks.
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HOME Only

1. KHC will send written agreement to developer fer signature.

2. Developer signs the written agreement and emails it back to hcadev@kyhousing.org,

3. Project specialist will email developer the release of funds and attach the executed written agreement
between KHC and developer,

AHTF Only

1. Project specialist will email developer of the release of funds.

Release of Funds

1. Developer should reguest to access the project in the Project Management Draw System,
2. Onee access is granted, grant funds may be drawn.

Inspections

1. Inspections are required for every unit:

a.  Footing (after excavation of footings and before footing concrete is pourad)

b. Interim {any time between completion of wall insulation and hanging of drywall)

€. Completion (100% complete, including landscaping and site work — before move-in]
Complete KHC Inspection Request Form, located on the HCA Partner Agency Portal. Submit completed form at
least five business days before anticipated inspection date to KHCinspectionRequests@ kyhousing.org.

Draws

Follow Project Management Draw System user manuwal for guidance on draw submission. A maximum of three
draws per unit is permitted, which typically aligns with each inspection. The final draw must be submitted
within 20 days of the unit closing.

Completion of a Unit
Closing Documents

1. Find the clesing documents an the HCA Partner Agency Portal,
Mortgage
Mote
Deed Restriction |ANTF projects only)
Homebuyer Written Agreement (HOME projects only)
e.  Aszignment of Mortgage |HOME projects only)
f.  Assignment of Note ([HOME projects only)
2. Fill im all relevant infarmation including the Exhibit A legal description, check for typographical issues
3. Email all proposed closing documents and all other mortgages and notes associated with the project to
headevi@kyvhousing org at least three weeks prior to closing for review by KHC's Legal Department
4. KHC will email approval of the closing documents to developer.
5. Developer closes the loan, including execution of any applicable assignments and the Homebuyer Written
Agreement,

anow
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6. Developer or developer’s attormey records the deed, the mortgage, the deed restriction (if applicable),
and the mortgage assignment (if applicable). Mail original of both note and nete assignment to the
fellowing address:

Kentucky Housing Corparation
HCA

1231 Louisville Road
Frankfort, KY 40601

Project Close-out

1. Submit final draw in Project Management Draw System, and mark as "final draw”,
2. Attach aclear, high guality pdf of the following documents:
a,  Excel and signed PDF versions of PCR tabs from the KHC Single-Family Homebuyer Development
Set-Up/PCR Packet®.
b. Deed [with recording information from County Clerk’s office)
. Mortgage (with recording information from County Clerk's office)
d. Promissory Note
e. Deed Restriction {with recording information from County Clerk’s office) [AHTF projects only])
f.  Mortgage Assignment {with recording information from the County Clerk’s office) (HOME projects
oniy]
g, Promissory Mote Assignment |HOME prajects only)
h. Proof of homeownership counseling for homebuyer.
3. Draw and Project Close-out report will be processed once KHC receives and approves the ariginal note
and note assignment as well as all other closing documents.
4. Developer will receive natification once HCA has processed the draw and PCR.

Note: For prejects funded with AHTF [or non-CHEO set aside HOME funds), which generates Program Income and
proposed using recycle AHTF (or recyeled HOME funds), should return the Program Income to KHC, notating the
project number on the accompanying documentation. KHC will return the Program Income to the project-level,
which will be available to the subgrantee for future set-ups.
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Resources

HOME Final Rule
https:ffwwewecir.gov/cgi-binftext-ids ?c=ecfrbtpl=/ecfrbrowse/Titledd /24cfrdd main_ 02.tpl

HUD Notice CPD-18-09; Requirements for HOME Homebuyer Program Policies and Procedures,
hitps:/fwww hudexchange. infofresources/'documents/Notice-CPD-18-08-Requirements-for-HOME -Homebuyer-
Programs-Folicies-Procedures. pdf

Cost Principles, and Audit Requirerments for Federal Awards

2 CFR Part 200- Uniform Administrative Reguirements,
iy oo

KRS Chapter 1984-Low Cost Housing [AHTF Regulations)
https:/fapps. legislature. ky govlaw/statutes/chapter.aspx?id=38084

HCA Partner Agency Portal

It fkyhmiz zendesk,com

esign & Construction

KHC D
e kyhouwsing o

HOME Income Limits

HUD updates income limits annually. The most up-to-date information can be found at:
htp:f fwww. hud.gowofficesfcpdfaffordablehouwsing proge arms homelimitsfincome findes.cfm
Click en the most current year and then en “Kentucky™ to find the applicable incomae limits,

HUD CPD Income Eligibility Calculator
https S Swwhudeschange. info/incomecaleulator

HOME Homeownership Value
The homeownership value limits are subject to change annually, and can be found at:

HOME Maximum Purchase Pricefafter-Rehab Value - HUD Exchange

ENERGY STAR Residential New Construction Program Requirements
hittps/www energystar, newhomes/homes_prog_reqs/national_psge

.5, Green Bullding Council

it [
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KHC Single Family Homebuyer Development Funding Flow Chart

KHC Issues HOMESAHTF Single-Family Development MOFA.

$-

Developers submit multi-site applications, including annual CHOO certification application {if applicakle).

9

EHC scores applications received and issues grant agreement (AHTF] or Conditional Cammitment Letter (HOME] 1o
developers specitying funding amount and unit production

¥

Developer subrmits required arganizational technical docurments to KHC, including SaM.gov registration (only ance per
Sunding round unless arganizational changes require submission),

@

KHE reviews project-specific documentation and determines if additienal regulatory compliance documentation/actions are
required prior to requesting release of funds [AHTF) ar creation of site-specific development written agreemeant (HOME).

&

reveloper submits project-specific Homebuyer set up documentation for each unit, completing most recent ¥HE Single-
Formily Hemebuyer Development Set-Lip/PCR Pocker (downloaded from HCA Partner Agency Portal) and providing all required
supparting documentation specified on the Set-Up Checklist tab of the packet,

KHC issues project-specific activity number and release of funds via email to Developer with final approved KHC Single-Family
Hawmabuyer Development Set-Up/POR Pocket for the project, and the executed site-specific development grant agreerment for
HOME-funded projects.

é

Initial Draw can be requested and construction begins.

&

KHC performs inspections on all units during construction.

&

At construction completion, KHC conducts final inspection for approval and Developer prepares for closing.

«

Upon approval of legal documents, developer is clear to close using KHC-issued mortgage, note, and deed restriction

templatas.
Fraject Completion Report (PCR) and final draw due to KHC. Unit Ready for Move in.
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APPENDIX A
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KHC Quick Reference
on KY Building Code

The first statewide adoption of a residential code came in the Fifth Edition of the Kentucky Building Code (KBC)

and became mandatory January 1, 1991, The code standard is located in Appendix A, and it referenced the 1989
version of CABD.

The 1994 KBC keeps the CABD code but references the 1992 edition.
The 1987 KBC keeps the CABD code but references the 1995 edition.

= |n 2002, the Kentucky Residential Code went into effect, This code was based on a few different codes
[the history is in the Preface).

# In 2007, the Kentucky Residential Code went into effect. Based on 2006 International residential code
with EY changes.

& In 2013, the Kentucky Residential Code went inta effect, Based an 2012 International residential code
with KY changes.

+ In 2018, the Kentucky Residential Code went into effect. Based on 2015 International residential code
with KY changes.

For more detailed information and effective dates of code visit http://beaprodes.org/code-
status/statekentucky/.
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Minimum Design Standards for New Construction, Adaptive
Reuse, and Rehabilitation
Multifamily Housing Units

Kentucky Housing Corporation
2020 Revision
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KHC Minimum Design Requirements

The following minimum design items are for all newly constructed multifamily units
constructed under the Kentucky Building Code, For rehabilitation and adaptive reuse
projects, items which are added or replaced in the scope of work, must comply with this
standard. Multifamily projects consisting of townhouses, duplexes, triplexes, or single
family detached structures shall meet KHC's Minimum Design Standards for “New
Construction of Single-Family Dwelling Units" or “Rehabilitation of Single-Family

Dwelling Units™ as regulated by the Kentucky Residential Code,

KHC's Minimum Design Standards are a vehicle to promote modern construction and
design practices for builders, contractors, and design professionals who utilize funding
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from Kentucky Housing Corporation. Other methods of construction and design may be
acceptable on a case by case basis. If your design does not satisfy KHC's Minimum
Design Standards, please contact the Department of Design and Construction Review
for further assistance.

Division I: General Requirements

1) Minimum Design Standards:
a) Minimum Design Standards shall apply when KHC funding exceeds ten percent

(10%%) or more of cost per unit to all new construction and reconstruction of
multifamily dwellings, all applications involving adaptive reuse converting a
former use to residential use and limited rehabilitation projects constructed with
funds from the HOME Investment Partnerships Program (HOME), Affordable
Housing Trust Fund (AHTF), SMAL, Risk Sharing, Housing Tax Credits and Tax
Exempt Bonds.

) This standard shall apply to the proposed scope of work for all
rehabilitation of existing multifamily properties and structures.

2) Waiver Process: Understanding that no single code or standard can cover the
infinite number of possible configurations and circumstances that may arise during
rehahilitation or construction, a written request for waiver to a KHC requirement will
be earnestly considered.

a) All requesls for existing projects are to be submilted electronically using KHC s
Universal Funding Application system waiver request form located within the
UFA, under the “Other Actions" tab.

i} The request must detail the necessity of variance from this code.
Photographs are encouraged where necessary to convey understanding.

i) Applicants seeking a waiver to any KHC policy or project requirement, or a
modification to KHC funding amounts or terms, must submit this completed
modification/waiver reguest form along with any supporting documentation
necessary for KHC to make an informed decision. Each waiver or
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modification request must be submitted on a separate form; two or more
waiver requests cannot be combined on one form. All associated fees must
be paid at the time the request is submitted; no waivers or modifications
will be considered until the fee(s) have been received. Please refer to the
Multifamily Program Guidelines for more detailed information.
3) Codes: All construction shall comply with applicable code and standards listed
below:
a) Kentucky building and residential construction codes
b) Kenwcky Housing Corporation’s Minimum Design Requirements
c) Local planning and zoning requirements
d) Local authorities’ rules and regulafions
&) The Fair Housing Amendment Act of 1988 (applies to units constructed for first
occupancy on or after March 13, 1991)
f) Section 504 of the Rehabilitation Act of 1973
g) Americans with Disabilities Act of 1920
4) Soil Treatment-Termite Protection: A proper and complete termite inspection and

appropriate treatment of all property is required.
a) The inspection must be completed by a licensed exterminator who shall report
any termite activity located and treatment applied.
[ A warranty for a period of a minimum of one year on all treatments is required,
5) Radon Reduction: Passive radon venting is required in all new construction,

Rehabilitation projects and adaptive reuse projects where radon levels are known o

be at or above 4 pCill (Picocuries per liter of air) shall be retrofitted with a venting

system.

a) A design professional shall design the venting system for all existing structures.

by The radon vent pipe shall pass through a heated portion of the structure and an
accessible attic space or chase which will allow adequate waorking space to
possibly install an inline fan.

c) Electrical provisions shall be roughed in, in an accessible attic or chase, for
possible future installation of an inline fan.
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(1) If in the future it becomes necessary to supply power to the radon fan,
power shall be derived from a house metering source and may not be
supplied from an individual dwelling power source.

6) Energy Efficiency: Documentation andfor calculations that the building envelope

meets or exceeds the 2012 IECC reguirements must be provided from REScheck or
other approved software. REScheck is a US Department of Energy free download
at http:/iwww.energycodes.govirescheckl

a) New Construction: All newly constructed residential building envelope designs

shall meet or exceed minimum energy efficiency requirements of the 2012
International Energy Conservation Code (IECC).

b) Adaptive Reuse: All projects involving any combination of adaptive reuse which
reguires reclassification of building Use Groups as defined by the Kentucky
Building Code shall exceed the minimum energy efficiency requirements of the
2008 I[ECC,

(1) This section shall apply to the extent not exempted by the Historic
Preservation Office of the State of Kentucky.

c) Rehabilitation: Rehabilitation projects which do not invalve use group changes
are not subject to energy efficiency requirements except where new construction
or alterations to existing structures occur. In these instances, exposed building
cavities and alterations shall be upgraded to comply with applicable provisions of
the 2012 |[ECC,

(1) This section shall apply to the extent not exempted by the Historic
Preservation Office of the State of Kentucky.
7) Testing:

a) New construction; Building envelope and duct system tightness testing must be
completed and comply with the 2012 IECC and reported to KHC.

b) Adaptive Reuse; Building envelope and duct system tightness testing must be
completed and the results must comply with the 2009 IECC. All testing results
must be reported o KHC.
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c) Testing for new construction, adaptive reuse, and rehabilitated buildings must
verify compliance with the applicable ASHRAE Standard for ventilation and
acceptable indoor air guality, (ASHRAE 62.2 or ASHRAE 62.1).

d) All duct leakage tests must use total leakage as the method of testing when the
duct system is outside the thermal envelope. Guarded blower door or
compartmentalization blower door testing are the acceptable methods of
infiltration verification. A minimum of 10% of the units will be selected by KHC for
testing.

e) Diagnostic testing shall be reported by one of the following methods:

i) Documentation from a licensed and cerified HERS rater,

ii) Documentation from a Building Analyst, licensed and certified, by the Building
Performance Institute.

i) Documentation from a licensed and certified HVAC contractor, qualified in
pressure diagnostic testing of the duct systems and total air infiltration,

iv) Documentation from a Weatherization Assistance Program trained Dwelling
Meeds Evaluator or Energy Auditor.

v) Other methods will be considered upon written request

8) Quality Assurance: General Contractors andfor subcontractors shall furnish a

written material and labor warranty on all work.
9) Unit Size Requirements: The following minimum sguare foot measurements are

required for different types of units. For purposes of this requirement, net square

feet are the heated and cooled area of the unit.

a) SRO units: shall contain at least 150 square feet (common kitchen and bath)

b) Efficiency units: shall contain at least 400 square feet

c) One-bedroom units: shall contain at least 500 sguare feet

d) Two-bedroom units: shall contain at least 800 net square feet

&) Three-bedroom units: shall contain at least 1,000 net sguare feet

f) Four-bedroom units: shall contain at least 1,100 net square feet
10)Universal Design Requirements: Projects that receive debt or subsidy financing

from KHC equal to ten percent (10%) or more of the total project hard cost for the
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purpose of constructing single family or multi-family housing shall comply with KHC's

Universal Design Palicy.

a) Please consult KHC's web site for the most current version of the KHC Universal
Design requirements:
http:fivwww.kyhousing.org/uploadedFiles/Housing_Production/Design_and
Construction/UniversalDesignStandards.pdf?n=7407

b} Units which are covered by the Fair Housing Amendments Act of 1988 are

not required to satisty Universal Design requirements.

Division 2: Existing Conditions

1) Soil boring and Testing: All new construction which contains 12 or more units will

he required to have a soils analysis test performed by a Commaonwealth of Kentucky
approved testing laboratory. KHC reserves the right to require a soils test on any
project regardless of construction type or unit size. Results of the test shall comply
with KBC requirements.

Division 3: Concrete

1) Exterior Concrete: Shall conform to the latest revised Standard Specification for
Paortland cement, ASTM CH95.

a) All exterior concrete shall have a minimum 28-day compressive strength of

4000 psi and be entrained with 5 percent air with a minimum cement content of
520 Ib per cubic yvard (5.5 sacks).
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b) Expansion-joint material shall be 14" thick asphalt-impregnated pre-maolded
fiber, ASTM D1752. Follow American Concrete Institute (ACI) 318.
¢) Concrete driveways and parking areas shall be minimum 6" thick.
d) Exterior concrete for walks, porches, and stoops shall be minimum 47 thick.
2) Concrete Finishes:
a) Walkways: Provide a non-slip finish and provide Y inch per foot crown of cross

slope in the direction of drainage.

3) Concrete Testing: All new construction containing twelve (12) or more units will be
reguired to have concrete strength tests performed by a Commonwealth of Kentucky
approved testing laboratory. Results of the tests shall comply with the KBC, KHC
Minimum Design (this standard), and be provided to the KHC Construction Specialist
assigned to the project.

Division 4: Masonry

1) Face Brick: Shall he ASTM C 216, Type FBS, Grade SW, or equivalent,

Division 5: Metals

1) Metal Ties: For newly constructed units, metal tie-down or “hurricane” straps shall
be used at each bearing location of each roof truss, rafter and ceiling joist.
a) Correct nails and nailing pattern as required by the manufacturing company of
the strap shall be used.
2) Steel Lintels: Steel lintels, when specified for openings in masonry walls, shall be
primed and painted.
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Division 6: Woods/Plastics/IRough Carpentry/Millwork

1) Stair Riser and Tread Construction: Except stairs in individual dwellings, all newly
constructed steps shall have a riser not greater than 7 and a tread of 117,

2) Wood Exposed to Weathering Elements: All exterior wood shall have a minimum
preservative retention rate of 25 percent for above ground applications and a
minimum preservative retention rate of 40 percent for all wood in contact with the
ground.

3) Wood Decking: Exterior decking shall consist of composite or pressure reated
wiood material.

4) Exterior Wood Stairs: Exterior wood stairs shall be constructed with properly
treated dimensional lumber,

5) Exterior Handrails: Exterior handrails shall be constructed of metal or plastic and
must meet all other code requirements pertaining to handrails.

Division 7: Thermal and Moisture Protection

1) Minimum masonry siding: Siding material of all newly constructed buildings shall
consist of a minimum of fifty percent (50%) brick, stone, or other KHC approved
materals. The bricked area calculation of fifty percent shall not include window and
door areas nor brick below finished grade. Elevation plans shall include calculations
documenting the percent coverage of all siding types per buillding.

2) Weather Protection: All exposed wood shall be protected from weathenng by a
minimum of one or more of the following materials or methods.

a) Metal: 0.019" minimum thickness aluminum, factory finish {coil stock).

b) Maturally Durable Wood: Redwood, Cedar, or other naturally durable woods
may be exposed (o weathering conditions without cladding or other protective
coverings. Stain or sealing exposed wood is reguired,

¢) Composites: Cement fiber board or other durable materal may be used as
approved by KHC,

d) Pressure Treated Lumber: Wood shall have a minimum preservative retention
rate of 25 percent for above ground applications.

3) Roof Covering:

a) Shingles: Seal tab type over 15 |b. felt, with minimum 25-year product warranty
or better,

b) Metal:
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i} 2%9-gauge minimum thickness aluminum or galvanized steel with factory finish
applied over solid decking.
if) 26-gauge il applied on purlins
4) Gutters and Downspouts: All structures shall have gutters and downspouts and be
appropriately designed per code with a minimum 5” gutter and a 2"x 3" downspoul.
a) All downspouts shall empty onto concrete splash blocks or be piped to an
appropriate |ocation.
b) Downspouts shall not discharge directly onto sidewalks or other walking
surfaces.
5) Siding: Exterior siding shall consist of one or more of the following materials or
other materials approved by KHC.
a) Composite: Fiber cement siding, primed, with two-coat minimum finish or
factory finish.
b) Metal: 2G6-gauge minimum thickness aluminum or galvanized steel with factory
finish.
c) Vinyl: 0.042" minimum thickness, UV protected.
d) Wood: Cedar or redwood stained or primed once with 2-coat minimum finish.
e) Brick Veneer: Shall be ASTM C 216, Type FBS, Grade SW, or equivalent,
modular size.
f) Artificial stone or brick: installed o manufacturer’s instructions.
&) Insulation: In new construction, adaptive reuse, and rehab to the extent the
structure is exposed, the building thermal envelope shall be insulated to the
following minimum values:

a) Floors over unconditioned space: R-19

b) Exterior walls: R-20

c) Ceilings: R-49

d) Slab Foundations: R-10 continuous

e) Conditioned Crawl Walls: R-10 continuous

i) This section shall apply to the extent not exempted by the Historic
Preservation Office of the State of Kentucky and Kentucky Building
code.

7) Air Infiliration:
a) Mew construction structures shall be air sealed to prevent air exchange
between conditioned and unconditioned spaces by the following means.

i) Exposed penetrations of floor, walls, and ceilings, such that occur at access
apenings, electrical wiring and outlet boxes, plumbing piping, and ducts, shall
he sealed to prevent free passage of air between conditioned and
unconditioned spaces or the exterior.
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i} Exposed walls in attics, separating the conditioned space of the dwelling unit
from the unconditioned space in the attic, shall have an approved air barrier
installed on the attic side of the wall.

i) Access doors from conditioned spaces to unconditioned spaces, such as
attics and crawl spaces, shall be weather-stripped and insulated to a level
equivalent to the insulation on the surounding surfaces.

Iv) Recessed luminaries installed in the building thermal envelope, shall be
sealed to limit air leakage between conditioned and unconditioned spaces.

v) Al recessed luminaries shall be IC-rated and labeled as meeting ASTM E
283, when tested at 1.57 psf (75 Pa) pressure differential; with no more than
2.0 cfrm (0.944 Lis) of air movement from the conditioned space to the
unconditioned space.

b) Rehabilitated structures shall be air sealed to the extent cavities are exposed.

Division 8: Doors, Windows, and Glazing

This section shall apply to the extent not exempted by the Historic Preservation
Office of the State of Kentucky and Kentucky Building code.

1) Exterior Doors: Mew or replacement exterior doors shall be 1 32" thick, made of
steel or ather equally durable material, insulated unless of solid wood (not
particleboard) and he appropriately finished as recommended by the manufacturer.
a) Door Energy Ratings:

iy All opague exterior doors shall have a U-factor equal to or less than 0.21.
i) Doors less than fifty percent (50%) glass shall have a U-factor equal to or
less than 0.27.
il Doors greater than fifty percent (50%) glass shall posses a U-factor equal
10 or less than 0.32.
0 Unit entry door hardware: All unit entry doors shall have a lever key-lock latch,
doorknocker, security accessories (eyelet and deadbolt), and kick plate.

2) Interior Doors: Mew or replacement doors shall be solid wood, composite, or

hollow core panel doors.
a) Interior doors shall be a minimum of 1 34" thick.
b) Interior Hardware: All doors shall be equipped with lever-handle hardware.
i) All bedrooms and bathreoms shall be equipped with privacy locks.

3) Windows: All new construction and replacement windows shall meet the following
requirements:

a) All window frames must be of solid vinyl, thermally broken aluminum,
fiberglass, wood, or wood clad.
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b) The vapor seal on the glazing must have a minimum ten-year warranty.
c) The operation of all windows shall have a minimum one-year warranty.
d) All windows shall have a National Fenestration Rating meeting minimum
energy code requirements for Zone 4.
i) Al windows shall have a U-Factor equal to or less than 0.32 and an SHGC
rating equal to or less thamn 0.40.

Division 9: Finishes
This section shall apply to the extent not exempted by the Historic Preservation
Office of the State of Kentucky.

1) Exterior Ceiling: When using vinyl or aluminum material for porch ceilings, provide
a rigid, solid backing such as OSB, plywood, or furring strips per manufacturer's
instructions.

2) Exterior Finishes: Exterior building elements shall be properly finished.

a) Posts and Columns:

iy MNew construction exterior posts and columns at deck level and above shall be
vinyl ar aluminum clad, aluminum, fiberglass, metal, or composite material,

i} Rehabilitation projects may repair or replace in kind to the existing
construction methods.

) Handrails: Exterior handrails shall he smooth vinyl, metal, or composite
material, weather resistant, and painted or factory finished.
c) Guardrails:

i} MNew construction and replacement guardrails shall be vinyl, aluminum,
fiberglass, metal, or composite material and finished with a factory or field
applied coating suitable for effective weather resistance.

i) Rehabilitation projects may repair in kind to the existing construction
methods.

d) Fiber Cement Siding: Shall be factory finished or be painted with at least two
coats of exterior grade paint,

3) Entry Door Floor Finish: On the interior side of the main entry door within each
dwelling unit, there shall be an uncarpeted, finished floor area.

a) This area shall be no less than sixteen (16) sguare feet.

4} Finished Floor Treatments: Mew construction or replacement interor floor finishes

shall meet one or more of the following standards:
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a) Sheet Carpet: 25 oz. minimum, 100 percent nylon. Other options include Berber
type with blended fiber. In high traffic areas, 30 oz. Minimum is required.
iy Carpet Padding: Minimum 7/16" thick, 6-Ib. re-bond polyurethane.
b) Carpet Tiles: 20 oz. minimum
i) Provide product adhesive and underlayment as recommended by the
manufacturer,
iy All surfaces shall be clean, dry, and appropriate temperature during
installation,
c) Sheet Vinyl: Shall be Armstrong or equivalent minimum 10 mil wear layer.
iy Provide product adhesive and underlayment as recommended by the
manufacturer.
iy Al surfaces shall be clean, dry, and appropriate temperature during
installation.
i) Winyl sheet flooring shall conform to the requirements of ASTM F 1303, Type
.
d) Vinyl Tile: Shall be Armstrong or other approved equal, 1/8" x 12" x 12",
iy Provide product adhesive and underlayment as recommended by the
manufacturer.
i} All surfaces shall be clean, dry, and appropriate temperature during
installation.
i) Follow manufacture’s recommendation for pattern layout.
e) Wood Flooring: Flooring shall be tongue and groove hardwood; factory finished
or have a minimum of three coats of site-applied, UV-protective polyurethane.
f) Other Flooring Products: Ceramic tile, vinyl plank, and laminates shall he
installed in accordance with manufacturer's specifications.
5) Interior Doors: Mew construction or replacement interior doors shall be factory
fimished, painted, or stained as follows:
a) Paint: primed once, with two-coat satin, semi-gloss finish on all sides and faces
including tops and bottoms.
) Stain: stain or oil on all sides and faces including tops and bottoms, with three-
coat vamish, polyurethane finish
6) Moisture-Resistant Drywall: For new construction and areas where drywall is
replaced during rehabilitation, Moisture-resistant gypsum board (commonly called
“green board") or equivalent must be used on all walls in the bathroom and within six
feet in any direction of water sources, where the drywall can be splashed, such as
kitchen sink, next to water heater, andfor clothes washer.,
a) For new construction, Water-resistant gypsum board or equivalent shall be
provided behind any tub/shower unit located on an exterior wall.
by Water-resistant gypsum, when used on ceilings must be rated for the span,
71 Interior Wall Finishes:
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a) Dwelling units, common areas, offices, laundries, meeting rooms, and similar
spaces intended for use by the residents shall have the interior wall surfaces
properly finished with appropriate materials such as drywall or plaster.

i} Exposed framing and insulation are not considered a proper finish in these
SpACES.

b Unless factory finished all interior walls shall be covered with one prime coat and

two coats flat or satin finish Low-vOC interior latex paint.

Division 10: Specialties

1) Trash Collection: Provisions for dumpsters or trash cans are required.
a) Screening of trash cans andfor dumpsters shall be provided.

2) Common Laundry Facilities: Unless individual units are supplied with laundry
facilities, all projects including adaptive reuse and rehabilitation consisting of four (4)
or mare units shall provide common laundry facilities meeting the following washers
and dryers per unit ratios,

a) SRO and 1-bedroom units must have a minimum of 1 pair (washer/dryer) for
every 20 units.

by 2- and 3-bedroom units must have a minimum of 1 pair (washer/dryer) for every
12 units.

c) Al calculations must be rounded up to a whole number.

3) Dwelling Unit Laundry Connection Facilities: All newly constructed dwelling units
including adaptive reuse shall be equipped with washer and dryer hookups.

i) Exception: SROs and efficiencies are not required 1o provide this hook up
facility within the dwelling unit,

4) Roof Offsets: Projects of four (4) or more attached units shall incorporate varying
the roof line with offsets, gable porch roofs, etc.

5) Entries: The main common entry to each group of newly constructed dwellings or
each main exterior entry o individual dwellings shall have a concrete, treated wood,
or other hard surface exlerior stoop, porch or deck, a minimum of 5 x 5'.

a) All main entries shall have a roof or awning over the minimum 5" x & entry area.

Division 11: Equipment
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1) Refrigerator: A refrigerator shall be provided in all dwelling units.

a) All new and replacement refrigerators must be Energy Star gualified. The
Energy Star mark must be clearly marked on the product, clearly displayed in
product literature and listed on the manufacturer's Internet site.

2) Range: A range shall be provided in all dwelling units.

3) Dishwasher: A dishwasher shall be provided in all newly constructed units and
those resulting from adaptive reuse. Dishwashers shall also be provided in units
resulting from rehahilitation activities where they had either previously existed or
dwelling units were newly created due to structural change,

a) Standard dishwashers shall use less than 4.25 gallons per cycle and 295 kwh
per year.

4) Clothes Washers:

a) All clothes washers provided in individual dwelling units shall have an MEF
equal to or greater than 2.0 and a WF equal to or less than 6.0.

0y All clothes washers provided in common laundries shall have a Modified
Energy Factor (MEF) equal to or greater than 2.2 and a Water Factor (WF)
equal to or less than 4.5.

c) All laundry facilities located above any habitable space shall be equipped
with a properly installed washer overflow pan piped to carry the overflow into the
DWW, positive outside drain or an approved floor drain.

Division 12: Furnishings

1) New Construction and Replacement Cabinets and Drawers: Base and wall
cabinets shall be provided in all dwelling units.

a) Cabinet fronts shall be made of solid wood (not particleboard); doors, draws and
fronts shall be factory finished,

) Cabinet ends shall be finished with appropriate veneer.

c) Cabinet doors and drawers shall incorporate milled edges for a hand hold or
handles to aid in operating the door or drawer. Accessible pulls and handles are
reguired in all accessible units.

d) All cabinets shall be labeled or documented ANSIKCMA AL161.1 Certified
iy Exception: Cabinets made in Kentucky do not require an ANSIKCMA

Al61.1 label when pre-approved by KHC and constructed to the following
specifications.
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(1) Cabinet fronts shall be made of solid wood (no particleboard or
fiberboard); doors, draws, and fronts shall perform to ANSIKCMA A161.1-
2012 standard.
(2) Cabinet box and shelves shall be constructed of cabinet grade plywood
and braced at points where necessary 1o insure rigidity and proper joining of
VANoUSs Components.
(2} All hardware shall perform to ANSIFEHMA A156,9-2015 standard.
2) Countertops: Countertops shall be molded roll-backed, laminate plastic or
Formica with finished ends and sealed at the cut out for sink.
a) Other appropriate materials may be used such as Corian™. Consult the KHC
Department of Design and Construction Review.
3) Closet StoragelAccessories: Clothes closets shall contain a 12" deep shelf,
including a coat rod. Shelves with integrated hangar hooks may also be used.
4) Mailboxes: All units shall have a USPS approved mailbox either at each individual
unit or in & commaon area,
a) Exception: When US postal service is not available at the project.
5) Bath Accessories: Dwelling unit bathrooms shall be equipped with the following:
a) Medicine cabinet with mirror 168" wide by 20" tall (minimum})
iy Other combinations of mirror and storage may be acceplable by approval of
KHC
[ wWall hung toilet paper dispenser
c) 18" (minimum) towel bar
d) Shower rod

Division 13: Special Construction

1) Storage areas: Storage areas are required on all newly constructed units and
adaptive reuse projects, unless exempted by SHIPO and excluding SROs and

efficiency units.

&) The storage area shall be a minimum of twenty-five (25) net sguare feet.

by Structures must satisfy applicable building code reguirements.,

c) Prefabricated plastic structures are prohibited.

d) Exterior storage areas shall match exterior building veneer, trim, and possess
identical shingles.
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e) Storage area within the dwelling unit shall be a designated room or space and
cannot encroach on clear space requirements for any equipment or appliance.
2) Ramps: All newly constructed aceessible ramps shall meet the following
specifications and applicable accessibility standards:

(1) Ramps shall be constructed a minimum of 427 wide.

(2) Each landing shall have 5" turning areas at the top and bottom of each
ramp run,

(3) Ramps shall not exceed a maximum slope of 1:12 and a maximum rise of
30"

(4) Ramps and landings shall have a minimum load capacity of 300 Ibs.
concentrated load applied in a 4 square inch area and a uniform live load
of 100 pounds per sguare foot.

a) Portable or temporary ramps are prohibited and may not substitute for
locations requiring a permanent ramp.

by Ramp construction materials: Ramps may be constructed of the following
materials:
iy Composite: PVC or other with non-skid surface.
i} Concrete: with non-skid surface.
i) Metal: galvanized steel, or aluminum with non-skid surface.
iv) Wood: All exterior wood shall have a minimum presemvative retention rate of

25 percent for above ground applications and a minimum preservative

retention rate of 40 percent for all wood in contact with the ground, Use of

CCA treated lumber is prohibited.

2) Playgrounds: Playgrounds shall meet the following current standards and be

approved by KHC prior to installation.

a) ASTM F1487, Standard Consumer Safety Performance Specification for
Flayground Equipment for Public Use

[ ASTM F1292, Standard Specification for Impact Attenuation of Surfacing
Maternals Within the Use Zone of Playground Equipment

c) ASTM F1951, Standard Specification for Determination of Accessibility of
Surface Systems Under and Around Playground Equipment

d) ASTM F2223, Standard Guide for ASTM Standards on Playground Surfacing

e) ASTM F2479, Standard Guide for Specification, Purchase, Installation and
Maintenance of Poured-in-Place Playground Surfacing

f) ASTM F2049, Standard Guide for Fences/Barriers for Public, Commercial, and
Multi-Family Residential Use Outdoor Play Areas

g) ASTM F2075, Standard Specification for Engineered Wood Fiber for Use as a
Playground Safety Surface Under and Around Playground Equipment

R DO 2010 ADA Standard for Accessible Design
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Division 21: Fire Suppression

1) Reserved for future use

Division 22: Plumbing

1) Required Fixtures: Fixtures must be provided in all dwelling units.
The following specifications shall be the minimum size andfor guality for
new or replacemeant plumbing fixtures.,
a) Bath Tub and/or Shower: Tubs shall be 307 minimum width, Showers shall be

36" x 36" minimum.

b) Water Closets: Water closets shall be maximum 1.28 GPF and made of
porcelain.

c) Faucets: Folished chrome plated. Lever handle required. Faucets containing
plastic material for exterior housing are prohibited.

d) Lavatories: Sinks shall be 15" minimum diameter.

&) Kitchen Sink: Except roll under sinks required in mobility impaired dwelling
units, sinks shall be a minimum eightl inches (8") deep, stainless sleel double

ol

2) Water Supply Piping: Mew construction and replacement water supply lines shall
be of approved material.

a) Installation in exterior walls except for hose bibs is prohibited.
b) All new construction and replacement hot water lines shall be insulated equal to

or greater than R-3.

3) Owverflow Protection Accessories: New and replacement water heaters located
above amy hahitable space shall have an overflow pan properly plumbed into DWW,
positive drain outside or an approved floor drain.

4) Water Heater Efficiency:

iy Mew construction electric water heaters shall have a minimum Energy
Factor (EF) rating of .95 or Uniform Energy Factor (UEF) rating of .92.

i) Rehabilitation replacement water heaters shall be the maximum
efficiency attainable if space limitations restrict larger water heater
insulation jackets.

b Gas fired water heaters shall an EF equal to or greater than 0.67,
¢} Instantaneous gas water heaters shall have an EF equal to or greater than
0.82.
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d) Central water heating systems serving multiple dwelling units or commaon
areas must be Energy star Qualified.

Division 23: Heating Ventilating and Air Conditioning

1) Heating Ventilating and Air Conditioning Equipment: All units shall be heated
and cooled using high-efficiency equipment.

a) Heat pump systems shall have a minimum SEER (Seasocnal Energy Efficiency
Rating) rating of 15 with a minimum HSPF (Heating Seasonal Performance
Factor) rating of 9.

i) PTHP systems in individual dwellings shall have a minimum 11 EER (Energy
Efficiency Ratio) rating and a minimum 3.0 COP (Coefficient of Performance)
rating.

by Air conditioning only split systems shall have a minimum SEER of 15,

c) Fuel oil, gas fired furnaces and boilers shall have an Annual Fuel Utilization
Efficiency (AFUE) equal to or greater than ninety-two percent {92%).

d) Electric-resistance-only heat systems are prohibited.

e) Altermative HVAC systems may be approved by KHC.

2) Duct Insulation: All supply air, return air, and exhaust air ducts installed in
unconditioned spaces outside the thermal envelope shall be sealed and insulated
with a minimum R-8 insulation wrap and installed free of restrictions.

3) Programmable Thermostats: All new and replacement individual HVYAC systems
shall be controlled by a programmable thermostat.

4) Range Hoods: All dwelling units shall be equipped with a, minimum 150 CFM,
vented or non-vented range hood, or combination range hood/microwave oven.

a) Wse ducting sized and ducting material per manufacturer recommendation.

b Exposed ducting is prohibited and where installed above cabinets, ducts shall
have a finished cover.

c] Recirculation combination microwave hoods or range hoods shall be equipped
wath an activated charcoal filter,
iy Mote: Recirculating hood ventilation rates must be made up with whole unit

ventilation. See ASHRAE standards.,

5) Exhaust and Ceiling Paddle Fans: All paddle and ventilation fans (except for
range hoods) shall be Energy Star qualified.

a) The Energy Star mark must be clearly marked on the frontitop of the product,
clearly displayed in product literature and listed on the manufacturer's Internet
site.

k)
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Division 26: Electrical

1) Common Area Lighting: Luminaries shall be located at all entrances and commaon
areas.
a) The electrical supply for all common areas, stairways, and walkways shall not
originate from an individual unit,
2) Parking Lot Lighting: All onsite parking areas shall be lighted.
a) The electrical supply for all parking areas shall not originate from an individual
unit.
3) Dwelling Unit Lighting: Each room, hall, stair, and walk in closet shall have a
minimum of one switch-operated overhead light.
a) Kitchens shall include switch-operated lighting over the cooking area, sink and
the general or dining area.
b} Bathrooms shall be equipped with switch-operated lighting over the lavatory area
and the general area.
4) Energy Efficient Lighting: All interior luminaries shall be Energy Star gualified.
a) The Energy Star mark must be clearly marked on the front/top of the product,
clearly displayed in product literature and listed on the manufaclurer's Internst
site.

Division 27: Communications

1) Telephone Access: All dwelling units {including rehabilitation) shall be wired for
telephone service.

2) Cable Access: All dwelling units (including rehabilitation) shall be wired for cable
senvice or a local antennae system.

3) Internet Connectivity: All dwelling units (including rehabilitation) shall have the
ability to connect to the internet by one or more of the following means.
a) Telephone Connection: Connectivity may be accomplished by prewired

telephone jacks installed within the dwelling.
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b) Cable Modem: Connectivity may be accomplished by prewired cable jacks
installed within the dwelling.

c) Wireless Connection provided by the property: A secured wireless router
may be provided for internet connectivity by the residents of the property in lieu
of wired connections.

i) Al dwellings units shall be supplied with signal strength adequate for
connection to the intarnat,

i} Common areas accessible by the residents shall be supplied with signal
strength adequate for connection to the internet.

4) HelpiCall for Aid: Where installed, or included in the scope of work, Help/ Call for
Aid systems shall at a minimum, alert persons outside the dwelling unit by visual
and/or audible means.

a) Audible systems shall produce sound at a level of at least 15 decibels above
ambient noise levels near the dwelling unit.

i) The notification sound shall not be similar to a fire alarm notification.

b) Wisual nofification systems shall be visible to persons within 200 feet from the
dwelling and be a flashing strobe.

c) An activation device shall be installed in all bedrooms, bathrooms, and living
rooms of the dwelling unit.

5) Units designed for the hearing and visually impaired: All dwelling units
designed for the hearing and visually impaired shall be eguipped with audible and
visual notification devices for the benefit of the occupant to know when someone is
at the entry door, when the telephone rings, and when there is smoke or carbon
monoxide detected within the dwelling or building.

Division 28: Electronic Safety and Security

This section shall apply to new construction, adaptive reuse, and rehahilitation
projects.

1) Eire Detection and Alarm: [nstallation of smoke alarms is required in all new
construction, adaptive reuse, and rehabilitation projects.
a) All local ordinances shall be ohserved.
by Written manufacturer specifications for the proper installation of individual alarms
shall be observed and maintained on site throughout construction,
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iy Instructions for specific locations and other installation details shall be strictly
observed.

i} Individual smoke alanms shall be installed on all floors and in all bedrooms
and hallways no more than eight (8) feet from any bedroom door within the
dwelling unit.

