Addendum 
Housing Rehabilitation Program Guidelines 

For the Implementation of NSP Funded Rehabilitation

	It is necessary for grantees that intend to implement an NSP funded Housing Rehabilitation Program to observe and modify, were necessary, their existing program guidelines.  This can be accomplished by an addendum to existing guidelines or by adopting altogether new NSP Housing Rehabilitation Program Guidelines. 
After rehabilitation, the property must at a minimum meet the Section 8 Housing Quality Standards, applicable building codes, zoning ordinances, and cost-effective energy conservation standards.


INTRODUCTION
Housing rehabilitation is an eligible activity under the State Neighborhood Stabilization Program (NSP).  This addendum is to the existing CDBG Housing Rehabilitation Program Guidelines and includes additional NSP requirements to be followed for compliance with federal guidelines along with the implementation of NSP funded assistance.  
GRANTEE RESPONSIBILITIES
Grantees are responsible for meeting all the terms of their NSP contract including compliance with applicable environmental and labor standards requirements, relocation laws, affordability provisions, preparing rental guidelines.  In addition, grantees must document each rehabilitation project and follow appropriate policies and procedures for special issues such as the reconstruction of dwelling units.  Although many CDBG policies and regulations will be applicable to the State NSP, the (City/County) has implemented the following changes, in accordance with the Department of Housing and Community Development, with regard to the implementation of an NSP funded Housing Rehabilitation Program:
NSP Program Requirements per federal guidelines
1. Grantees will be required to identify and submit their NSP Housing Rehabilitation Standards to the Department of Housing and Community Development (Department), NSP staff.  Rehabilitation Standards must bat minimum be in compliance with Section 8 Housing Quality Standards. (HSQ) at 24 CFR 982.401, applicable building codes, zoning ordinances and cost-effective energy conservation standards are part of the rehabilitation of housing units is encouraged.  

2. Housing rehabilitation conducted by the grantee while the grantee holds title to the property is subject to the following:
· NSP beneficiaries’ income may not exceed 120 percent of area median income; 
NSP funds can only be used to rehabilitate residential properties that have been foreclosed;
· Residential properties to be rehabilitated with NSP funds must have been acquired at a minimum 1 percent (1%) discount from the current market appraised value, if NSP funds were used in the acquisition; 
· Rehabilitation activities are subject to California Prevailing Wages;
· Rehabilitation activities are subject to federal Davis Bacon and Related Acts (DBRA) when rehabilitating eight (8) or more units;
· Rehabilitation activities must comply with the National Environmental Policy Act (NEPA) and the California Environmental Quality Act (CEQA);
· No rehabilitation work should be done without an initial inspection that is fully documented by the grantee’s housing specialist, the completion of work write-ups and specifications and, where necessary, drawings to further define the scope of the work.  

· Rehabilitation of residential properties built prior to January 1, 1978 are subject to compliance with lead-based paint regulations (24 CFR, 
part 35);

· Construction contracts for rehabilitation activities must be procured in compliance with federal procurement regulations (24 CFR, part 85.36);
· Grantees must document (via printed results from website inquiry search results at:  www.epls.gov) that the rehabilitation contractor is not debarred.  In addition, the grantee must not be debarred;
· Grantees must document that the selected rehabilitation contractor has valid license(s) for the type of work to be performed.

· Grantees must have documentation on file to prove that the selected rehabilitation contractor maintains the required levels of insurance coverage (liability, workers’ compensation, etc.) during the entire contract term;
· Bidding documents and construction contracts for rehabilitation activities must include all required contract clauses and provisions (see attached NSP Document Matrix);

· Residential properties to be rehabilitated with NSP funds must be located in an area that was identified in the grantee’s NSP Application to the Department as an area of greatest need; and
· Residential properties that are rehabilitated with NSP funds must, at a minimum, adhere to the HOME Program’s affordability provisions.

