Chapter IX

Recertification and Rental Project Management

I.
Overview

The HOME Final Rule (originally published effective October 16, 1996) is periodically revised.  Current HOME Program statute, regulations, and notices can be obtained through the HOME Program page of the HUD web site.  This site is located at www.hud.gov/offices/cpd/affordablehousing/programs/home/index.cfm.   Federal regulations, HUD handbooks, and notices can be obtained through HUD offices or on www.hudclips.org.  Please refer to Appendix IX-A for a Key Word Index to the HOME Final Rule.

HOME staff annually conducts Contract Management Workshops.  Please refer to Appendix IX-M for a list of rental requirement Questions and Answers from the 2005 sessions.

Recertification and Project Eligibility

As discussed in Chapter II “Eligibility and Income Determination,” a family’s eligibility for assistance is based on its income, as determined in accordance with program rules.  Because a tenant’s income and family composition can change over time, program requirements establish procedures for addressing these changes.  Such changes are examined and implemented through the recertification process.  Under program requirements, tenants have responsibilities for providing timely information about these changes.  Similarly, owners have responsibilities for promptly reviewing and verifying this information and for changing tenant rent in compliance with program requirements.  This section of the chapter describes these requirements and procedures.

Project Eligibility - This portion of section II describes the criteria by which the owner must determine whether a family is eligible to reside in a specific property (e.g., project eligibility limited to a specific population, unit size, and occupancy standards).
Rental Project Management

Section VIII of this chapter describes requirements and makes suggestions regarding activities for the project’s Management Plan, Tenant Selection Plan, preferences, and the project’s Affirmative Fair Housing Marketing Plan (AFHMP).  To review a “Sample Affirmative Marketing Plan,” see Appendix IX-K.
II.
ANNUAL RECERTIFICATION AND PROJECT ELIGIBILITY

A.  Recertification

The HOME Program requires the use of the Part 5 definition of 
annual income to measure the eligibility of applicants for HOME 
assistance.  The term “Part 5” is used to refer to annual income as defined at 24 
CFR 5.609.  This is also known as the Section 8 program definition of annual (gross) income.
1.   Information Sheets and Sample Forms
Strong written guidance is important.  HOME has developed this manual for both State Recipients and CHDOs to provide information and extensive supporting documentation specifically for your use.

a.  Information Sheets


Information sheets which may be used during the income certification 
process are identified below.  These documents are provided in 
Appendices to Chapter II to encourage consistency and optimal results. 

Chapter II – Eligibility and Income Certification

· Appendix II-A “Definitions of Family, Elderly, and Disabled”

· Appendix II-B “HUD’s Acceptable Forms of Verification”

b. Sample Forms

Sample forms which may be used during the income certification process are listed below, and are also provided in the Appendix to Chapter II.  These forms are not required.  They are provided simply to encourage consistency and optimal results.

Appendix II-C “Tenant Income Certification” – This form is based on the sample provided on page 17 of HUD’s “Technical Guide for Determining Income and Allowances for the HOME Program.”  Additional fields were provided to record the move-in date, anniversary date, type of certification (initial, annual, other), and signature of owner or representative.

Appendix II-D “Third Party Release” form – Written documentation sent directly by a third-party source is the preferred method of verification.  It is assumed that third-party sources will send written verification to the owner through the mail.  However, the owner may obtain accurate third-party written verification by facsimile, e-mail, or Internet, if adequate effort is made to ensure that the sender is a valid third-party source. 

Appendix II-E “Record of Oral Verification” – Although written requests and responses are generally preferred, conversations with a third party are acceptable if documented through a memorandum to the file that notes the contact person, information conveyed and date of call.