2) Carbon Monoxide Alarms: UL listed carbon monoxide alarm(s) shall be installed
outside each sleeping area no more than eight (8) feet from any bedroom door
within the dwelling unit if the dwelling or building contains fuel burning appliances or
has an attached garage.

3) Audible and Visual notification alarms: Where required, dwellings shall provide
audible and visual notification of smoke and carbon monoxide detection in all rooms
within the dwelling.

a) Audible alarms shall provide minimum noise pressure 15 decibels above
ambient noise levels in all rooms of the dwelling including bathrooms and
kitchens and where a room may be isolated by closure of a door,

by Visual alarms shall be installed in locations where the alarm’s flashing strobe
may be seen from any location within the dwelling including bathrooms and
kitchens and where a room may be isolated by closure of a door.

Division 31: Earthwork

1) Swoil Testing: All new construction that contains 12 or more units andfor building
sites determined necessary by KHC s construction specialists will be required to
have a geotechnical investigation performed by a design professional registered in
the Commonwealth of Kentucky.

a) Investigation Report: Results of the test shall comply with the applicable
building code requirements and be submitted to KHC.
iy At aminimum the report submitted to KHC shall contain recommendations for
foundation type and design criteria, including but not limited to: bearing
capacity of natural or compacted soil; provisions to mitigate the effects of
expansive soils; mitigation of the effects of liquefaction, differential settlement
and varying soil strength; and the effects of adjacent loads.

2) Steep Slopes: Setbacks or clearances may occur where units are placed on sites

that have adjacent steep slopes of 33,.3% (1 foot rise; 3 feat run) or greater,
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a) Setbacks indicated in the current Kentucky Building or Residential Code, from
the top or bottom of the slope, shall be observed and included in the building's
design.
iy Building foundations located within the required setback indicated in the

building codes shall be designed by a registered design professional.

Division 32: Exterior Improvements

1) Landscaping: Adequate landscaping is required on all multifamily projects.
a) Installation: Landscaping shall be installed according to the approved
landscape plan submitted to KHC as part of final plans and specifications.
b) Turf:

iy All side and rear lawn areas shall be seeded with the seed variety, lime, and
fertilizer application rate, which is appropriate to establish a good lawn cover.

iy Sod is required in building front yards and comman areas for all projects
requiring establishment of new grass.

i) All slopes in excess of 33.3% (1:3) within 10 feet of the building, driveway
andi/or walkway shall receive sod or other approved erosion control materials
which will enhance the establishment of a permanent ground cover,

2) Parking/Driveways: All multifamily projects shall have adeguate parking as
determined by KHC.
a) All on-site parking lots and access drives are to be paved.

i) Asphalt shall consist of a hot mix asphaltic concrete pavement, manufactured
by plants and be placed a minimum of 47 thick,

iy Concrete parking lots and access drives shall be 6 inches thick.

i) Pernvious concrete parking surfaces shall be properly drained to prevent
accumulation of water,

h) Unless prohibited by local code, jurisdiction, or structural constraints, all projects
shall have a minimum of one parking space per unit.

iy Parking spaces shall have wheel stops or curbs.

(1) If walkways are used as wheel stops, the walkway shall be 6 wide.
3) Walkways: All dwelling units and common use facilities shall have a paved
walkway from the parking area to the main entrance and connecting dwelling units to
common use areas and public sidewalks,
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a) All entry walks shall be a minimum of 42 “wide.

Division 33: Utilities Services

1) Awailability: Required building wtility services shall be available before construction
hegins at the huilding site in sufficient size to adequately provide sufficient power,
flowe, wolume, pressure, and drainage to allow for safe, dependable service of

appliances and fixtures,
a) Septic or sewage treatment systems may be constructed onsite as
construction progresses and shall be capable of performing intended functions

pnor o occupancy.
2) Electric: Electrical service o newly construcled units shall be installed underground

except in cases where deemed structurally infeasible.
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Introduction and General Information

Kentucky Housing Corporation (KHC) offars a compelitive funding process to create affordable housing in
conjunction with our development partnars. Through this process, KHC administers fedaral and state
resources io enable the development and rehabilitation of safe, affordable housing for Kentucky families,
These guidelines instruct applicants how to apply for multifamily rescurces available throwgh KHC's
campelilive funding application, and explains processes and program criteria. Applicanis may amail
multifamilyiikyhousing.org for all guestions regarding the Guidslines, the QAP, application, or scoring.

Application Materials

The underwriting medel and other KHG-provided forms required 1o complete the application are located
an KHC s website, www kyvhousing.org. It is the applicant’s responsibility to identify and utilize all
KHC-provided forms necessary to submit a complete application.

Information Sharing

KHC may share all project-related information, including the application, attachments, technical
submission documents, and other pertinent materials with other parlicipating funders pariicipating
throughout the life of the project. KHC will not share personally identifiable information unless specifically
authorized by the applicant. KHG i a state agency subjpect to the Open Records Act (KRS 61,870 to KRS
§1.884). As such, records maintained by KHC are subject to the Open Records Acl and KHC must
comply with lawful requesis to inspect public records.

Program Administration

In KHC's administration of the Housing Credil program and olher state and federal funding programs,
KHC must make decisions and interpretations regarding project applications. KHC is entitled to the full
discretion allowed by law in making all such decisions and interpretations, and shall resolve any conflicts,
inconsistencies, or amblguities, if any, in the Multifamily Guidelines, Qualified Allocation Plan (QAF).
sconing workbook, or ather program documents, thal arise in adminisierng, operaling, or managing the
resarvation andfor allocation of the Housing Cradit and other KHC multifamily programs. KHC may take
all other actions and imposa all other conditions which are required by law or which in the opinion of KHC
are necessary to ensure the complete, effective, efficient, and lawful allocation and utilization of the
Housing Credit and olher KHC-administersd programs. Such conditiens may include impasing more
siringent conditions than are required by the Code or olher federal laws applicable 1o each project for
recaipt of Housing Cradits and other funding sources administered by KHC throughout the required
compliance period andfor other applicable periods.

As additional guidance, KHC may publish Multifamily Questons and Answers (Q8&A). Any such
Multifamily Q&&A (as may be amended from time to ime) are hareby incorporated by reference. Applicants
are advised that adherence to all provisions in the Guidelines and QAP, as applicable, is a requirement to
participate in KHC's multifamily programs. The Guidelines and QAP are intended to provide sufficient
infermation to prospective applicants, however, due te the complexity of the program amd the housing
development process in ganeral. not every potential circumstance can be covered. Applicants are
strongly encouraged to seek input from KHC's Multifamily Programs staff regarding any situation not
explicitly addressed in the Guidelines or QAR prior to submitting an application. Howewver, while KHC staff
may provide general guidance and feedback to applicants as a courtesy during the application process,
this guidance should never be taken as legal advice or relied upon as a dispositive decision from KHC.
Applicants remain solaly responsible for the contents of their applications, and all applications and
accompanying documents will be hald to the standards set forth in KHC s QAP and Guidelines.
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To accurately underwrite a projact, KHC must determine that proposed costs are reasonable based on an
examination of all building construction hard costs, soft costs, and land costs identified in the undersriting
model, regardless of how or by whom the costs are proposed to be paid. KHC may require additional
axplanation, documeniation or Information pertaining to any portion of the application and/or underwriting
modal even if the Guidelines and/or QAP do not specifically require such infarmation, explanation, or
documants. All information submitted pursuant to the QAP and Guidelines must be satisfactory to KHC. If
KHC requests additional imformation from an applicant, such information must be prompily submitted
within the appropriate timeline(s).

If appropriate for the project, KHC will redirect applicants away from the %% LIHTC round and into the
Tax-Exempt Bond financing + 4% Housing Credits route (TEB route) which may be accompanied with
KHC debt financing sources, If a project is redirected to the TEB route, it will not continue through the 9%
reniew and SCONNG Process.

KHC s decision to allocate Housing Credit andfor other resources to a project in no way warrants or
represents fo any sponsor, investar, lender, or other parson or entity that a project is, in fact, viable. KHC
makes no representations o the owner or anyone else regarding adherence to the Code, Treasury
Regulations, of any other laws or regulations governing the Houwsing Credil program. No membaer, officer,
agent or employea of Kentucky Housing Corporalion shall ba hald personally liable concerning any
matters arising out of, or in relation to, the allocation of Housing Credit or other KHC resources.

Amendments to the Guidelines or QAP

KHC may amend the Guidelines or QAP as needed on a case-by-casea basis for the purposa of
clarification, ensuring compliance with the Code or regulations, ar any change necessary to affect the
gpirit and intent of KHC's multifamily programs as determined by KHC, Amendmeants may reflect changes,
additions, deletions, interpretations, or other matters necessary 1o comply with the Code or other program
regulalions. Amendments are not limited o, bul may perform such acls as cune ambiguilies, supply
information on omissions, correct inconsistencies, or facilitate the allocation of Housing Credits or other
KHC resources that would not otherwise be allocated. All amendments will be effective immediately.

Environmental Review

Applicants for HOME, MHTF, and/or Risk-Sharing funds must contract with a KHC-approved person or
firm to perform the required environmental review. A list of approved environmental review preparers is on
KHC's website,

Once the funding application has been submitted to KHC, applicants cannot proceed with the
purchase of the property, start any part of the construction, or disturb the soil in any way until the
environmental review is complete and an environmental clearance letter has been issued.

Apphcanls will be required 1o provide to KHC and the selected environmental contraclor certain
documants ralated to the environmental review, which are outlined in Chapter 5: Technical Submission
Stage, The environmental contractor will use these documents to determing a project’s impact on the
emvironment. As the responsible entity, KHE s required to maintain copies of all documents relative to the
completion of the envircnmental review, therefore, when the environmental review is complete and fiull
anvironmantal clearance has baen achieved, the envirenmental contraclor who performed the raview
must forward the entire package of all documents utilized during the review to KHC.

Questions regarding envirenmental reviews for KHC progects should be sent 1o ERE@kyhousing.org.
More infarmation regarding envinenmental review reguirements can be found on HUD's website,
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Eligible Project Types

Multifamily permanant housing projects of any size are eligible to apply for ane or more sources of KHC
financing available through the funding process, The following are examples of elgible praject types:

+  Family Housing = Special Needs Housing
+  Elderly Housing = Permanent Supporiive Housing

Apphcants proposing o serve special needs populations must submil a supportive housing service plan,
along with letters of service commitment from service providers and letters of referral commitment from
agancies making referrals to the project. For all projects, if the pravision of sarvices is a component of the
program design, tenant participation in those services cannof be a condition of residency nor grownds far
denial to lease or eviction from the project, On a case-by-case basis, KHC may consider transitional (non-
permanent) housing applications ulilzing non-Heusing Credil resources,

Applicants must disclose to KHC if a proposed project is part of a planned multi-phase development. At
its discretion, KHC may choose to require the multi-phase development to apply for Tax-Exempt Bonds
and 4% Housing Credits based upon its assessment of the size and scope of the total development.

Funding Sources Available

The following funding sources are available for the 2024 funding round. Refer to the QAP far Housing
Credit pocls and set-asides,

PROJECTED FUNDING AVAILABILITY

HOME Investment Partnerships (HOME) £1,000,000 TED
Affordable Housing Trust Fund (AHTF) §1,000,000 TED
Mational Housing Trust Fund (MHTF) . 51,000,000 . P,
Risk-Sharing Amount Based on Demand i,
Small Multifamily Affordable Loan (SMAL) MiA TED

*KHC reserves the right to reallocate funds befween the Housing Credit and Non-Housing Credit sei-
asides in order to fund the maximum number of projects possible. Additional funding may be offered to
Tax-Exempt Bond projects through a Notice of Funding Availability (NOFA), if funds are available.

Funding Request Limitations

Projects requesting 9 percent Housing Credits are limited to a combined amount of HOME andfor AHTF
in an amount equal to the lesser of 550,000 per unit or $750,000 per project, of which no more than
$300,000 may be requested from AHTF. There is currently no per-project limit on NHTF funds; however,
Tunding may be limied subject to availability. For tax-exempl bond projects, KHC reserves the right to
issue bonds in any amount above the required 50 percent fest as taxable bonds.

Man-Housing Credit projecis are limited to a HOME funds request not to exceed the applicable HOME
miaximum subsidy lmit for @ one=bedroom unit multiplied by four. Projects may have more than four units;
however, the HOME request may not exceed this calculation. The maximum reguest for AHTF funds is
$300,000 par project, whether usad with other KHC resources or as the sobe source of KHC funds.
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Program

Eligible Applicants & Activities

Summary of Program Requirements

» Housing Credit is not a source of funds;
it Is an allocation of federal tax credits
the project owner sells o an investaor.

« An invastor purchases the Housing
Credits, which they claim against their

Housing federal income tax liability for ten years,
Cradit + Eligibde applicants are nonprofits, for- The resulting equity from the purchase of
(Low-Income profit entities and local govermments. credils is usad to inance the project.
Housing Tax However, for-profit involvement is « Tha properly must remain affordable for a
Credit) required 10 access credits. minimum of 33 years.

+ Eligible activities are new construction, | , Ejigible houssholds must have incomes
rehabilitation andfor preservation of low- at or below B0% of the area median,
imcome rental hausing.

* AHTF s for gap financing anly. » AHTF requesls can be in the farm of an

« Eligible applicants are nonprofit amartizing or deferrad loan.

Affordable DI‘gEan.EII.EII'IS. sy ne:unprul"lll I'I'ILiS:t be # AHTF loans ars non-recourse.

Housi the majority of the ownership entity and N N o

ousing materially participate in the project for | * The minimum affordability pariod will not

Trust Fund the term af the loan be less than 30 years; however, the term

AHTF ) of the loan shall not excesd 30 years,

( ) » Eligible activities are naw construction, o T
acquisition with rehabilitation and * Eligible households must have incomes
rehahilitation of existing rental units. at or below 60% of the area median,

« HOME is for gap financing anly. + HOME funds cannol be used for

» Eligible applicanis are nonprofit refinancing.

HOME organizations and for-profit entities, + HOME is a recourse loan.

Investment | * Eligible activities are new construction | * HOME funds may be structured as an

Partnerships acquizition with rehabilitation and amartizing loan or defarred lean.

{H‘nHE' rehabilitation of existing rental units. + The loan lerm shall be equal Lo the

Program « HOME is a federal program and all pericd of affordability period, not to
federal cross-cutling regulations apply excead 20 years.

(24 CFR, 92.350 — 8Z.358). + Eligible households must have incomas
at or below 60% of the area madian.

« NHTF is for gap financing only.

+ Eligibte applicants are nomprofit = MHTF funds can be used for construction
erganizalions and lor-profit entities. and pammanent loans. NHTF funds

s Eligitte activilies ane new canslruction, cannot be used for refinancing.
acquisition with rehabilitation and + MHTF is a recourse loan,

Mational rehabilitation of existing rental wnits. = MHTF funds must be secured with a

Housing « MHTF is a federal program and is maortgage and may be structured as an

Trust Fund subject to all the same federal cross- amaortizing loan or deferred loan.

(NHTF} cutting regulations as the HOME « The minimum affordability period will nat

program, except for Davis-Bacon wage
rates; howevear, other federal sourcas,
such as new project-based vouchears,
may trigger Davis-Bacan,

» Projects requesting NHTF must have
project-nased rental assistance.,

be less than 30 years, howaver, the term
af the loan shall not exceed 30 years.

Eligible househalds must have incomes
at ar below 0% of the area median.
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« Ellgible applicants are nonprofi * SMAL can be used for construction loans
red k & loans, SMAL
organizations, for-profit entities and ;nnﬁr::::: . E?E:Ea minns

Small units of local governmeant. i 2

Hl.ll‘lifal‘l'lily' « Eligible properties must have eleven =R iriront e u.!il nGkbe h.umr than

Affordable units or less 3.3% and the maximum LTV i 90%.

) There is a 1% origination fee.

Loan (SMAL) | , Eligible activities are new construction,

Program acquisition with new construclion = The term of the loan shall not exceed 30
acquisition with rehabilitation and years. SMAL is a recourse |oan,
rehabilitation of existing rental units. + Eligible households must have incomes

at ar belaw 120% af the area median.

' Rlak-s.hanng F’":.”“de“‘ permanent # The loan term may not excead 40 years
financing for projects of 5 ar mare units; and the masximum loan-to-value i 90%
construction leans not currently allowed, ) ) ) :

+« Eligible applicants are nomprofit " L:ﬂ;grs;;f:l;ﬁ;:dm;?H c
organizations, for-profil entities and P ) v '

Risk-Sharing units of local government. . There is 3 1/2% manthly morgage

+ Risk-Sharing is a morlgage insurance ln.surancelnremmm (MIF).
program in conjunction with HUD. &1l + Risk-Sharing lnans are nen-recourse
federal cross-cutting regulations apply. and must be utilized with Housing

= Eligible activities are new construction, Cradits.
acquisition with new construction, + Eligible househalds must have incomes
acquisition with rehabllitation and at ar belaw B0% of the area median.
rahabilitation of existing rental units.

» KHC is the designated bond issuing
autharity for all housing projects within + Because bonds are tax-exempt,
the Commonwealth of Kentucky. developars can obtain an interest rate

+ Eligible applicants are for-profit and that is typically lower than market rate.
rranprofit developers: howaver, a + Bonds can be short term (24 months) or
member of the developmant team must ko term (up to 40 vears).
have prior experience with KHC's Tax- | gand prajects utilizing at least 512 of
Exempt Bond program to apply or bond procesds 1o fund eligible praject

Tax-Exempt partner with & m_-ﬂ&\*br-"?f of costs are eligible for 4% Housing Credits

Bonds ;l;zulbant axpananced with KHC's to generate equity for the project,

Utilizing 4% .prn-gram. ) = Tax-Exempt Bond projects are subject to

Housing . KI—!C issues the bonds with proceseds payment of additional fees. Refer to

Credits going to a developer for the purpose of Chapter 1: Profect Timelines and Fees
constructing affordable hausing. far additional fee requiremeants.

* Repayment of the hond financing + Eligible households must have incomes
comes from revenue generated by the at or belaw 0% of the area median.

rogacl
proge + The Tax-Exempt Bond program ulilizes

. E||gi|:.l|'ﬂ. .Elﬁinﬂ'i.tiB‘S arg new mn:slrucljon. the IRS Section 142 rent and incoms
acquisition with new construction, limits, which can be found in the
acquisilion with rehabilitation and Movograda Rent & Income Calculator.
rehabilitation of existing rental wnits,
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Maximum Credit Cap Requirements

All users are restricted to a maximum of $1,500,000 in annual Housing Credit based on their invalvement
in projects as the applicant/developer, general partner, guarantor, o any other party receiving 25 percent
or mare of the devalopar fes as evidenced in the application, developer/consullant cerifications and final
cost certifications.

“Users,” to which the credit cap applles, are general partners, parent organizations of general partner
entibes, affiliates of the general parlner, or managing members of enliies o which Housing Credils have
besen awardad. “Affiliate” is any entity that directly or indirectly controls another entity or has a controlling
interest in the entify.

“Controlling Interest” is defined as the possession = direct or indirect = of the power to direct, or cause
1he direction of, the management and palicies of an entity, whelher thraugh the means of ewnership,
position, confract, or otherwisa. In addition, “controlling” means the possession — direct or indirect — of
the power to direct, or cause the direction of, the management and policies of an entity, whether through
the means of ownership, posiian, contract, or otherwlse, These definitions do not include the relaticnship
of gyndicalor of limiled parlnes,

* Organizations acting as users, genaral partners, or developers are limited fo 8 makimum
of §1,500.000 in annual Housing Credits based on the determination made by KHG in the
capacity of Developrnent Team review.

An “organization,” to which this cap applies, is defined as the actual enfity indicated in tha application
and any parent crganization or affilkate of such entity (see the preceding paragraph for definitions of
affiliate and ather applicable terms). This restriction includes any applications in which such organization
iz indicated as a general partnes oF developer. If a developer entess any additional projects aftes
resarvation agreemants are issued, these will count against their cap for the following year. Full
disclosure of relationships between all Development Team members must be included in the application.

Al the time of reservation and allocation, each general partnes and developer must execube a cerification
that their participation in Housing Cradit projects is limited 1o the maximum credit cap amounts. If an
entity does not fully disclose all participation, then such entity may be suspended from
participating in the Housing Credit program for one year from the date of discovery by KHC, as
noted in KHC's suspension and debarment policy.

KHC reserves the rght o determine to which entities the maximum credit cap may apply. Any such
determinations shall apply only to the applications received in the curmant funding round and shall not be
bound or limited by any determinations made by KHC for any previous year. The annual credit amount for
each project will be applied 10 each general partmer, developer, guarantor, or consultant (earming 25
percent of the developer fee or mora) regardless of ownership interest. Thus, a 51 percent genaral
partner will have the entire project credit amount applied toward its cap, rather than 51 parcent of tha
credit amaunt. However, Tax-Exempt Bond projects are not restricted to this cap.

10
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Project Funding Stages

All applications for resources administered by the KHC Multifamily Programs department will proceed in
the stages described below. These stages, along with documentation requirements, are discussed in
grealer datail throughoul this manual. It is impartant 1o nate thal each stage will nat be considersd
complete until all required documenis are uploaded into the UFA system. Incomplete stage submissions
will not be accepled and the applicant may be asked to recall any stage submissions that are determined
o be Incomplete.

1. Initial ContactTechnical Assistance
Developmeant Team Capacity Application Stage

Application Submission and Scoring Review Stage
Techni ission

Pre-Construction/Pre-Closing Stage

Closing and Consiruction Slagea
Construction Completion’Placed-In-Service Stage

Land Use Restriction Agreement and 8609 Stage

1. Initial ContactTechnical Assistance (TA)

® N e o oa oW ow

Tao submit an application, the applicant/daveloper’co-developer must have developed, complated, and
operated a multifamily project of at least four rental units (for non-credit applicants) or twelve rental
units {for Housing Credit applicants) within the last three years that is now in the affordability stage
with KHC's compliance department. However, il the applicant'developer/co-developer does nol meel
this qualification, than the applicant'developer'co-devaloper must request application technical
assistance (TA) and engage a consultant or co-developer with recent experience in KHC-assisted
multifamily projects similar to the proposed project. Applicants must have completed a technical
assistance meeting before requesting access to the Universal Funding Application (UFA)
system. If more than three years has elapsed since ils last KHC-funded multifamily project, the
applicant’developerco-developer is strongly encouraged to attend a TA meating. KHC may reguire a
TA meeting prior to application submission for any entity regardless of past experience. Developers
new to KHC who are resubmitting an wnsuccessful application from a previcus funding round must
camact KHC o determing il a TA meeting is reguired.

A representative of the development entity, as well as the person on the development team wha is
responsible for the preparation and submission of the application and consultant {if applicable) must
attend the TA meeting. Because KHC's design and constrection requirements will be discussed at the
maating. it i highly recommended thal tha archilact also attends.

To schedule a TA meeting, a completed Technical Assistance Request Form must be submitted fo

multifamily@kyhousing org. All TA meetings must occur no less than 60 days prior to the
application submission deadline. NOTE: Requesting or altending fechnical assislance fralning

does not guaranies the project will be awarded funds.

KHEC will be unable to answer application-related questions within the seven (T) day period prior to
the: application submission deadline, except for technical issues related 1o the UFA system.

11
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2. Development Team Capacity Application Stage

KHC will conduct a review of the experience and capacity of development team members prior to
making the LIFA system available, The result of the development team capacity review will determing
whether an organization may participate in the upceming program year andior if any scoring Issues
may be present. Parlies parlicipaling in the project musl resobve culstanding fees or olher payments
due to KHC prior to KHC issuing a capacity approval.

I making its determination of the capacity of the development team, KHC will consider all issues
redevant 1o the development leam member's ability 1o suceessiully develop or manage the praject or
o proparty expand KHC resources. Final capacity approval is at the sole discretion of KHC.

KHC may sclicit feedback from cther states where the applicant ar other members of the
development team developed or managed projects, as well as confirming throwgh the System for
Award Management websile al www.sam.gey thal no member of the davelopment leam has baen
debarred or suspended from doing business with the federal governmeant.

3. Application Submission and Scoring Review Stage

KHC will score competitive applications in accordance with the applicable scofng workbook based on
the infarmation contained within the apphcation and attachments, including the underwriting model.

Refer to Chapter 3: Application Process, Review, and Reguirements for more information.

4. Technical Submission Stage

Once an applicant receives a preliminary approval letter fram KHC, the project will then enter the
technical submission stage and additional evidentiary documentation must be submitted. The
required documents are grouped into categories which may be uploaded independent of each other.

5. Pre-Construction and Pre-Closing Stage

Whan tha technical submission stage s complete, all documents have bean reviawed and approved,
and final underwriting is complete, the project is ready to proceed to the pre-construction and pre-
closing stages. There are two separate checklists of items that must be received and approved prios
o the loan'equity chosing and star of consiructicn; the Hems on these two checklists may be
uploaded independent of each other. A pre-consiruction conference will be required 1o discuss the
inspection and draw reguest process. The developer should include their assigned KHC project
representative or specialist when regularly-scheduled closing conference calls begin to oocur
between the owner, equity Investor, and cther pariners In the project so that KHC can stay abreast of
the project stalus as it moves loward the closing date.

6. Closing and Construction Stage

Once the project has had its applicable loan and equity closings and all reguired pre-construction and
pre-clasing items have been submitted and approved, the project will be transferred fram the project
specialisl o KHC's posl-closing staff. During tha clasing and consbruction stage, all execulad closing
documents will be submitted to and reviewed by KHC's Legal Deparimeant for accuracy and
completaness. Post-closing staff will oversee the project throughout the conafruction phase, monitor
construction inspections, and process draw reguests for KHC funds.

7. Construction Completion/Placed-In-Service Stage
Upaon completion of the project's conastruction or refhabilitation and issuance of the cerificate(s) of

accupancy, the project will be in the consinuction completion/placed-in-service stage. At that time,
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addifional completion documents must be submitted fo KHC and a final inspaction will be conductad.
Upon KHC's approval of the documents required on the construction completion/'placed-in-service
checklist, 25 well as the final ingpection and resclution of any punch list iterms, the final 10 percent
retainage of KHC funds may be requested.

B. Land Use Restriction Agreement and B609 Stage

Once the construction of 8 Housing Credit project has been completed and all the Canstruction
Completion/Placed-In-Service documentation has been received and approved, Housing Credit
projects may request the Land Use Restriclion Agreamant (LURA) - or exlended use agresment —
and the |IRS Form{s) BE09 for the projact. The LURA and BE0% documeantation must be submitted to
KHC o later than & manths from the project's completion date, as evidenced by a cerlificate of
occupancy or an architect’s cerification of substantial completion,

Administrative Waivers

Applicants seeking a waiver to any KHC policy or requirement must submit 2 waiver request and pay a
fee. A separate waiver must be submitted for each KHC palicy or requirement for which a waiver is being
requested — two oF more waners may nol be combined into a single waivers reguest farm. The waiver fee
is due at the time the waiver is requested; no waiver will be considered until the waiver fee has
been received by KHC.

Waivers requested prior 10 application submission must utilize the Pre-Application Waiver Request Form
ard missl be submitled no less than seven (7) days pror 1o he applicalion submission deadling Lo receive
consideration. Faes for any pre-application waiver requests must be paid when the waiver is submilied.
Any pre-application waiver submitted without payment of the fee will be rejected.

Any walvers requested after application submission must be submitted via the UFA system.

Multiple waiver requests for the same project or by the same developer for multiple projects may
be considered a capacity violation and affect scoring in future funding rounds.
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CHAPTER 1: Project Timeline and Fees

All projects are held to tha timeline ouflined balow. All times noted are Eastern time zone. If the timeline
dates are not met, the applicant will incur penalties or lose the funding associated with the project

Project Timeline

Development Team Capacity Application

Each mamber of the developmant team must submit a saparate Devaelopment Team Capacity Application
in the same calendar year as the funding application but not less tham 60 days prior to the funding
application submission deadling, or 60 days prior 1o preapplication submission for Tax-Exempt Bond
prajects. Previously-approved developmeant team members are nol reguired to complete the Development
Team Capacity Applicalion during the applicable approval pericd.

Application Submission

The dales for the Universal Funding Application (UFA) for 8% Housing Credit applications are as follows:
« Opens: Monday, May 15, 2023
+ Closes: Tuesday, August 15, 2023, 12 noon, ET (submission deadline)
Technical Submission
Teachnical submission items are due 90 days from the date of the preliminary approval letter — the actual
date will be noted in the preliminary approval letter. Firm commitments as noted in Chapter 5: Technical
Submission, must be submitted by the technical submission deadline given in the preliminary approval
letter. Mo extensions will be granted for submission of firm commitments.

Carryover Submission

Carrgover docurmnentation for Housing Credit projects must be submitted no later than the Thursday
before Thanksgiving each year. Lala submissions will incur a one-time fee of $1,000.

Project Closing
Applicants have one year from the date of KHC's praliminary approval letter 1o closa with thair aguity
investor, bond purchaser, and on all KHC Ioans associated with the project. If the project does not close

by this date, KHC's award to the project shall expire and be null and void and of no further force and
effect, unless KHG approves a closing extension.

Project Fees

All fees outlined below are non-refundable, whether in whole o in part. All fee payments must be
submitted electronically via the UF A system. For fees thal represent a percentage of the Housing Credil
allocation, thae fee amount should be munded to the nearest whole dollar. When paying fees onling, be
sure to select the corect fee type (pre-application waiver fee, application fee, market siudy review fee,
initial inspection fee, reservation fee, etc.). Applicants may not pre-pay fees prior to application
submission. KHE reserves the right to alter its fee structure at any time, at KHCG's sole discretion,
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Development Team Capacity Application Fee

The development team capacily application fee must be submitted for each entity on the development
team for which approval is being requested (developer, co-devalopar, managameant company,
consultant). Each member must complets a separate development team capacity application and pay the
applicable fee as outlined below:

+ 5500 per each nonprofit entity
*  $1,250 per each for-profit entity

Application Fee

&« £2,500 per pool for nonprofit applicants {Housing Credit only)
+  £3,500 per pool for all for-profit applicants (Housing Credit cnly)

«  £3,500 per property for Tax-Exempt Bond projects. Portfolio projects must pay an application fee
far sach property. plus a $1,000 portfalio application fee for the top-tier (“parent”) project.

« 52580 for non-credit project submissions from nonprofit developers

« 5500 for non-credil project submissions from for-profit developers
The application fee is charged for each project submitted, If applying for twe different Housing Credit
poals with the same application, two fees will be required. Application fees are non-refundable arnd will

nol be returned for any reasen. Applicants also requesting consideration in the Innovaton Pool ang not
required to pay a separate application fee for the Innovation Pool.

Initial Inspection Fee

Projects proposing the rehabilitation of existing rental housing, whether in tha Mew Supply or the Exisling
Supply pools, must pay an initial inspection fee of 5400 per property for non-credit projects, and $1,250
per property for Housing Credit projects. KHC will conduct an initial inspection of the property to
detarming if e level of rehabilitation propesed is required or sulficient 1o keep e property viable,

Market Analysis Review Fee

A markel analysis review fee af $1,200 must accompany each Housing Credit application. If applying in
more than one pool with the same application, only one market analysis review fee is required. Porifolio
transactions will require a separate market study and market analysis review fee for each property.

Housing Credit Reservation Fee
A reservation fee of 10 percent of the amount of Housing Credit reserved for a project is due to KHC
within two weeks from the date of the preliminary awand letter, Failure to pay the reservation fee within

1his time frame will result in the Housing Credit award being recaptured. No extensions will be granted
for the reservation fee.

SMAL Origination Fee

All SMAL loans will be charged an origination fee of 1 percent of the morlgage amount and is due at the
loan closing
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Technical Submission Extension Fee

Projects may request a maximum of three, 20-day extensions. The first extension fee is $1,000, the
sacond axtension fea is 52,000, and the third extension fee is $4,000. There is no fee for projects only
receiving HOME funding {na other KHC resources), Extension fees must be paid prior to the expiration of
the deadline, All requested extensions may be considered in the Capacity/Performance Scorecard
for future funding applications to KHC.

Closing Extension Fee

KHC may consider a request for a 30-day extension 1o the closing deadline, and if approved, an
axtension fee shall ba payable to KHC on or before the expiration of the current conditional award. All
requested extensions may be considered in the Capacity/Performance Scorecard for future
funding applications to KHEC.

+  Housing Gredit Projects (4% and 9%) and Tax-Exempt Bond Projects: The closing extension fee
will bz 1 percent of the current cradit request. The extension fee doubles for each additional
axtension request (2 parcent for the second request, 4 percent for the third request, etc ).

+ Non-Credit Projects: The closing extension fee is $500 per axtension. Projects receiving only
HOME funds {no other KHC resources), will not be charged this fee due to HOME regulations.

Failure to Meet Deadline Fee

Any project that fails io meet a KHC deadline without requesting an available extension (a5 applicable)
jpriar i the expiration of the deadline will incur a 5,000 penalty fee, in addition to the extension fee,

Unauthorized Early Closing Fee

Any project that proceeds with the closing of any property acquisition, loan, and/or equity prior to KHC
issUing its final underwriing approval and issuance of the final credit reservation letler (if applicable) must
pay an Unauthorized Early Closing Fee of $7,500 in addition to any other fees applicable to and
associated with such closing, The ownerdeveloper will be subject to a capacity score reduction for futurs
funding rounds if the eary clasing was not authorized by KHC via a waiver request

On a case-by-case basis, KHC may, at its sole discration, considar allowing an applicant to close on
property acquisition only prior to final underariting approval with written notification to KHC and
compelling justification that it is in the best interest of the project to allow the early acquisition of the
property. If federal funds are invalved, the site must have environmental clearance prior 1o acguisition.

Early Start Fee

Ay project that requests and receives approval from KHC to begin construction activities prior o
recaiving a Molice lo Proceed frem KHC must pay an Early Starl Fee of $5,000. Refer la KHC's Early
Start of Construction policy.

Unauthorized Early Start Fee

Any project that begins construction activities of any type prior to receiving & Notice to Proceed ar a
signed Early Start autharization from KHC must pay an Unauthorzed Early Stant Fee of 310,000
Unauthorized early starts of construction will also resull in a capacity violation for future funding rounds.
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Construction Inspection Fee

KHC will charge a one-lime 1.75% construction inspection fee for all Housing Credit projects. The fee will
be basad on tha credil allocation amount awarded to a projact. This fesa is due and payable before the
start of any construction activities and must be incorporated intoe the project budgest,

Re-inspection Fee

KHC will charge a re-inspection fee of $500 under the following circumstances:

#  Units for which a KHC Construction Specialist must parform maore than one final inspection due to
the project nat being 100% complete,

s  Failure to have work ready for inspection at the scheduled site visit appaintment time.
+ Failure to have a Development Team representative on the project site during the inspection.

=  LUinsuccessful attempis due to the Development Team not coordinating the inspection with
tenamts, or ather involved parties, which renders the unit inaccessibla for inspection.

* A hazard exists at the project site which endangers the welfare of the KHC Construction
Specialist. Examples: bed bug infestation, posonous snake infestation, uncontrolled animals, ete.

FHC will not charge a re-ingpection fee il the owner provides the KHC construclion analyst a minemum
48-hour written cancellation or reschadula notice, or for follow up inspactions o verify correction of
deficiencies obsarved during any previous interim inspection. All re-inspection fees must be paid prior to
KHC approving future draw requests or issuance of the IRS Formis) 8600

Administrative Waiver Fee

KHC will charge a 5500 fee for gach walver requested to any policy or reguirement contained in the QAP
or the Multifamily Guidelines. The fee is due at the time the waiver is requested; no waiver will be
considered until the waiver fee has been received by KHC. If the applicant fails to pay the waiver fea
at the time of submission or does not follow the prescribed waiver process, the fee increases to $1,000.
Mo administrative walver fees will be reduced or forgiven in any circumstance. Please mote that all
walver requests will incur a minimum $500 administrative fee, even if the applicant is requesting
forgiveness of a specific fee (i.e., extension fees or other penalty fees).

Changes to Project Design Fee

Owners must notify KHC in writing in advance of making changes to the project design (e.g., site plan or
location, pledged amenities, revisions to scope of work or materials, number of affordable units,
substitution of one pledged amenity for another, ete,). KHC will charge $500 for each change request.
There will be no fee for non-Housing Credit projects; however, KHC still requires written notification of
such changes.

Credit Exchange (Swap) Fee

Owners exchanging an allocation of credit must pay a $8,000 fee in addition to a new reservation fee as
identified in the QAP for the year of the exchange.
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Carryover Extension Fee

Owners who do not submit the reguired carryover docurmeniation by the deadline as outlined in the
Houwsing Cradit Canryover section must pay a one-tima fes of $1,000.

Late Submission of 8609 Application Feae

Owners who do not submit the 8809 application and all required attachments within & months of project
completion must pay a one-time fee of 51,000, The completion date is evidenced by a cenificate of
accupancy or an architect's certificate of substantial completion (if rehabilitation).

Reissuance of 8609 Fee

Owners must pay 1,000 for each instance of correcting and reissuing an IRS Form 8609 (unless made
necassary due o KHC error). The 8609(s) will nol be raissusd until the fee is paid.

Compliance Annual Report/Menitoring Fee

KHC will charge an annual compliance monitoring fee, which must be submilted with the complianca
maonitoring annual report. The annual fee for projects to be examined by KHC is determined by KHC's
Compliance Department and the fee schedule is on KHC's Asset Management web page. A late filing fee
will be assessed as specified in the fee schedule, Compliance monitonng fees ane subject 1o perodic
adjustment and will apply to all projects participating in the Housing Credit program. KHC may implement
a compliance manitaring fee on other KHC-financed projacts as program regulations allow.

Tax-Exempt Bond Fees

In addition o the fees outlined above, Tax-Exempt Bond projects are also subject to the following fees:
+ Portfolio Application Fee: 1,000 per project (regardless of number of properties in the projact).

« Credit Allocation Fee: 10% of the requested 4% credit allocation. Ownears will pay additional fees
if the amount of 4% Housing Credit increases prior to issuance of Form(s) 8609, The credit
allocation fee is due at closing of the partnership.

= |ssuer Fees: Fee shall be based on the initial inducemeant amount at $3.50081,000 of bond
principal amount for all bond Issues rated “A" or betler (private placement or publicly offered) and
$6.00:31,000 aof band principal amaount for unrated private placement of bonds. Half of the initial
issuer's fee is due within teo weeks of inducement resolution, with the remaining balance dus at
the bond closing. Mo extensions will be granted for the issuer fees.

= Annual |Issuer Fees; $1.25/%1,000 face value of the orginal bond issuance amount or an eighth
point (covers annual compliznce and financial reviews), The first year's Annual Issuer Fee based
on the full bend amaount Is due and payable at the bond closing with annual paymenis thereafter
as long as bonds are oulstanding. The owner andlor bond trustes must provide to KHC annually,
an the anniversary of the placed-in-service date. an amoriization statement of the outstanding
bond amount 50 that KHC may accurately invoice the annual issuer's fiee.

+ Issuer's Counsel: 30.75 per $1.000 of principal amount of bonds, with & minimum of $15,000 and
a maximum of $25,000 (one-time fee paid at closing).

+  KHC Administrative Fee: 55,000 one-time fee. The administrative fee is due at closing; howewver,
in the event the project fails to close, this fee will remain due,
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+ Updated Resclutlon Fee: If a project must be reinduced or kave the final board resolution
extendad, a fee of $2,500 for the first updated resolulion and 35,000 for each subseguent update
will be charged.

¢ Inducement Agreemant Extension Feea: 51,000 fea per extension. If approved, the Inducement
Agreement may be exfended until the dafe specified on the fimeline submifted by the projeci
owner, ar such date a5 defermined reasonable by KHC,

+ Tax-Exempt bond projects that are not able to meet the applicable closing deadline, but wish to
reauthorize the bond cap reservation, must pay a 53,500 reauthorization fee per property.
Projects that are approved for a reauthorization of bond cap must close within 30 days of the
reauthorization. In addition, the applicable closing extension fae must ba paid.

Risk-Sharing Fees

An application fes of 53 500 for aach Risk-Sharing project is due to KHC within two weeks from tha date
of the preliminary approval of funding, along with the 10% Housing Credit reservation fee, This fes is in
addition to the standard application fees outlined abowe. Af the time of loan closing, the following fees are
dua:

«  Commitment fee of 3 peroent of the loan amaunl.