3. Housing rehabilitation conducted immediately after the property title is transferred to the low-, moderate-, middle-income (LMMI) homebuyer but prior to the homebuyer occupying the property is subject to the following:

· NSP beneficiaries’ income may not exceed 120 percent of area median income; 

· NSP funds can only be used to rehabilitate residential properties that have been foreclosed;

· Residential properties acquired with NSP funds and to be rehabilitated with NSP funds must have been acquired at a minimum 1 percent discount from the current market appraised value, regardless of acquisition funding source.  The only exception is when the purchase transaction can be separated from any NSP rehabilitation assistance.  If the two transactions can be made independent from the other, the 1 percent discount does not apply, i.e. LMMI person pre-qualifies and enters a contract with NSP grantee/sub-grantee to use NSP funds after the individual has purchased a foreclosed home in the targeted area(s) of greatest need.  The NSP requirement that foreclosed properties be purchased at a 1% discount from the current appraised market value would not apply under this scenario.  However, no NSP homebuyer assistance may be used for purchasing the foreclosed home;

· The type of housing rehabilitation assistance must be disclosed to the homeowner regarding whether it is a grant or loan and the provisions that apply as with the assistance. Your program file should have a description of the parameters of you program and guidelines on the eligibility process, rehabilitation procedures and oversight responsibilities.  The guidelines must included the general terms, 
· A legal binding agreement which prevents the homebuyer from occupying the property prior to rehabilitation being completed that includes brings the improvements to a legal and habitable state to meet basic health and safety requirements. 
· Rehabilitation activities must comply with the National Environmental Policy Act (NEPA) and the California Environmental Quality Act (CEQA);

· No rehabilitation work should be done without an initial inspection that is fully documented by the grantee’s housing specialist, the completion of work write-ups and specifications and, where necessary, drawings to further define the scope of the work.  

· Rehabilitation of residential properties built prior to January 1, 1978 are subject to compliance with lead-based paint regulations (24 CFR, part 35);

· Construction contracts for rehabilitation activities must be procured in a manner which encourages free and open competition; 

· Grantees will assist homebuyers with the construction procurement process and ensuring that bidding documents include all required clauses and provisions; however, the homeowner will select the contractor with a reasonable bid, regardless of bid amount;

· Grantees are strongly encouraged to develop boilerplate homeowner/contractor contracts with all required contract clauses and provisions;

· Grantees must document (via printed results from website inquiry search results at:  www.epls.gov) that the rehabilitation contractor is not debarred.  In addition, the grantee must not be debarred;

· Grantees must document that the selected rehabilitation contractor has valid license(s) for the type of work to be performed;

· Grantees must have documentation on file to prove that the selected rehabilitation contractor maintains the required levels of insurance coverage (liability, workers’ compensation, etc.) during the entire contract term;

· Residential properties to be rehabilitated with NSP funds must be located in an area that was identified in the grantee’s NSP Application to the Department as an area of greatest need; and

· Residential properties that are rehabilitated with NSP funds must, at a minimum, adhere to the HOME Program’s affordability provisions.

4. Calculation of Household Income for Eligibility: When determining whether a loan applicant (homeowner) or a tenant is income qualified for NSP funding, the grantee must verify the income of all persons in the household.  A household is defined as all persons who occupy the housing unit as a place of residence.  Therefore, persons who reside in the unit, whether or not they are related, must have their income verified and the total household income cannot exceed NSP income limits.

For consistency in calculating household incomes, the Department recommends that grantees use the most current HUD/NSP income limits available based on the local area when determining household income.  The HUD/NSP income limits for 2009 are available at:

http://www.huduser.org/Datasets/nsp/FY2009Section8Limits_50_120_reformat.xls.

http://www.huduser.org/Datasets/IL/IL09/ca.pdf
All other guidelines outlined in the jurisdictions CDBG housing rehabilitation program guidelines, of which this is an addendum, will be followed with regard to any areas unmentioned in this document.
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