+  Upiront morigage Insurance premium (MIP) equal 1o 0.5 percent of the loan amount will be due at
the closing of the permanent morigage. There is also a monthly MIP of 0.5 percent.

+  Closing fee of $5,000. The ttle policy cost i nol included in the closing fea.

+  Custodian fee of 37,500, which includes the first year annual fee of $2,250, acceptance fee of
$3,250, and outsice counsel opinian fee of $2,000.

«  Morlgage reserve deposil egual to the irst two (2) Tull loan paymenls,

+  Interest reserve subaccount deposit equal to the first full month's Interest payment based on
KHC's current inlerest rate.

Recovery Kentucky Fees

Racovery Kentucky projects will be changed an annual project ovarsight administrative fee by KHC.

& The annual fes is $14,000 for projects with KHC-administered vouchers
¢ The annual fes is 37,500 for projects with non-KHC administened vouchers

Modifications to Legal Documents

If medifications are necessary 10 a project’s KHC |legal documents at any tme alter loan and/or egquily
closing and for any reason athear than an emar by KHC, tha following fee structura will apply:

#  First modification occurrance: 1,000 fae
«  Second modificalion ecourrence: $2,000 fee
& Al subseqguent medifications: $4,000 fee each coourrence

For projects only receiving HOME funding (no other KHC resources), no modification fees will ba charged
due to HOME regulations; howeaver, modifications to KHC legal documents may be considered in future

capacity scoring on all projects,
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CHAPTER 2: Development Team Capacity Application

KHC conducts a capacily review on all developmant l2am members (developer, co-developar, consultant,
and managameant company) prior to the submission of 2 funding application. Each development team
member must complete a separate Development Team Capacity Application. Only the entity seeking
capacily approval may submit the capacity application; it cannot be submitted by another entity on behall
of the applicant. Appreved development team members will recaive an appraval cerlification which will ba
valid far one to four years, at KHC's discretion. Any staffing changes to approved development tsam
members, including officers, management, ar key staff members with whom KHC has direct contact, must
be disclosed In writing to KHC at the time the change ocours. At KHC's discretion, the capacity approval
may be modified or rescinded based upan ils assessment of the significance of the change(s). Il al any
time a development team member changes, KHC must be nolified in advance and a copy of the naw
enfity’s capacity approval letter provided. If the entity does not have a capacity approval letter, they must
submit a capacity application and abtain appraval prier to assuming a role in the KHC-funded project

Development Team Capacity Application Timeframe

The capacity application is not tied to a specific funding application; however, the capacity application
must be completed in the same calendar year as the funding application. Development team members
with a previously-approved capacity cerlification are not required o completa the capacily application;
however, a copy of the approval certification for each member must be uploaded with the UFA. Any
development team member who has not received a capacity approval letter must complete the capacity
application and submit it 1o KHG no later than 60 days prior to the funding apphication submission due
date. KHC may require a capacity review of any development team member at any time.

Eligible Applicants

To subrnit an application, a membsar of the development team must have either:

+« Developed, completed, and eperated a mullitamily project of at least four rental units {for non-
credit applicants] or twalve rental units {for Housing Credit applicantis) within the last three years
that is now in the affordability stage with KHC's Compliance Department; ar

= Abtended a KHC technical assistance meeting and engaged a consultant or co-developer with
recent experience in KHC-assisted multifamily projects similar to the proposed project

Applicanls for tax-exempl bords must engage an atlorney or allormeys Lo serve as bond counsel who has
axparence with and a comprehensive understanding of multifamily tax-exempt bond fransactions.

KHG limits new applicant'developers or applicant'developers new to Kentucky to one funded project for
the current funding cycle. Unless otherwise approved by KHC, new applicantdevelopers will be limilted te
ana gutstanding award until the initial awarded project has achieved 100 parcent construcbon completion
and IRS Form(s) 8609 have been issued before a subsequent application may be submitted, Applicant!
developers who have previously construcied and placed in service a KHC multifamily project with
Housing Credits within the past three years are restricled cnly by the Housing Credit cap.

Suspended/Debarred Parties
Any parties suspended or debarred pursuant to KHC's suspenson and debarment policy shall be

ineligible to participate in any project that receives KHC resources. |f an entity is detarminad o be
ineligible to participate in 8 KHC-assisied project, any related-party entity will also be insligible,
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Organizational and Credit Review Documents

All developmeant leam members muost submit the l&llming dacumentalion based an ils organizational
structure. Cradit review documents ara not required for members acting salely in the role of consullant.
Far newly-formed entities, documentation for the principals of that entity must be submitted,

Corporation:
Organizational Documenis

Articles of Incorporation, and any amendmenis
Bylaws, and any amendmenis

Kentucky Secretary of State Cerlificate of Existence
Caorporation’s Tax Identification Number

Credit Review Documents

Current Financial Statements — 2 vears’ Balance Sheet, Profit & Loss and Cash Flow Statements
Businass Cradit Report Authorization

Most recent one-year business tax return

Nonprofit Corporation:
Organizational Documents

Articles of Incorporation, and any amendmenis

Bylaws, and any amendments

Kentucky Secretary of State Cartificate of Existence

IRS 501(c)}{3) status letter (must be the final status detarmination lettar, if ona has baen issuad)
A current lisling of the Board of Directors and their current cccupations.

Credit Review Documents

Current financial statements — 2 years’ Balance Sheet, Profit & Loss and Cash Flow Statements
Business Cradil Reporl Authorization
Muost recent IRS Form 290

Limited Liability Company:
Organizational Documents

Operating Agreement, and any amendments

Artiches of Organization, and any amendmants

Manager Managed or Member Managed (indicale where in Articles or allach)
Kentucky Secretary of State Certificate of Existence

LLC's Tax ldentification Number

Credit Review Documents

Current Financlal Statements — 2 years' Balance Sheet, ProfitiLoss & Cash Flow Statements
Business Credit Report Authorization

Mast recent ane-year business tax return

Note: & new LLC will require individual members' financial reports and credit reports
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Government Entity:

Organizational Documents

Rasolution fram Appointing Authority
Bylaws, and any amendments

Credit Review Documents
+« Current inancial stalements — 2 years' Balance Sheat, Profit & Loss and Gash Flow Statements

Partnership:

Organizational Documents

FPartnership Agreement (General andior Limited) and any amandments (need Certificate of
Limited Partnership for LPs)

Kentucky Secretary of State Certificate of Existence

Partnership's Tax lentification Number

Credit Review Documents

Current credit repart(s) for general partner(s) reflecting recent transactions

Current financial statements (2 years' Balance Sheet, Prafit & Loss and Cash Flow Statements)
Business Cradit Report Authorization

Personal Credil Reporl Autharization

Note: & new Partnership will require individual partners’ financials and credit reports

Foreign Entity: In addition to the above, all forelgn entities must provide coples of thelr qualification to
do business in the Commonwealth of Kentucky.

Full Disclosure

Applicants must complete and submit KHC's Full Disclosure Form for all entities and individuals in the
Development Team arganizational structure, Following are the required disclosures:

1.

A statement concerning all criminal convictions, indictments, and pending criminal investigations
af all mambers of the development taam, including dates and details of each circumstance,
unless othenwise prohibited by court order, statute or regulation. KHC may perform a full criminal,
employment, and credit investigation of all development team participants to verify credit and
criminal history

Anvy relationship between individuals or entities of the developmsent team that could constitute a
caonflict of interest or identity of interast batwean the partas.

Complete organizational charts must be submitted for the owner and developer entity that clearly
show all principals down to individuals invalved in the cwnership and developmant of the project,
Mo change to the project owner/developer structure can be made without the express consent of
KHC.

All development fee sharing arrangements. KHC considers all individuals or entities that recaive
a portion of the development fee to be part of the development structure,

All guarantor agreemeants, KHC may determine that a guarantor is actually a real party in interest
o either the General Partner andfor Developer entilies.

All consulting agreemants, whether direct or indirect, paid or unpaid. KHC will detarmina if a
consultant is a real party in interest to either the general partner and/or developer entities.
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T.  All panding ltigation that could result in suspension or debarmeant as defined in KHC's palicy.

8. Significant non-performance in a govermment housing program {including Fannie Mae, Freddie
Mac, and Federal Home Loan Bank programa),

9. Any development leam member that has an adverse credit history including but not limited o a2
defaull in the payment of any commaercial or personal loan.

Development Team Capacity Application Attachments

All required KHC-provided forms are located on KHC's website, www kyhousing.org. It is the
applicant’s responsibility to identify and utilize all KHC-provided forms, which are marked with an
asterisk®. The following tems must be uploaded with the online application for KHC to complete the
capacity and credit review. If the development team member is a newly-formed entity, documentation for
the principals of the entity must be submitted. Nate: all financial decumants should be uploaded o the
Document Repository within the UFA and marked as “private” prior io being upleaded info the application
(refer to the FALQ in the UFA for detailed instructions). Only members of KHC's leadership team have
access to any documents marked as "private” in the application = KHG staff does not have access.

1. Capacity Application Fee

Evidence of electronic payment of the capacity application fee for each entity on the development
team for which approval is being requested (developer, co-developer, managemeant company,
consultant) must be submitted. Each member must complele a separate capacity application and
pay the applicable fee as outlined in Chapter 1: Project Timaline and Fees,

2. Technical Assistance Certification Form

Required for any applicant whio has nol previoushy used KHC resources 1o construct of
rehabilitate a rental project within the last 3 years or for applicants as determined by KHC. Refer

to the: Introduction and General Informaticn section for technical assistance requiremeants.

3. Organizational Documents

All members of the development team must submit the crganizational documents cutlined above
based on their respective organizational structure. Mewly-formed general pariner entities and
quarantors are required to provide this information at the preclosing stage, Monprafit
organizations participating in the development, ownership or management of the project must
also provide a copy of their final IRS S01(c)2) determination letier.

4. Credit Review Documents

All members of the development team, except members acting solely in the role of consultant,
miust submit the credit review documents outlined above based on their respective organizational
slruciure. Mewly-farmed general partner entities and guarantors must provide this infarmation at
the preclosing stage.

KHC will order a business credit report on development team members as applicable, The cradit
documentation s reviewed to demonsirate creditworthiness. Other than for cash pledged or
guarantees provided, the review i lo find a rack record thal the proposed development leam
member has a history of managing finances in an efficient manner and is an acceptable risk to
KHC o develop and manage a project. KHC may request additional financial information as
needed. KHC may perform a subsequent credit review of the developer andior the principals of
any newly-formed general partner entities when a funding application reguesting a KHC loan is
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submitted. In that casa, the cradit review(s) must be completed prior to closing on any KHC loan.

All business financial statements must be compilation statements or audited fimancial statements
prepared in accordance with Generally Accepted Accounting Principles (GAAR). If submitting
compllation statements, there must be a certification contained with the statemenis certifying that
thiey meel the requirements for a compilation statement.

5. Spreadsheet Summary of All Projects Under Construction

Developers must submil a spreadshesal summary of all projects under construction in any slate (in
any stage of complation), including thair status and expected completion date.

6. Organizational Chart(s) and Resumés

Each member of the developmanl leam must submil a full srganizational charl, slaffl roster, and
resumes af principal officers/members within the organization, focusing on their affordable
housing development expenence.

7. Out-of-State Experience Certification (Developers and Management Companies)*

All applicants/developers and management companies who have not done business with KHC in
the last three (3) years must submit a copy of the Housing Financa Agency (HFA) review for
prajects financed with HFA rescurces in ather states, There is a separate form for developers and
management companies. KHC may contact a state HFA directly to oblain additional infarmation,
as well as request additional information from a developer or management company ragarding
thieir activifies in anather state.

8. Full Disclosure Documentation®

KHC s Full Disclosure Form, as described in this chapter, must be completad and signed by each
member of the development team, accompanied by any supporting documentation.
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CHAPTER 3: Application Process, Review, and Requirements

KHC offers a compelitive application for Housing Credif, AHTF, HOME, MHTF, Risk-Sharing. and SMAL
funds. KHC will fully review and score only those applications for which the self-scores and any
applicable tle-breaker criteria Indicate the projects are likely to be awarded. Applications will be
reviewed in accordance with required thresholds, capacity of the development team, project design, and
financial feasibility, as well as adherence 1o the Multifamily Guidelings. Any issues thal could delay the
project must be resolved before submitting an apphcation.

Far Tax-Exempi bond projecis, KHC will open the Univeral Funding Application penodically as bond cap
iz available. From time to ime, KHC may issue a Notice of Funding Availability (NOFA) when KHC gap
Tunds are available o allocale in conjunchon with lax-exempl bonds,

It is the applicant’s responsibility to submit all required documentation to adequately support its
application, Any materal deficiency in the application or omission from the mandatory submissions, not
cured pursuant herato, will result in an immediate rejection of the apphcation. In addition, the application
musi meet all ebgibility requiremants sel forth in the Code. KHC may reject or relum any application at
any fime during the allacation procass. Applicant's failure fo: 1) provide complete andior accurate
information during the application process; i) pay compliance fees, i} adhere to project atinbutes
pledged on the original application; or, iv) resalve any autstanding issues with any other KHC programs
may Impact seoring or result in the rejection of the application and belrg barred from further participation
in KHC programs. Failure to follow all reguired procedures throughout tha allocation process could
jeopardize the final allocation or result in Housing Credit or other KHC resources being recaptured.

Throughout the period beginning with the date of application submission and the date upon which
KHGC publicly announces the awarded projects, applicants must immediately notify KHC of any
material change to a project andior any issue(s) that may affect the applicant’s willingness to
proceed with such project. Failure to notify KHC in a timely manner of any such changes and/or
issues, may result in the denial of the application, a three-year reduction in capacity scoring of all
parties involved, andler any other penalties KHC deems appropriate.

Guarantors

KHC may requira a guaranior for projects allocated KHC resources (axcluding Housing Cradil only
projects). The guarantor may be any entity or individual, other than the borrower (if the borrower is a
single asset entity} and general partner(s)/managing member of the ownership entity, which has
adequate financial resources and capacity to accept liability for completion of the project or repayment of
all KHC resources in the event of defaull of termination of the project. Guarantees to KHC must be
affactive for the life of the loan. Guarantors must submit the documeantation identified in the capacity and
credit review attachment checklist in Chapter 2 at full application submission.

If the applicant is applying for funds that require & guarantee, the approprate financial documents will be
reviawed o confirm the ability to guarantea the level of funding requeastad. If funds are being pledge o
the project, bank statements must be provided o verify adequate funds are currently available.

Application Preparation

The application is created and submitted through KHC s online Universal Funding Application (UFA)
systam. Step-by-step instructions for completing the application can be found in the Frequantly Asked
Cuestions (FAQ) tab in the UFA. A complete application must be fransmitted to KHC, KHC will send an
emall notification to the applcant once the application has been transmitted successfully
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Applicants must adhare to the following:

+ Al quastions within the UFA that are applicable o the project type and resources requested must
be fully answered. It is not accaptable to simply reference another document or another section of
the application to obtain the answer,

= Applicants must list within their application the project amenities that will be included in the
project. All amenities provided must be appropriate for the tenant population served.

+  Applications must be submitted in the current version far the type of KHC resources requested,
= Each application must be for an eligible project type and propose an eligible activity.

«  Current wversions of all application attachments must be uploaded to KHC's online system as part
of the application submittal. To ensure that the mast current versions of KHC-provided forms are
used, applicants should always download them from KHC s website, The image guality of the
uploaded documents must be clearly legible.

+ Al application atlachmenls may not be dated more than six (5) manths prior 1o the application
submission deadline, unless otherwisa specified in these Guidelinas.

«  Any documents provided by third pariies should be submitted in their original state; handwritten
notes or other alterations by the applicant are not acceptable. Applicants may include a
supplemental memo if additional explanation is required.

=  All applicants must request all KHC funds required for the project in ane application. Previously-
funded projects cannot access additional funds, including Housing Credits, through the
competitive application process,

+  Only one application and one underariting model will be accepted per project. Applicants cannot
present different scenarios of a project's development budget in the same application submission.
Howeaver, Housing Cradil applicants may apply in up to two (2) pools wilhin the same application.
An application fee is required for each pool if applying in more than one pool.

«  Apphcants requeasting HOME, NHTF, andfor Risk-Sharing funds must also submit to the Kenfucky
State Clearinghouse through the Department for Local Government's anline system at
httpskydlgweb ky. govieClearinghouse/16_echHome ofm. Successiul submission 1o the
Clearinghouse systam will generate a confirmation that includes the State Applcation
Identification (SAl) number. A copy of this confirmation is a required UFA checklist atlachmant.

+ Mew construction and rehabilitation projects must meet the requirements of the latest edition of
the Kentucky Building and/or Residential Code. The developer andfor builder must comply with
local zoning, rules, regulations, ordinances, Universal Design and Minimum Design Standards as
adopted by KHC, Housing Quality Standards (HQS5) and all applicable federal rules and
ragulalions, including the Fair Housing Act,

Uploading Documents:

Applicants must upload all required application documeantation through the UFA system by 12 noon ET
on Tuesday, August 15, 2023, Any flash drive containing documents that cannot be uploaded due fo the
file: size being greater than 150 megabytes must be identified with the project name and developer name,
The flash drive must be received by 5 p.m. ET on Wednesday, August 16, 2023 al:

Kentucky Housing Corporation
Multifamily Programs Department
1231 Loulsville Road
Frankfort, KY 40601
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Documents that will ba shared among multiple funding applications (e.q., financial statements,
organizational documeants, etc.) can be stored in the Document Repaository, where they can be attached
to any application by & team member, Refer to the FAC in the UFA for further guidance.

+«  Naming the document files:

#  Mama the file exaclly a= il appears on the attachment list in the UFA; a.g., “Application
Fae.pdf. If you wish fo add the project name, you may add it at the and of the file nama.

+« Uploading docurment files:

¥ Each required checklist item must have a document uploaded, excapt for thosa
documents that are not apphcable to the project, which you may mark as "N/AS

F Al documents must be clearly and easily legible,

F I you upload muliple versions of the game checklist item, be sure 1o delete all af them
axcept for tha most current version. Ctherwise, multiple copies will upload and KHC wall
be unable to determine the maost current version.

= Developers submitting multiple applications are only required to submit one copy of their
financial infarmation; haweves, the developer must clearly identify within each application
that the financials have besn submitted.

¥ The maximum file size for attachments i 150 megabytes. If an attachment excesds 150
megabytes, it may be provided solely on the flash drive; however, a statement must be
uploaded to the LIFA system indicating the attachment is located on the flash drive.

= Examples of allachments thal may exceed the file size limit are building plans,
specifications, PCNA, appraisals, market studies, and environmantal raviews.

* [Each document, including building plans, must have all pages contained in
a single flle per document type and should not be broken Into smaller files
for the purpose of upleading to the UFA, For example, all pages of the plans
must be in one document, all pages of the PCNA must be in one document, ele.

s Cover sheels are nol necessary; do nol upload cover sheels with your documents.

+«  Underwriting Model (UM} = be sure that you complete and upload the most curment UM
warsion frorm KHC's website and submit in Excel format. Do not add any formulas to tha UK!

¢ After all checklist fems have been uploaded and the application has been submilled, the user
will receive an email that tha items have been succassiully transmitied.

= To mitigate any potantial problems with uploading documents dus to system overload ar
ather technical issues, it is recommended that you do not wait until the last day to wpload the
application attachments,

= For additional assistance with the online application, contact KHC's Terry Helton at

thelton@kyhousing.org or Diane Beidleman at dbeidleman@kyhousing org.

The online application will close at 12 noon, ET, on Tuesday, August 15, 2023. Tima is of the
essence for application submission, and applicants are encouraged o not wait until the last few minutes
to upload documents or to submit their application. KHC's systems experience a high volume of activity
as the application due date and time nears, which may cause for slower submission times,

For the application to be complete, all required documentation must be provided; otherwise, the
application will fail thresheld requirements.
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Application Thresholds

KHC has established the following project requirements that must be met a2 & threshold to submit an
application for funding. If any of the threshold requirements are mol met, the application will not be
reviawed or scored and will nat be aligible for furding. KHC will natify (e applicant if one or more of the
thresholds are not met and the applicant will have three (3] days o appeal; however, no changes or
additiona o the original submission can be made to cure threshaold deficiencies.

THRESHOLDS FOR ALL PROJECTS (Including Tax-Exempt Bonds)

Capacity/Performance Scorecard and Capacity & Credit Review

Apphcant and development team must pass KHC's Capacity/Performance Scorecard Review and
Capacily & Credil Review processes. Development leam members wilh capacily deductions will be
ineligible to participate in any non-scored application until the expiration of the deduction(s).

Complete Application

The project must meet all application and checklist attachment requirements in accordance with the QAP
and Multifamily Guidelines. The application must be fully completed with thorough responses to all
quastions that are applicable o the project type and KHC resources requested. Current versions of all
required attachments must be uploaded to KHC's Universal Funding Application and all attachments must
be clearly legible. All application attachments may not be dated mare than six () months prior to the
application submission deadling, unless otherwise specified in these Guidelines.

Me Single-Family Homes

Single-family detachead homes are not eligible. This doas not include altached townhomes, duplexeas,
triplexes, or other attached dwellings.

Compliance with IRS Code, QAP and Multifamily Guidelines

All applications must be congistent with IRS Code Section 42, and KHC's QAP and Multifamily
Guidalines, whedher or nol the specific provision is idenlified elsewhere as a threshold. IT a waiver 1o any
QAP or Guidelines provision has been secured in advance, the approved waiver must also be uploaded
with the application,

MNotification of Public Officials

Al applicants must serd, by certified mail or aguivalent, with signed returm receipt requested, the
MNaolification of Application for Funding form to the bocal mayar {if project is located within city lmits) or
county judge executive (if project is located in an unincorporated area of the county), Kentucky state
representative, and Kentucky state senator of the community where the project will be located, A
searchable dalabase of Kentucky state legislalors is available on the Kentueky Legislative Research
Commission’s wabsite. The signed proof of receipt must be dated no later than one month prior to
the application submission date, irrespective of the number of days in the month. For example, if
the application due date is Awgust 18, the signed proof of receipt must be dated no later than July 15,

Required Documents:

A copy of the completad Notification of Application for Funding farm sent via an acceplable dalivery
method, as described above, to the mayoricounty judge executive/othar applicabla chief executive
officer, state representative, and state senator (or their designees) must be uploaded with the
application documents. In addition, signed proof of recelpt dated ne later than one month prior to
application submission must be uploaded with the application documents. Methods of delivery other
than those requiring a signed receipt will not be accepted.
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Fair Housing

Applicants must identify within the UFA how the project will address at least one impediment to fair
housing as identified in KHC's Analysis of Impedimants to Fair Housing (A1),

Sufficient Market and Minimal Impact on KHC Portfolic

‘When mulliple projects are awarded in one jurisdiction, KHC may require an update of any of ihe projects’
market studies to recognize and consider the other project(s) funded in that jurisdiction and any impact on
the market’s need for the units proposed. Applications for new supply tax-exempt bond projecis located
within (.5 mile of an urban-designated KHC tax credit project and 3 miles of a rural-designated KHC tax
credit praject thal 1) has been previously approved and is nol yel placed in service (BE09 has nol been
issued) and 2) targeis the sama tanant populations as the applicant’s project will not be parmitted.

Applicants must provide a copy of a Google Maps printout documeanting the proposed project’s distance
fram the projectis) not yet placed in service, Distance | measured In radius and must be recognized in
the market study. Subsequent phases of a phased-in development will be parmitted provided the market
study recognizes the earier phases and the impact of the proposed project.

Qualified Contract

By submitiing an application for & percent andfer 4 percent Low-Income Housing Tax Credits, applicants
agrea o waive the option of requesting to utilize the qualified contract process in perpetuity.

Compliant Underwriting Model {UM)

The UM, as submitied with the application, must comply with the QAP provisions (if requesting Housing
Credits) and Multifamily Guidelines, The UM must meet KHC's cash flow and debt service ratio
requirements, the Sources and Uses must balance with no funding gaps, and all applicable hard and soft
costs must be itemized regardless of how the cost is paid. The amounts budgeted for developer lee,
general requirements, profit, and owverhead must not exceed KHC's maximum limits. After its analysis,
KHC must approve the UM and all associated attachments far the project to be scored,

Firm Mon-KHC Funding Commitments

Apphcants must submil a firm commilment letler from all nen-KHG funding sources identified in the
KHC application and underwriting model, with the exceplion of deferrad developer fea. All lattars must:

= Be specific as to the project seeking KHC funding and identify the project name,

& ldentilfy the amount and terms af funding, including rate (actual and effective rate, if applicable).
« [Beon the funding source’s letterhead and signed by an authorized representative, and

« [Be daled within the 3 months preceding the KHE application submission date.

Othear non-KHC funds may include, bul are not limited 1o, private bank loans, developer or GP
contributions, reserve transfers, assumed debt (such as HUD or RD), Federal Home Loan Bank {FHLBE),
HUD Choice Neighborhoods, HOME or CDBG funds from a local government, donations of land, cash,
malerials, goods or services, waived feesilaxes, elc,

KHC may make exceptions to the firm commitmeant reguirement for funds proposed from FHLE, Rural
Development (RD), COBG, HOME, and other HUD loans provided a letter of conditional commitment or
intent to fund is submitted on the funding agency's letterhead, KHC may also make exceptions to the firm
commitment requirernent for ather funds provided by local, state or federal junsdictions, if the applicant
submits evidence of an application for these funds and a written guaranies from the applicant that if the
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funds ara not awarded, the applicant will contribute the amount of funds for which it applied and evidence
its fimancial ability to do so0.

For secured debl that ks 1o be assumed by the applicant, a firm commitiment letler from the lender,
indicating that the lender consents to the assumplion of the secured debl, shall be reguired. If the secured
debt to ba assumed is governmentally-insured, a.g. HUD, RD, etc. and will be assumead pursuant to a
refinancing program offered by the insuring agency, documentation from the applicable agency that the
applicant has begun the assumplion approval process may be substituted for & firm commitment letter,

Firm Equity Commitment
Equity commitments must be specific to the project seeking Housing Credits from KHC and must:
= Contain the specific terms, including:
o Credit pricing;
o Amount of annual credit anticlpated;
o Total equity imsestment;
o Pay-in schedule;
o Equity inwestor's required amounts for replacement reserve, operating deficit reserve,
and any other reserve accounts required by the investor; and,
5 Amounts of required fees and whether they are guaranteed or subject o cash flow, eic.
+  Be anihe equity provider's letterhead;
s |dentify the project name; and,
+ Besigned and dated within 3 months of the KHC application submission due date,

Projects ulilizing Federal andiar State Histonc Tax Credils must provide a letter of imlent from an investor
to purchase the credits. If the letter is for both Federal and State Historic Credits andior Housing Credits,
the letter must identify each credit separately, along with the applicable pricing and equity
Investment for each. For State Historic Tax Credits, if the owner plans 1o retain the State Historic Credit
themselves, a statement must be provided to this effect.

Flood Issues

For new construction, all portions of the project site(s) essential to the use of tenants (i.e. buildings,
parking lots, entrance to the development, recreational areas, efc.) must not be in a fleodplain, IF any
portion of the project site is located in a floodplain, flood insurance (as describad below) will be reguired
of the property. To avaid the Nood insurance reguirement, he project site may be divided and a new plal
ar deed recorded to remave the portion of the property in the fleodplain from the project site.

Far rehabllitation of currently occupied rental housing where any porion of the property is located in a
Tocdplain, the property must have federal flood insurance. If a portion of the project that is not essential to
the tenants is lecated in the fleodplain, then in order 1o aveid the flood insurance requirement, the project
site may be divided and a new plat or dead recorded to remove the portion of the property in the
fioedplain from the project site, Rehabilitation of vacant structures in a floodplain is not eligible.

Flood insurance means insurance through the Mational Flood Insurance Pragram (MFIP). Projects nal
locatad in an NFIP area are ineligible. KHC requires an amount of at least the total KHC funds invested in
the project, if KHC is in first lien position. i KHC is not in first lien position, then KHC requires an amount
equal to the full replacement value of the property. KHC must be named as an insured on the policy

30

Annual Action Plan 229
2023

OMB Control No: 2506-0117 (exp. 09/30/2021)



Capital Needs

All applicants for projects involving the rehabilitation or adaptive reuse of an existing structure(s) must
submit a completed copy of KHC's Capital Reserve Replacement Schedule (CRRS) from a qualified
preparer, and must also submit a physical capital needs assessment (PCHA), which must Incorporate or
be consistent with the CRRES. Qualiied CRRS preparers include:

« The projecls archileel
« Any firm/person that would meet KHG's qualification reguirements for a PCNA

Building Plans

Applications must include preliminary building plans which conform to KHC requirements. Submitting a
copy of KHC s Minimum Design and Universal Design requirements will nat satisfy this threshold.

Scattered Site Projects

Scallered site projects must be of similar building design and unit type and be within a defined foolprint ar
neighbarhood. Urban and rural {as defined by RD) scattered sites may not be intermingled in one project.
Due to Rural Developmant (RO} requirements to maintain separate property identities, multiple RD
properiies may not be combined into one 9 parcent tax credit transaction. Sites located in multiple
counties are not permitted except for Tax-Exempl Bond projects.

Tenant Ownership ! Lease-Purchase

Projects proposing leasa-purchase must be 100 percent lease-purchase wnits and all units must ba
single-family dwellings on individual lots, The applicant must have ownership of all project sites; long-term
leases are not allowed,

Thresholds for Projects Serving Special Needs Populations
(Far all projects serving special needs populations, including projects in the Nanprafit PSH Pacl)

Service Plan for Target Resldents

Apphcanls propasing permanent supporlive housing 1o serve special needs populalions musl provide a
supportive sarvice plan. The plan must thoroughly address all of the following:

1. The supportive service needs of the targeted population and the experience of the service
pravider with providing these senices to this special needs population. A description of the:
agency's ability to provide case management services.,

2. An explanation of how the services provided meel the largel population's service neads.
An explanation and demonstration of how the services will ba funded on an ongoing basis.

Thresheolds for Preservation/Existing Supply Pool
(9% LIHTC Projects Only)

Existing Supply

The project must propose to preserve existing income-restricted affordable multifamily projectis). The
rehabilitation of non-income restricted units is not eligible,

Documented Meed for Rehabilitation

The scopa of nacessary rehabilitation must be evidenced in the physical capital neads assessment.

Age

The proparty shall not have placed in service or undergong substantial rehabilitation in the last 20 years,
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Threshelds for New Construction/New Supply Pool (Including Historic Adaptive Reuse)
(9% LIHTC Projects Only)

Mew Supply

Projects in this pool must creata new income-resiricted multifamily units, eithar through new construction,
the acquisifionrehab of existing unassisted/unrestricted (market) units, and'or the adaptive reussa of non-
residential struciures,

Serving Families

Applicants that choosa "family” as the population to be served in the application must designate a
minimum of 25% of the units with two or more bedrooms.

Serving The Elderly

Applicants that choosa "elderly” as the population to be served in the application must designate a
percentage of units, consistent with the eldedy selection (i.e., 80% 55 and older, 100% &2 and older ar as
defined by anather federal or state housing program wsed in this project), that are garden style
apariments, are localed on the first loar, of higher Nleor unils accessible by an elevator. The largeted
population(s) must mesat the applicable eldarly definition.

Serving Persons With Disabilities

All applicants in the New Supply Pool must provide the lesser of 4 units or 10 percent of the project's total
units targated to persons with disabilifies and the units must be fully accessible in accordance with the
building plans. This does not include any required visual/hearing impaired units.

Application Review Components

Furding is based on a three-step process, Applications must pass all three steps before funding can be
determined. Failure 1o meet the reguirements of any step will result in the rejection of the application.

Scoring Criteria — Applications will be scored as submitted, based on the criteria noted in the current
scoring warkbook. KHC will review and score each application based on the informabion prasented and
may contact applicants only to clarfy information submitted with the application, Except as provided in the
Cure of Application Errors provision of this section, KHC will not accept additional documentation or
revisions 1o the application or underariting model after application submission. Applications will be ranked
according to their assigned score and those with the greater number of points receive priority in the award
process. Although funds will be awarded to the highest scoring projects, KHC will make every effort fo
ensure funds are distributed geographically across the state. KHC may award funding to a lower-scaring
project located in a congressional district where no other funds have been allocated,

Financial Feasibility — A project is inancially feasible il viable under all {including federal, state, local,
andlor KHC) program guidelines, The application, underwriting model (UM), and supporting
decumentation must all agree. |1 a conlradiclion exisls between the UM and the applicatan, the
information in the UM will ba used to determine the financial feasibility. However, any discrapancies
between the application, UM, and supporting documentation may consiifute an error in scoring.

Market Need — A market study must be submitled with the application and will be raviewed in
accordance with KHC's market study requirements. If the market study demonstrates an acceptable
markel, then the project will continue to move forward. However, i the study is not acceplable, funds will
not be allocated and the application will be denied. Market studies will only be accepted by firms that are
an KHC s approved list and are only valid six months from the date of the study.
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Application Scoring and Review Process

Incomplate applications will not be reviewed or scored, unless cured, following KHC policies. In addition,
applcations wheren the apphcant’s sell-score and/or tlebreakers woulkd not qualify the application for
funding will not be reviewed or scored. KHC must comply with federal and state regulations and program
requirements of all resources administered; thersfore, as new or updated guidance becomes available,
KHC may alter the review process to comply. Applicants seeking to obtain their KHG asset management
score should do so no sconer than 60 days prior to application submission 1o ensure the score is current.

Cure of Application Errors and Omissions

Applicants will be allowed to remedy no moe than twao (2) errors contained in any application attachment
{excluding the KHC underwriting model) including up to one (1) omission of any document {excluding the
KHC wunderwriting model). If more than teo ermors — including up 1o one omission — must be addressed,
the application will be rejected for not meeting threshold. Any error contained in the application as input
by the applicant will be considered an incurable error, because the application cannot be amended after
submission. An incurable eror does nol disgualify the application from further consideration; however,
incurable errors are included in the maximum of two allowable emors.

The correction of any omission must be made within 24 howrs of the time that KHG transmits the
noliication of such omission. The cormection of any error, nel an emission, must be made wilthin 48 hours
af the tima that KHC transmits the notification of such omission. For eaxample, if KHC sends an email at
10 a.m. an Tuesday notifying the applicant of an omitted document and the documeant is not uploaded into
the UFA or received by KHE by 10 a.m. on Wednesday, the application will b2 rejected for not meeting
threshold, This cure period is not intended 1o be an extension of time far the applicant to procure a
required docwment. If the decument submilted o cure the omission is dated alter the date of the
application or KHC detarminas that the document was not in the applicant's possassion at the time the
application was submitted, the cure will be deemed ineffective and the application rejecied for not
meeting thrashald,

Any commaents or revisions resulting from the review of the underwriting model will nol be considered
arrors; however, applications with undarariting models complated incorrectly andior with discrepancies
that result in KHC's inability to complete the underwriting, or which make the project financially infeasible,
will be considered to be an incomplete application and will not meet thresheld.

Nofe: in determining whether fo award resources and how fo score applicalions, KHC will consider ail
izsues refevant to the applicant's abilify to successfully complate the project or fo properly expend funds.
These issues may of may not be addressed in the application.

Tax-Exempt Bond Portfolio Application

Portfolio projects requesting Tax-Exempt Bonds will have a preliminary portfolio application to submit
basic decuments reqguired Lo establish the top-tier “parent” level project in KHC's database. The sub-ter
proparty-level projects in a portfolio transaction, as well as any single-proparty projects, will proceed
directly to the full application. For portfolio transactions, all properties must be submitted individually and
may not be combined within one or more full applications. KHE will net consider a deal with unrated
bends in a public offering.
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Capacity/Performance Scorecard

All applicants must complete the Capacity/Performance Scorecard contained within the Universal
Funding Application (UFA), even if a capacity approval carlification has been praviously issuad by KHC.
The scorecard will assess menitering history, financial management, and past performance, KHC will
review the applicant's responsas and will complete its own capacity assessment, taking into consideration
any capacity deductions assessed by KHC against any member of the development team,

I. Overview of Capacity/Performance Scorecard

The scorecard is used o determine the overall capacity of the Entity or Development Team member(s).
The scorecard 15 divided in o thiee (3) sections:

1. Capacity/Performance Scorecard Threshold Requirements
2. Capacily/Performance Scorecard Self-Cerifications
3. Capacity/Performance Scorecard Overall Performance

The firsl section of the scorecard consists of Capacity/Performance Scorecard thresholds that must be
achiaved. All “yes™ answers réquire an axplanation regarding the circumstancas of the infraction.

Capacity/Performance Scorecard Threshald Requirements will be verified at both the submission of the
application and reviewed again prior 1o announcement af any funding award. If the status of a
Capacity/Perfarmance Scorecard Threshold Requirement changes prior Lo anneuncement of funding, an
Entity may ba asked io cormact the outstanding isswe prior to a funding award.

Il. Capaclty/Performance Scorecard Self-Certification

The Capacily/Perfarmance Scorecard Sell-Certification seclion is a seres of slalements 1o which the
applicant preparer must certify. There is a response saclion in the self-certification section that can be
used to provide additional information o any of the self-certification questions.

The: Entity will need to complete the certification acknowledgement that states the responses o the self-
carlification statements are true and accurate, to the best of their knowledge. Falsification of these
statemeants could result in a recapture of funds or suspension/debarment from KHC.

i, Capacity/Performance Scorecard Overall Performance

The Capacity/Performance Scorecard Overall Perlormance section ks where KHC stafl will indicate if a
capacity daduction will be applied. Guidance on the type of infractions that KHC will consider for possible
capacity deductions is listed on KHC's website at www. kyvhousing.org, under Assst Mgmt, Capacity/
Performance Scorecard Overall Performance Questions., A capacity deduction can be determined at any
tinmer throughout the administraton of a project, including the affordabllity’compliance period. The capacity
deduction can apply to the Entity or any member of the Development Team.

‘When a capacity deduction is issued, the agency or organization will receive a written notice from KHC
explaining the reason for the capacity deduction and the amount of time the deducticn will be: applicatsle.
Capacily deductions will be applied 1o the overall score for the Capacily Section of the Tull application.

Organizational and Credit Review Documents

Any previously-approved developmeant leam member wha has had changes in their organizational
struciure, and any newly-formed ownarship entity, must submit their organizational documents via the
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UFA at the preclosing slage. Any devalopmeant ieam member with new principal officers/membars must
also provide resumes for those individuals.

Far projects requesting KHC funds, credit review documents must be submitted for the developer,
general partner, and guarantor (if applicable) at the application stage. Guarantors must also provide thedr
arganizational decuments. KHC may request addiional documentation an any project entity.

Refer to Chapter 2: Developmeni Team Capacity Application, for 8 complete list of required documents.
Scoring Response Period

KHC will notify applicants whose projects do not receive a full review and scoring based upon their seif-
score andlor tebreakers. For projects thal recelve a full review and score, KHC will make the preliminary
project score sheel available to the appropriate contact. Applicants will not be made aware of how other
applications have scored. KHC will astablish a timaframe during which applicants may review their
preliminary scores and offer written feedback if any applicant disagrees with the preliminary score.

Applicants may request a reconsideration of KHC's preliminary score ONLY for applications in which they
have an ownership interest. Reqguests must be sent in writing via electronic mail, hand delivery or
avernight mail (o the Managing Director of Multifamily Programs.

Reconsideration requests must specifically identify the grounds for the reconsideration request. Only the
applmtlon and documents then 'E!ISIIH'Q in KHC's file will be considerad, No additional documentation o

0 EKES & aocepted. The burden |s on the applicant 1o demonstrate any
arrors in the review andmr smnng process.

Final Scoring Determination

After applicants have had the opportunily to review and appeal tha praliminary score during tha scoring
response pericd, KHC will determine final scores and make funding decisions. All funding decisions will
be final and not subject to further appeal.

Communications with Executive Management Team

Applicants, members of applicants’ Development Teams, or other persons operating on behalf of
Development Teams are exprassly prohibited from having communications with any member of KHC's
axeculive management leam regarding any reconsideration or raviaw requesls or any related topic, from
the issuance of the preliminary scoring dacision until KHC renders its final determination. Any violation of
this prohibition may result in disqualification of the pending application and suspension from participation
in the: next competitive funding cycle for the applicant and all of its Development Team members,
regardiess of which team member initiated the prohibited contact.

Preliminary Approval Letter

KHC will send each succassiul applicant a preliminary approval batter indicating the initial resservation of
Housing Credits, tax-exempt bonds, and'or other KHC resources awarded, The final amount of credit,
bonds, or other resources allocated to each successful applicant may be less than the amount
requested in the application, the amount specified in the preliminary approval letter, or the
amount reflected in a Housing Credit carryover allocation. Please nole that projects which requested
consideration in the Innovation Pool must maintain the proposed innovative components, aven if the
project was naot funded from the Innovation Poal.
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CHAPTER 4: Application Attachment Reguirements

Basad an the KHC funding source(s) reguesled, related documeantation is required at application
submission as indicated on the application checklist. Mot all attachments are applicable to all application
types; refer to the document list below far the specific attachment requirements for your application type.

Apphcants must upload all attachments and each document must be identified separately with the: item
name as il appears below. The KHC-pravided forms required lo complete the application are located on
KHC s website, www.kyhousing.org. It is the applicant’s responsibility to identify and utilize all KHC-
provided forms, which are marked with an asterisk®. For your reference, the UFA identifies
documents that are KHC-provided forms. f & document does not apply, mark the "NA" button in the UIFA,
All application documents must be current and may not be dated more than six (6) months from
the application submission deadline date, unless otherwise specified.

Tax-Exempt Bond Documents

(Top ter ‘parert” portfallo profects must submil these documents in a separale porifollo application;
single-property TEB projects must submit these documents with the full application)

1. Portfolic Application Fee (Top tier “parent” portfolic projects only)
Evidence af electronic payment of the 31,000 portfalio application fee must be provided,

2. Engagement Letters

Provide engagement letter(s) with the applicable underwriter, placement agent, or band
purchaser, The letter(s) should state the project name and their experlence, Inclueding bend
transaction history. The underwriter letler should alsc outline the bond structure and all steps
required, including a timeline, for closing the financing on the project.

3. Engagement Letter with Bond Counsel

Provide an engagement letter with each attorney involved in the project, including the attorney's
bond fransaction history, their resume, or qualifications. Applicants must engage an attormey or
atlormeys 1o servae as bond counsel who has a comprehensive underslanding of multifamily tax-
axempi bond transactions.

4. Supporting Documentation for Selection Criteria (NOFA submissions enly)

If responding to & Notice of Funding Availability (WOFA) with selection criteria {threshalds,
preferences), upload all supporting documentation required per the NOF A,

Application Aftachments

Capacity Documents

1. Capacity Approval Letber{s)*

A copy of the capacily approval for the applicable development team memberis) must be
pravided. Any member nat previously approved must complete the Development Team Capacity
Application process before submitting an application for funding.
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2. Technical Assistance Certification Form*

Required for any applicant who has not previously used KHC resources 1o construct of
rehabilitate a rental project In the kast three years, or for applicants as determined by KHC, Refer
to the Introduction and Ganaral Information section for tachnical assistance requiremants.

3. Credit Review Documents

Credil review documants are only required al application staga if requesting KHC funds. It is notl
necassary to resubmit credit review documents that were previoushy submitted with & capacity
application within the past six months, Dependent on the organizational structure, credit review
documents must be pravided for all developers, general partners, and guaraniors (othes than
individual guarantors). Guarantors are also required o submit their organizational documents.
Davelopers submitting multiple applications requesting KHC funds are only required fo provide
credit review documents with ane of the funding applicationa; however, each application must
clearly identify where the documents can be located if submitted with a different application. All
credil review documents should be marked as “private” when upleaded 1o the UFA system.

4. Owner and General Partner Entity Organizational Charts

A full organizational chart must be provided which shows the membership structure far the project
awner and general pariner antitias.

5. Ce-Development Agreement

Projects propasing a co-developer arrangement must submit a fully executed co-development
agreameant that, at a minimum, deatails the following:

a. The term of the agreement;
b. The specific roles and responsibilities of each party,
. The percentage of developer fee each party will earm; and

d.  Adetailed description of how the co-developer will meet the material participation test (as
defined in IRC 488(h)) for the 15-year complianca parod.

Project seeking points for having a disadvantaged developer or co-developer must alse submit a
current copy of the applicable MBEAWEBE/DBENVOSB/SDVOSE certification from the appropriate

Cerlifying agency.

General Documents

1. Application Fee

Evidence of electronic payment of the applicable application fee must accompany each project
submitted, Refer to Chapter 1: Project Timeling and Fees for more information.

2. Market Analysis Review Fee

A market analysis review fee must accompany each Housing Credit project submitted. Refer 1o
Chapler 1: Project Timeline and Fess for additional infarmation.
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3. Initial Inspection Fee
(Projects invoiving rehabiltation of an existing structure, both Existing Supply and New Supply)

An inithal Inspection fee for each project site (property) must accompany each application
submitted which invalwas the rehabilitation or reuse of an existing structura. Refer to Chapter 1:
Project Timeling and Fees for additional information.

4. Scoring Workbook*
(Projects seeking competitive 8% LIHTCs anly)

Submit an Excel version {not PDF) of the scoring workbook applicable to the current funding
round completed with the developer's self-scores. All applicable sections must be completed.

5. Naotification of Application for Funding®
(Required for profects of 12 or more wnits)

A copy of the Molification of Application for Funding form sent 1o the appropriale lecal and slate
officials must be provided along with a copy of the signed returned receipt from the certified
miail or other signed acknowledgement of recaipt by the mayor (if project is located within city
limits ) or county judge executive (if project is located in an unincorporated area of the county),
stale representatve, and state senator (or their designees), dated no later than one month
prior to the application submission date, irrespective of the number of days in the month.
For example, if the application due date is August 15, the signed delivery receipt must be dated
by July 15, The appropriaie state officials for the project lecation may be found an the Kentucky
Legisiative Research Commission websiie.

6. Nonprofit Questionnaire®

This form must be completed by all nonprofits with any awnership interest in the: develapment,
The provision of affordable housing must be listed as one of the designated purposes in
the Articles of Incorporation and/or Bylaws.

7. MNonprofit Board Resolution

Monprofit organizations that have any ownership interest in the developmeant must provide a
resalution from the nonprofit’s Board of Directors that authorizes:

»  The application being made for specific KHC funding (e.g. Tax-Exempt Bonds, Housing
Credits, HOME, AHTF, NHTF, or other KHC resources that may be available),

= The amount of ownership interest the nonprofit has in the venture;
=  The nonprofit's specific liabilites in the development; and
= The anficipated percentage of the developer fee the nonprofit will receive and the
percentage that will be shared with another entity.
8. CHDO Documentation

Monprofits applying for HOME funds from the Community Housing Development Organization
(CHDO) set-aside must provide verification of the current CHDO designation or recertfication.
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9. Consultant and/or Administrative Contract

If & consultant or adminkstrator is part of the development team, an executed copy of the contract
i required and must detall the services provided, the consultant's role in the: project, and how
thiey will be compensated.

10. Proof the Compliance Period Ended
(Reguired for rehabilitation projects previowsly awarded Housing Credils)
Evidence may be in the form of a letter from KHC's Compliance Department. with the original

KXY, stating the initlal compliance perod ending date; or a copy of the orlginal Be09s Indicating
the buildings' placed-in-service dates; or a copy of the original LURA.

11. Rural Development (RD) Property Eligibility Determination

A copy of the project location's determination as being either urban or rural from the BED Property
Eligibility wehsite must be provided, Click "Multi Family Housing™ and enter the property address,

12. Kentucky Intergovernmental Review Process
(Required if requesting HOME, NHTF, Rizk-Sharing, or new KHC project-based vouchers)

Applicants requesting HOME, NHTF, andior Risk-Sharing funds, or new KHC project-based
vouwchers, must submit to the State Clearinghouse through the Department for Local
Gavernmant's onling system. Succassiul submission to the Clearinghouse will generate a
confirmation that incledes the SAl number, which is a required checklist attachmeant.

13. Guideform Motice Disclosure to Seller*
(Required for all prajects with HOME, NHTF, Risk-Sharing, new praject-based vouchers, or the
franafar of an existing Saction 8 HAF confract]

A copy of the Guigeform Motice Disclosure to Seller with Voluntary, Arm's Length Purchase Offer
st be given lo all sellers disclesing thal the purchase offer is valuntary and an arm's lenglh
transaction, in addition to disclosing the estimated fair market value of the property and that the
purchaser does not have the power of eminent domain.

14. Guideferm General Information Notice (GIN)
(Required for all projects with current oocupants in conjunchian with HOME, NHTF, Risk-Sharing,
new project-based vouchers, or the fransfer of an exisling Seclion 8 HAP contraci)

The Guidaform General Information Motice (GIN) is required to be given to all current occupants
advising them of the impending fedarally-assisted acquisifion or rehabilitation of their unit and of
their rights under the Uniform Relocation Act. Tenants who move in to the property afier

submission of the application must be provided with the Move-in Notice, Refer to HUD
Handbook 1378 for more information and sample notices. All relocation notices must have
documentation of proof of receipt by the tenants and be maintained in the tenant file,

15. Community Revitalization Plan
(Reguired for profects seeking points for new unils in a QUT — whan only)

Urban projects ssaking points for creating new units in a OCT must submit a copy of the local
jurisdiction’s overall plan for revitalization, community development, and’or economic
development, Local jurisdiction consolidated plans or action plans as required by HUD do not
qualify. The section(s) of the plan that specifically identifies the community need for lease-
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purchase wnits or new multifamily units in an urban QCT must be clearly marked within the plan.
The community revitalization plan must also:

« Be formally adopted by the jurisdiction and created or updated within the last 10 years;
« Be geographically specific;
# ldentify goals for oulcomes,

« Include a sirategy to secure commitmenis 1o supporl non-housing infrasiructure, amenities,
and sarvicaes; and

« Demonsirate the nead Tor communily revilalizalion, specifically new multifamily units ina QCT.

16. Community Revitalization Plan Certification*
(Reguired for projects seeking points for new wnits in & QCT — wiban anly)

The certification must be completed for the community revitalization plan, providing detail of the
plan area, funding sources, goals af the plan and how the proposed praject supports the need for
lease-purchase units or new multifamily units in an urban GCT.

17. Tenant Selection Plan Preferences

Apphicants seaking scoring points for providing a preferance for individuals on the local public
housing agency (PHA) waiting list must provide a signed statement that it has committed 1o the
preference and agrees to natify the PHA of property vacancies, All preferences must be reflected
in the: Tenant Selection Plan, which is required at the Technical Submission Stage.

18. Certification of Disadvantaged Business Entities

Certification is required for development team members or companies pledged in the application
thal are paricipating in the project and are qualibed as a minorily- ar women-owned business
anterprize (MBEANWBE), disadvantaged business enlerprise {DBE), velaran-owned small business
(W0O5B), or service-disabled veteran-owned small business (SDVOSB). The certification must ba
current through the date of technical submission

19. Letter of Service Commitment
(Required for profects serving popuiations with special needs)

Each agency providing services for special needs housing, permanent supportive housing. and
transitional housing must provide a leller on agency letterhead and signed by the axeculive
director ar their designee stating the agency’s knowledge of and support for the specific project
and that the agency will provide supportive services of appropriate type and quantity to eligible
project residents, The letter must state the agency's commitment to provide case management
services to project residents. A requirement 1o participale in these services cannot be a condition
af the leasza. This letter can be combined with the Letter of Referral Commitment [below).

20. Letter of Referral Commitment
(Reguired for projects serving populations with special nesds)

Each agency providing fenant referrals for special needs housing, permanent supportive housing,
and transitional housing must provide a letter on agency letternead and signed by the executive
director ar thelr designes stating that 1) eligible individuals in the speclal needs population
targeted by the proposed project will be referrad 1o the project, and 2) provide an estimate of the
numbear of raferrals on an annual basis.
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21. Supportive Housing Service Plan
(Required for projects serving popuwlations with special needs)

The service plan must contain the following information:

1. The supportive sarvice needs of the targeted population and the exparianca of the
sarvice provider with providing these services fo this special needs population. A
description of the agency's ability to provide case management services,

2. An explanation of how the services provided meet the farget population's service nesds,

22. Evidence of No Substantial Rehabilitation

Projects seeking points for rent-restricted units most in need of rehabilitation must provide
docunantation thal the propesad project has nol recaived substantial rehabilitation within the past
20 years. For all projects, a minimum of 20 years musi have passed since the last substantial
rehabilitation to qualify for points. For scoring purposes, substantial rehabilitation is defined in IRC
Section 42 as 57 400 per unit or 20% of adjusted basis. This proaf may be evidenced by either:

a.  acopy of the last recorded restrictive covenant of recerd which restricts the use of
the property to affordable rental housing execufed at the time of the last substantial
rehabilitation. In addition, a copy of a full title exam confirming such restrictive
covenant is the most recent of record must be provided.

- OR --

b a leller from the provider of an existing project-based rental assistance contract, ie.
the HUD ar RD which states whether there has been any substantial rehabilitation on
thie property within the last 20 years and if so, the date of the rehabilitation.

I gither case, the number of years since the last substantial rehabilitation will be determined
basad upon the effective date of the most recent restriclive covenant as of the application due
date, or thae date identified in the letter from the rental assistance provider.

23. Evidence of Risk of Loss Due to Ownership Capacity
{Existing Supply/Preservation projects only)

Projects seeking points for acguisibon of a troubled assat by an applicant with no identity of
interest that is at risk of loss due to ownership capacity must submit a narrative describing the
troubled asset and evidence of the existing condiions created by the current owner that put

the asset al sk, Existing conditions may include bankruptcy, Inschvency, default, foreclosure
action, unpaid taxes and assessments, ongoing lack of compliance with lenders or housing
program administrators, or a capacity score reduction by KHC. Properties recently acquired by
the applicant (not more than one year prior to the application submission date) must
provide documentation to evidence the acquisition date, Exceptions will be made for
properlies thal were acguired more than one year prior to the application submission date for
which the applicant is reapplying for LIHTC after an unsucecassiul application in the prior year.

24, Narrative for Financially Troubled Assets

[Existing Supply/Preservation projects anly)

Projects seeking points for acquisition af a financially troubled asset must provide a detalled
narralive describing the troubled assel and the steps thatl will be taken Lo pul il back inte
productive use.
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25. Evidence of History of Good Ownership and/or Management
(Exizting SupplyPreservation projects anly)

Projects sesking peinis for acguisibon of a financially troubled asset must provide a list of the
nama and address of all tax cradit properties owned andior managed within the past five years in
Kentucky, Properties recently acquired by the applicant (not more than one year prior to
the application submission date) must provide documentation to evidence the acquisition
date. Excepilons will be made for properties that were acquired more than one year prior to the
application submigsion date for which the applicant is reapplying for LIMTC afler an unseccessiul
application in the prior year.

26, Financial Statements
(Existing Supply/Preservation projects only)
Frojects seeking points for acquisition of a financially troubled asset muat provide financial
statements for the past three years. Prajects subject to the Single Audit Act must provide

audited financials. If the project iz oul of ils LIHTC or RD compliance perad, then CPA
performed reviews may be substituted for years without full audits.

27. Rent Roll
(Existing SupplyPresarvatlion projects only)

Projects seeking points for average physical occupancy rate must provide a copy of the rent roll
for the 12-manth calendar year prior o application submission.

28. Census Tract Report
(Mew Supply projects only)

Projects seeking points in the Opportunity 360 Housing Stability, Education, and Econamic
Security sconng category must provide a copy of the census tract report oblained from the United
States Census Bureau wabsite. Applicants should first select the “Find Geographies” lab. Then
antar the property address, and undar the “Benchmark” dropdown, select "Public_AR_Census
20207 and under the *Vintage” dropdown, select “Census2020_Census2020" and then "Get
Results” to cbtain the prior census tract number for the property address. The property’s census
tract number will be shawn under the “Census Tract’ heading. Applicants must print this report ta
docurnant tha 2020 census tract number for the property. Please note, the 2020 census tract
number should only be used for the purposes of this one scoring criteria; in all other
Instances, the current census tract number must be used,

29. Distance From Projects Not Yet Placed In Service
ihew Supply projects oniy)
Applicants whose proposad project is located within 0.5 mile of an urban-designated KHC tax
credit project and 3 miles of a rural-designated KHC tax credit project that 1) has been previously
approved and i not yet placed in service (8609 has not been ssued) as of the date shown an
Tab 9 of the scoring workbook and 2) targets the same lenant populations as the applicant's
project must provide a copy af The Google Maps printout documenting the proposed project’s
distance from tha project(s) not yet placed in service. Distance is measured in radius and must ba
recognized in the market study, Subsequent phases of a phasad-in development will be permitted
provided the market study recognizes the earlier phases and the impact of the proposed project.
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Underwriting Documents

1. Underwriting Model*
(Required for all projects)

KHCs underwriting modal must be completed in Exceal using the most current version for that
wyear's funding round. The yellow input cells of the model are the only areas im which the applicant
may enter information. Do not add formulas to any of the cells as this may interfere with
KHC's underwriting of the project. If an additional formula or cther medifications to the model
becoma necessary, you may contact a KHC multifamily staff member.

Applicants are strongly encouraged to use the “Applicant Underwriting Notes to KHC™
section on the summary sheet of the underariting mode| to provide any necessary explanations
or additional information that will be helpful during the undenariting review,

2. Developer Underwriting Guidance Checklist*
(Reguired only for developers who have rol had @ KHC mulifamily praject in the last 3 years)

KHC has developed a guidanca checklist to ensure that project developers have considarad most
af the major underwriting factors that will be reviewed by KHC. A copy of the completed chacklist
must be provided with the application as evidence that the developer has exercised due diligence
in completing the undersriting model.

3. Novogradac Rent and Income Calculator
(Required for all Housing Credit and Tax-Exempt Bond profects; optfonal for non-Creal! projects)

Print and submil the completed Novogradac Rent and Income Calculator. Urban and rural
designations must adhare to the RD definition in effect at the time of application. To obtain the
applicable limits for the Tax-Exempt Bond program, applicants should select "IRS Section 142
Tax-Exempt Bond” and change the imputed persons per bedroom 1o 1.5 persons,

4. Utility Allowance Chart (KHC-provided form or local document)”

Projects propasing full or partial ienani-paid wtilities must include a utilty allowance chart from
KHC or the local PHA {in counties where KHC does not administer the Section 8 program).
Projecls with Project-Basad Seclion B or RD-assisled properlies must provide the current ulility
allowance from KHC, HUD, kocal PHA, or RD as applicable (the agency providing the rental
assisiance). Historical utility usage data or base rate letters from the utility providers are
not acceptable. When the project i placed in service, KHC's Asset Management department will
regquire the owner to complete the HUD utility schedule modeal on projects receiving HUD funding
{e.g., HOME, NHTF, or athar HUD loans).

5. Market Study / Needs Analysis

KHC maintains an Approved Market Analyst List from which developers must selact an
appropriate firm or individual,

A market studyineeds analysis is cnly valid for slx months from the date of the study'analysis, All
market studies must adhere 1o KHC's market study requirements. If reports are received that ane

nol accaplable, the applicantidevalapear will ba infarmead by KHC such report is unacceplable and

the project will fail to maet the market threshold.
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A market study is required for all projects (or each properly in a portfolio fransaction); howawer,
projects of four units or less may submit a market needs analysis instead of a full market study.
Regardless of project size, a rent comparison study must be included in all market
studies/analyses to determine market rents.

KHC may request a markal study or additional marke! information on any project or waive tha
market anakysis requirement for projects of four units or less if other supporting documentation,
such as a waiting list, can be provided.

The market study must provide: the required informaticn for the scoring categories applicable to
thie project and identify the supporting information as indicated in the current scaring workbeok.
Rafer to Chapter 11: Underwriting Requirements for additional market study information.

6. Part 1, Evaluation of National Register Status
(For projects proposing federal or state hisloric rehabilitation credit only)

Provide a copy of the completed Part 1 of the preliminary application, “Evaluation of Mational
Register Status” for both the Federal and State Historic Credits as evidence of submission to the

State Historic Preservation Office (SHPO) and'or Mational Park Service,

7. Current Approved Rent Schedule
(For rehabilitation projects with Profecl-Based Seclion 8, RD, or ather rental assistance)

Rehabilitation projects currently receiving any type of Project-Based Rental Assistance must
provide the current approved rent schedule. The schedule must clearly identify the effective dates
of the rents, as well as the agency providing the rental assistance. If the rents listed on the
underwriting model are different from those in the rent schedule, an explanation and justification
for the inconsistency must be provided on the summary page of the underwriting model and a
letter submitted from the rental assistanca provider that the proposad rents are accepiabla.

8. Project-Based Rental Assistance Agreement or Commitment Letter
(Required for project-hased renfal assisfance, 1.e., Project-Based Section 8, RD, eic.)

Projects proposing existing Project-Based Section 8, RD. or other project-based rental assistance
musi provide a copy of the original rental assistance confract or agreement and the mast recent
renewal, if applicable. The confract or agreament (with renewals) may not be expired and must
be currently in effect, Projects proposing new project-based rental assistance must submit a copy
af the commitment letter from the rental assistance provider that identifies the proposed contract
rents and utility allowances, The contract, agreement, of commitrment letler must specify the
numbear of rantal assistad units.

9. Operating Subsidy Agreement or Commitment Letter(s)

Commitment letlens) or agreemenis for operating subsidies must be currently in effect and
provide assurance of continuation through the applicabla affordability or dead restriction period. If
operating subsidies are temporary or subject 1o renewal, applicant must explain how cperations
will be funded if the subsidy is not renewed.

10. Commitment Letters for HOME Match

All projects requesting HOME funds must have written commitmenis of HOME-eligible maiching
funds of at least 5 percent of the HOME request. Commitment letlars must meet the standards

ideniified in the Application Threshalds.
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11. Firm Commitments for All Non-KHC Resources

Refer to Application Thresholds section for requirements for firm commitment letters. Any time
limitations or expiration date of the commitment must be clearly stated In the letier,

12. Guarantor's Evidence for Non-Committed Non-KHC Funds

EHC will accept evidence of an application for non-KHC resources with a written guarantee from
the ownar/daveloper that if the funds for which they have applied are nol awarded, the ownar/
devalopar will contribute the same amount 1o the project. & bank statement will be reguired if a
guarantor provides a guaranty for non-KHG funding that it has applied for, but has not received,
at the time of application. The bank statement must demonstrate sufficient liguidity to cover the
guaranty of the full amaunt of furds for which the guarantor does not have a firm commitment.

Legal Review Documents

1. Evidence of Site Control
{Reguired for all projects)

Applicants must have site contred an 100 percent of the project sites, including scatlered sites.
Site contral documents must be fully executed and sufficiently identify the subject proparly. Real
proparty conveyances must be recorded with the appropriate clerk, and leasehold estates must
meet IRS requirements and excead KHC's affordability and mortgage periads. Acceptable forms
of site control are:

+  Property Deed — can be in the name of the project cwnership enfity or general panner
{or marmber of the general partner) of the to-be-fermed ownership entity.

s Current Purchase Contract — The contract plus any renewals/extensions must be valid
at least through December 31 of the calendar year in which KHC resources would be
awarded. If at any point the confract is determinaed fo be at risk of expiring prior to
closing, KHC may require supplemental proof that the property can be purchased prior
to closing. The contract cannot contain seller's right of first refusal language.

= Current Option to Purchase — The option plus any renewals/extension must be valid at
least through December 31 of the calendar year in which KHG resources would be
awarded. If al any point the oplion i determined to be at risk of expinng pror io closing,
KHC may require the applicant to provide proof that the oplion has bean extended or
that the property can be purchased prior to closing, The option cannot contain seller's
right of first refusal language.

= Current Lease Agreement/Cption to Lease (the lease period must be through the entire
applicable affordability periad).

Note: For federally-funded projects ([HOME, NHTF, or Risk-Sharing), the new owner may nal
take legal possession of the property until after environmental clearance, unless tha deed transfer
or lease was executed prior to submission of the KHC funding application.

KHC will evaluate the legal interest directly owned or controlled by the applicant at the time of
application. &n applicant capable of causing possession and control to vest in thelir favor for the
durafion af the morigage and affordability periods will ba deemed to have site control. KHC
resarves discretion to make this determination.
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2. Deed Restrictions/Subdivision Restrictions

Provide a copy of any deed restricions or subdivision restrictions currently on the property or, if

no resinclions, a letier stating there are no deed restrictions. The letter must reference the project

nama and property address and must be from tha seller, city/county official, or title atiomey.
Design and Construction Documents

1. Location Map and Directions

A location map for every project must clearly show the site location and all major streets and
highways, nearby airports, railroad tracks, interslates, and rivers, atc., thal may have an adverse
affect on the proposed site. For Housing Credit projects, the map must identify the location within
thie qualified census tract (QCT), or metropolitan Difficult Development Area (DDA), if applicabla.
Provide detailed directions from Frankfort, Kentucky to the site

2. Preliminary Plans
Refer to Chapter 13: Design and Construction Review for mare information about KHC's

preliminary buikding plan reguiremants. Building plans must be uplsaded as one single PDF
docurnant. All plans must clearly show the number of units.

Applications of 11 units or less: For new construction or rehabilitation, projects are required o
submit building plans at 1/&-inch scale and typical unit plans at 1/4-inch scale. The plans must
include bulidimg floor plans, elevations, and site plan

Applications of 12 units or mere: For new construction or rehabililation, projecls are required
to submit building plans at 1/8-inch scale and typical unit plans at 1/4-inch scale. Tha plans must
include a site plan and a building floor plan, as well as corresponding elevation drawings
compiled by an architect licensed in the Commonwealth of Kentucky.

Applications for scattered site projects: Sile plans must be submitled for all sites and
complete preliminary plans must ba submitied for each applicable unit type.

3. Work Write-Up Description
(Reguired for all rehabiitation projects of 17 units or less)
Prajects that are 11 unifs or less can submil a work wrilte-up in lieu of specifications, providing the
waork write-up is detailed and provides enowgh basic information to determine the quality and
quantity of itemns that are specified. It should define the scope of work and provide a basis for
what type of materlal or product that is to be used. Refer to Chapier 13; Deslgn and Construction

Review for mone information about work write-up reqguinements.

4. Site Plan
(Required for all prajects lypes)

Refer to Chapter 13: Design and Construction Review for more information about KHC's site plan
requirements,

5. Floodplain Ma
(Reguired for all projects)
Refer to Application Thresholds for more information about floodplain requirements.

Apphicants must submit cne of the following to demonstrate that the project structures and ather
portions of the site essential o the use of the tenants are ned located in a fleodplain:
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1. A Federal Emargency Managament Agency (FEMA) map showing that project
struciures and other essential portions of the site are not located in the 100-year
fiocdplain and structure locations are clearly marked on the map.

= Projects in which any portion of the property is located in the flocdplain must
additionally submit a survey cerfified to KHC that is signed, stamped, and dated
and which shows the location of the Toodplain and all existing building structures.

+ Information or maps genarated from a local Jurisdiction database or similar
altarmative will nol be acceplad.

2. Alicansaed surveyor's report of reclassification and FEMA. Letter of Map Alteration must
be attached if the property was previously located in the floodplain but has been built
up and is no lenger in the floedplain. The repoart must clearly state all land to be utilized
for project structures has been raised al keast one fool above the floodplain.

6. Lead-Based Paint Determination Form*
(Required for rehabilitation projects built prior to 1978

Rehabilitation and adaptive reuse projects with buildings built prior to 1978 must complete the
Lead-Bazsed Paint Deterrmination farm to identify the level of lead treatment required. Any
anticipated axpanditures related to lead-based paint assessment., abatement, and'or clearancea
miust be budgeted in the undensriting model.

7. Physical/Capital Neads Assessment (PCNA)
(Regquired for all rehabiitation projects of 12 or move wnits and adaplive reuse profects)

Reler to Chapler 13: Design and Construclion Beview lor mare information on PCNA
raquiraments.

Projects that were unsuccessful in the mast recent previous funding round may resubmit the
PCNA that was provided in the previous funding round with a letter or memao indicating that it is a
resubmission. However, If funded, the PCHA must be updated at technical submission, KHG
reserves the right to ask for a PCNA or an updated PCMNA on any project at its discretion.

8. Capital Reserve Replacement Schedule (CRRS)"
(Reguired for all Howsing Credil and Tax-Exermpl Bond profects propasing the rehabilitalion ar
adaptive reuse of an existing struciure)

The CRRE is a projection of the anticipated capital needs of the proparty.
CRRS Report Reguirements:
(These specilic lems must be addressed 0 each repor)

# The projecton must use KHC's current vession of the Excel spreadshesl “Capital
Reserve Replacemeant Schedule.”

+ The CRRS report must identify the preparer's name, company name, gualifications,
profassional license number, and the state in which the license was issued.

» The scheduls must list individual sels of major componants thal are anlicipated to reguire
replacemant using the reserve account during the projection term.

+ The CRRS must utilize the most recant version of tha Fannie Mae Form 4089 Appandix
F: Expected Useful Life (EUL) Tables when inputting the EUL info the projection.

« CRRSE projections are valid for a term of one year before an update is required.
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« Future draw requests from the reserve account will be compared to the CRRS projection
o verily il is an item planned to be covered by the schedula.

« Addiional requirerments are in the instruclions tab of the CRRS spreadshael.

9. Proof of Proper Zoning
(Reguired for all projects)

The applicant must submil evidenca that the proposed sile is properly zonad for the proposed
intended use. The following documents are required:

= A letter from the local zoning board or governing authority indicating the type of zoning
in place, or a letter from the county judge or mayor indicating that no zoning is present.

» Al zoning requirements andior restrictions that affect the design or building location,
« A local zoning map that shows the classification of the proposed site and neighboring
sites, The site location must be clearly indicated on the map.

If the: propery is not currently zoned appropriately for the propased project, the applicant may
submit evidence that a rezoning application has been submitied to the applicable jurisdiction.
Evidence of the zone change and confirmation that the proposed project is allowed at the site
location must be submitted no later than the technical submission deadline.
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CHAPTER 5: Technical Submission Stage

Once an applicant recaivas a preliminary award letter from KHC, the application will then antar the
techmical submission stage. At this stage, applicanis are required to address any underwriting issues and
ather conditions or comments that resulted from the inmal application review process,

Technical Submission Document Requirements

Owners must upload additional due diligence documentation through the Universal Funding Application
(LIFA) system, If a checklist item does not apply, you may check the "N/A” bution, For documents that
exceed the file size limit and are foo large o upload as a single document, place those documents on a
flash driva and mail to your assigred program specialist by the lechnical submission deadline. Do not
break large documents into several smaller files for the purposes of uploading to the UFA.

Below iz & description documents that will be required during the technical submission stage, This is not
an all-inclusive list of items; vour assigned program speclalist may reguest additional documentation. The
technical submission documants identified balow are grouped in categories which must be submitied
independently of each other; howewer, ALL fechnical submission documents must be submitted by the
applicable due data. It is the applicant's responsibility to identify and utilize all KHC-provided
forms, which are marked with an asterisk®. All KHC-provided forms are located on our website.

To mitigate any potantial problems with upleading documents dus to system overload or other technical
issues, it is recommended that you do not wait until the last day to submit the technical submission
documents. All projects that do not successfully complete technical submission by 12:00 noon ET
on the deadline date are subject to payment of a $5,000 penalty fee in addition to the applicable
extension fea.

Underwriting Documents

1. Updated Undarwriting Modal*
(Reguired for all projects)

An Excel varsion of the project’s updated underwriting moded, using the version returmed to the
applicant after funding announcements, must be uploadead to the onlina application system. If any
terms of non-KHC funding or financial projections (sowrces of funds, consfruction costs, rents,
annual expenses, eic.) have changed since the initial application submission, the undenariting
micded must reflect these changes and supporting doecumentation must be provided, Responses
miusi also ba provided on the undensriting model to all comments or issues dentified by KHC.

2. Draft Partnership Agreement or Updated Firm Equity Commitment

Provide a copy of the draft partnership agreement (preferred) or an updated fim equity
commitrent. Equity commitments must be current, on the provider's letterhead, contain the
specific terms for the purchase of credit (credil pricing, amount of annual credit anticipated, total
eguily investment, pay-in schedule, required fees, reserve accounl requiremants, ele.), identify
income elections, including the average income test (AIT) if elected by the owner, identify the
project name, and be dated and signed. If the project is utilizing a KHC bridge loan, the
commitment must recognize the bridge loan and state the benefit of the delayved equity pay-in to
thie pricing structure and lotal equity investment.
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3. Firm Commitment Letters for Match and Other Non-KHC Funding Sources
(Required omly If original funding commitments submitfed with application have changed or
expired. Must be submitted by the fechinical submission deadline, mo extensions)

KHC's HOME and AHTF funds require a 5 percent match of other funds. Any non-KHC financing
source may be eligible; KHC funds may not be used as match for other KHC funds. Firm
commitment letiers for all match and other funding sources ientified in the application and

undenwriting model must be provided. Refer o Chapter 11: Underwriting Reguirements for

additional information regarding match reguiremants.

Firm commitment letters for all non-KHC sources must be on the funding source's letterhaad and:
1) Be specific as to the terms of the funding, including:
a. The interest rate and term (if loan proceeds are involved),
b, The collateral for the preject (il a loan i involved).
2) Be daled and signed by an authonzed representative of the antity providing the funds.

3) Identify tha project name and description for which the commitment of funds is being
made.

Commitment letters must be current and relative 1o the project seexing funding from KHC. The
firrm commilmant letlers may contain normal and customary conlingencies for equily and loan
commitments, including but not limited to: approval of appraisal, closing of other sources of
financing, enviranmenial and title review, financial condition of the developer, and safisfactary
negotiation of partnership andfor loan documents, Final underariting will not be completed wntil all
firm commitments ane recelved.

If the firm commitmeant letbers have not been submitted by the onginal technical submission
deadline, the conditional commitment will expire automatically, and KHC will recapture all
assoclated funding. No extensions of the technical submission deadline for firm
commitments will be granted. Firm commitments from RD or HUD lean financing are nol
required within this timeframe, but must be provided to KHC as soon as they are available. Tima
is of the essence with respect to the conditional commitment and all time limitations therein,

Applicants applying o RD for resources or assistance must provide a complete application and all
required documents to the RD office as soon as possible after recaipt of the preliminary award
letter, KHC will not grant extensions to the closing deadline due o an applicant’s delay in
providing RD with the required application and supporting documentation.

Applications for HUD resources musl complete the pre-approval application process within the
anginal technical submission deadline.

4, Appraisal

An appraisal is required on projects/properties where KHC's total loan amount (including due at
maturity and forgivable at maturity loans) is $250,000 or more or for projects requesting Housing
Credit for acquisition. KHC may request an appraisal on any project utilizing KHC funds
Appraisals may not be maore than one year old as of the date of lechnical submission.

Apphicants with 8 KHC loan of 3250000 or more must choose an appraisal firm or individweal

listed on KHC's approved list and the appraisal must meet KHC's appraisal standards, The list of
KHC-approved appralsers s avallable on KHC's website, www kyhousing org.
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Housing Cradil projects nof requesting KHC loan funds but are requesting acquisiion cradit must
provide an appraisal supporting the building basis for purposes of determining the proper amount
of Housing Credit reserved. The appraisal must provide at & minimum the "as-is" market value of
the bullding and a separate site value for the land. Eligible basis will be limited to the basls
dedarmined by the final cost cerlification. These appraisals do not need to meel KHC's appraisal
guidalines in regand to formatting and layout or need to be ordered from KHC's approved
appraisers; however, the appraisal must still provide a separate value for the land and KHC must
be named as an intended user, Any variations from KHC's undenariting standards fo be used in
the appraisal musl be approved by KHC during the application stage.

Refer to Chapter 11: Underariting Reguirements for additional guidance on appraisals,

5. Baseline Active Partners Performance System (APPS) or HUD Previous
Participation Certification (HUD-2530) Completed
(Reqguired for Risk-Shanng projects wilth Housing Creai)

Submit proof of complation of the Baseline APPS or tha complated HUD-2530 form. KHC will
forward the completed HUD-2530 to HUD during the review of the final underwriting. These can
be found on HUD's website, waww. hud. ooy,

6. Identification and Certification of Eligible Limited Liability Investor Entities”
(Required for Risk-Shanng prajects with Housing Crelt]

The certification form is part of HUD's previcus participation requirement and must be completed
by the equity investor andfor syndicator. KHC will forward this form to the local HUD affice during
review of tha final underwriting. This form can be found on KHC's website, www kyhousing.org,
under Development; Multifamily; Technical Submission; Risk-Sharing Documents,

Design and Construction Documents

1. Proof of Proper Zoning
(Reguired for projects withow! zoning approval al appiication)

If the project site was nof properly zoned at the time of application submission, the applicant must
submit evidence that the proposed site has been rezoned for the proposed intended use. The
following documents are reguired:

= A letter fram the local zoning board o governing authority indicating the type of zoning
in place and that the propesed development is now allowed at the project site.
* Al zoning requirements andior restictions that affect the design or building location.

«  Alocal zonlng map that shows the classification of the proposed site and nelghboring
siles. The site location must be clearly indicated on the map.

2. Owner and Architect Agreement
(Reguired for projfects thal have an archites! involved and all projects of 12 units or mare)

The architect's documents must be prepared in accordance with the HUD Minimum Proparty
Standards, Uniform Federal Accessibility Standards, the Kentucky Building Code, andfor
Kentucky Residential Code, Universal Design, Minimum Design Standards as adopted by KHG,
applicable state and federal Falr Housing laws, and meet all HS.

= The architect and owner must submit an executed copy of their agreement wsing the most
recent and up-to-date AlA documents,
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«  The most commenly used agreement is the lump sum confract, wihich is B101 Standard Form
af Agreamant between the owner and architect with the standard form of architect's services.

¢  KHC cannot approve an open-ended confract thal does not specily the total contract amaount.

3. Final Construction Plans
[Required for all profects)

Refer to Chapter 13: Design and Sonstruciion Beview for mare information about KHC's final
building plan ragquiremants.

4. Final Specifications | Work Write-Up
(Reguired for all projects, excepl rehabiifalion projects of 11 unils or less may submil a work
wrile-up i el of spacifications)

KHC will review the final specifications in conjunction with the final plans. All modifications or
comections will be made during the technical submission stage. If changes occur duning the
review of the final plans that may cause a change In the specifications, the applicant will be
notified of any additional changes or comections thal nesed 1o be made. Refer 1o Chapler 13

Design and Construction Review for more information.

5. Evidence of Plan Submission to Local Building Permit Authority or Kentucky
Department of Housing, Buildings, and Construction
(Required for all projects; affach with plans)

If ne local authority exists in which plans were reviewed by a licensed local code enforcement
official, a letter of approval from the Kentucky Departmaent of Housing. Buildings, and
Caonstruction (HBC) will be required.

The local Department of Housing, Buildings, and Construction [or other local jurisdiction in the
county where the project is located) must review and approve the plans and specifications. If the
kacal jurisdiction has no authority or building inspeclar, the devalapar should ablain approvals
from the Kentucky Department of HBC in Frankfort if the project consists of two or more attached
units {subject to change by policies of HBC), Any changes made by local or state officials must be
reflected on the final plans andfor an addendum will need to be submitied to KHG for final
appraval,

6. REScheck/ICOMcheck Documentation

Applicants for new construction and adaplive reuse projects must submil a REScheck or
COMcheck calculation indicating the proposed design exceeds the 2012 Infernational Energy
Conservation Code. For rehabilitation only projects, the architect or developar must pravide
documentation explaining how the design of the development will provide the most efficient
insulation and healing syslem.

7. Certification of Accessibility*
{Regquired for all projects)

The project architect, general contractor, and project owner must cerlify that the progect design
camplies with all applicabla accessibility requiremants of tha Fair Housing Act of 1988 KHC
Minimurm and Universal Design Standards, Uniform Federal Acceasihility Standards, Section 504
of the Rehabilitation Act of 1973, 2010 Americans with Disabilities Act Accessibility Guidelines,
and any other applicable state or local code.
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8.

EPA Lead Compliance Certification”
(Required for profects with buildings built priar to 1978)

Apphcants proposing the rehabilitation or adaptive reuse of buildings constructed prior to 1978
must submit the EPA Lead Compliance Cerlification form to comply with the Renovation, Repair
and Painting (RRP) Rule,

Effective April 22, 2010, the Environmental Protection Agency (EPA) implemented a lead-based
paint rule that affects every type of rehabilitation work, whether funded privately or federally. The
rule requires contractors and construction professionals that work in pre-1978 housing or child-
occupied facilities to follow lead-safe work practice standards and be certified, Anyone receiving
compensation for renovating, repairing, and painting work in residences built before 1978 that
disturbs painted surfaces is subject 1o the Renovation, Repair, and Painting Rule (RRP). No paid
jobs can disturb painted surfaces in pre-1978 homes or childcare facilities unlass tha firm that is
undertaking the work is certified by the EPA or a state, and the renovator has completed training
and is a certified renovator. KHC requires a self-certification regarding the project’s compliance,

The requirements under the rule apply to maintenance as well as rehabilitation and rencvations.
The following are benchmarks for wark:

# Inside — Ranovation or repair activities wheara six square feat (about the size of a poster) or
more of a painted surface is disturbead.

#« Exterior — Renovation or repair where 20 square feet or more of painted surface (about the

size of a door) is disturbed on the extenar,
=  Window replacement.
# The only exception is when paint is proven lead-free or the job is smaller than & square feet.
» Safe work practices includa:

—  Posting a warning sign.

- Spreading plastic to pick up debris.

- Refraining from sanders or other machines without a filter io prevent the spread of dust,

Cleaning up thoroughly.
- Checking the work area.

Davis-Bacon Wage Rate Reguest*

KHC is the responsible entity for ensuring compliance with Davis-Bacon wage rates for the
following project types:

»  KHC HOME-funded projacts of 12 or more HOME-assisied units
» Projects utilizing Risk-Sharing construction financing on 12 or mora unils

= Projects in which 9 or more units have KHC projeci-based Seclion 8 voucher assistance; nol
applicable to projects that recaived rental assistance through the Performance-Based
Conbtract Adminstration (FECA) program

*  Note: when a local public housing authority (PHA) issues 9 or more project-based Section
8 vauchers (o a progect, the PHA Is the responsible entity for monitoring Lo ensune that
prevailing Davis-Bacon wage rales are adhered 1o and reported. See Federal Register
Val, 78 No. 122 dated Juna 25, 2014 for more information.
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The Davis-Bacon Act requires that laborers be paid an amount not less than the prevailing wage
af the locality as predetermined by the U.S. Secretary of Labor. A project may not be split into
migre than one contract for the sole purpose of avoiding Davis-Bacon requirements. The Davis-
Bacon Wage Rale Request form is located on KHG's websile, www kyhousing.org.

10. Utility Letter(s

For new construciion, adaptive rewse, or rehabllitation projects with newly constructed units,
hatters from the local utility companies indicating the availability and capacity of utilities to the
proposed site must be provided. All connection fees, tap fees, and/or relocation cost, if any, must
be included in the development buedget If off-site utilities are being brought to the site by local
miunicipalities, the letter must inclede the dates the wark will begin and be completed, and the
anticipated cost, along with evidence the local municipality will bear the cost. If the developer is
axtending the utilities to the site, the ulility extension must be complated before KHC funds can
be accessed or the funds must be placed in escrow o assure completion of the utility extension,

11. Subsurface Soils Investigation Report
(Housing Credit and Rizk-Shaning Prajects Only)
Required far:
«  New construction projects of rehabllitation projects with new construction;
«  As desmed necessary by KHC.

A soils engineer must perform the report, including a site plan with the soil boring locations,
testing results, footing designs, and recommendations. Test borings must be performed in critical
areas where buildings are proposed.

Environmental Review Documents

If applicable, submit items 1-7 belew 1o your environmental conlracter and upload via the UFA system
immediately upon recsaipt, even if prior to submitting the rest of the Technical Submission items. Mot
providing these documents in & imely manner could delay the project, since you cannat proceed with the
purchase of the property, start any part of the construction or disturb the soil in any way until the
emvironmental review is complete and an emvirenmental clearance has been issued. The completed
Environmental Review Record (ERR) must be uploaded at the pre-closing stage.

1. Lead-Based Paint Inspection and Assessment = OR = Proof of Abatement
{Rehablitation projects constructed prior fe 1978 and recelving NHTF, HOME, Risk-Sharing, or
FProject-Based Seclian 8 are subject o the lead-based paint reguialions of 24 CFR 35)

Projects built prior fo 1878 musi provide the lead-based paint inspecton and assessmeant
canducted by a certified lead hazard inspector. Proof of prior abatement must be provided if the
praject has had prior abatement of lead-based paint,

2. A-95 Clearinghouse Letter
(Required for HOME, NHTF, and/or Risk-Sharing projects)

If applicable, applicants must submit the Clearinghousa lefler provided by the Kentucky
Department for Local Governmant (DLG) stating the project has gone through the process o
ensura there will be no negative impacts on the environment and has received clearance to move
forward with the environmental review. This letter is received after application has been made o
thie DLG State Clearinghause through the Kentucky Infergovemmental Review Process and will
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provida infarmation regarding further inspections or doecumentation that may be required. The
anvironmental review cannot be completed until the Clearinghouse letter has bean submitted.

Note: To avoid potential project delays, it is very important you read the comments received from
Clearinghouse. This letter serves as the opportunity for many state and federal agencies to
identify any additional requirements they may have for your project.

3. Historic Preservation Clearance Letter
(Required for hisloric preservation projects)
Applicants proposing rehabilitation of historic properties must obtain a historic preservation
clearance letter from the Kentucky Heritage Council's State Historic Preservation Office (SHPO).
Plans and specifications must still meet all KHC Design and Construction reguirements.

Oweners of lederally-lunded projects must conlact SHPO regarding Section 106 requirements il
commaéants have bean included in the Clearinghouse latter that an archeological survey is
necessary or that the structure o be rehabilitated appears to be over 50 years of age or in an
area that is, or is eligible to be, recognized as a Historic District,

4. Part 2, Description of Rehabilitation
(Reguired for projects utilizing federal or sfate historic rehabilitation credif only)

Provide a copy of the completed and appraved Part 2, "Description of Rehabiltation” application
for bath the Federal and State Historle Credits as evidencs of submission to SHPO andior
National Park Service. Refer lo the SHPD website for more information.

5. Phase | Environmental Site Assessment

A Phase | Environmental Site Assesament, which conforms to proper ASTM standards, is
required for all new construction projects consisting of more than four units with HOME, NHTF,
Risk-Sharing, andior Project-Based Section 8 as any portion of funding. KHE may reguest a
Phase | on any project it deems necessary, including these in which an appraisal indicales actual
ar evidance of possible anvironmental liability.

The environmental site assessment determines whether a parcel of land or real estate has the
presence of any hazardous substances of petreleum prodiects, These conditions could be of an
existing release, a past release or a material threat of a release of any products found on the
property or info the ground, ground water, or surface water of the property or surrounding
properiies. The range of contaminants shall be within the scope of Comprehensive Environmental
Response, Compensation, and Liability Act. The scope of this practice includes research and
reporling requirements thal support he user's ability to gualify for the innecent landowrner
defansa. Documantation of all sources, records, and resources ulilized in conducting the inguiry
required by this practice must be provided in the written report. Individuals or agencies musi be
experienced in this field of work and have a current knowledge of all related federal and state law
reguirements. All reports shall be prepared in accordance with the standards set forth In ASTM
E1527 and ASTM E1528. For more information, you may refer bo www.astm_org.

6. Phase |l Environmental Assessmeant
(May be required on projects of 12 units or maora)

The Phase | will indicate if a Phase Il enviranmental assessmaent is raguired. A Phase Il
assessment is only required when there is an item of concemn discovered during the Phasa |,
requiring additional action to further investigate or remedy the problem
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7. Archeological Survey
(If requested by SHPO)

If an archeoclogical survey is required as part of the SHPO review, a list of approved surveyors
can be provided by SHPO. A copy of the survey must be provided to KHC.

Legal Review Documents

1. Tenant Selection Plan
(Required for all profects)

The enant selection plan must be a witten policy o ensure new lenants are selected in
adherence to the owner’s policies and all applicable fedaral requirameants and must describe the
criteria that will be used to identify eligible tenants. The plan must require tenants and
management to comply with Uniform Residential Landlord Tenant Act {URLTA) (refer to Chapier
12: Program Policles) and, if applicable, the process for notifying the local PHA of vacancies to
give priority o households on the PHA's wailing lisl, as well as any olher fenani selection
preferences for which the applicant received points, Additional guidance can be found on KHC's

website, www kyhousing.org,

2. Tenant Lease with KHC Lease Addendums*
(Required for il projects)

A sample of the lease that will be executed between the tenant and cwner must be submitted for
KHC's review. The lease muest contain the KHC HOMENational Housing Trust Fund Lease
Addendum (for projects receiving HOME or NHTF funds) or the standard KHC Lease Addendum
(for all other projects). If governmental approval is required for use of the KHC lease addendums,
such as when using a HUD or RD form lease, it is the owner's responsibility to obfain such
approval before submission of the lease o KHC. Any special provisions refated 1o a lease-
purchase project must also be included in the lease. The KHC lease addendums can be found an
KHC s website, www.kyvhousing.ong.

3. Relocation Plan
(Reguired for all projects invalving exisfing buidings with currenf occupants)

A relocation plan must be provided if the project is rehabilitating existing rental units, even if no
tenants are anticipated to be relocated. The plan must detall If permanent or temporary relocation
will b imvolved, how the relocation will occur, who will pay Tor it and haw the tenant will be
compensated. Anlicipated relocation expanses must be budgeted in the underwriting madel.

Projects utilizing KHC HOME, NHTF, Risk-Sharing, or newly-issued project-based vouchers are
reguired to follow the Uniform Relocation Act (URA). Prajects receiving federal assistance from a
local jurisdiction must pravide approval of the relacation plan by the local jurisdiction. Projects
proposing Housing Credit-only or non-federal KHC funding sources (AHTF or SMAL) only may
refer to KHC s relocation requiremeants in r12: Pr m Palici

4. Guideform Motice of Nondisplacement
(Reguired for rehabilitation prejects with current lenanls in conjunction with HOME, NHTF, Risk-
Sharing, new project-based vouchers, ar the fransfer aof an existing Seclion 8 HAP confract)

This relocation nofice must be provided to tenants of properties rehabilifated in conjunction with
federal funds. The purpose of this nofice is to inform fenants they will rot be required to move
permanently as a result of the rehabilitation. Tenants who move into the property after submission
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af the application must be provided with the Move-In Notice. Refer to HUD Handbook 1378 for
miore information and sample notices. All relocation notices must have documentation of proof of
recaipt by the tenants and be maintained in the tenant file.

5 VAWA Emergency Transfer Plan
(Reqguired for all projects with Federal furds andior Housing Credits)

Developers and managemant companies must develop an Emargency Translar Plan that
provides tenants who are victims of domestic violence, dating violence, sexual assault, or stalking
the ability to request an emergency transfer to another unit, The Emergency Transfer Plan must
comply with the requirements of 24 CFR 5.2005(e).

HUD has developed a model Emergency Transfer Plan (HUD-5381), which property managers
may adapi for their use. The HUD sampla form is available on their website at

https-fewner hud. gowi] ram_officesthousin fvinlence _against women_act. Refer to
Chapter 12; Program Policies, for maore informaticn about protections and notices required under
the Viclence Against Women Act (VAWA).

6. Affirmative Fair Housing Marketing (AFHM) Plan*
(Federal furds only, five units oF mone)

Each applicant is required to carry out an affirmative marketing program to attract prospective
tenants of all minority and nomn-minarity groups in the housing market area regardiess of their
race, color, religion, sex, sexual orientation, national origin, disability, or veteran or familial status.
The AFHM plan must describe the activities during advance markating and the Initial rent-up
pericd. The AFHM plan should ensure thal any groupls) of persens thal are the least likely Lo
apply for this housing withouwt special outreach, know about the housing, feel welcome to apply,
and have the cpportunity fo rent, The AFHM form can be found on KHC's website,

7. Fair Housing Plan
(Federal funds oniy)

Applicants requesting federal funds must submit a fair housing plan that ensuwres that all citizens
in the service anea are aware that affirmatively furthering fair housing i a priorily. A sample fair
housing plan is lecated on KHC's weabsite, www_kyhousing.org.

8. Title VI Self-Survey and Statement of Assurance*
{Fadaral funds only)

Title W1 of the Civil Righis Act of 1964 prohibits discrimination based on race, color, or national
argin, Applcants requesting federal funds must submit a Title VI Self-Survey and Statement of
Assurance, These farms can be found on KHC's website, www kvbousing,org.

9. Section 504 Self-Evaluation™
(Federal furmnds only)

Section 504 of the Rehabilitation Act of 1973 prohibits the exclusion fram, participation in, denial
af the benefils of, or discrimination undeér any program or activity receiving federal financial
assistance of atherwise gualified individuals with disahbilities.

A self-evaluation of all aspects of the crganization, Incleding all bulldings or facilities for physical
accessibility, program aulreach and communication, eligibiity and admission crilera and praclice,
disiribubion and cccupancy policy and practice, pearcantage of accessible units, employmant, and
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camplaint procassing procadures must be prepared by the recipient. A person with disabilities
or a representative from an agency that serves persons with disabilities must assist the
applicant in completing the self-evaluation, It is required that all recipients with 15 or mare
employees keep the evaluation on file for at least 3 years,

A transition plan is mandalory if siructural changes are needad 1o achieva program accassibility.
The plan must be developed with the assistance of individuals with disabilities or organizations
representing them. The plan should identify the physical obstacles that limit accessibility,
including a detailed description of methods used to make facilities accessible and the schedule
for complation. Al structural changes must be made within six months of project funding.

Projects with faderal funds must submit a Section 504 Self-Evaluation with attachmenis (and
transition plan, if applicabla). These forms can be found on KHC's website, www. kyhousing.org.

10. ALTA Survey
(Reguired for all projects with KHC loan funds)

A surveyor licensed in the Commonwealth of Kentucky must complate an ALTA survey. The
survey must be certified to KHC, stamped, sealed, signed by the licensed surveyor, and dated no
maora than 60 days from the date of submission. All surveys must meet the 2021 Minimum
Standard Detail Reguirements for ALTA Surveys and include the indicated items on Table A.
The survey must alse include the following:

= Metes and bounds at a prefermed scale of 1-inch equals 20 feet but no smaller than 1-inch
equals 40 feet.

« For projects utilizing previously platted properties on record, a legal description referencing
the recorded plat, A copy of the plat recording must also be provided.

& For properties not previeusly platted, 8 metes and bounds legal description of the property
line. All easements and rights-of-way must have the metes and bounds In the descripton.

«  HOME, NHTF, and Risk-Sharing projects must include a metes and bounds legal description

& All rights-of-way and easements must be indicated and should have a metes and bounds
descripton and a north armow.

& Al roads, encroachments, setback requirements, and natural drainage ways.
&«  The 100-year flood boundary, any ather floodways, and a wiitten flood zone determination
= Al parking, streets, walks, curbs, dumpster pads, playground areas, etc.

Naote: An electronic copy of the survey may be initially accepled, but KHC reserves the
right to request a hard copy of the survey at any time.

11. Title Commitment
(Required for all prajects with KHC lean funds)

A separate titke commitmeant for each KHC loan must be submitted. KHC will communicata with
the title insurance company to ensure the title policy exceptions, endorsements, and descriptions
are agreed upon, A revised title commitment or proforma policy with the agreed wupon t2rms must
be submilled al pre-closing and dated no mose than 30 days prior 1o the closing date.
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General Documents

1.

Drug-Free Workplace Certification®
{Required for ail projects)
FHC's policy is to promote a drug-free environment for all individuals acquiring KHC-assisted

housing. The Drug-Free Workplace Certification form certifies the project will provide a drug-free
workplace. This form is an KHC s website, www kvhousing.org.

Tax Attorney Opinion Letter indicating eligibility for acquisition credit
[Reguired for Howsing Credit rehabilitation projects requesfing acquisilion credit]

The applicants fax attorney must provide a letter that the project is eligible for acquisition credits,

Internal Revenue Service waiver for troubled projects

(Reguired for Housing Credit projects — if applicable)

Existing projects designated as a “troubded project” by HUD ar RD may request a wakver from the
IRS to the ten-year holding pericd requirement. A copy of ihis waber must be provided to KHC.

Authorized Signature Form”
(Required for all projects with KHC funds)

This form authorizes members of the ownership entity o submit draw requests to KHC. A least
twio different signatures ara required; one person who will submit the draw request and anothar
person whao signs the check disbursing the funds. The same person may not submit the draw and

sign for the disbursement of funds. The signature form must be signed by the top official of the
arganization (koard chair, CEQ, mayor, etc. ), This farm is on KHC's website, waww kyhousing org,

Site and Meighborhood Standards Questionnaire™
(HOME and NHTF new construction prajects omly)

Each recipient of HOME andior NHTF funds must provide housing that is suitabla frem the
standpaoint of facilitating and furthering full comphance with the applicable provisions of Title W of
the Civil Rights Act of 1964 and promates greater choice of housing opportunities, The Site and
Neighborhood Standards Questionnaire must be completed and submitted to KHE for review and
approval prior o release of funds. This form can be found on KHC s websibe, wew kyhousing.org.

Permanent Housing Plan
(Required for al lransitional housing prajects. non-credil omly)

The plan must detail how tenants will progress from transitional to permanent housing, giving
specific examples of housing options available fo the parbicipants, such as preferenca on a
Section & waiting list, permanant wnits set aside at other affordable housing properiies, etc.

Tenant Ownership Plan
[(Reguired for all lease-purchase projects)

The tenant cwnership plan must demenstrate a viable homeownership sirategy for residents to
purchase the units at the end of the 15-year compliance period, and must detall the applicant's
exil siralegy and calculation of the estimated affordable purchase price for the unil and e pre-
purchase counseling that will be required of the tenant. In addition, the plan must clearly show
how the property will be managed during the compliance pericd and how the tenant's down
payment and closing cost obligations will be handled,
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Housing Credit Carryover Documentation

Projects receiving a reservation of Housing Credit must submit additional documentation 1o canry over the
credit into the following year. Cwners must submit carryover documentation to KHC on or before the
Friday prior to Thanksgiving each year; late submission will incur a one-time fee of $1,000. This
fee must be received by KHC fo issue the Camyowver Cerificate.

1.

Dwner/Recipient Information

Recipients of Housing Credits must submit the following:

» Owner and general partner fadaral identification numbers.

= Exact name and addrass of owner as it will appear on IRS Farm 8609,

« Exacl sireel address including zip code for all buildings (include number of buildings).

Partnership Agreement and Certificate of Limited Partnership

The Partnership Agreement govemns relations between the partness, and the Certificate of Limited
Partnership documents the parinership was formed and is a legal entity. This document must be
filad with tha Sacretary of State and a copy of the filed document must be submitted fo KHC.

Estimated project cost breakdown by building
A breakdown af the estimated cost of each building in the project must be submitled.

Ownoer certification of federal, state, or local loans and/or grants®

KHC k= required to ensure that the amount af Housing Credits allocated 1o a project does not
axcead the amounl necassary Tor the financial feasibility of the project. In making this
determination, KHC will consider, among othar things, the amount of subsidy the projact is
recaiving. This form can be found on KHC's weabsite, www kyhousing.org.

Evidence of having incurred more than 10 percent of total project costs or a
written request for 10 percent test extension

Housing Credit projects must place In service by the end of the calendar vear the credits were
allocated or must submit a carmyoves requast. If the project will not place in service bafore thae end
af the allocation calendar year, the owner must submit evidence of having incurred more than 10
percent of the total project cost or submit a written carryover request for an additional 12 months,
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CHAPTER 6: Pre-Construction and Pre-Closing Stages

All loan and aquily closings and execution of funding agreemeants occur after successful completion of the
technical submission stage and final underwriting. Owners must submit additional documentation nofed
bedow for final underwriting and ather documents will be required prior to clesing and the commencement
of construction. Once due dilgence closing calls kave been scheduled with the equity investor and other
partners, the devaloper must include Lheir assigned KHC project specialist an all meeting invilations. KHC
must hawve completed and approved final underwriting before the final reservation of Housing Credits will
be issued andior closing documents prepared by KHC's legal department,

Projects utilizing KHC funds that are combining multiple centiguous parcels of land imo ome project site
musi consolidate the parcels inbo a single recorded dead or plat. If the developer already owns tha sites,
this should occur prior to the closing.

KHC must receive all pre=closing documents no later than 30 days prior to the anticipated closing
date and no closings may be scheduled until KHC has issued its final underwriting approval and
final credit reservation letter (if applicable). Submitting the preclosing stage with missing or
incomplete documents will not satisfy the 30-day notification requirement.

It is the applicant’s responsibility to identify and utilize all KHC-provided forms, which are marked
with an asterisk® and available on KHC s website.

Organizational Documents

Any previously-approved development ieam mamber who has had changes in their organizational
struciure since receipt of their capacity approval letter must submit their crganizational documents via the
UFA at the pre-closing stage. Any development team membser with new principal officersimembers must
also provide resumes for those individuals, Refer 1o Chapler 2: Development Tearn Capacity Application,
for a complete list of required organizational and credit review documants.

Documents Required for Final Underwriting and Closing

Underwriting

1. FEinal Underwriting Model
The project's final underwriting model must reflect all of the final projections for sources and uses,
income, expenses, and the operating proforma. All KHC undensriting comments must be
resolved and the final model must conform to the terms and underwriting assumptions of tha final
limited partmnership agreaement or oparating agreement (Housing Credit projects), all other non-
KHC funding commitments, and any rental assistance andior operating subsidy agreements.

2. Final Draft Limited Partnership Agreement or Operating Agreement
(Housing Credil projects only)

KHC will not issue a final credit resarvation letter without having first reviewed thea final draft of the
limited partnership agreement and all referenced exhibits andior attachments, including the
equity provider's financial projections, which must be in agreement with KHC's final underwriting
miadal. A fully executed copy of the final limited partnership agreement must be provided
to KHC within two weeks of the equity closing.
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3. Agreement to Enter Into a HAP Contract (AHAP)

Projects proposing new project-based vowcher rental assistance must provide an executed copy
af the Agreament to Enter Into a Housing Assistance Paymants (AHAP) contract betwaen the
awner and the public housing agency (PHA) providing the project-based vouchers. This includes
thiee termination of an existing HAF confract and execution of a new confract with the project
awner, If KHE is performing a subsidy layering review (SLR) on behalf of the PHA, the executed
AHAP may be submitted after KHC has transmitted the SLR to HUD, but prior to the closing.

4, Operating Deficit/Replacement Reserve/Tax & Insurance Escrow Certification®

All applicants must cerify that Operating Deficit Reserve, Reserve for Replacement and fax and
insurance escrow accounts have been or will be established, state the amount of the accounts,
and Identify the financial instiution where the accounts will be held.

General

1. Reguest to Draw Funds at Closing

Unless otherwise approved by KHG, draw requests for KHC funds at closing for acquisition costs
or reimbursement of pre-development soft casts are only allowed for KHC equity bridge loan
{EBL) furwds in a Tax-Exempt Bond project or for non-credit projects with a nonprofit owrser,

The applicant must notify KHC in writing if funds will be reguested at closing. For HOME andior
NHTF funds, KHC's draw system cannot be activated until the executed Funding
Agreement has been received at KHC, which must be no less than two (2) weeks prior to
the anticipated closing date. A draw requast must be submitted through the draw managemeant
systam, along with appropriate supporiing documentation for the amounis requested, no less
than five (5) working days prior to the anticipated closing date. Refer to Chapter ¥, Draw Request
Process for Funds at Closing, for morne information.

2. Electronic Funds Transfer/Wiring Authorization Form®
(Reguired for all projects with KHC foan funds)

KHC only disburses funds electronically. All funds to be disbursed at closing must be deposited
into the closing attorney's escrow account by wire for funds. to be available on the day of closing.

Electronic Funds Transfer (EFT) authonzations are required if KHC funds will be drawn during
construction. To recelve funds electronically = either by EFT or wire = the project owner must
raquast an EFT/wire iransfer form from KHC's Accounting Department by sending an email 1o
accou ayablef@kyhousing.org. All forms must be ariginal and will be mailed to you upon
request, The financial institution information section must be completed by your financial
institution and a volded check must be attached for the form to be valid, The original completed
farm, along with the voided check, must be retumed by mail to KHC. Applicants requesling more
than one funding source from KHC who wish to have the funds deposited into different accounts
must complate separate EFTANiring Authorization forms for each account,

To evidence that the project has aranged for electronic funds transfer andlor wiring, a scanned
copy of the completed EFT/\Wiring Autharization form must be uploaded at the pre-closing stage.

3. Owner’'s Employer ldentification Number (EIN)
(Reguired for all projects)

Provide evidence of the ownership entity's employer identification number issued by the IRS.
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4. Owner's Unigue Entity Identifier (UEI) Number and Proof of Registration
(Reguired for HOME, HOME-ARP, NHTF, or Rizk-Sharing projects)

The project owner must obtain a Unigue Entity Identifier (WED) nember from the .S, Genesal
Services Administration (G5A) in the System for &ward Managameant (SAM.gov). The UEI
number and proof of registration must be provided to KHC. Regisfration must be kept current and
updatad annually,

Legal

1. Organizational Documents

If the owner/borrower is a newly-formed entity and has not previously provided organizational
documents, or has amended its organizational documents after their initial submission to KHC,
copies of the organizational documents and any amendments must be provided for the
ownerborrowing entity. Refer to the Organizational and Credit Review Documents section in
Chapler 2 for the reguired documantation.

2. Incumbency and Signatory Certificate or Resolution of Authorized Signatories
(Reguired for all projects with KHC lean funds)

This document is required to confirm the identities, tiles, and authority of the signing officers of
the borrowing entity fo execute all necessary legal documents.

3. Title Commitment and Insured Closing Letter
(Regquired for all projects with KHC foan fundz)

KHC requires a tite commitment or proforma policy for each KHC funding source, The revisesd
litle commitment or proforma policy must be submitled and dated no more than 30 days prior to
the closing date. if multiple funding sources are being used in the project, KHC requires a
proforma policy. If KHC funds will be disbursed at closing, KHC also requires that an Insured
Clesing Letter and proforma policy be issued in its favor by the tithe insurance company.

4. Final ALTA Survey
(Regquired for all prajects with KHC foan funds)

The survey provided during technical submission will be reviewed by KHC to ensure all
raquireaments ara mel and there are no issues with the project site. An alectronic copy of tha final
ALTA survey must be received by KHC no later than 30 days prior to closing and include any
updates or project site changes as requested. All updates or project site changes must be signed
off an by the surveyor,

5. Surveyor's Report
(Required for profects utiizing Risk-Sharing funds only)

A completed surveyor's reporl HUD Form 92457, signed and slamped by a licensed surveyar in
the state of Kentucky, and dated within 30 days of the day of closing must be provided.

6. Verification of Site Control
(Reguired for all projects with KHC loan funds)

Procf the borrower still maintains site control of the property must be provided prior 1o closing.
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« For owned property, If the borrower took tike to the property by deed pror o the closing of the
loan, KHEC must be provided with a copy of the recorded deed.

« For leasehold property, if ihe barrower signed a lease for the propery prior to the closing of
tha loan, KHC must be provided with a copy of the executed lease (and any amendmants).

Note; For federally-funded projects (HOME, NHTF, andior Risk-Sharing), the new owner may not
take legal possession of the property until environmental clearance has been achieved, unless.
the deed transfer or lease was executed prior to submission of the funding application to KHC.

7. Environmental Review Record (ERR})
(Reguired for all projects with HOME andfor NHTF)

When the required anvironmental review is complate and full environmental clearance has been
achieved, a copy of the entire document package utilized by the environmental review confracior
musi be provided to KHC. Closing may not occur until KHC has reviewed and approved the ERR,

Documents Required Prior to the Start of Construction

Al required documents must be reviewsd and approved prior fo construchion shart.

1. Owner and Contractor Agreement
{Required for all projects)

The Owner/Contractor agreement can be executed once the final cost s determined. The
agreameant may be aither the AlA document or HUD's Construction Contract Form, and must ba
signed and dated by the contractor and the owner. The confract must be completely filled owt for
final review and include the following:

= The contract amaunt, which must match the tofal cost on the final cost estimate as well as the
hard costs shown on KHC's underwriting mocel. Cost coningencies may not be included.

*  The dates the construction should begin and be completed.

= Any liguidated damages and the amount per day,

= Reference to the plans, specifications, and any addendums that have been issued.
» Davis-Bacon Wage Rate clause (if applicable).

» Secbon 3 clause (if applicable).

2. Assurance of Completion
(Reguired if KHC funds exceeds 5100,000 or are drawn during construction)

An assurance of completion will not be required i KHC is only providing permanant financing with
funds disbursed at project completion. KHC will determine the adequacy and sufficlency of
assurances of completion.

Assurances of completion shall be in one of thres forms:

a) Payment/Performance bond (AlA document A-312 or the HUD Form 92452) equal to or
greater than 100 percent of the total construction contract amount, Bonds must be ssued
by an insurance company licensed in Kentucky, signed by an aulhorized representalive
af the insurance company, and name KHC as an additional insured on the bond.
Payment and performance bonds are required if KHC is providing a bridge or
construction loan, or for Risk-Sharing loans in which insured advances are provided,
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b} Irrevocable On-Sight Demand Letter of Cradit equal to or greater than 30 percant of the
total amount of KHC funds. The letter of credit must be valid for the duration of the
canstruction period. If it expires prior to construction completion, a new letter of credit
must be submitted extending the term, KHC must be the only named beneficlary of the
letter of credit;, having multiple beneficiaries to the letter of credil is not accaptabla. The
Letter of Cradit may ba drawn upon by KHC in accordance with its terms and conditions.

) Cash deposited with KHC equal fo or greater than 30 parcent of the total KHC funds,

3. Evidence of Proper Insurance
(Required for all projects with KHC funds)

The contractor must provide evidence of worker's compensation, builder's risk, and general
liabiity insurance, which must be in effect during the length of the contract. An insurance
campany bindar s nol sufliciant. KHC must be listed as the primary additional insured on all
builder's risk and general liability insurance certificates when KHC has provided a loan.

4. Building Permit
[Reguired for all projecis)

The confractor must receive & building permit before construction can begin, If the local
jurisdicton does not require a bullding permit, the mayor or county judge executive must provide
a letler of verification.

5. Approval Letter from the Department of Housing, Buildings, and Construction
{If applicatie)

If the local jurisdiction does not issue building permifs, plans must ba submitted to the Kentucky
Department of Housing, Buildings, and Construction, which will issue a letter authorizing the start
aof construction,

6. Construction Inspection Fee
(Housing Credit projectz anly)

Evidence of onling payment of the ona-time construction inspection fee of 1.75% of the annual
Housing Credit allocation amount must be provided prior 1o constrection star

7. Final Cost Estimate
(Required for ail prajects)

The final cost estimate must indicate the actual amount that will be spent on each line iterm during
construction. This document will be ulilized throughout the course of construction for
disbursement of funds. The estimate should nol include sofl coste on any of the line lems. The
total amount of the final cost estimate must match the total of all hard costs included in
the KHC underwriting model.

The cost estimate can be one of three different forms:
» Construction Cost Breakdown HUD Form 2328
= Schedule of Values, AlA Document G702 and GT03
« KHC's Application and Certificate for PFayment Form

Owners must apply the correct cost with the line itemn that best describas the wark.
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Applicants/owners are also required to enter the construction cost breakdown from the final cost
astimate into the UFA system under the “other aclions” dropdown menu. Full instructions for
completing this requirement can be found in the FAQ section of the UFA,

8. Construction Schedule

The construction scheduls must outline the anticipated completion benchmarks and targeted
placed-in-service date of the project. Benchmarks should be measured In terms of weeks/monihs
from the date of the loan andior equily clasing (e.g.. 25 percent complation within 3 months of
loan closing, placed-in-service within 12 months of loan closing, etc.).

9, Pre-construction Conference Form*
[Required for all prajects)

At the pre-construction conference, the developer will be required fo provide the KHC Pra-
construction Conference form, which will be signed by the developer, contractor and KHC
conslruclion specialisl. When all pre-construction documents have been approved and the
applicable closings have occurred, the assigned KHC program specialist will executa the boltom
af the Pre-construction Conference form, which will constitute the Motice to Procesd with

construction. Refer to Chapter 13: Design and Construction Review for more informatian,

10. KHC Project Review Agreement”
(Required for all projecis)
All projects are subject 1o inspection by KHC. All applicants are required e sign the Project

Review Agreement, which cutlines the applicant's and KHC s roles and responsibiliiies
throughout the inspecton process.
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CHAPTER 7: Closing and Construction Stage

No loan andfor equity closings may be scheduled until KHC has approved all the required pre-
construction and pre-closing documeantation and isswed its final underwriting approval. KHC will determineg
the cloging date and timeline for any KHC loan funds, Any costs associated with the closing, including
recording and legal fees, are the responsibllity of the borrower,

There are threa different types of clesings that can occur on a Risk-Sharing loan:

+ |nitial Clozing: If Risk-Sharing funds will be used duning construction, there will be a separate
closing of the consiruction loan.

« Final Closing (Insured Advance). Once construction of a project that had an initial closing is
completa, there will be a final closing to convert the construction loan to a permanant loan.

« |Insured Upon Completion: When a project will only use Risk-Sharing funds as a parmanent koan
source, the permanant closing will occur after construction is complete. At this time, KHC only
offers Risk-Sharing funds as an insured upon completion permanent loan,

Each of the three different closings has separate checklists of the documentation needed for the clasing.

Loan Closing Information

KHC will prepare & draft of its loan closing documents, which are sent to the owner's counsel, along with
infermation regarding KHC's closing procedures, a Form of Opinlen of Borrower's Counsel, and the
marked-up title cormnmitment for each KHC funding sourca.

KHC s legal staff will work with owner's counsel on any revisions to the closing documeants that may be
needed. Once a final version is agreed upon by all parties and all conditions to closing have been met,
KHC's legal staff will request a copy of the updated title insurance commitment and send a closing
instruction letter, along with execution drafts of the closing documents, 1o the owner's counsel.

The chosing may not occur until KHC has received and approved a draft of the Opinion of Bormower's
Counsel and the agreement of owner's counsel o issue the title pelicy, or if owner's counsel is not issuing
the title policy, the agreement of the titke agent issuing the policy that the palicy will be issuad in
confarmance with the marked-up tithe commitmant for tithe insurance provided 1o owner's counsel.

Caonstruction cannat commence until KHC has received the original, signed and recorded closing
documents, including a copy of the recorded deed, unless KHC has authorized an “early start.”

Closing Documents Delivery

Executed originals of all KHC lean documents and coples of all documents sent for recording must be
deliverad o KHC within 48 hours of closing. Criginal recorded documents must be deliverad 1o KHC
within two weeks of closing along with the original of the loan paolicy of fitle insurance. KHC will mot
disburse loan proceeds, other than amournts pre-approved by KHC for proparty acquisition, undil these
conditions are met. Al post-closing document deliveries should be addressed fo:

Kentucky Housing Corporation
Le-gal Department, Attn: Post Closing
1231 Louisville Road
Frankfort, KY 40601
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Post-Closing Document Submission

I addition o the document deliveries noted above, the following documents must be uploaded Lo the
Univarsal Funding Application (UFA) system within two weeks of the closing:

1. Copy of Deed or Lease
{Required for all projects)

A copy of the executed and recorded deed or executed properly lease (as applicable) must be

pravided after closing and prios o construction start. I the propery will ransler ownership, the
dead must show tha transfer and be executed and recorded.

Neote: For federally-funded projects (HOME, NHTF, and Risk-Sharing), the new cwner may not
take legal possession of the property until after environmental clearance has been achieved,
uriless the deed transfer or lease was executed prior lo submission of the application to KHC for
funding.

2. Executed Limited Partnership Agreement or Operating Agreement
(Reguired for all Housing Credif projects)

A copy of the fully executed limited partnership agreement ar operating agreement, as well as all
exhibits and attachments referenced in the agreement, must be provided, The executed
agresment may not be materially different than the final draft agreement reviewed by KHC,
unless previously approved by KHC.

Draw Request Process for Funds at Closing

Unless otherwise approved by KHC, draw reguests for KHC funds at closing for acquisition costs ar
reimbursament of pre-development soft cosls are only allowed for KHT equity bridge loan (EBL) funds in
a Tax-Exempt Bond project ar for non-credit projects with a nonprofit owner/developer. Owners must
notify the KHC project specialist during the pre-construction/pre-closing stage of the request to draw
funds at closing. The closing draw must inclede all closing fees due to KHC that were not received prior o
closing {e.g., lean orgination fee, processing fees, ate.).

KHC must receive the executed Funding Agreement and Exhibit A at least two weeks prior fo the
intended closing date for non-credit projects requesting HOME funds at clesing. The project specialist will
provide notification when the draw system has been activated and available 1o submit a Program Funding
Draw Request must be submitted, with tha closing aliornay's wiring instructions and all documeantation
supporting the amount(s) requested.

KHC will not redease funds requested at loan cdosing untl KHC recalves copies of the exacuted koan
decuments and has approved the executed closing statement. KHC will nat release subsequent draw
requasts until the original recorded documents have been retumed.

Construction Stage

Once the project has closed on all funding sources andior Housing Credil equity and all pre-construction
documeantation has been approved, KHC will issus the Notice to Proceed, which is the devalopear's
authorization 1o begin construction, Refer to Chapter 13- Design and Construction Review for more
information about the required pre-construction conference, Motice o Proceed, consiruction inspections,
change orders, and the process for reguesting funds during construction,
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CHAPTER B: Construction Completion/Placed-In-Service Stage

All projects are required to submit final close out documentation, which may include project completion
reports, cerificates of occupancy, and final draws. If Risk-Sharing funds are being ulilized, there will be a
final clpsing for an insured-upon-completion loan, and additional documentation may be required, When
necessary, certaln documents may be forwarded to an outside agency (e.q., HUD) for approval before the
funds for the final draw can be released.

A final inspection will be conducted by the architect (if applicable), the contractor, and KHC's construction
speclalist. The final Inspection will cover all interior and exterior items. A final punch list of items still
needing completion will be submitted by the architect and provided to the construclion specialist. & follow-
up inspeciion will be conducted to varify all punch st items have bean addressed and completed. KHC
will ot release the 10 percent retainage held during the construction phase until a final inspection report
showing all punch list items have been completed and all project completion documents are received and
approved. Risk-Sharing projects are also required 1o be inspecied one year after construction completion.
Owners may nol submil the construction completion'placed in serice stage until KHC has issued a 100
percent completa final inspection, with no outstanding follow up items.

Required Documents

Owners musl submil the following itams afler complation for KHC 1o close cut the project and release any
remaining funds that are held for retainage andfor issue the IRS Form{s) 8609, as applicable. It is the
applicant’s responsibility to identify and utilize all KHC-provided forms, marked with an asterisk®.

1. Final As-Built Survey
(Reguired for profects utiizing Risk-Shanng funds oniy)

A survey prepared by a surveyor licensed in Kentucky must show all conditions as they exist after
construction is completed, all ulilibes, easements, rights-of-way, and setbacks. The survey must
have the surveyor's signature, stamp, and seal, and be dated within 120 days,

2. Certificate of Substantial Completion, Application and Certification for Payment,
and Continuation Sheet (AlA G704, GT02, and GT03)
(Required for profects of 12 units or maore, or if an archifect was involved)

The architect shall ssue a Certificate of Substantial Completion (Al4 GT04) and executed coples
af the final Application and Cerlificate for Payment (AlA G702) and Continuation Shaet (AlS,
&T03), which breaks the contract sum into portions of work in accordance with a schedule of
values utilizing CS1 format.

3. Certificate of Occupancy
(Required for all prafects)
Owmners must provide a Certificate of Cccupancy from the local jurisdiction for each building in the
project, or if the jursdiclion doss nol issue carlilicales of occupancy, a leller rom he Kenlucky
Department of Housing, Buildings, and Construction.

4. Termite Certificate
(Reguired for all new construction projects)

A termite cerfificate ulilizing HUD Forms NPMA-85-A and MPMA-98-B issued by a licensed peast
control company must be provided as evidence the building{s) and surrounding foundation(s)
were traated to prevent termite infeatation, Refer to KHC's Termite Control Services/Commercial
Applicator Licensing requirements for more information.
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. Termite Inspection Report
(Required for all rehabiitation and adapiive reuse projects)

A termite inspection repart ulilizing HUD Form NPMA-33 from a licensed pest confral company
must be provided as evidance the building(s) were inspected for the presence of tarmites, and if
found, that the building(s) were treated for termite infestation. Refer to KHC's Termite Control
Services/Commercial Applicator Licensing requirements for more information,

6. Proof of Lead-Based Paint Abatement and Clearance
(Reguired for profects bolt poor fo 1978 and funded with HOME, NHTF, Risk-Sharing, and

Project-Based Section 8)

A copy of the Certificate of Clearance provided by the abatement company must bea provided as
praof that the presence of lead has been remediated,

7. Project Completion Report (PCR)*
[Reguired for projects funded with HOME andior NHTF)

The PCR s required to repaort project information, performance measures, final sourcas of funds
and usa of HOME/NHTF funds, and designation of the fixed or fleating HOME units at initial
occupancy. Cnly the HOMEMHTF units are shown on the report. If all HOME/NHTF units have
not leased up at submission, the PCR must be resubmitted until all HOME/MHTF units
have been leased. Tha total activity cost must maich the tolal project cost on the Final Funds
Expenditure Staternent.

KHC will not release the final retainage of HOME/NHTF funds until after receipt of the complated
PCR and Final Funds Expenditure Statement. All documents needed 1o complete the PCR can
be found on KHC's wabsiba, www.kyhousing.org.

8. Final Funds Expenditure Statement*
(Required for projects funded with HOME and/or NHTF)

The Final Funds Expenditure Statement is a reporting of the final uses of all funding sources, If
twa different funding sources are used far one line lem, the amount allocated to each funding
sowrce must be braken cul. The olal project cost must match e tolal activily cost on the PCR.

9. Section 3 Report*
(Required for profects funded with HOME, NHTF, andior Risk-Sharing)
Seclion 3 reporling i5 required annually during censtruction and al praject complation regarding
any amployment, job training, contracling and subconfracting opporiunities given to kow- and very
low-income persons as a result of the HUD funds used for the project. ANl confracts and
subcontracts for projects with combined HUD assistance of $200,000 or more must contain a
clause regarding the Section 3 reguirement. Refer 1o HUD's Section 3 webpage for mone
information and guidance.

10. Minority Business Enterprise/Women Business Enterprise (MBE'WBE) Report*
(Requirad for projects funded with HOME, NHTF, andior Risk-Sharing)

The MBEMWEE report identifies the confracts awarded to minority and female businesses, The
MEBEE section reports the racial classification and number of contracts and the associated amount
awarded to minority contractors and subcontractors, The WEBE section reports the gender
classifications and number of contracls and the associaled amount awarded lo contraciors and
subcontractors.
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11. Equal Empleyment Opportunities Commission (EEQC) Certificate*
(Reguired for Housing Credit profects with mo KHC HOME, NHTF, andfor Risk-Sharing funds)
The EECC cerificate is a report certifying the contracts swarded to minority- and female-owned
businesses. In addition, developers are required to report their efforts to hire minarity- and
women-owned businesses,

The MBE (Minority Business Enterprisas) section reports the racial classification and the numbear
of contracis and their associated amount awardead to minonty confractors and subconfractors.
The WBE (Women Business Enterprises) section reporis the gender classifications and number
of conlracts and thair associated amount awarded 1o contractors and subcontractons,

EEOLC carlificates are not required if & Housing Credit project was required to submit the
MBEWEE report dus to KHC HOME, NHTF, ar Risk-Sharing funds,

12. Kantucky-Based and Disadvantaged Business Participation Certification”

Apphicants who pledged the participation in the project of Kentucky-based and/or disadvantaged
businesses must complate and submit the cerification farm for each participating business, along
with an executed copy of the contract or invoice evidencing their paricipation was for at least
$1,000 in materials or sarvices. If the business was not previously identified at application, a copy
of the appropriate cerfifications must also be provided with the completed farmi(s).

13. Copy of Most Recent Property Tax Bill
(Reguired if KHC will be escrowing for laxes)

A copy of the most recent property tax bill will be used to establish the amount to be collected and
placed in the escrow account for future property tax bills,

14. Final Property Insurance Declaration Page

Declaration page from the final propery insurance palicy B reguired if KHE has a mortgage on
thi property oF will be escrowing for insurance. The anmual premium amount will be used 1o
astablish the amount thal needs to be collecled and placed in the escrow account for fulure
inaurance bills. KHC must be listed as an additional insured on the policy. Cwners may remowve
construction insurance from the property once construction is complete and the property
insurance is in place.

15. Copy of Managemeant Contract
(For projects uliizing a managerman! comparny)

A copy of the management contract batween the owner and the management company is
required for compliance monitoring purposes.

16. Operating Deficit Reserve/Reserve for ReplacementiTax and Insurance Escrow
Certification*

Owniers must provide the certification if not submitted at the pre-closing stage or if it has changed,
an updated copy must be provided. All applicants must cerlify that Operating Deficit Reserve and
Reserve for Replacement accounts have been established and identify the banking institution and
amount of the reserve accounts, Owners must also identify where the tax and insurance escrow
accounts will be held.
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17. Final Cost Certification
(Required for profects uiiizing Risk-Sharing)

Upan complation, an independent Certified Public Accaunting firm shall subrmit a cost cerlification
af all development costs, including a cost breakdown by building and a sources and uses of funds
statement. Construction hard costs must be based on a schedule of values using CS| format.

For Rigk-Sharing projects, the cost certification will be used to determine the maximum insurable
mortgage. A closing date will not be schedubed until the cost carification has been approved.

Applcants are also required fo enfer the construction cost breakdown from the final cost
certification into the UFA system under the “other actions” dropdown menu. Full instructions for
completng this requirement can be found in the FAQ section of the UFA,

18. Building Addresses for All Buildings

The exact street address, city. and zip code is required for each building,

19. Marketing Quality Photos of the Property

To help promaote the successes of the housing programs KHC administers, marketing guality
phatos of the compleled project must be submitted, including:

s propery signage,
+  building exteriors,

= amenites,

s COMmMOn space, and

= interior of a typical unit(s)

KHC may usa these pholos in reporls, promotional materials, or olher decuments; therelare, il is
necassary that the guality of the photos be suitable for these purposes. Please submit photos

that represent your project in the best possible way and that you would be proud to
feature on a website, in national publications, award submissions, etc.

20. AHTF/SMAL Close Out Form*
(Required for profects funded with AHTF or SMAL)

A separate close oul form must be completed to verify the tolal amounts of AHTF andior SMAL
funds expended for the project.

21. Executed Housing Assistance Payments (HAP] Contract

Faor projects proposing new project-based voucher rental assistance, a copy of the fully executed
HAP contract must be provided, This includes the termination of any existing HAP contract for
prajecl-based vouchers and execulion of a new conlracl between the public housing agency and
the project owner.
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CHAPTER 9: Land Use Restriction Agreement and 8609 Stage

Aftar the construction completion'placed in sarvice stage has been submitled and approved, owners of
Housing Cradit projects must submit the following additional documentation to obtain the Land Use
Restriction Agreement (LURA) as well as the IRS Formis) 8509 na later than & months from the project's
oconstruction completion date, as evidenced by a certificate of occupancy or an architect's cerlificate of
substantial completion (if rehabilitation). Due to the Thanksgiving and Christmas holidays, projects that
will require issuance of the LURA and B609 bafore the end of the calendar year must have all
documentation submitted by November 1, including approval of the construction completion/placed in
service stage.

KHC will prepare the LURA using the information provided and will be mailed to the owner for signature
and recording, Once it is retumed, the original IRS Formis) 8609 will be mailed to the owner for both the 4
percent and 9 percent credit allocated to each building, The LURABE09 stage will not open in the UFA
system until KHC has received and approved all of the reguired construction completion
documents. |ssuance of the BE0Es may be delayed i all required project complation documeants have not
bean submitted and approved, and’or if the project has not successfully passed a final inspection by

KHC. At a minimum, owners should anticipate at least 30-80 days for KHC to complete the LURA and
5609 process. It is the applicant's responsibllity to identify and utilize all KHC-provided forms,
which are marked with an asterisk®.

1. Final Cost Certifications {Owner and Contractor)

Upon completion, an independent Certified Public Accaunting firm shall submit a cost certification
of all final development costs, including a cost breakdown by building, as wall as olher costs
incurrad. All costs must be separated betwean land, syndication activities, and projact
depreciable costs. Construction hard costs must be based on a schedule of values using G5
format. All cost certifications must be prepared in accordance with KHC's Cost Certification
Guidelines.

Applicants/owners are also required to enter the construction cost breakdown from the final cost
estimate inta the UFA system under the “other actions” dropdown menu. Full instructions for
completing this requirement can be found in the FAQ section of the UFA,

2. Housing Credit Rate Lock Agreement

If the: project cwner elected to enter inta a Housing Credit rate lock agreement, a copy of the
executed agreament must be submitted for msuance of the IRS Formis) BE09.

3. Building Information Grid*

Project owners must complete the building information grid with the exact address of each
building and the pertinent charactenstics of each building, including a breakdown of the
acquisition aligible basis and constructionimehabilitation eligible basis atiributable 1o each building.

4, Updated Final KHC Underwriting Model

An updated version of KHC s final underwriting model that reflects the final sources and uses of
funds must be provided. The scurces and uses must agree with the final cost cerification,

3. Owner Certification of Federal, State or Local Subsidy”

The owner must sign and submit a Cerification of Federal, State or Local Subsidy.
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6.

9,

Title Insurance Policy

An owner's or lender's title insurance policy for the property must be submitted. The infarmation
in the tile palicy provided will ba used to delermine if there are ather lenders that will be requined
to sign the LURA.

Title Endorsement or Attorney Opinion Letter

An endorsement to the title or a itk altormay's opinian latter that updates tha tithe from the time aof
the policy to the date of the BE0SLURA request must be submitted. The endorsemeant or
attarney’s letter must be dated no more than 15 days from the date of the BE09/LURA request,

Tax Information Authorization Form 8821

Prior fo the issuance of the IRS Formis) B809, owners must submit a signed Form BE21, Tax
Information Authorization, to the IRS with a copy o KHC,

Certification of Sources & Uses Form*

A completed Certification of the Sources and Uses form signed by the owner and
syndicator'equity provider must be submitted,

10. Architect's Final Form G702/G703

An architect must complete the Certificate for Payment (Al& GT02) and Continuation Sheet (AlA
G703}, which breaks the contract sum into portions of work in accordancs with a schedule of
values utilizing S5 farmal.

11. Resolution/Consent Authorizing Execution of the LURA

Provide & resolution or consent, as appropriate, indicating that the individual executing the LURA
has authority 1o do so. A resolulion or consent authorizing the individual to execute all documents
relevant to the iransaction may be provided, bul is subject to review and accaplance by KHC.

12. Updated Organizational Documants

If any changes have been made since the preciosing stage, the owner must provide an updated
organizalional charl and governing documants of controlling entities and include thae current
annual report from the Kentucky Secretary of State website for each entity within the ownership
siruciure,
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CHAPTER 10: Funding Sources and Requirements

The following program requiremeants are not intended to ba an all-inclusive list of all requirements of each
program, but are intended for guidance and information when selecting a funding source. Contact your
program specialist with any questions,

Special notes applicable to all KHC funding sources:

s Al projects invobding current lenants (regardiass of whether or not the lenants will be relocated)
must submit a relocation plan. Documentation that the applicable relocation nofices have baen
provided to the tenants will be required.

+« Each KHC funding source may require a separate deed restriction to be recorded against tha
property. The terms of the deed restriction(s) may vary by funding source.

* Except for Risk-Sharing loans, KHC funds may not be used to pay any fees, interast, loan
balances, or other amounts due to KHC, unless otherwise approved by KHC,

HOME Investment Fartnerships (HOME) Program

HOME funding is considered gap financing only. Applications requesting the entire development cost
in HOME furds will he considered only a5 a last resor,
+« Eligible applicants for HOME funds are nonprofit and for-profit entities.

& Al HOME-funded projects are subject to all requirements of the HOME Final Rule, as amended,
at 24 CFR, Part 92,

+  The following local jurisdictions recelve a direct allocation of HOME funds. Projects located in
thess areas are nol aligible 1o apply for KHC-administered state HOME funds and should apply to
the applicabla local jurisdiction for HOME funds.

o City af Owensboro
Merged governments of Lexingion/Fayette County
Merged governments of Louisville/Jefferson County

The consortium of the cities of Bellevue, Covington, Dayton, Edanger. Ludlow, and
Mewport,

(= = T -]

*  HOME projects must be completed within the timeframes outlined in the funding
agreement.

+  HOME rental units must be leased in a timely manner, within 3 to § months of project completion.
If the HOME wnits are nod leased wilhin this timelrame, the project owner andlor management
agant will ba required to provide documentation of their marketing efforis to lease the units. Par a
HUD mandate, any HOME units not leased after 18 months will be subject to termination
and repayment of all HOME funds invested,

«  Eligible rental activities are limited 1o new construction, acquisition with new construction,
acqguisitan with rehabilitation, and rehabilitation of existing rental units.

« Al HOME-assisted housing must meet KHC, state, and local standards, and the applicable
properly standards at 24 CFR, 92.251.

«  HOME funds can be used for consiruction and permanent morgage loans, Refinancing or
acquisilion anly are inelgible uses.
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+  HOME funds may not be used to fund replacement reserves, operating deficit reserves,
administration costs, stand-alone community buildings, or off-site project costs. HOME
funds shall ba used for eligible soft cosis and/or construction costs only, including developer fees,
which are capped at current KHC limits.

#  The minimum affordability period requirements for the HOME program are as follows.,

o Rehabiliation < $15.000 per HOME unit 5 years
2z Rehabiltation = $15.000 - $40,000 per HOME unil 10 years
o Rehabiltation = $40.000 per HOME unit 15 years

Mew construction or acguisition 20 years

+ A deed restriction securing the affordability pericd will be recorded against the assisted praperty.
Even If the HOME loan |s pald off early, the restriction will remaln in effect for the apphcable term.

*  The HOME maximum per-unit subsidy limits apply to rental units. The actual subsidy provided will
be subject Lo cost containment and subsidy layering analysis.

« Al HOME moniloning/reporting requirements apply throughaul the affordability period. All HOME-
funded developments must comply with 24 CFF, Part 92,

*  HOME funds are provided in the form of an amorlizing loan, deferred loan (due al maturily), of a
forgivable loan (forgiven at maturity). Forgivable loans will only be considered for non-credit
projects with nonprofit cwners that demaonstrate the need for such a loan and cannat suppart any
debt service. For HUD 202/811 projects only, KHC may approve the use of deed restrictions in
lizu of a morlgage o secure the HOME loan on a case-by-case basis. Interes! rales on lcans are
flaxible and the loan term, at a minimum, must be agual to the required affordability period, but
may not be more than 30 years. Interast will mot be charged during the constrection period.

= HOME-funded projecis must adhere to the leasa provisions of 24 CFR 82 253 and leases cannot
contain the prohibited lease terms confained therein nor require tenants io accept supportive
senvices as a condition of tenancy. Cwners are required to give tenants 8 minimum 30-day notice
of lease lerminalion oF ron-remewal, and anly for sefious oF repeatad violation of ke terms and
conditions of the lease; violation of applicable federal, state or local law; or for other good cause.

= An envirenmental review is required and shall be carried oul following the National
Environmantal Policy Act of 1969, and ralatad laws, in accordance with 24 CFR, Part 58. The
applicant is responsible for contracting with a KHC-approved Envirenmental Complian
Provider to perform the environmental review. More information about HOME environmental
reguirements can be found on HUD's websile.

«  Davis-Bacon Act wage rate requirements apply 1o contracts for the development of 12 or more
HOME-assisted units. The Davis-Bacon Act requires thatl workers receive no less than the
prewvailing wages being paid for similar work in the locality. Prevailing wages are computed by the
LI.5. Department of Labor and are issued in the form of a Federal Wage Determination,which lisis
each classification of worker on the project and the rates that must be paid o each

« Sectlon 3 reporting is required for all projects that receive a combined total of 3200000 or
more of HUD assistance (including HOME, NHTF, CDBG, etc.). HUD published a new Final Rule
at 24 CFR, Part 75 that bacame affective November 30, 2020.

Covered projects must report information regarding any employment, job fraining, contracting and
subcontracting opportunities given to low- and very low-income persons a3 a result of the HUD
funds used for the project, specifically tracking the number of labor hours worked . Reporting is
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required annually during construction and at project completion. HUD has established bwo
benchmarks for Section 3 compliance:

1. At least 25% of the total labor hours worked on the project are by Section 3 workers; and

2. Al least 5% of the total labor hours worked on the project are by Targeled Section 3
workars.

Praojects that fail o mest thesa benchmarks must document the efforts taken to comply in their
Secbon 3 reporing.

Refer to HUD's Section 3 webpage for mone information and guidance,

HOME Financial Requirements

& HOME loans (deferred, forgiven, or amortizing) are recourse loans.

« For projects of 11 units or less, a vacancy rate of 10% should be projected. and for projects of 12
units ar more, 8 7% vacansy rate should be projected,

« Al proposed developments requesting HOME funds are required to provide a minimum of 5%
HOME -edigible match of the fotal HOME funds requested, Match information can be found in
Chapter 11: Underwriting Reguirements.

«  For units designated as low-HOME that also receive Project-Based Rental Assistance, the
maximum rent may be either the low-HOME rent or the renl allowable under the Project-Based
Rental Assistance program, provided tha tenant pays no maore than 30% of their adjusted gross
income toward rent, To achieve a greater cash flow, the Project-Based rents may be more
advantageous. However, note that this optien does not apply to high-HOME units or to units
recaiving Tenant-Based Rental Assistance.

«  Projects with less than five HOME-assisted units must have all HOME units occupled by
households at or balow 0% AMI. Projects with fve or more HOME-assisted unils must have at
least 20% of the HOME units occupied by housseholds at or below 50% AMI.

» HOME-assisted projects must designate a proportionate number of units as HOME units based
an the percentage of HOME funds compared o total development cost. If the project has five or
micre HOME units, 20% of the HOME units must be at the low HOME rentfincome limit or less,
The remainder of the designated HOME unils cannol exceed the high HOME renlincorme Brmil.

Example: HOME amount requested: S200,000
Divided by tolal project cost: + §2.000 0040
HOME percentage: 15%
Todal rental unils 30 unils
HOME percentage: x _15%
HOME wmits: = & (4.5 but always round up)

If the formula caleulates less than fve units, then all units may remain at the Righ HOME rent
lewel. If five or more, 20% of that amount must be rented at the low HOME rent.

Tolal HOME units 5 unils
¥ _20%
Total low HOME wnifs: = T1.00

{Any fraction of ame unft must be rounded to one Wit}
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I this instanca, the project must have at least one unit rented at tha low-HOME rant. Tha high
and low HOME units must be proporbonately distributed by unit type. Using the example above of
four units at high HOME rent and one at low HOME rent, the distribution is as follows:

30 fotal wnits:  1-BR units = 12, 3-BR units = 18

The HOME percentage as shown above is 15 parcant. This percentage is applied to aach
bedroom type.

12 X 15% = 1.8, therefore two (2) 1-6R units

18 X 15% = 2.7, therefore three {3) 2-BR umts

«  The subsidy per-unit test determines if the amount of HOME requested s within the required
lirmits. Multiply the HOME units by bedroom type by the applicable HOME subsidy Emit.

Exampile: HOME subsidy fimit: 1-BR 5161, 738
3-BR  $254,431
Requested HOME lban: F300,000
Project located in Frankfort
2 (1BR) units X §161,738 = $323,476
3(3BR) units X $254,431 = 763,293
Total allowable subsidy £1,086,769

The requested $200,000 HOME subsidy does not exceed the allowable limit,

« At the time of application, the applicant will be required to select “fixed” ar “foating” HOME units.

# Fixed: Whan HOME units are “fived,” the specific units thal received HOME assistance,
and are therafore subject fo HOME rent and occupancy requirements, are permanenily
designated and never changa.

# Floating: When HOME units are “floating,” the HOME units may change over time as long
as the total number of HOME units remains constant, The floating designation provides
Nexibility in assigning units and can help aveid stigmatizing the HOME-assisled unils.

Rafer to KHC's website, www_kyhousing.org, for the HOME maximum rent and income limits.
Conflict of Interest

Mo owner, developer, or spansor of HOME-assisted housing, including their officers, employees, agenis,
ar consultants, may occupy @ HOME-assisted unit in a development. The provisions do not apply to:

a. Anindividual receiving HOME funds to acguire or rehatslitate his/her principal residence,

b.  Anindividual living in a HOME-assisted rental housing development where he'she is a project
manager or a maintenance worker in that
development,

KHC may grant exceptions to this conflict of interest provision (for gowverning owners, developers, and
zpensors of HOME-assisted housing) on a case-by-case bases based an the following factors:

= ‘Whether the person receiving the benefit is a member of a group or class of low-Income
persons intended to be the beneficianes of assisted housing, and the exceplion will permit
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him ar har fo recaive generally the same interest or banafits as are being made available ar
provided to the group as a whole.

= Whether the person has withdrawn from his or her functions or responsibilifies or the
decision-making process with respect to the specific assisted housing in question.

» Whether the tenant protection requirements of CFR 82,253 (prohibited lease terms,
termination of tenancy, and tenant selection) are being aobserved.

* Whether the affirmative markefing requirements are being cbserved and followed,

= Any other factor KHC deems relevant, including the timing of the requested exception,
HOME Compliance Requirements

# [f iha legal documents belwean KHC and the project owner require annual financial
statements, a compilation of the annual financial statements for the project only (must not
include ather agency funds/activities, the project would have its own balance sheet, income
statement, and cash flow staterment) will be required within 120 days of the end of the project's
fiscal year. This should be a full disclosure compilation or audit conducted by a cedified public
accountant. It should include a balance sheet, profit and loss (income statement), and
statement of cash flows. If an agency is required to submit an audit under the Single Audit Act,
OMB Circular 4133, KHC will accept the agency-wide audit but may ask for additional project-
specific informatian if it s neceszary o evaluate the stability of the project. Financial
statements must be mailed o KHC s Assel Managemant Department within 120 days of tha
close of the project’s fiscal year end. Mew projects that have bean placed in service must
provide monthly reports as required by Asset Management, Failure to submit the required
annual financial statements will be considered by KHC in future funding proposals.

« Separate from the KHC requirements, nonprofits and Iocal government applicants that have
expended $500,000 or more in aggregate of federal funds, including HOME funds, during its
fiscal yaar must procure and have complated annual audiis in the form of CPA-prepared
financial statements with management letter within 120 days after the close of the applicant’s
fiscal year. These financial statements must include a balance sheet, operating statements,
source and use of funds statement, Schedule of Expenditures of Federal Awards, and
sulficient supposting schedules, Audits must also be conducted in accordance with the
provisions of OMB Circular A-133 and the Singla Audit Act of 19946_ If the applicant has drawn
F500,000 or more of federal funds in their fiscal year, the awdit must be submitted to the Audit
Clearinghouse, Any agency that has a finding in such audit must submit 3 copy of that audit to
KHC and provide evidence thal the finding has been corrected oF i beang correcled.

«  Each HOME unit must remain in comgpliance with HS throughout the affordability period.
HOE guidelines are oullined in 24 CFR § 982 401, Owners are respoensible for inspecting each
unit annually and retaining documeantation of the inspection in each tanant’s fila.

» Each HOME-assistad unit must ensure continued afordability to low-income families. It is the
owner's responsibility to ensure that the HOME rent limits are not exceeded for the duration of
the afferdabdlity period. If the project also recebved funding from Housing Credits, Historic
Housing Credits, or any other funding source, the most restictive of the limitations applies.

» KHC requires that 100 percent of all HOME-assisted rental units serve households at or below
G0 percent of the AMI at the time the family moves in. I more than five unils ane assisted wilh
HOME funds, 80 parcant of the units must be reserved for households al or balow 60 percent
of the AMI and charged the high HOME rent or Fair Market Rent (FMR), whichever is less.

The other 20 percent of the units must be reserved for households at or below 50 percent of
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fha AMI and charged the low HOME rent or FMR, whichaver is less. KHC will update its
Bultifamily Programs web page each year with the new releases for rent and income limits.

» [f residents of HOME rental units are recaiving Tenant-Based Saction 8 rental assistance, tha
applicable HOME rent limit may be less than the Section § FMR; however, the gross rent may
not exceed the applicable HOME rent limit unless the unit is recelving Project-Based Section &
rental assislance, the household = 50% or less AMI, and is designated a law HOME unit.

«  When leasing mixed funding projects, cwnersimanagers must assure:

# A sufficiant number of unils are leased or hald available for lease to HOME-aligible tenants
to mest the how- and very-low income targeting requirements of the program.

# Rents charged to tenants in the HOME units are within the high and low HOME rent limits
published by HUD

= If & project iz utilizing both Housing Credits and HOME, the t2nant's rent may never excead
the Housing Credit program limits, regardless of the household's income,

= HOME rents may decrease. While project rent levels are nod required io decrease below the
HOME rent limils in eflect al the time the HOME Funding Agreement is execuled, a change in
market condifions may force owners to réduce tha HOME rents to retain lenants.

# Tha Annual Parformance Report is required yearly for developmants utilizing HOME funds
pnce all funds have been drawn and construction is completed.

#« Onwners must maintain records for five years after the project completion date. Records of
individual tenant income verifications, project rent, and project inspections must be retainad for
the most recent five-year penod, until five years afier expiration of the affordability period.

= Owners must provide pericdic repons as required by KHC.

Mafional Housing Trust Fund (NHTF)

NHTF funds are considered gap financing and shall only be provided as a recourse loan. HUD has
not yet issued a fimal rule for NHTF program administration; however, intenim guidance is available at 24
CFR. Paris 91 and 93. The NHTF program was modeled afier the HOME program; therefore, KHE will
apply all the HOME regulations to NHTF except for the following:

+  Affordability Period: NHTF always requires a 30-year affordabllity period regardiess of actvity
type or amount of NHTF investment.

« Davis-Bacon Wage Rabte Requirements: Davis-Bacon wage rales do nol apply.
+ Incomes to Be Served: The income of the targeted population canncd exceed 30% AMI.

s+ Income and Rent Limits: NHTF utilizes separate income and rent imits which are available on
KHC's website www. kyhousing.org.

+«  Match Requirement: NHTF dogs nol have a malehing funds reguirement,

s  Environmental Review: The envircnmental provisions for mew construction and rehabilitation
thal are required far NHTF projecls under the Properly Standards at 24 CFR § 93.301{0(1) and
(2} are similar to the environmental review reguirements under 24 CFR Part 50 and Part 58 for
the HOME program. HUD has published CPD Motice 16-14 that provides guidance on how to
meet the HTF envircnmental provigions. The Notice alao explains how environmental reviews

under 24 CFR Part 50 and Part 58 must meel the NHTF environmental pravisions when
combining MHTF with other HUD funding sources. Projects combining NHTF with HOME or
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other federal funds must complete a separate environmental review process for each
source of funds. More information on environmental requirements for MHTF funds can be found

an HUD's website,
Affordable Housing Trust Fund (AHTF)

AHTF funds are considered gap financing only.

= Eligible applicants are nonprofit organizations.

# The nonprofit organization must be at least 51% of the ownership entity and materially
participate in the project for the term of the loan.

» Monprofits must be registered and in good standing with the Kentucky Secrefary of State.

= Monprofits may not be affiliated with or controlbad by any for-praofit antity and one of the
axempt purposes of the nonprofit must include the fostering of low-income housing,

» Monprofits must meet the criteria defined as material participation in IRC Section 469(R) if
combining AHTF with Housing Credits,
» Eligible activities include acquisition/new consiruction, acquisition with rehakilitation, andfor
new construction of very low-income rental developments, AHTF funds have three priorities:
1. Mew construction projects.
2. Projecls using exisling privalely-owned housing stock.
3. Projects using existing publicly-owned housing stock.

» The affordability pericd for rental projects is 30 years. A daed restriction will be recorded
against the property 1o secure the affordability period. If the AHTF koan is paid off early, the
recorded deed restriction will remain in effect.

& KHC shall require at least 40% of all ARTF funds to be used for rural areas, as defined by the
U.5. Department of Agriculture Rural Development (RD). Applicants can determine if the
proparty is in a rural area by accessing the D Property Eligibility Site, *Multi Family Housing”
and then enter the properly address.

» |n combination with the above activities, owners can use AHTF o fund upfront sarvices to
residents, including budgeting and life skills developmeant, homeownership counseling, tenant
education, and self-sufficiency development, However, ongoing support services to keep
clienits in housing are not eligible activities,

=  AHTF funds are provided in the form of an amortizing loan, deferred loan (due at maturity) or
a forgivable loan (forgiven at maturity). KHC will consider forgivable loans enly for projects
with that demonstrate the need for such a loan and cannot support any deblt sarvica.

= Praference will be givan 1o projects serving households below 30% AMI. However, AHTF
may serve households up to 0% AMI. Owners can refer to the AHTF Income Chart to find
the maximum income limits used for the AHTF program, This chart can be found on KHC's
website, K ing.org.

« ‘While there are no published rent limits for AHTF, the propesed rents should be proportionate
with the income level being served, unless rental assistance & being provided. Since there
ara no published AHTF rent limits, the HOME rent char should be usad as a guide,
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AHTF Financial Requirements

AHTF loans are non-recourse.

The amount of developer fee (including any fees for consulting services) pakd for with AHTF
funds cannot exceed 7.5 percent of the tolal AHTF award for the project.

Interest rates are flexible and start at zero percent. KHC will not charge interest during the
conslruction period.

Lean terms shall not exceed 30 years,

For projects of 11 units o less, a vacancy rate of 10 percent should be projected, and for
projects al 12 unils or more, a 7 parcent vacancy rale should be prajecled,

AHTF Compliance Requirements

If a progect s receiving AHTF anly, the ownermanager must verify and document the tenant's
ineorme at inikal mave-in and o recedtily the tenant's income annually o delesmine that the
rent being charged is affordable as compared 1o the population being sarved. [(Although not
required, the industry morm to define affordability is 30 percent of a household's monthly
income). The Section 8 method for verifying income is not required for AHTF-only projects,
but the same verification method must be used for all tenants.

If the: begal documents between KHG and the project awner require annual financial
slalements, the praject would be required Lo submil compiled annual inancial stalements
within 120 days after the and of the project’s fiscal year. Thesae statements must be prepared
by a third-party certified public accountant and sent to KHC's Asset Management and
Compliance Department. Failure to submit the required annual financial statements will be
considerad by KHC in future funding proposals.

Owners must provide penodic reports as required by KHC,

Small Multifamily Affordable Loan (SMAL) Program

Eligible applicants may be nonpraofit arganizations, for-profit entities, and units of local
governmeant.

SMAL can be used for construction loans andfor permanent mortgage loans. Interest rates
are the same for both construction and permanent financing.

Projects cannoct exceed 11 units. The total number of units on contiguous lots may not
exceed 11 units,

Eligiole rental activities are new construction, substantial rehabilitation, acquisition/new
construction, and acquisition with rehabilitation,

SMAL funds cannot be used for refinancing

Eligible households must have incomes at or below 120 percent of the Section & area median
income (AW limits,

Remnts for the project should not exceed the lesser of the SMAL rent limit, the project area's
markel rent, or 30 percent of the Income level of the targeted population.

SMAL funds must be combined with KHC HOME or AHTF funds.,
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« When combining SMAL funds with ather KHZ loan funds, the amount of the SMAL loan may
not be less than the amount of the HOME andéor AMTF loan, as applicable. The maximum
HOME and AHTF loan requirements still apply.

SMAL Program Financial Reguirements

«  SMAL loans are recourse loans.

& The maximum loan ameunl requested cannot excead an parcent loan-lo-value or the loan
amount supported by a 1.20 DCR in year one (whichever is lower). The DCR musl remain at
or above a 1.0 throughout the affordability period.

= Applicants may not request an interest rate lower than 3.5 parcant. KHC will determine the
rate the project can suppart.

=  |nterest-only payments will be due during the term of the construction perod,
# The term of the loan shall not exceed 30 years.

# A deed restriction will be recorded against the properly for the ife of the loan. If the SMAL
loan is paid off early, the deed resfriction will remain in effect for the arginal term of the loan.

» KHC will charge an origination fee of 1 percent of the morigage amount to be paid at closing.
# The vacancy rata for this program will be projectad at 10 percent.

#  Owners must keap supportive sarvices separate from the housing componeant and income
from services cannot be used to pay dabt service.

# The pro-rata share of SMAL to the total development cosis determines the number of units
that must meet the SMAL income and rent requirements.

Example: SMAL lan: $500,000
Taotal project cost: + HE00,000
SMAL percentage: B2.5%
Total rental unis: 11
SMAL Percentage: X B25%
SMAL units: = G875 (always round up)

The number of required SMAL units would be seven (7).

Rafer to the SMAL Rent and Income chart for the maximem rent and income limits for this program.
These can be found on KHC s website, www. kvhousing.ong.

SMAL Compliance Requireaments

Cwners must submit annual compiled financial statements, on the project only, to KHC within 120 days of
the end of the projects fiscal year. The compilation shall be prepared by a third party certified public
accountant in aceordance with generally accepled auditing standards and government auditing
standards. Ownars must pravide pariodic reports as reguired by KHC. Refer lo KHC's websile,
www_kyhousing.org, for additional requirements.
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Risk-Sharing

Risk-Sharing is a mortgage insurance program in which the risk is shared between KHC and HUD. There
are two approval levels, As a Level | participant, KHC would share in 50 peroent of the risk with HUD. As
a Level |l participant, KHC would share in 25 percent of the risk with HUD.

Requirements for the Risk-Sharing program are:

Multifamily projects must be five units or more.
#» Risk-Sharing may only be used for permanent loans. Construction financing is ineligible,

= Risk-Sharing funds must be used in conjunction with the Low-Income Housing Tax
Credit Program.

= Eligible applicants are nonprofit and for-profit entities.

= Eligible rental activities are limited o new construction, acquisition with new construction,
acquisition with substantial rehabilitation, substantial rehabilitation, and adaptive reuse,

=  The ownership must be in the form of a single-asset entity, Each principal, as defined in
Chapter 4 of the HUD Handbook 4590.01 REV-1, must disclose all past participation in HUD-
FHA programs (except single family home mortgages) and the nature of thelr proposed
project, by completing the HUD 2530 form (PDF warsion) or through the Active Parlners
Performance System (APPS). Limited liability investor entities associated with the project
must complate the ldentification and Certification of Eligible Limited Liability Investors form
and upload with the project's technical submission documents.

= Al projects must qualify as affordable rental housing and meet one of the fallowing

¥ 20 percent or maore of the units musi be both rent-resiricted and cccupied by persans
whose income is 50 percent or less of the AMI as determined by HUD, with
adjusiments for househald size; or

¥ A percent or maore of the units must be both rent-resfricted and occupied by persons
whose income is 80 percent or less of the AMI as determined by HUD, with

adjustments for househald size.
« "Rent-restricted” means that gross rent for a unit does not exceed 30 percent of the imputed
limitation applicable 1o such umit,
# Because the Risk-Sharing Program does not have published rent and income limits,
the Housing Credit rent and income limits ane used.

= The affordability pericd shall be equal to the term of the Risk-Sharing lcan and secured by a
deed restriction recarded against the property for the affordability perod. If the Risk-Sharing
loan is paid off early, the recorded deed restriction will remain in effect

+ A envirenmental review is required and shall be carfied out following the Mational
Environmental Policy Act of 1969 in accordance with 24 CFR, Part 58. The borrower is
responsible for contracting with a KHC-approved Environmental Complian rvice Provider
1o perform the review,

&  Loan procesds fram the Risk-Sharing closing cannat be disbursed until KHC has received the
recorded loan documents and final endorsement of the loan from HUD.
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«  The Davis-Bacon Act wage rate requirements apply 10 new construction and substantial
rehabilitation projects of 12 or more units when the Risk-Sharing Program s used for
construction financing. Because KHC only offars Risk-Sharing as permanant financing.
Davis-Bacon requirements do nat apply.

Risk-Sharing Financial Requirements

# The maximum loan amount cannot exceed $2,000,000.

®  The maximum loan amount requested cannol excesad 90 percent loan o valuse, as
determined by the appraisal during the technical submission stage.

# The loan term may be up to 40 years,

» Loans must ba amortized over the term of the maortgage.
»  The morlgage musl be in first ban position.

= Risk-Sharing loans are non-recourse loans.

*  Rizk-Sharing loans must have a minimum debt coverage ratio of 1.25 in year one and must
remain pasitive through year 15.

= For projects of 11 wnils o less, a vacancy rale of 10 percent should be projected and for
projects of 12 units or more, a 7 parcent vacancy rate should be used.

» Risk-Sharing funds may not be used (o pay any portion of the developar fea.

= A monthly Mertgage Insurance Premium (MIP) of 0.5 percent will automalically be calculated
in the underwriting model.

= Applicants should assume a taxable interest loan rate, exclusive of MIP, subjact to market
changes.

# KHC will maintain and control the reserve for replacement (R4R) and tax and insurance
esSCrow accounts.,

Risk-Sharing Compliance Requirements

= All projects must be audited annually in conformance with the HUD Consolidated Audit
Guide. Audits must be submitted to KHC no later than April 1 of the following year.

= Al Risk-Shanng loan documents will include a regulatory agreemeant.

= Risk-Sharing projects must adhere to all compliance monitoring procedures.

85

Annual Action Plan 284
2023

OMB Control No: 2506-0117 (exp. 09/30/2021)



CHAPTER 11: Underwriting Requirements

Requirements for Underwriting

Fallowing is a summary of some of the criteria KHC will consider when underwriting the project. This list is
notl intended to be all-inclusive and KHS may review and require documentation on any faclor from amy
funding sourca that may have an impact on the projact's budget and financial performance.

1. KHC may modify the amounts and terms of any KHC resources requested based on its
analysis of the project’s underwriting model and supparting documents.

2. KHC amortizing, permanent loans shall have monthly debt service payments. HOME, NHTF,
and AHTF loans do nol accrue interest during the construction pericd.

3. SMAL and Risk-Sharing loans will be amortizing loans.
4, HOME, NHTF, and AHTF loans may be structured as amortizing or deferred, due-at-maturity.

5. Forgivable HOME, NHTF, ar AHTF loans will gnly be considerad for projects with nonprofit
awmers that demonstrate the need for such a loan and cannat support any debl service,

G, KHC funds will be in first lien position unlass otherwise approved prior to closing.

7. The maximum combined loan to value (CLTV) ratio may not exceed 100 percent for all
permanent loans, as determined in the appraisal.

8. To ensure that governmental assistance Is provided only in an amount to make the project
financially viabde, KHC will conduct a subsidy layering review on all projects when there is a
combination of any of the following funding sources: HOME, NHTF, Risk-Sharing, Housing
Credits, or new Project-Based Section & {including project-based vouchers). Refer to the
Subsidy Layvering Review section for more infarmation.

9. The construction contingancy may not exceed 10 percent of tatal construction hard costs,
axcluding propary acquisition. Applicants nol reguesling a conlingancy must axplain tha
rationale and is respansible for the cost of any change orders cccurring during construction
Far new construction projects, contingency should atways be less than 10 percent (in maost
cases, less than 5 percent). For rehabllitation projects, the contingency should generally be
minimized by in-depth sludies and avaluations that should be conducted as part of the
devalopar's due diligance in preparing the application.

10, The construction contingency is set aside for unforeseen cost overruns, To draw
contingency funds, a change arder must be prepared and approved by both the inspector and
plan reviewar al the time the change is deemad necessary. Change orders submitted after
the wark is complate will not be approved. KHC will racapiure any unused contingency funds
and modify tha lean documents accordingly. Soft cost contingencies are not allowed.

11. The required DCR in year one must be a minimum of 1.20, except for Risk-Sharing projects
which must achieve a minimum 1.25 DCR in year one. All projects must maintain a DCR of
1.10 or greater through year 15. Housing Credit only projects must adhere to the DCR
requirements astablished by an investor or governmental entity if the investor or
governmeantal entity accepts a lower DCR, which must be reflacted in either the syndication
agreement or documentation from the governmental entity. In addition, the investor or
governmental entity must provide ils 15-year proforma. Projects requesting KHC funds
must maintain positive cash flow (1.0 or greater) through the applicable term of
affordability.

&6

Annual Action Plan 285
2023

OMB Control No: 2506-0117 (exp. 09/30/2021)



12,

13

14,

15.

16,

17.

18,

All projects with declining cash flows and DCRs that are approaching a DCR of 1.10 in ar
before year 15 must provide an explanation and documentation that sufficient funds will ba
available to support and maintain the praject for a minimum of 15 years.

For all Housing Credit projects, the masimum amount of credit far which the project is eligible
i Ihe lesser of the equily gap test, the eradit per unil tesl, or the gualified basis lesl, as
calculated on the *Housing Credit” tab of the KHC undarwriting modeal.

Housing Credit projects proposing a qualified Community Service Facility (CSF)} must be
located in a Qualfied Census Tract (QCT). The eligible basis atiributable fo the CSF canmot
exceed 25 percent af the project’s olal eligible basis (without any basis boost) and the Lotal
project developmant cost cannot exceed $15 million. The costs associated with the CSF must
be itemized on a separate uses statement contained within KHC s underwriting model and
those costs will net be considered in the cost containment calculation,

Projects comtaining commercial space must itemize the associated commercial space costs
an a separale uses slatemeant contained within KHC s underwriting model and those costs
will not ba considerad in the cost containment calculation. Owners may not use KHC
resources io pay for any costs associated with commercial space.

Applicants must allocate any project-related fees or soft costs associated with a CSF or
commercial space on a pro-rata basls, or the actual amount of the soft cost, if it s specific to
the space. A disproportionate share of fees and soft costs may not be allocated o the C5F or
commercial space far the purposes of adhering to the cost containment limits,

KHC has published historical operating expense data by county for projects in KHC's
portfolio. The proposed operating expenses must be supported and fall within 31,000 +/- of
KHC's most current historical per unil, per year calculation (excluding utilities) for the project
county. Applicants musi provide a justification for expenses outside either of these ranges. If
the county does not have histarical data, applicants should wuse the data of a similar
neighboring county. Applicants must enter the county utilized and the amount of the most
current historical expense data, excluding wlilities, on the expenses page of the underwriting
maodal. The operaling expense databasa is located on KHC's wabsila, wew kyhousing.org.

Management fees should be comparable 1o market fees and should not exceed 8.5 percent
of effective gross income. Smaller projects andlor special needs projects, which may require
a fee higher than 8.5%, must provide justfication for the higher percentage and receive
appraval from KHC.

Housing Credit Per-Unit Limits

Thee maximum annual Housing Credit allocation for all projects, excluding Tax-Exempt Bond projects with
4% Housing Cradit, cannol excead tha amount as delermined by the per-unit limit calculatian.

Urban Areas

The Housing Credit allocation for projects lecated in urtxan areas will be limited to $15,000 per Housing
Credit unit except for projects located in QCTs or DDASs, as designated by the secrefary of the U5,
Dapartment of Housing and Urban Developmant; Choicae Meighborhoods; historic’adaptive reuse projects;
new construction projects located in areas of opportunity; or projects located in areas defined by KHC as
needing an increase in basis, which will be limited o $19,500 per Housing Credit unit,
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Rural Areas (Any area outside of the urban areas as defined by RD is considered rural)

The Housing Credit allocation for projects located in rural areas will be limited to $17,000 per Housing
Credit unit except for projects located in QCTs or DDAs, as designated by the LS, Deparimeant of
Houwsing and Urban Developmant; hislonc/adaptive reuse prajects, projects located in the Promise Zone
counties (Ball, Clay, Harlan, Knox, Leslia, Lelcher, Perry and part of Whitley); or projects localed in areas
defined by KHC as needing an increase in basis, which will ba limited to $§22, 000 per Housing Cradit unit.

Rural Area Example:  Subsidy limit; 17,000
F22.000 (f in a DDA, QCT, or ather KHC-defined area)
40 total units, not in any of the bonus areas

40 x $17,000 = $680,000

Housing Credit Limit with 130 Percent Basis Boost

Maodificafions to Definition of Eligible Basis (130 Percent Rule, Qualified Census Tract, Difficult
Dewvelopment Area and Areas Defined by KHC)

The IRS slipulates cerlain areas as QCTs and DDAS. These areas ane designaled as areas thal are
difficult io devalop or are defined as census tracts in which 50 percent or mora of the housaholds ara at-
ar-balow 60 percent of the area median income, as well as census tracis with a poverty rate of 25 percent
ar higher.

The Housing and Economic Recovery &ct of 2008, H.R. 3221 (HERA), provides slate Housing Credil
agencies the ability to enhance the credit to any building as nesded to be financially feasible.

KHC will allocate and undersrite Housing Credits at the fixed 9.00% and 4.00% credit rates. All 9 percent
Housing Credits projects are eligible for the 30 percent basis boost as deemed necessary in the sole
discration of KHC. However, Tax-Exempt Bond prajects with 4 percent Housing Credits must be located
ina QCT or DDA to qualify for the basis boost and acguisition basis is not eligible for the boost.

At lzsuance of IRS Form(s) 8609, KHC will only apply the amount of boost necessary to support the credit
allocation {up to a maximum af 30%); no additional boost will be granted. In the event the agresmeant
between the owner and the investor contains downward adjuster language, it is the owner's responsibility
to cover any shortfall in equity that may result from downward adjusters,

Qualified Census Tracts (QCTs) and Difficult Development Areas (DDAs)

The current listing of GCTs and DDWAs can ba found on HUD's website. KHC will utilize the most current
listings in effect as published by HUD,

Community Service Facility

A Community Service Facility {C3F) is a space that can be used for purposes to improve the quality of life
for community residents including, but not limited fo, child daycare, senior programs, and job fraining
provided such services are appropriate and helpful to low-income individuals in the project area. A CSF is
defined as a facllity to primarily serve low-income individuals in the community whose income s 60
percent ar less of area median income. Use of the CSF may not be limited to project residants only; it
must be available to any low-income individual in the community. The C5F must be located on the same
fract of land as at least one of the buildings in the project, If fees are charged for services provided, they
must be affordable to individuals whose income is 60 percent or less of area median income
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Housing Cradit projects ulilizing a CSF describad under IRS Ravenua Ruling 2003-77 may be enfitled fo
include the costs associated with 8 CSF in the calculation of the project’s tofal eligible basis. The Housing
and Economic Recovery Act of 2008 increased the percentage of the CSF eligible basis with respect to
which the Low-Income Housing Tax Credit may be claimed. No additional credit is awarded for the CSF
becavse the aligible basis altributed o the CSF costs is included in the project’s otal eligible basis.

Housing Credit projects proposing a CSF must be located in a QCT. The eligible basis atinbutable o the
C3F cannot exceed 25 percent of the project’s tatal eligible basis (without any basis boost), and the total
project development cost cannot exceed 315 million. The costs associated wilh the CSF must be broken
aut on a separate Uses Statement within KHC s underwriting moedel and those costs will not ba
considered when ensuring a project is within KHC s cost containment limits. This provision is limited o
buildings located in QCTs only,

HOME & AHTF Match

Owners must secura 8 minimum of § percent match for KHC HOME and AHTF funds.

For AHTF funds, any non-KHC financing source may be eligible, including, but nat limited to:

* Private bank financing +»  Gapfinancing from any non-KHC

= Donated materials, labor, or services SEENEN

s Waived or reduced fees or taxes +  Owner equity

KHC funds, or funds administered by KHC, cannot be used to meet the maitch requirement.
Eligible match saurces for HOME funds must be permanent, non-federal cantributions as follows:
« Cash contributions. Excludes proceeds from Housing Credits and any other owner equity.

« Donation/below-market sale of real property. To document the value of property donated
or sold at below market value, it must be appraised by an independent, certified appraiser in
conformance with established and generally recognized appralsal practices and procedures.
If the propearty will not be donated but will be sold for balow-market value, tha match amount
is the difference between the appraised value and the sale price of the property and must be
documented with a copy of the appraisal and a copy of the purchase contract. A siatement
miust be attached from the owner/seller stating that the propery was donated or sold for
below-markel value as a conlribution to affordable housing.

* Donated construction materials. The letter of commitment must include the method of
calculating the valua of donated matenals and documentation of its actual caost.

= Volunteer labor. Valued al $10 per hour unless classified as professicnal’skilled labor, such
as ebectrical or plumbing, which may be valued at documenied market rate. For projects
proposing skilled labor, document the current market hourly rate and method of calculation.
For projects propesing unskilled volunteer labor, attach a letter from the cooardinating
volunteer agency {church graup, civic group, elc.) stating the commitment, including the
numbear of hours, when vaolunieer labor will be parformed and cost par hour. Mote that there is
a maximum of 3,500 hours per unit for volunteer labor and actual hours worked must be
documented, Volunteer labor from the owner, of related parties of the cwner, is not eligible,

«  Waived fees and taxes. If a project participant (other than the developer/owner) or local
jurisdiction agress to walve or reduce a cuslomary fee or tax associated with the project, the
devaloper may secure a letter from the provider that identifies the customary amount of the
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fee or tax and the amount to be waived or reduced. If a local properly valualion assassor
{PWVA) agrees to reduce the properly taxes based on the restricted rents versus the market
value, the net present value of the tax reduction is match eligible. The PVA must provide a
letter stating what the market rate taxes would be and what the reduced tax bill will be based
on the restricted rents. along with a caleulation of the net present value of the Lax savings.
The net presant value of tha difference betweaen the tax rates may be counted as match.

Ineligible HOME Match Scurces

= Danations of equity, cash, real praperty, goods, materials, labor, services, fees, or any other
contributions that originate from the project ewner, or any entity in which the owner {or
any member of the ownership entity) has an identity of interest.

« Contributions paid for or reimbursed by a federal source.

«  Any expenses funded with CHOO proceeds are ineligible because CHDO proceeds are
derived from HOME funds.

Refer to HUD CPD Motice 97-03 for more detailed information,

I umigue circumstances, KHC may waive the malch requirement if no eligibhe match can be secured and
he developer can documant thair afforls to secure eligible malch.

Subsidy Layering Review

A subsidy layering review (SLR]) will be required cn all projects that receive, aither directly or indirectly,
financial assistance from the U.5. Department of Agriculiure Rural Development (RD) or tha LS.
Department of Housing and Urban Developmeant (HUD), KHC is required to follow guidelines established
by RD and HUD with respact to the review of the financial assistance provided to the project,

The subsidy layering review will include a review of the amaount of olher govermmenial assistance, the
amount of equity capital contributed to a project by investors, and a review of project costs including
developer's fees, consultant fees, contractor's profit, syndication costs, etc. Refer to the

Compliance Checks tab of the undersriting model for additional subsidy layering requirements,

Projects combining new Projeci-Based Rental Assistance with other federal funding sources are required
by HUD fo complete a SLR. The public housing authority (PHA) that provides the rental assistance must
camplete the SLR; however, if a local PHA wishes to have KHG complete the SLRE, the PHA must submit
a wnithen request to KHC, along with additional documentation as required by HUD, Projects subject o a
HUD subsidy layernng review must meet all the HUD safe harbor limits (as noted on the Compliance
Checks tab of KHC s underariting model), with no exceptions. The PHA is also responsible for ensuring
that the applicable environmental review is completed before submitting the subsidy layering request to
KHC. The PHA must also provide to KHC a copy of HUD's approval to enter into the AHAP. Please note,
KHC will net submit the SLR to HUD until final underwriting has been approved.

Market Studies
KHC maintaing an Approved Market Analyst List from which developers must sebect an appropriate firm,

The markel studyineeds analysis will be reviewed 1o determing i a need exists in the proposed market
area for the number of units and the unil configuration. This nead musl exist without adversely affacting
ather affordable housing in the same market area.
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A market study/needs analysis is only valid for six months from the date of the study/analysis. All market
studies must adhere o KHC s market study requirements. Market analysts submitting a report that
materially fails to comply with KHC's requirements or is otherwise unacceptable may, at the sole
discretion of KHC, be removed fram the list,

If more than one project in a given jurisdiction is awarded Housing Credits and/or other KHC resources,
KHC may require the lower scoring projects to update the project’'s market study to consider the other
projects funded in that jurisdiction and any impact on the market's need for the units proposed in their
project. Updated marke! studies must be submilted to KHC within 60 days of the preliminary award letter.

Applicants/developars will enter into a contract for servicas direcily wilh the market analyst and, except far
questions about KHC standards andior requirements, the applicant/developer shall be responsible for
handling all issues related io the market analysis, including negetating the price of the contracted work,
Althowgh the applicant'developer is responsible for engaging the market analyst, the report shall identify
KHC as the intendad user to provide KHC a basis for investment and lean undensriting decisions.

The capture rate will be one method of datermining market need, but will not ba the only factor. Overall
vacancy rates in the area will be considered, as well as the rent level being proposed and how it
compares to market-achievable rents. The overall recommendation of the market analyst will also be
considered. Typically, a caplure rale of 30 percent or below is acceplable. If the caplure rale is higher,
thera may be compensating factors that would make the project acceptable. These daterminations will ba
made on & case-by-case basis.

The market study must provide the required information for the scoring categories applicable o the

project and identify the supporting information as indicated in the scoring workisook, Portfalio transactons
musl submil a separate markat study for each property.

Appraisals

Apphcants must submit an appraisal from a KHC-approved appraiser when KHC s total loan amaunt
{including due at maturily and forgivable loans) is $250,000 or mese. KHC may request an appraisal on
any project utilizing KHC funds. Appraisals must identify KHC as the intended user and adhere o KHC's
appraisal requiremenis, including recognition of the favorable financing value of any below-market
subsidy financing; however, the financing must be an arm's length transaction. The acguisition cost on
the underwriting model cannol exceed the appraised value of siles 1o be acquired and the appraised
valua of leasad sites cannot be applied to the acquisition cost of purchased sites. Appraisals ordered for
anather lender or from a non-KHC approved appraiser are not acceptable; however, the KHC appraisal
may authorize ancther user of the KHC appraisal.

An appraisal is only valid for ene year from the date of the appraisal. All appraisals must adhere to KHC's
appraisal requiremenis. Appraisers submitting a report that materially fails to comply with KHC's
requirements or is ctherwise unacceptable may, at the sole discretion of KHC, be removed from the list.

Housing Credit projects requesting acguisiion credil must provide an apprasal with the “as-is" markel
value of the building fo support the building basis, and a separate site value for the land. Appraisals for
Housing Cradit only projects (no KHC funds) do not need to meet KHC's appraizal guidelines in regard fo
formatting and layout or need to be ondered from a KHC-approved appraiser; however, the appraisal must
provide a separate value for the land and name KHC as an intended user. Any variations from KHC s
undenwriling standards used in the appraisal musi be approved by KHC during the application slage. If a
sacond appraisal is obtained for another funder, KHC must receive a copy of the sacond appraisal for
comparison. The developer will need to have large discrepancies addressed by both appraisers.
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Cost Containment

KHC has adopted cost containment guidelines to evaluate the tatal development cost for all projects. The
applicable cost comainment limits must be entered in the undensriting model.
The total developmeant cost must not excesad the applicable cost containment limit. For exampla:
*  11-unit elderly new construction, non-elevator project located in Franklin County
» 5 one-bedroom units and & wo-bedroom units
« Tolal development cost of 51,200,000
Cast containment limits: 1BR = §157,805; 2BR = 5180.316
Therefore:  Five 1-BR X 5157 805 =% 789025
Six 2-BR X 51903116 = 51,141 6%
Maximum cost containment limit: $1,930.821
The total developmant cost of $1,200,000 is below the cost containmant limit of 51,930,921,

Note: Cosis associated with commercial space or @ Community Service Facility in & Housing Cradit
project located in a Qualified Census Tract will not be considered in the cost containment calculation,

The cost containment limits are an KHC's website, www kyhousing org,

Maximum Allowable Fees

All fees must be within KHC's limits, It is the cwner's respensibility to ensure that construction contracts
are written in such a way that the maximum fee limits are not exceeded under any circumstances.
Maximum allowabde fees are based on total hard cast, less contingency, general requirements, bullder's
overhaad. and builder's profil, and are calculated as follows:
« General requirements equals:
Genaral requirements = (Total Hard Cost — Contingency — {General Requiremants, Builder's
Overhead and Builder's Profit))
Construction management fees are part of General Requirements and must be included with
general reguirements and cannol exceed the general requirermnent percentage.
s Builder's overfead equals:
Builder's Overtead + (Todal Hard Cost — Contingency — (General Requirerments, Builder's
Owverhead and Builder's Profit))
+« Builder's profit equals:
Builder's Profit + (Tatal Hard Cost — Contingency — (General Requirements, Builder's Ovarhead
and Builder's Profit))

Maximum allowable fees are based on the folal development cost as shown below:

Total Development Cost | General Requirements | Buillder's Overhead Builder's Profit
$250,000 and lass 6% 7% 12%
$251,000 - 750,000 5%, B9 B9
£751,000 and greater 6% 2% 6%
a2
Annual Action Plan 291
2023

OMB Control No: 2506-0117 (exp. 09/30/2021)



Developer Fee

The allowable developer fee for 9 percent Housing Credit progects and non-credit projects is based on the
lotal number of units created or rehabilitated In the project. Developer fees must be the lesser of the total
per unit amaont listed balow or $1,200,000. Consulting fees are considered part of the developer fea. The
developer fee may not be increased from the amount requested in the initial application.

Con ;f:ctinn Rehabilitation H is?:r?:' tl-!t:i antl:i.;::':inn
First 15 units £20.000 $20,000 $23,500
Mext 30 units H17.000 £15,000 F22,500
Mext 30 units $12.000 312,000 318,500
Units above 75 $7.,000 57,000 58,000

Developer Fee — Tax-Exempt Bond Projects

The developer fee on Tax-Exempt Bond projects may not exceed 20 percent of the total development
cost per property, minus the following deductions:

a. Developer fae
b. Caonsultant fee

c.  Any fees resembling developer or consulting fees

The developer fee may not be increased if project costs increase after submission of the full application to
KHC: however, the developer fee will be reduced if project costs decrease.

Deferred Developer Fee

KHC is currantly not requiring applicants to defar any developer fes to request KHC HOME, NHTF. or
AHTF funds; however, KHC reservas the right to reinstate this policy in future funding rounds,

I Howsing Credit projects, If the developer s deferring a partion of the developer fee o be paikd from
project income after it has been placed-in-gervice, the deferred portion must be abde to be repaid within
the first ten years of operation, except for Tax-Exempt Bond transactions which may extend tha
repayment term to the full 15 years allowed by the IRS. The pro farma of KHC s undenariting moded will
calculate the amount of deferred developer fee to be repaid each year from available project cash flow,
Anvy amaunt not repaid at the end of the tenth year must be dedwctad from the project's eligible basis.
KHC may consider, on a case-by-case basis, allowing 9% lax credil projects o extand the repayment
period for deferred developer fee up to the maximum 15 years allowed by the IRS; however, the applicant
miust seek 8 waiver for this exceplion prior to application submission,

Reserve for Replacement (R4R)

All applicants are required to establish an R4R account. KHC will hold the account unless otherwise
required by the equity provider or ancther lender in the project with a superior lien position, The R4R
annual deposit shall increase at 3 percent annually or as prescribed by KHC.

93

Annual Action Plan 292
2023

OMB Control No: 2506-0117 (exp. 09/30/2021)



KHC s minimum required R4R is tha greater of 3400 per unit, per year, the amount required by the
Phiysical Capital Meeds Assessment (PCMA) or Capital Reserve Replacement Schedule (CRRS); or as
required by an equity provider or anather financing source, For projects requesting Housing Credit anly,
KHGC may acoept a lower minkmum B4R amount if allowed by the equity provider and documented in the
partnership agreement

Replacement Reserve Analysis

The CRRS projected account balance must, at a minimum, be positive at the beginning of the 15 year.
Projects requesting Housing Credit only may be allowed a lowear minimum R4R per unit amount as
described above. Risk-Sharing projects will be evaluated on a case-by-case basis due o higher risk
levels.

KHC may requira owners to make an initial deposit to the R4R account as part of the upfront funding of
the project as determined by the PCNAICRRS. The underwriting model must reflect the upfront deposit.

All PCHA and CRRES studies musl provide projeclions extending to, or beyond, the term of the KHC loan
that is baing reguestad. All projacts must also includa an electronic submission of KHC s Excel
spreadsheaet “Capital Reserve Replacemant Schedule.”

KHGC may require owners to malntain two years” worth of deposits, require an owner o cover acditional
axpanses from olher sources, o regquire a new PCNA/CRRS and revise the R4R deposit schadule.

KHC will apply any unused R4R balance in accounts it halds to the principal amount(s) of any outstanding
KHC HOME, NHTF, AHTF or other loan(s). R4R accounts held by cther entities (equity investor or
superior len holder) must be assigned 1o KHG when the holder no longer has a security inlerest in the
project. For Housing Credit projects, a F4R account not baing maintained by KHC must be assigned o
KHC at the end of the IRS fifteen (15) year compliance parod.

All Houwsing Credit projects that also have KHC financing will be required to submit a subseguent PCNA in
yaar 15 and the project may be required o adjust its capital reserve replacement schedule accordingly.

Operating Deficit Reserve Account (ODR)

The purpase of the QDR is to ensure thal adequate funds are on hand should operating costs exceed the
project’s ability ta pay them. In addiion to being a sateguard during the initial lease-up phase, the ODR is
vital to ensuring the long-term financial stability of the project by increasing the project’s ability to absork
ar respond to tempaorany changes in circumstancas, such as the unanticipated event of significant
unbudgeted increases in operating expenses and'or losses in operating revenues,

KHC calculates the minimum ODR requirement as follows: six () months of debt service payments + six
{B) months of projected operating expenses = minimum Operating Deficit Reserve required.

Projects with KHC lean funds must fully fund the reserve account at the greater of KHC's amount
or as required by another lender or equity provider no later than the first day of the month
following the project’s placed-in-service date.

KHC may waive or modify the ODR requirement on a case-by-case basis,

KHC will hold the ODR escrow unless atherwise required by ancther lender. Such other lender must
nolify KHC prior to any disbursements from the ODR accouni.
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For ODR escrows held by KHC: During the first twa years, the DDR must maintain a minimum balanca
af 75 percent of the ariginal amount. The ocwner must make deposits to maintain the required minimum
balance as cash flow permits but not more than three months of the shortfall, The owner will make such
deposits prior 1o any disbursements or other payments 1o any related party

The balance in the ODR may fall balow the minimum required balance after the initial bwo years and will
remain in place for the life of the loan, available for eligible disbursemeants, as needed,

If KHC is financing the O0R, the full amount must be drawn on the final draw. HOME andior NHTF funds
may nal be used to fund an ODR.

The owner musi submit requests for QDR disbursements to KHE on the appropriate form and include an
itemization of the cperating expenses and supporting documentation of the actual cost of each expense.

Acquisition and Rehabilitation of Commercial Space

Mo KHC resources may be used to assist with the acquisition or rehabilitation costs of commercial space
KHC resources may be used in conjunction with a project that includes acquisition and/or rehabilitation of
cammercial space by prorating the residential square Tootage to the commercial $pace square foolage.
Any project with commercial space must separate the commercial space costs from the residantial costs
within the KHC underwriting model. If there is commercial space within a project, the commercial space
must be deeded separately as a condominium regime or structured as a master lease arrangement,

Average Income Test (AIT)

The average income test (AIT) is & minimum set-aside election under Section 42 of the Internal Revenue
Code as authorized by the Consolidated Appropriations Act of 2018, Instead of electing the 20050 or
400E0 minimum sel-aside, an ownes may instead elect an average Income sel-askde, which allows a
propearty lo serve households up to 0% AMI, as long as at least 40% of the lotal unils are rent and
income resiricted and the average income limit for all tax credit units in the project is at or below 0%
AL

»  Only properties funded under the 201 %2020 G P or later are eligible to elect the average income
sal-aside.

+ Properties with project-bazed rental Housing Assistance Payments (HAP) confracts may only elect
e average incoma eplion if the onginal conlract was executed prioe 10 1981, Propariies with HAP
contracts executed after 1981 do not have the option to serve incomas above B0% AMI. This
pravision is mot applicable to project-based vouchers (FEVY).

#  The minimum set-aside election is irmevocable once made on Form 8808, Therefore, existing

developments already placed in service with a recorded LIHTC extended use agreement are not
eligible 1o change their minimum set-asidedncome election 1o average income.

o Project owners may change the sel-aside election prior lo issuance of tha Formis) 8608 by
submitting an administrative waiver and payment of the applicable waiver fas. All related
documents must be updated to reflect the new election, including KHC's undenwriting model
and the equity agreement,

o Once KHC has lssued the Form(s) 8609, the set-aside alection is Irevocable and will nat be
changad.
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«  The average income test s only permitied If all residential unlts are designated low-Income; the
project may not contain unrestricted or market rale residential units. Manager units are not subject to
this restriction and are permitied in average income developments.

« Al of the units must be affordable o and occupied by persons eaming B0% AMI or less. Al least 50%
of all units must be affordable to and occupied by persons eaming 60% AMI or [ess,

#« The average of the imputed income limitations designated cannot excead G0% AMI.

= Dasignated incomalrent leveals may only ba set at 10% increments beginning at 20% of AMI. The
allowable incomealrent designation levels are 2006, 30%, 40%, 50%, 60%, 70%, or B0 of AMI. KHC
will not allow maore than four of the possible AMI designations to be selected per property,

= The market study musi demonsirate sufficient market demand for each income bracket proposed,

+  Any clear skewing of unit designations is not zllowed. Applicants must provide reasonable parity
between different bedroom sizes at each targeted income band utilized on the property.

= All units must be designated with a specific AMI percentage at the time of application.

= Other than as may be limited by future federal guidance or other funding source restrictions, owners
may change unit percent designations aver time (*float”). However, the rent for tenant househokds
may nol increase due 1o the unit being changed 1o a higher Increment,

»  Owness of developments with more than one bullding will indicate on the Forms 8609 to treat all of
them as part of a multiple building project {checking “Yes® on line 8b of the current farm).

+  Tax-Exempl Bond projects must stll meat a 20050 or 40060 minimum sel-aside; however, for
purpases of the 4% cradit allocation, tha project can ekact the average income set-aside. Therefore, a
bond project with 4% credits can elect an the average income sat-aside for purposes of tax credit
compliance, as long as the unit mix selected would also meet either a 20050 or 4050 minimum sat-
aslde test for purposes of bond compliance.

= KHC's Average Income Test (AIT) policies are subject te change as additional guidance is made
available by the IRS.

+  Refer 1o KHG's Average Income Test Compliance policy for additienal information.
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CHAPTER 12: Program Policies

The following policies {or policy axcerpls) apply to all projects, unless otherwiza natad.

Relocation of Displaced Persons (Permanent or Temporary)

Requirements for Projects Receiving Federal Assistance From KHC

Projects receiving federal assistance from KHC (HOME, NHTF, Risk-Sharing, new Project-Based
Vouchers, or transfer of an existing KHC-administered Section 8 HAP conbract) are subject to the
requirements of the Uniform Relocation Assistance and Real Property Acquisition Policies Act of
1970 (49 CFR, Part 24 and 42 U.5.C. 4201-4655). KHC requires certain documentation to ensure
compliance. Owners of projects with current tenants (regardless of whether or not the tenants will be
rebocated) must submit a relocation plan and provide documentation that the appropriate notices were
providad to the tenants. Projacts receiving federal assistance from a non-KHC sourca (such as tha
transfar of a Section B rental assistance contract, COBG funds, eic.) may be subject to the provisions of
the URA, but KHC s not the entity responsible for ensuring compliance when federal funds are awarded
by ancther entity. However, KHC will review the relocation plan to ensure the owner is taking into
consideration the URA requirements.

Detailed information on complying with the relocation and acquisition requiremenis can be found on the

HUD Real Estate Acquisition Web page at hitps:fwww hud. govirelocation

Requirements for Projects Receiving Non-Federal Assistance from KHC or
Housing-Cradit Only

Projects financed with non-federal KHC resources (AHTF or SMAL) or receiving Housing Credits only
must pay 1o all persons displaced by the project reasonable relocation expenses as defined by the U5,
Fedaral Highway Administration’s Uniform Relocation Assistance and Real Property Acquisition Palicies
Act Fixed Residantial Maving Cost Schedule, plus a ona-fima payment of $300 per unit. Owners are not
required to pay additional benefits to persons eligible for federal relocation benefits. All projects with
current tenants (regardless of whether or nat the tenants will be relocated) must submit a relocation plan.

Whean dewveloping the project's relocalion plan, fallowing are considerations that should be addressed (not
all-inclusive; KHC may request revisions to the plan);

= Any relocation should not financially burden the tenant,

# The developar should pay for all costs associated with the mowve, including reasonable costs if
they are temporarily housed in a hotel or matel {lodging, meals, cost to store belongings, ete.).

# |f relocated to another unit, the tenant’s rent payment should not be higher than their current, IF
the rent is higher, the develeper should pay the difference,

+  The temparary or replacement unit (if permanent relocation) shoukd be similar in size and
amenities to the current unit, Ininstances of permanent relocation, the tenant should be provided
with at least 3 options and gaven the opportunity 1o decide where they would ke to live.

+ Al costs related to the transfer of utilitfes, including phone, cable, and Internet, should be
covered, bolh Tor tha initial move and then when the lenant relurns o their arginal unit,
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+ Al tenants should receive timely and appropriate notices, Even when URA s not triggered, 1t is
recommended that the standard federal nolices be delivared to the tenants and records kept Lo
documeant thair receipt of the notices.,

Funding Gaps/Substantial Change

KHC will consider increasing its lean funds by up to 10 percant for a funding gap (in excess of the
devaloper fes and consfruction contingency) due to increases in hard costs idenlified after application
approval and prior to clesing and the start of construction. Chwners must submit the following information:
1. Updated underwriting madel
2. Justificaton for the gap

KHC may consider awarding additional loan funds for gaps dentified during construction upon receipt of
the following information:

1. Updated underwriting madel
2. Justificaton for the gap
3. Evidence thal all other funding oppariunities have been exhausted.

A gap of more than 10 percent of KHC s investment (exclusive of Housing Credits) or the number of units
changing by 10 pereent or more is a substantial change. In this case, the owner must either locate other
Tunding or forfieit the reservation,

Note: Any time a funding gap is identified, whather before or during construction, developer fee and'or
construction contingency must be used to cover all funding shorifalls before addibonal funds are
requested, KHC will not consider reguests for funding gaps due to increases in soft costs.

Identity of Interest

Anidentity of interest relationship exists if any officer, director, board member, or authorized agent of any
development team member (developer, consultant, general contractor, architect, attorney, management
agent, nonprofit agency, seller of the project real estate, efc.):

1. is also an officer, director, board member, or authorized agent of any other development Leam
member;

2. has any financial interest in any other development team member's firm or corporation;

3. is a business partner of an officer, director, board member, or authorized agent of any other
development leam member;

4. has a family relationship through Blood, marriage ar adoplion with an officer, director, board
member, or authorized agent of any other development team member or company providing
services to the project; or

5. advances any funds or items of value 1o the sponsor/Dorrower.

All applications must specifically disclose any identities of interest. Failure to do so will result in
disciplinary action per KHC s suspension and debarment policy,
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Conflict of Inferest

A conflict of interest exists in siuations in which a public official or fiduciary who, contrary to the cbligation
and absolute duty to act for the benefit of the public or a designated individual, exploits the relationship for
personal benefit.

The appearance of a conflict of interest is presant if thare is a potential for the personal interests of an
individual to clash with fiduciary duties. KHC will not allow individuals or businesses to parficipate in or
provide a servics to the project that have a conflict of interest in the project.

Suspension and Debarment

Any parties found to be in consistent nencompliance with program guidelines or that demanstrate flagrant
ar sefious incident(s) of misuse of funds will not be allowed to participate in KHC programs,

Any person or agancy that, except for good cause shown, shall have committed, or failed to perform (as
the context may require) an act or omission identified in KHC s Suspension and Debarment Policy, may
be subject to suspension andior debarment by KHC and prohibited from daoing further business with or
entering nte any contractual relationship with KHC. The Suspension and Debarment Policy is published
on KHC's website at www kyhousing.org.

Financial Statements

KHC may require any project for which it holds a mongage, regardless of llien pasition, to submit financial
statements annually. The financial staternent requirements will be detailed in the legal agreemenils.
Ganarally, the minimum requiremeant is a compilation preparad by an independent CPA. The audited
financial statements for Risk-Sharing loans are to be submitted to KHC within 90 days of the project's
fiscal year end. All other projects are required to submit financial statements within 120 days of the
project’s fiscal year end. KHC may impose a late fes if the audit and/or linancials are nol submitled on a
timaly basis.

Annual Performance Reports

Owners of projects receiving any ype of funding through KHC s Multifarmily Programs Department mist
submit annual performance report information through the online Tenant Data Collection System, which
requires reporting the project’s basic income and expense totals for the previous year.,

Compliance Requirements
(AN funding sowrces — refer to ingividual program requirements far addibional compliance requirerments)

All KHC-assisted projects are reqguired to meet compliance requirements throughout the affordability
perod. KHC will conduct compliance reviews and will inspect all projects at least every three years,
These reviews shall consist of rent restrictions, income reslrictions, properly conditiens, and pledges
made in the ariginal application, extended use agreamant (if applicable), the HOME andior NHTF funding
agreemant (if applicable), and the commitment latter.

KHC will notify the entity, in advance, when inspections will be scheduled. The entity or managemeni
agant should adhere lo the following o eliminale any possibilities of non-compliance:

«  Tenants must be given at least 30 days wrillen notice belore increases are implemented. Any
increasas are also subject to other provisions of the lease agreemants. For example, rents
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may nal increase until the tenant’s lease axpires. Documentiation of increases must be kepl in
the tenant's file.

»  Dwners/Management companias must includa the following in the tenant files,

¥ Rental Application: The remtal application or income survey form used to gather
infermation about household income, compasition, and studant status.

¥ Evidence of household eligibility: Such documentation may vary depending upon
the funding source(s) in the project.

Lease: The lease must be signed by both parties, and document the rent amount.

Set-aside documentation: Evidence to support set-aside selection, as pledged in the
praject’s application and extended low-income housing commitrment.

¥ Income calculation: Include formula used to calculate income.

# KHC reserves the nght io inspect each development for compliance with HQS throughout the
term of the loan and Labor Uniform Physical Condition Standards.

=  Any development using several sources of financing may have additional compliance

requirements. Refer to program specifics for additional compliance reguirements,

Uniform Residential Landlord Tenant Act

The Uniform Residential Landlord Tenant Act {URLTA) was enacted by the Keniucky legislatura in 1984
o encourage property owners and tenants to maintain and improve the quality of rental housing and to
make uniform residential agreements between property owners and tenants. URLTA is codified at KRS
383.505-.715 and provides for protection of both the properly owner and the tenant, as well as
corresponding rights and duties of each party.

KHC requires developers who receive funding or Housing Credits to adhere to the requirements of
URLTA. Speclalized or supportive housing projects will be exempt from this reguirement as URLTA does
not apply 1o housing incidental to the “provision of medical, geriatric, educational counsaling, religious or
similar service.” KRS 383.535(1).

The landlord's duties are to place any security deposits in a separate account in a regulated financial
institution, adhere to building codes affecting health and safety, make required repalirs o keep premises
fit and habitable, keep the building systems and common areas safe and in good condition, and supply
running water at all times and reasonable heat throughout the cold months of the year,

The landlord's righits ane 10 terminate the lease after 14 days written notice, to collect for damages, to
avict from the unil, to enter the unit, and 1o know when the tenant will be absent for more than 7 days.

Similar ta the property owner, the tenant is required to adhere to building codes affecting health and
safety and to keep the pramises as clean and safe as practical. In addition, tenants are required to:
dispose of wasle safely, use electrical and all olher appliances ina reasonable manner, nol deliberately
or negligantly damage the unil or pramises, conduct hemsahies in a way nol te disturb neighbors, and
not engage in unlawful activities within the premises.

The tenant has the right to move In once the lease has been signed, to terminate the least If the landlord
fails to comply with its provisions or the URLTA, 1o deduct fram the rent when the landlord fails to comply
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with the lease or URLTA in a mannar which impacts the tenant's health or safely, have essential services,
and to oppose the landlord's retaliation for complaining about the condition of the unit.

The lease agreement must include the KHS HOME National Housing Trust Fund Lease Addendum (for
HOME ar NHTF projects) or the KHC Lease Addandum (for all ather projects), which incorporates the
provisions of URLTA into the lease. The tenant salaction plan must include the following language:

Unifarm Residential Landlord Tenant Act: The Kentucky Uniform Residential Landlard Tenant
Act ("URLTA" both preserves the quality of the housing sfock and provides for rights for renters
acrass Kenlucky. [Management Company] and ils tenants comply with URLTA. Tenants and
Managemen! are required fo cormply with provisions of URLTA.

Protections for Victims of Domastic Violence, Dating Violence, Sexual
Assaull, or Stalking

The Violence Against Women Act (VAWA) was enacied by Congress to provide protections to victims of
domestic violence, dating viclence, sexual assault, or stalking. These protections include housing
prateciions for tenants in projects recelving funds under the HOME, NHTF, and LIHTC programs.

KHC requires developars who receive funding or Housing Credils io adhere to the requirements of
VAWA, The majority of the protections for victims are incorporated into the KHC HOMEHousing Trust
Furd Lease Addendum (for HOME or NHTF Progecis) or the KHC Lease Addendum (for all othes
prajects), which much be altached to every lease. Developars and management companias ane
responsible for créating and implementing policias to ensure that they are capable of mesating the
requirements of these lease addendum provisions,

I addition, developers must take the following actions to ensure tenants are prolected:
Motification Reguirements

Developers and management companies must provide to each applicant and tenant the fallowing ferms:
1. “Motica of Cccupancy Rights under the Viclence Against Women Act” form; and

2. Cerlification form to be completed by the victim to document an incident of domestic violence,
dating vialence, sexual assault, or stalking that:

{i} states that the applicant or tenant is a victim of domestic viclence, dating viclence, sexual
assaull, or stalking:

(i} states that the incident of domestic violence, dating violence, sexual assault, or stalking
that is the ground for protection under this subpart meets the applicable definitions for such
incident (which may be found at 24 CFR 5,2003); and (i} incledes the name of the
individual who committed the domestic violence, dating vickence, sexual assaull, o
stalking, if the name is known and safa to provide.

The notice and forms required under this section must be provided to the applicant and tenant any time
an application is denied, any time an application is accepied, or a tenant begins receiving assistance, and
must be included with any netification of eviction or netification of termination of assistance.

Emergency Transfer Plan

Developers and management companies must develop and submit an Emergency Transfer Plan that
provides tenants who are viclims of domestic violence, dating viclence, sexual assaull, or stalking the
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ability to request an emergency fransfer to another unit. Such Emergency Transfer Plan must comply with
the requirements of 24 CFR 5.2005(a). Developers and management companies are required to submit
their Emergency Transfer Plans to KHC during the technical submission stage.

Templale forms required by this section, including a model Emergency Transfer Plan, are available on
HUD's website at hitps:ifweew bud. gow'program _offices/housing’mihiviolence against women act,
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CHAPTER 13: Design and Construction Review

Preliminary Plans — Minimum Requirements

Developers must provide preliminary building plans at application submission via the UFA system,
Following are the minimum requiremenis:
Building Floor Plan

+ Drawings should be at 1/8" ar 1/4” scale depending upon development type.

+ Provide overall extericr building dimensions and show the different unil types that exist in each
building.

+ Show all adjacent walks, stoops, andior patios.

«  Show location af all party and lirewalls.

« Wall thickness, exterior finishes, doors, windows, cabinets, plumbing fistures, closels, elc.
« Complete dimension of @ach typical unit so room sizes can be determined.

Wall Detail
« Foundation-to-roof wall detail showing RBE Scheck values must be included.

Elevations
Elewvations must show all four sides of the building(s) and include the following:
+ Exterior wall finishes.
« Window and door openings.
+ Roal matesial and slope of roofs.
+ Eave, rake, and fascla conditiens to inclede gutiers and downspouts.

Applicants may subymit pholographs clearly showing slevalions for ail sides of the buildings in leu of
elevation drawings. The minimum accepiable photograph size is 5-inch by T-inch. However,
alevation drawings will be required duning the Technical Submission Sfage.

Final Plans — Minimum Requirements

Developers must provide final building plans at technical submission via the UFA system. Following ars
the minimum requirements;

Minimurm final plan information and requirements:
+ Building floor plans must be 1/8" = 1" scale,
s Individual unit plans must be at 14" = 1" scale.
+« Completed in accordance with the highest architectural and enginesening professional standards
+ Submitted to the appropriate building code officials for their review,
+ Comments recaived during the application stage must be incorporated in the final plans.
« Final comments shall be incorporated into the final drawings or amended by an addendum,

+« Mesat all applicable accessibility requiremants (UFAS, Fair Housing, ANSI A117.1, 2010 ADA or
KHC Universal Design, ane or more a5 applicable).
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« Address the issues identified in the PCHA, (if applicable, for rehabllitation projecis).

+ Projects with 12 or more units must have plans prepared by a licensed design
professional and dated and sealed with the architect's and engineer's stamp and
signature.

For projects confaining 12 units or more

The construction plans must contain:

« Site plan

« Earthwork plans »  Building sections or wall sections

+ Landscaping plans = Enlarged bathroom and kitchen plans
+ Floor plans » Door, window, and room schedules

+ Enlarged floor plans * Structural drawings (If applicable)

s Foundation plans » Mechanical and elecirical plans

+ Elavalions

For projects with 11 wnits or less

The construction plans must contain:

* Site plan = Elevations

« Earthwork plans = Building or wall sechons
+ Floor plans = Meachanical drawings

+ Enlarged floor plans #» Elecirical drawings

For technical submission purposes, KHC will accept verification that the plans have been sent to the
appropriate building code officials for review, KHC will not complete its final review until final verification of
modifications or changes are received from the building code officials.

Corrections to the final plans being done by an addendum must be submitted for review and should
contain all necessary corrections.,

During the technical submission stage, KHC will review all final plans and developers must make all
necassary modifications or corrections. KHC must approve all changas and modifications prior to KHC's
commitment and final undenwriting.

All pages must be included in order, under one single attachment.
Earthwork Plans

(Required for projects of 12 units or marne)

Information reguirements for earthwork and grading plans:

« Grading contours existing and new at 2-fool intervals, unless the grade is foo steep and it is not
feasible.

+ Storm drainage piping with manholes, headwalls, and retention areas, or any cther miscellaneous
structures, Should show top of structure elevation as well as invert elevation

+ Show slopes greater tham 3:1 with ground cower.
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+ Show location of sail boring test, if they apply.

« Al finish grade work at buildings shall be a minimum of 8 incheas balow finish floor alevation and
slope away from tha building a8 minimuwm of & inches over a 10-foot run.

« |f retaining walls are raquired, they should be shown and provide a top of wall spot elavabion and
adjacent grade elevation.,

« Walls, curb cuts, access ramps, dumpster pads, etc., must be shown on plans.

Site Utility Plan
(Reguired for all profects, except for projects of 17 units or kess if the information below i included with
the sile survey)

« Al exisling utilities with size of piping shown,
« New water lines with size Indicated and point of connection to the existing water line shown.
« Fire protection lines, vaults, and fire hydrants shown.

« Sewer and gas lines with the size indicated and manhaoles marked shown, Provide top elevations
with imverl elevations and direction of flow.

+ Overnead or underground electrical service along with telephone and TV cable shown.

« Al utility easements and their widih must be indicated, Provide utility details, as required, to
demonstrate all siructures andlor improvemeants.

Existing Utilities
(Reguired for all projects)

The cost af all connection fees, tap fees, andior relocation cost, if any, shoukd be included in the
develapmant cast,

If off-site utilfies are being brought to the site by local municipalities, a letter must be provided including
the date the work will begin and be completed, and the anticipated cost. Proof that the work will be paid
for by local municipalities must be submitted. If the developer iz extending the wilities to the site, they
musi have the ulility extension compleled before KHC funds can be accessad or the funds musl ba
placed in escrow to assure complaetion of the utility extansion.

Landscaping Plan

(Reguired for 12 wnits or mare)

All projects should have an adequate number of shrubs, trees, and plantings. The landscaping plan must:
+ Provide planting details and show mulch areas.
+ Provide trees and shrubs and a legend that gives their size,
+  Show areas that need 1o be seeded or will recaive sod,

Foundation Plans
(Reguired Ffor 12 unils ar rmrore)

« Indicate all footings and the foundation wall as it sits on the footings.
+ Pravide dimensions 1o indicate lenglhs, widths, and the thickness of each type of loundation.
« Indicate fooling sizes, wall materials, and wall thickness.
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Indicate the steal reinfarcing and growt.
Show areas thal are concrete slab on grade and areas thal are located ovar crawl spaces.

Provide delails thal indicate the slab and all associaled materials, such as poly vapor barrier,
stone base, wire mash, construction joints, control joints, and expansion joints.

Floor Plans
(Reguired for all profects)

Floor plans should include the following, at a minimum:

The entire bullding drawn at no less than 1/8-inch scale. Provide a plan for each different buikding
Lype.

Indication of all exterior and inlerior walls and the thickness af the walls.

All rooms labeled to indicate their use,

Dimensions applied 1o drawings 1o indicate room size. Indicate on the plans If dimensions are o
face of slud, center of stud, or o finish face.

Al window and door openings with door swings and a reference to a door and window schedule,
Exterior wall finishes and section and plan detalls for each type of wall constructon.

Kitchen cabinets, plumbing fictures, and bathroom accessories, Larger scale plans may be
required to properly indicate these.

Closet shelving, ceiling access, exterion walkways, porches, ete,
The complete project even if it is made up of more than one unit and are identical units.
If & project is a rehabilitation, the existing items that will remain and those that will be demolished.

Enlarged Floor Plans
(Reguired for all projects)

Enlarged floor plans at & minimum should indicate the following.

All dimensions lo include those that cannot be shown on the 1/8-inch scale building plan.
Exterior dimansions and all wall thicknass.

All wall types and describe sach type.

Location of firewalls and party separations walls.

Walls recelving insulation and the type of insulation.
Location and sizes of all access panels.

All doors and windows with their designation as to type.
Transition line between differant floor finishes.

‘Where ceilings and soffits are dropped.

Closet shelving and type.

Kitchen cabinets, vanities, and foilet fixiures.

Foam descrplion or room numbear.
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Elevations
(Required for all profects)

Elevations required for all sides of the buildings.

Exterior wall finishes,

Window and door cpenings.

Roof material and the slope of the roof,

Eave, rake, and fascia conditions to include gutters and downspouts.

Balconies, breezeways, railings, and exterior steps.

Building and Wall Sections

(Reguired for all profects)

Congtruction of exterior walls with footers, floor-to-wall details, and celing-to-wall conditions
Footing details complate with notes and dimensions.

Exterior grade to finish floor relaticnship,

Floor construction and height to second floor or ceiling structure above.

‘Wall struciure, thickness, and type of inferior and exterior finishes.

‘Wall and floor insulation and give R-values.

Show eave or averhang of roof to wall with materials and heights noted.

Roal structure and malerials with notes and dimensions.

Enlarged bathroom and kitchen plans and elevations

(Reguired for 12 units or mare)

Kitchen cabinets and elevations

Bathroom layout with all equipment and bathroom accessories.
Mounting heights of all bathroom accessones.

Show location of wood blocking in walls for attachment of accessornes.

Show turning radius and clearances required by the applicable codes in accessibla unifs.

Door, window, and room schedules

(Reguired for 12 wits ar more)

Provide room schedule with room designation or number. Indicate floor finksh description, base
finigk, weall finish, eailing finish, and notes for special finishes.

Provide door schedule, Indicate door size, thickness, material, and fire rating, if applicable.
Provide elevation of each door typa.

Daor hardware schadule. Indicals hinges, lock sals, closures, panic push bars, kick plales, and
waather stripping.

Provide window schedule. Indicate window size, typa, operation, and glazing. Provide elevations
af each type.

Shaow all datails for windows, doors, and finishes, as necessary.
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« Provide windows in badroom and living rooms that meet egress and amergency escapea
requirements in the Kentucky Building Code andior Kentucky Residential Code, and HQS,

Plumbing Drawings
(Reguirad for all project fypes)

Exceplion: For projects of 11 units or less, a plumbing contractor licensed in Kentucky may prepane
schematic drawings.

+ Drawings shall show plumbing supply lines and indicate size of pipe.

*  Plumkbing waste line and indicate size of pipe and direction of flow.

+ Legends shall be drawings indicating all plumbing fixture type and manufacturer model numbears.,

= Show riser diagrams for all piping to indicate size and diraction of flow.
Mechanical Drawings HVAC

(Reguired for all profect types - exception; for prajects of 11 units or less. a mechanical conlractor
licensed in Kenlucky may prepare schemalic drawings)

+ Provide legends thal have equipment sizes, model numbers, and manufacturars’ names.

+ Show all mechanical supply and retumn ducts along with equipment. Indicate duct construction,
sires, design capacity, insulation, location of fire andior smoke dampers (if required), and smoke
detectars, (if reguired).

+« Miscellaneous details as necessary.

Electrical
(Reguired for all profect lypes - exception! for prajects of 11 units or less, an electical confractor
licensed in Kenlucky may prepare schematlic drawings)

+  Show locabons of all eleclrical oullets, switches, and circuils for all areas.

+  Show location af light fixlures, panel boxes, and swilch gear.

+ Provide GFI circuits and outlets where reguired.

« Provide arc-fault protection where required,

« Show exterior lighting if applicable and emergency lighting.

+ Provide a legend that describes light fiures, circuit breakers, and other miscellaneous items.

Structural Drawings
(Reguwired Ffor 12 urils ar rrore, anly wiven larger scale developments may be required o include

sructural drawings)

+ Floor framing plans, complete with details and sections, fully describing the structural system of
the floar,

« Roof andlor ceiling framing systems with details that clearly indicates all details and condiftions,
+ Foundafion systems with associated deatails for all conditions that exist.

+« Miscellaneous details that cover all aspecis of tha structural system that are involved.
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Site Plans
+ Preferred scale: 1 Inch equals 20 feat. Can be no smaller than 1 Inch equals 40 feet. Property
lines with mates and bounds.

# Buildings should be drawn on the site plan regardiess of new construction or rehabilitation. &ny
ather remaining struclures should also be indicated.

» Al exlerior ems, such as parking, streel walks, curbs, dumpster pads with enclosures,
playgrounds, community reoms, and fencas should ba notad.

« Al dimansions, satbacks, easemants, and rights-of-way should be shown, with an indicator for
Maorth.

« A site defail must be shown on the plan or on a separate site detail sheet. Details should describa
the type of walks, curbs, handicapped parking, etc.

Final Specifications

Final specifications are requirad for all projects, except rehabilitation projects of 11 units or less may
submit a work write-up in lieu of specifications. During the technical submission stage, KHC's Design and
Congtruction staff will review the final specificaticns in conjunction with the final plans. If changes ocour
during the review of the final plans that may cause a change in the specifications, the developer will be
nedified of any additional ehanges or carrections thal need 1o be made.

If corrections to specifications are being done by an addendum, they must be submitted for review and
sheuld contaln all corrections that are necessary.

All specifications shall be written following the standard Construction Specifications Institute (CS1) master
format using standard AlA documents. The architect must write the specifications in accordanca o
accepied standards, rules, and regulations, and include specific products by model number and
manufacturer (without limiting the contractor to one or two manufaciurers).

KHC must approve all changes and madifications prior to commitment and final undenariting. Any
pravious review comments during the application stage shall be corrected and incorporated into the final
specifications. Final specifications must address the issues identified in the Physical/Capital Needs
Assessment il apphcable for rehabilitation prejects, and inclede all decuments thal pertain 1o the
construction contract.

The specifications must include the following 23 divisions:

Division 01: General Requiremenis Division 13: Special Construction
Division 02: Existing Conditions Division 14: Conveying Equipment
Division 03 Concrete Division 21: Fire Suppression
Divigion 04: Masonry Division 22: Plumbing
Division 05: Metals Division 23: HWAC
Divizion 0&: Carpentry Division 26: Elacincal
Divigion O7: Thermal & Maoisture Protection Division 27: Communications
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Divigion 08: Door & Windows Division 28: Electronic Safety & Security

Diviglon 09: Finkshes Divislan 31: Earthwork
Divigion 10 Speciallies Division 32: Extenar Improvemenls
Division 11: Equipmeant Division 33: Ltilities

Divizion 12 Furnishings

The architect must clearly define the following in each section:

L]

-

Scope of work

Products and/or materials

Quality assurance, testing and quality contral
Execution andior installation

Submittals and samples

‘Warranties and/or guaranties

The specifications must describe the means and methods fo accomplish the work during inclemeant

weather conditions amd include the following:

Project description

Bidder instructions, if applicable

Wage scale and Davis-Bacon requirements, if applicabla
Copy of the general confracior's agreemeant

General and supplemental condilions

Manufacturers specifications are required for the following items:

Heating and cooling products, including programmable thermaostats
Windows

Clothes washars, dishwashars, refrigerators, and range hoods
Cailing fans, light fixtures, and venlilation fans

‘Waler healers

Work Whrite-Up Requirements

Al a minimum, the work write-up must provide lists for:

Mew items and materials 1o be Installed in gach room of every unit during construction.

ltems Lo remain, describing any rapairs or renovalion work 1o be performed in each room af every
unit,

ltems to be salvaged from each room of every unit for re-use in the project.

Itlems to be removed and disposed of from each room of every unit and the method of disposition.
All exterior work lo be performed and materials to be used on each building.

All exterior waork o be performed and materials to be used in all outdoor common areas.
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If commercial space is involved, all costs associated with it must be itemized separately, Any wark
required for both commercial and rental shall be prorated on a sguare-foot basls. For example, if a new
roof i installed on a two-story building, whera the first floor is commercial and the second floor is rental,
and bath floors have the same square footage, then 172 of the roof cost should be atiributad fo the
commercial space. If the square footage is different, it should be calculated as a percentage of the tatal,

Final Work Write-Up Description
KHC will review all final plans and developers must make all necessary modifications or corrections. KHC

must approve all changes and modifications prior to KHC s commitment and final undenariting.

Far rehabilitation projects of 11 units or less, in lieu of specifications, KHC will review the final work write-
up in conjunction with the final plans and developers must make all necessary modifications or
corrections. If changes cccur during the review of the final plans that may cause a change in the work
write-up, the applicant will be notified of any additional changes or corrections that need to be made.

Universal Design

Universal design is required for all projects receiving KHC financing equal 1o 10 percent or more of the
total project cost and for all Housing Credit projects, for the purpose of constructing or reconstructing
single-family or multifamily housing, except for rehabilitation projects.

Universal design is a bullding concept that incorporates products, general design layouts, and
charactenstics into residences to:

+ Make the resldence usable by the greatest number of people.

+ Respond o the changing needs of the resident,

+ |Improve marketability of the residence,
The goal of universal design ks i build housing that meets the needs of the greatest portion of a
community's population. It differs from accessible design, which is primarily intended to meet the needs of
persons with disabilities, but is inclusive of adaptable design as it strives to incorporate struciural features

that will allow a residence to be adapted to an individual's needs. The Universal Design standards can be
found on KHC's website under Development, Design and Construction

Minimum Design Standards

KHC’s Minimum Design Standards are to be used as a guideline to mest and exceed all local, state, and
national building codes. These standards also provide a way to enforce above-average construction and
design far builders, contractors, and design professionals who wigh to utilize KHC funding.

Minimum Design Standards apply whan KHC funding exceeds 10 parcent or more of the cost par unit for
all mew construction and reconstruction of multifamily dwellings, all projects involving adapiive reuse
converting a former use o residential use, and limited rehabilitation projects. "KHC funding” is all
resources allocated by KHE to a project, incleding HOME Invesiment Parinerships Program (HOME),
Affordable Housing Trust Fund (AHTF), Small Multffamily Affordable Loan (SMAL) program, Low-Income
Housing Tax Credits, and Tax-Exempt Bonds.

Other methods of construction and design may be acceptable on a case-by-case basis. KHC's Minimum

Design Standards are on KHC's website under Development, Design and Construction
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Federal and State Accessibility Reguirerments - Section 504

Mew Construction of Housing Facilities: If a project is requesting HOME, NHTF, Risk-Sharing, or
Project-Based Seclion 8 {whan available), and has five or more wnits under one contract'daed, then 5
percent of the fotal wnits or more must be accessible to persons with mobility impaiments and 2 percant
of the units (minimum of cne unit) must be accessible to persons with visual andior hearing impalrments,
These accessible unils must comply with Universal Federal Accessibilily Slandards at 24 CFR 8.22.

Alterations of Existing Housing Facilities: If a project is requesting HOME, NHTF, Risk-Sharing, or
Project-Based Section &, has 15 or more units, and the cost of the alterations is 75 percent or more of
the replacement cost of the completed facility, then 5 percent of the total units or one wnit must be
accessibla o parsons with mobility impairments and 2 percent of the units or one unit must ba accessible
to persons with visual or hearing impairmenis.

Fair Housing Design Requirements

Fair Housing design raguirermants apply o mew construction and all rebabilitation unils accupied after
March 13, 1981. Developmants must comply with all requirements of the Fair Housing Accassibility
Reqguirements of the Fair Housing Act. For more information about Fair Housing Accessibility, visit the
Fair Housing First website at wew fairhousingfirst org.

Kentucky Building Code

Any application for new construction, substantial rehabilitation/zlterations to existing structures, or changs
in cecupancy must meet all applicable accessibility requiremenis of the Kentucky Building Codes.

Physical/Capital Needs Assessment (PCNA) Requirements

A PCMNA is a written report performead by a qualified inspector for the rehabilitation of an existing structure
inte housing units. The PCNA defines the necessary repairs required to provide safe, quality, and
affardable housing. PCMNAS are valid for six months, beyond that, KHC requires a signed and dated
carlification from the licensed professional who compiled the criginal document attesting to ils current

accuracy and applicability.

All rehabilitation projects of 12 or more units and tofal KHC funding of $250,000 or more must submit a
PCHA 2z an attachment 1o the applicaticn. All applications requesting Housing Credit and/or Tax-
Exempt bonds for rehabilitation and adaptive reuse must submit a PCNA, regardless of project
size.

A complete and thorough inspection shall be conducted to all existing structural components, appliances,
mechanical, and electrical systems to determine the life expectancy, needed repairs, and/or replacement,
The nzeds assessment inspector and appralser shall work closely logether 1o ensune consstency
concerning areas of square foolage, number of buildings, and bedrooms.

Physical/Capital Needs Inspector Qualifications:
« All inspectors and/or firms must be insured as directed by KHC.

+ |nspectors must be experienced and possess sufficient background inspacting multifamily
residential housing.
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Inspactors shall be licensed architects and/or engineers qualified fo complete the assessment.
The inspecicr may also consult with struciural, mechanical, or elecirical engineers io provide
expert opinions as to the existing condition of a particular item. Outside consultants employed
shall alza meet all the requirements as set forth far an Inspector including Insurance.
Documentation showing licenses, qualifications, and experience must be included in the
PCNA or submitted as a separate attachment.

All PCNAs must be conducted by independant thind parties, defined as completely separate
entities, having no other affiliation with the project, and that will nat provide any other services for
the project. An architect or engineer preparing construction-related documents for the project is
net considered an independent third party.

Physical’Capital Needs Reporf Regquirements:
(These specific items must be addressed in each repar)

The report shall describe, in detail, all rehabilitation waork required including all respective related
additional work. Separate estimates for both must be provided,

A minimum of 25 percent of all units and at least one of each type must be inspected prior to
preparation of the report,

A cost estimate of all the repairs andlor replacements must be included.

All reports must indicate the items and areas in need of immediate repair, including a separate
analysis on all components that will need repair or replacement within the next flve vears,

The most recent version of the Fa 5
are to be used to document the age anu:l EIJL of all building companants wah.laled n the F'GNA

Provide a report on all existing conditions or lems In viclatien of applicable bullding codes,
federal andior state accessibility standards, andior local ordinances. Corrective measures
required to bring all items into compliance must be thoroughly detailed.

Any visible evidence of hazardous substances, including but not limited to: asbestos containing
material, lead-based paint, petroleum bulk storage, polychlorinated biphenyls, and
chlorofluorecarbons, must be noted.

Cost estimates for any items requiring action due to market demand, These will be provided o
the inspector by the appraiser or KHC.

Deferred maintenance not performed on a normal operating basks, incleding estimates of
correclive cosls.

Ary repairs needed o nonresidential buildings such as community buildings, management
offices, garages, elc.

Inspectors shall propose a total price to the applicant that will include all cests, including but nat
limited ta: traval, clerical, inspection services, attending meetings at KHG (if applicable), etc.

In praparing the report, the inspeclor may choosa to ulilize the Inspection Farm HUD-52580-A_
Additional information may also need o be recorded on separate sheets and altached.

Any corrections required by KHC must be addressed in the repori.

All reports must include an electronic varsion of KHC's Excal spreadsheet “Capital Reserve
Replacament Schedule” as an integrated part of the report or as an addendurm.
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All reports must be prepared in compliance with all applicable federal and state laws and regulations.
KHC requires a projection extending to or beyond the term of KHC's lean, or a 20-year term PCNA if the
project is anly reguasting Housing Credits. KHC will also reqguire a subsequent PCMA in year 15 and
require the project to adjust the capital reserve replacement schedule accordingly for all projecis
abtaining KHC Risk-Sharing, HOME, NHTF, or AHTF gap financing from KHC.

Adaptive reuse projects in which a complete interlor demolition is proposed need only provide a
physicalicapilal needs assessment, which addresses electrical and mechanical systems, building exterior,
foundation, window, roof and all remaining structural components.

Pre-Construction Conference

A pra-constructon conferance is required on all projects. The final raview of tha lechnical submission
documants and undenwriting should be completed prior to the pre-construction conference being
scheduled. The developer is responsible to contact the appropriate KHC construction specialist to
schedule the pre-construction conference no later than two weeks before the requested meeting
date. The assigned KHC project specialist must alse be copied on the reguest for the mealing Lo
detarminea if the project is ready for the pre-construction conference.

The purpase of the pre-construction conferences is to cutline the basic respansibilities and duties of the
vanous parties throughout the construction and warranty penods, The conference will be conducted by
KHC's construction spacialist in conjunction with the program specialist assigned to the projact.

Far developers who have not previously used KHC resources to construct or rehabilitate a rental project,
a full pre-construction conference will be required; however, for developers exparenced with KHC's
miultifamily programs, a mofe imited pre-construction conference may be conducted. The decision o hold
a full ar limited pre-construction conference will ba at the discretion of KHC s construction specialist and
project specialist. Depandent on the type of project and the developer's experience with KHC, the pra-
construction conference will ooour either at KHC's offices or at the project site, At the conclusion of the
mieating, the KHC Pre-Construction Conference Form will be signed by the developer, contractar, and
KHC consiruction specialist.

The developerfapplicant. contractor, site superintendent, and architect (if applicabla) should attend. The
following topics will be discussed:

= Caonstruction inspection scheduke s Davis-Bacon wage rates, if applicable
+  Final cost estimate s Draw requaest process

+  Reguirements for safety fencing +« Change order process

* Raguirements for job safety # The dutias and responsibilities of the

owner, architect, and contractor
+  The Nolice 1o Proceed

= Project signage requirems

Project Signage Requirements

All projects must provide and display signage throughout the construction phase in a prominent location
an tha site. IT display space is nol limited, all partner logas should be equally proporlionaed. IF display
space is limited, all partners should be named using text of equal size. Smaller developmeants, such as
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rehabilitation projacts, may reguest approval fo reduce signage lo 2- by 4-feel. Tha Equal Housing logo is
required on all signage and cannat be listed as text.

Termite Control Services/Commercial Applicator Licensing

Inspectors: All persons invalved in the commercial and non-commercial application of pesticides must
provide proof of a8 license and cerification through the Kentucky Department of Agricutbure.

Companies; All companies involved in the commerzial and non-commercial application of pesticides
must provide proof of @ license and certification through the Kentucky Department of Agriculiure,
Additionally, companies providing the above services must alse show proof of being registerad with the
Kentucky Secretary of State as a business in active status and good standing.

MNotice to Proceed

The developer may indicate their desired constructon starl date en the Pre-Construction Conferance
Farm; howewer, KHC will nofify the developar when all conditions have baen satished and construchon is
authorized to begin. This is the developers Matice to Proceed,

KHC will not issue a Matice to Proceed with construction until the following conditions have been met:

=  Pre-construction conference has been conducted

= All pre-construction and pre-closing documents have been received and approved,

= Al applicable loan and equity closings have ocourred.

» KHC's final underariting has been completed and, for Housing Credit projects, the final credit
reservation letter has been sent.

= KHC's final project set-up has been reviewed and executed,

Once these conditions have been satisfied, KHC will return the Pre-Construction Conference Form to the
developer, signed and dated by the KHC project specialist. No construction of any kind may begin
until the fully executed form is returned to the developer, which serves as the developer's Notice
to Proceed. After recaipt of the Motice to Procead, the daveloper must notify the KHC construction
specialist and the project specialist of the actual date construction will begin,

Construction may not start on a project before the closing without prior written permission from

KHC. Starting construction early without KHG's permission will affect capacity scoring on future
applications, incur a penalty fee. and result in withholding of KHC funds from the project.

Early Start of Construction

I rare, unigue circumstances, KHC may conslder, on a case-by-case basls, allowing the developer to
begin limied construction aclivities prior to closing. Repeated requests for an sarly starl of construction
may rasult in a capacity deduction in future funding rounds. All requeasts for an early start of construction
are subject to the early start fees outlined in Chapter 1.

A developer seeking an early start of construction must complete the walver reqguest form, detalling the
unigque circumelancas thal make an early starl an unavesdable necessily, as well as the scopa of the work
planned prior to closing. A pre-construction conference must be conducied prior to the start of any
canstruction. If the early start request is approved, KHC will sand an authorzation letter to the developer,
which must be signed and returned to KHC. Any approval for an early start will be at the
owner/developers own risk, independent of any financing commitment by KHC.

115

Annual Action Plan 314
2023

OMB Control No: 2506-0117 (exp. 09/30/2021)



KHC must approve the following before considering an early start requast:
« Ownerdconlractor agresment
+ Building permits

+ Evidence of general llability, worker's compensaiion and bullder's risk insurances, with KHC
named a3 an additional insured

+ Assurance of completion (irrevocable letter of credit or payment and perfarmance bond)

« Prajects receiving federal funds must also have full envirenmental clearance.

Construction Inspections

KHC's construction specialist will make regular visits to the project to review progress and ensure the
project conforms (o all KHC requirements. A copy of all KHC-approved plans and specifications must be
available al the project site during inspections. Inspection visits will occur al least once a month, but may
take placa at any time.

Owners must notify KHEC to complete the inspection of the following:

1. All footers prior Lo pouring.

2. Rough-in on all units when mechanicals are installed and prior fo drywall.

3. Project completion when the units are ready for occupancy.
KHC s construction specialist will send the owner an Inspection report for each visit detalling the project
slalus and any issues noled during the inspection. The owner is respansibla for ensuring all Esues and

deficiencies are corrected. KHC may conduct a pre-B809 inspection to confirm pledged amenities andfor
ather non-construction related atributes.

For Housing Credit enly projects, KHC may require and accept an alternative inspection report for
the three stages of construction performed on behalf of the investor or other lender.

Construction Draw Requests

KHC's conslruction specialisl will review the reguested conslruction eosts during the moenthly inspection
and will alectronically sign the KHC draw reguest appraving anly the hard costs. All othar costs will ba
approved by the KHC program staff person reviewing the draw request. KHC will not pay for materials
stored off-site. KHE will disburse funds for materials stored on-site if they are insured, invoiced, propery
stored, and secure. Draws ane imited to one draw per month and must be signed by a KHC Construction
Specialisl.

In projects where KHC has awarded both amarizing and deferred or forgiven loan funds, the amortizing
loan funds must be disbursed first, taking pricrity over deferred or forgiven loan funds

KHC will disburse up to 40 percent of the devalopsr fee up front and the remaining 60 percent an a
percentage basis in line with the percent of work completed. Construction contingency funds will not be
disbursed unless change orders have been approved by KHC. KHC will retain 10 percent of the total of all
KHC funds until final inspection iz complete and all final documents are received and approved.

116

Annual Action Plan 315
2023

OMB Control No: 2506-0117 (exp. 09/30/2021)



Construction Draw Policies

1. KHC will enly disburse funds via an Electronic Funds Transfer (EFT) to the account identified
an the EFT autharization form submitted during the pre-closing stage.

2. Owners must submit all draw requesis electrenically on a fully executed and completed
. Owners must certify that all funds will be disbursed within
five business days of receipl. The architect {if applicabbe) must cerlify that all work, labor, and
materials are satisfactory and in accordance with approved plans and spacifications.

3. Projects that contain commercial space must submit a separate itemization with any draw
request containing commercial space costs, No KHC resources may be used for
reimbursement of commercial space costs.

4. Each project is limiled 1o one draw requast per month,

5 All HOME andfor NHTF projects must submit a draw request for HOMEMHTF funds ata
minimum of once every 12 months, otherwise the project will be deemed inactive by HUD,

6. A pre-construction conference must be held prior to the start of any construction activities.

T. KHC construction specialists must apprave all censtruction draw requests. Aller the draw is
submitted, the construction specialist will review all hard costs and may revise amounts
based on current inspections. KHC program staff will review all requesis for soft costs.

& Owners must submit the following documentation electronically for each draw request:

«  KHC Program Funding Dvaw Reguaest completad online.

¥ Updated Tille Endorsement to Tille Policy for each KHC funding sowrce for which a draw
requast is submitted, no more than 30 days old, reflecting the actual amount of the
proposed disbursement and the tatal amount disbursed to date.

¥ Builder's or Cantractor's Affidavit of len walver (must be submitted with every draw for all
majar component conlraclons),

¥ ALA form G-702 and G-703 (if using an architact), or KHC Payment Request Form.

Copies of invoices, receipis, etc., for payment of soft costs (and hard costs if an architect
is not imvolved).

The title endorsement and all updates must include the following language:

A disbursement of 3XX jamount of current draw) was made under the Insured Morlgage. The
fifle search was duly candinwed down fo DATE at TIME (should be the same dafe the draw was
submitted) and ail encumbrances disclosed by the search were disposed of, excepf (note any
exceptions on Schedule B). Liabiity under the policy is now increased to $XX (total drawn under
the faan), the fotal amownt disbursed o date wnder ihe Insured Morlgage. ™

The title endorsement must reference the policy number and the names of the borrower and

Inzured party,
Final Draw

Owners may request a final draw after KHC has approved all final completion decumentation. The final
draw may include construction interest due to KHC, escrows for laxes and insurance, or other amounis
duwa. KHC will not approwve the final draw until it has approved the final inspaction, project complation

reports, andior final endorsements/maodifications to the note,
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Change Orders

Owners must submit change ceders to the approved final plans and specifications to KHC for approval at
the time the change is needed. Change orders submitted after completion of the work to be changed
will not be approved, unless prior authorization is given by KHC in writing. If KHC s Construction
Specialist is unable to review the waork at the time of the change, or the change order is hald and
submitted at the end of construction, the change arder may not be approved, Change orders must be
signed by the construction speclalist before submittal to KHC for approval,

Change ordars that include costs for commercial space must provide a separate itemization of change
order costs for the commercial space, or a parcentage of the cost attributed to the commercial space for
items shared by both residential and commercial areas (e.g., rocf),

KHC will not approve draws requesling conbingency funds until it has approved the change order. Unless
previously approved, change orders are processed as a draw against the budgeted contingency
funds, The balance of any unused contingency funds will be deducted from the final retainage
budget and the applicable loan modifications will be prepared.

Change Order Process

+  Change Orders must be submitted at the time the change is needed. The owner'developer must
netify the assigned KHC Construction Specialist as soon as possible to schedule an inspection of
any areas perlaining 1o the change order if needed before the next recurring inspection.

+  The Change Order reguest must include: the Change Order Verification Form, Ala GF01
axecuted by all parties and any supporting decumeantation (guoles, cosl breakdowns, bids, ele.).

«  After receiving the request, the Construction Specialist will review the change order far
appropriatanass to the project scope, necessily and cost, and then approve or deny the request.
If approved, the Construction Specialist will foreard it to 8 member of KHC management for final
approval, If not approved, the request will be returned to the developer's designated contact
andlor persen who submitted the request with the reason's for denial stated.

+  Once final approval i achieved, the assigned KHC Multifamily Project Specialist will be notified of
the approval and will then provide a copy of the approved Change Order to the developer,

& |l the praject invelves a draw request, KHC funds cannal be drawn Lo pay for change orders
which have not be approved or which have been deniad. When reviewing the draw reguest, tha
Construction Specialist will verify the percentage of completion for the project, as well as the
percentage being drawn against approved change order request.
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CHAPTER 14: Basic Terms

Affiliate: Any entity that directly or indirectly controls anather entity or has a controlling front door inferest
in the entity.

Affordability period: The required perod af tme the development must continee o remain affordable 1o
e target population.

Bridge loan: A shori-term loan used to finance an enterprise, investment, or government, pending the
recelpt of ather fumds.

Chronically Homeless Person: Anunaccompanied homeless individual with a disabling condition whao
has either been continuously homeless for a year or more or has had at least four episodes of
hemelessness in the past three years, A disabling condition is defined as "a diagnosable substance use
disonder, serious mental iness, developmental disability, or chronic physical illness or digability, including
1he co-occurrence of twa or mora of these conditions.” In defining the chranically homeless, tha larm
"homeless”™ maans "a person sleeping in 8 place not meant for human habitation (e.g., living on the
sfreets) ar in an emergency homeless shelter”

Coemmunity Ream: This is a designaled common anea specifically for the tenants only. It s separate
from other areas such as the office and laundry facility.

Community Service Facllity (C8F): A space avallable to the public (including non-tenants) usable for
purposes including, but ot limited 1o, child dayeare, senlor programs, and job training. They are defined
as lacilities that are designed to primarily serve low-income households (B0 percent or lass of area
median income). The C5F must be located in a Qualified Census Tract (QCT).

Conflict of Interest: A conflict between the private interests and the official responsibilities of @ person in
a position of trust,

Contiguous Sites: Sites adjacent, bordering, or adjoining each other,

Construction contingency: Funds sel aside for unanlicipated consiruction exXpenses oF cost ower-Funs
normally calculated as a percentage of tolal hard cost

Controlling Interest: The possession, directly or indirectly, of and the power o direct or cause the
direction of the management and policies of an entity, whether through the means of ownership, position,
cantrac, or otherwisea.

Cost Containment guidelines: Cost guidelinas limiting the amount of total dollars per unit allowed in the
development,

Debt Coverage Ratio (DCR): Mel operating income divided by total debl service (loan payment).

Debt service: The payment of principal, interest, and Mortgage Insurance Premium (when applicable) to
repay the loan.

Deed restriction: A limitafion that passes with the real property, regardless of the ownar. Usually limits
the real estate’s type of use or intensity of use. See also; Restfrictive Covenant.
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Devaloper fee: Fes received by the developar for coordinating and devealoping the project, including any
fees paid for consulting services or any other fees resembling consultant or developer faes.

Development Team: Developer, Co-Developer, Consultant, andfor Management Company of the
project.

Elderly Project: There are two ways to qualify s an elderly project; All units are coccupied solely by
persons 62 vears of age or older (100 percent elderly) or S0 percent of the units are occupied by at least
one parsan who is 55 years of age or older.

Homeless: A person skeeping in 8 place not meant for human habitation or in an emergency shelter or a
person in fransitional housing,

Identity of Interest: A financial, familial, or business relalionship that permils less than arm's langth
transactions. This includes but is not imited to: the existence of a reimbursement program or exchange of
funds; comman financial interasts; comman officers, directors, or stockholders; ar family relationships
between officers, directors, or stockholders,

Leverage: The degree to which an invesior or business is ulilizing borrowed maney.

Lean-te-value ratlo: The ratio of a mortgage loan and the valee of the security pledged; usually
expressed as a percentage

Matching Funds: A minimum of 5% of non-KHC funds provided by the applicant as a match to KHC's
HOME and'or AHTF funds, Eligible match sources are described in Chapter 11: Underwriting
Reguirements,

Maximum mortgage amount. The maximum principal amount 1o be loaned under the applicable
[programs.

Maximurm subsidylallocation: The maximum amaount of funding allowed on a perunit Basis.

Mentally Disabled: Having either a psychiatric disorder (e.g., psychosis, neurosis, personality, or
behavior disorder), a development disorder (e.9., mental retardation), or a neurclogical disarder that
affects cognitive or emational functions to the extent that capacity for judgment iz significantly diminished.

Mortgage Insurance Premium: The insurance required to be paid annually for developments ufilizing
HUD insurance, as required in the Risk-Sharing program.

Matice of Funding Availability (NOFA): KHC will pericdically publish a NOFA 10 allocate resources
aulside of a competitive funding round, typecally in conjunction with tax-exempl bonds or far non-housing
credit projects.

Operating Deficit Reserve Account (Rent-Up Reserve): Funds set aside in a reserve account Lo cover
operating deficits until the project reaches sustaining occupancy. KHC calculates this reserve during the
undernwriting stage and must be, at a minimum, sufficiant o cover six months of oparating expenses and
debt service. Refer to KHC s ODR policy in Chapter 11 of this manual,

Dperating expenses: Both fixed and variable expenses incurmed in the day-lo-day operation of the
praject.
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Other funding sources: Any funding sourca, not provided by KHC, being used to fund the project.

Physically Disabled: Having a physical condition that adversely affects the day-to-day motor
funciioning, such as cerebral palsy, spina bifida, multiple sclerosis, orthopedic impakrments, and other
physical disabilities.

Preservation: (Minor rehabilitation is NOT included,) Maintaining existing units or the integrity of the
anginal existing unit, as closely as possible, Can include the relocation of certain walls or major
components, such as plumbing o electrical systems, However, the existing shell of the building musl be
maintained. This can include the reduction of units to update or modernize to meet currant market neads.

Pro forma: A spreadsheet projecting income and expenses (including reserve for replacement) of the
development, as well as debt service, debt coverage ratio, and cash flow for each yvear,

Project Completion: All construction is completed, all close out documents have been submitted, final
clasing has occurred (if applicable), and all funds have been expended and disbursed.

Reserve for Replacement: An allowance that provides for the perodic replacement of deterarating
building componenis that must be replaced during the building’s economic life. Funds are set aside ina
resarve account,

Restrictive Covenant: A private agreement that restricls the use and occupancy of real estate, is par of
a conveyancs, and is binding on all subsequent purchasers, may invelve control of 1ol size, selback,
placement of buildings, architecture, cost of improvemeants, or use.

Section 3: Section 3 of the Housing and Urban Development Act of 1968 is a regulation governing HUD
pragrams 1o ansure thal employment and elhes economic opperunities generaled by cerain HUD
assistance goas, to the greatest extant feasible, to low- and very low-income persons and businessas.
This incledes employment and training oppartunities, as well as confracts with businesses. The updated
Section 3 Final Rule is codified at 24 CFR, Part 75 and became effective November 30, 2020

Section 3 Business Concern: A business thal meels one of the following crileria:

1. At least 51% owned and controlled by low-income ar very low-income persons,

2. Qwver T5% of labor hours performed for the business are performed by Section 3 waorkers; or

3. Atleast 51% owned and controlled by current residents af public housing or Sectlon 8 assisted
hasing.

Section 3 Worker: Any worker wha is low- or very bow-income, as established by HUD income limits;
employed by a Section business concern, or a YouthBuild participant. A "targeted” Section 3 worker s

= A worker emploved by a Section 3 business concern;

= Low- and very low-income workers residing within the neighbarhood or service area of the
project (defined as within a one-mile radius of the project site, or if fewer than 5.000 people, a
radius from the praject which containg 5,000 peaple); ar

« YouthBuild partcipams.

Soft costs: Service cosis and fees that are incurred whan developing a projact.

Single Room Occupancy (SRO): The unit must contain a bedreom and a full bath or an efficiency
kitchen (sink, refrigerator, microwave).
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Stabilized occupancy: The paint-in-fima whan the gross income is sufficient bo cowver the operating
axpanses. Net income is $0 or greater.

Subsidy Layering Review: A review required when a development comblines Housing Credits with ather
gevarnmantal assistance, incuding the HOME and NHTF programs, or project-based Section 8 vouchers.

Term of loan: The pericd of time allowed for repayment of the loan amount and any accruing interest.

Total Hard Construction Costs: Total cost o construct the building and ather improvements.

Universal Funding Application (UFA): KHC's online application system which is usad for all
applications seeking KHC funds, The UFA system s also used as a portal for submission of required
documents throughout the life of a project.

Vacancy Rate: The percentage of total units that are not occupied.
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