2.  Annual Recertification Key Regulations 

· 24 CFR 5.657 Section 8 Project-based Assistance Programs: Re-
examination of Family Income and Composition
· 24 CFR 880.603, 884.218, 886.124, 886.324, 891.410, 891.610, and 
891.750 Re-examination of Family Income and Composition

· 24 CFR 5.659 Family Information and Verification 
· 24 CFR 5.216 Disclosure and Verification of Social Security and Employer Identification Numbers

Eligibility for certain projects, certain income deductions, and preferences are based upon whether the family is identified as elderly or disabled, or whether a family has any individual members who are elderly or disabled.  Therefore, verifications of age and disability status are very important issues in determining eligibility and rent.

3.  Key Requirements
Owners must conduct a recertification of family income and composition at least annually.  Once household and income information has been established and verified, the owner must compare the information to the appropriate HUD income limits to determine if the household is still eligible for participation in the HOME Program.
Tenants must supply information requested by the owner for use in a regularly scheduled recertification of family income and composition in accordance with 24 CFR Part 5 requirements.
Tenants must sign consent forms, and owners must obtain third-party verification of the following items and document them in the tenant file (or document why third-party verification was unavailable).  
· reported family annual income;

· the value of family assets; and
· If applicable, expenses related to deductions from annual income and other factors that affect the determination of adjusted income. 

4.  Timing of Income Certifications


Annual recertifications must be completed by the tenant’s recertification 


anniversary date.   Per HUD’s Multi-Family Occupancy Handbook (dated 


05/03), policy changes include a revised recertification timeline.  The 


recertification must 
start 120 days prior to the tenant’s anniversary 


date and must be completed by the tenant’s recertification anniversary 


date.  



The recertification anniversary date is the first day of the month in which 


the tenant moved into the property.  However, owners may establish other 

alternative anniversary dates.  Please refer to Appendix IX-B “Timing 


of Annual Recertifications” for more information about establishing an 


alternative anniversary date and HUD’s 120 day advance notice policy. 


5.  Most Common Recertification Mistakes 
a.  Making Comparisons – Not comparing new information to the last recertification.  You must compare all information received this year to last year’s information.  

· If an employer has changed, you must verify both the new employment as well as verify the termination of the previous employer.  
· Also, if they have changed banks, you must verify that the accounts have been closed at their old bank as well as their account balances at the new bank.  
· If they don’t report any income that was received last year (i.e. Child Support, etc.), then you must verify that they no longer have these sources of income.
b.  Gross vs. Net – You must use the “gross” amount of income instead of the “net” amount (especially when calculating Social Security).

c.  Family Assets – You must use the current balance in savings accounts and the average monthly balance in checking accounts for the last 6 months;
d.  Adult Family Members – Not verifying the income of all family members 18 years of age or older.  You must be sure to pay attention to ages of all family members.  There may be children in the home who have turned 18 since the last recertification and must now be included in the current income / asset examination.

e.  Temporary Income – Using only the number of weeks the  income is received.  If a family indicates that income might not be received for the full 12 months, you must still annualize the income as if they will continue receiving it for the full year.  Advise the family to report when their income situation changes.

f.   Inadequate Documentation Why Third-Party Verification Is Not  Available –When third-party verification is not available, owners must document in the file efforts made to obtain the required verification and the reason the verification was not obtained.  The owner must include the following documents in the applicant’s or tenant’s file:

· A written note to the file explaining why third-party verification is not possible; or

· A copy of the date-stamped original request that was sent to the third party;

· Written notes or documentation indicating follow-up efforts to reach the third party to obtain verification; and

· A written note to the file indicating that the request has been outstanding for four weeks or more without a response from the third party.

g. Adoption Assistance – only $480 of the adoption assistance payment is counted per adopted child.  Exclude any amount in excess of $480.

B.
Project Eligibility

1.  Key Requirements


While Program eligibility determines whether applicants are eligible for assistance, Project eligibility establishes whether applicants are eligible to reside in the specific project to which they have applied.  Three things may affect whether an applicant is eligible for occupancy in a 
particular project:

a. The extent to which all or some of the units in a project are 


designated for specific family types, such as elderly or disabled;

b. The project-specific occupancy standards established by the owner, 
the family size, and the unit sizes available in the project, and

c. In some instances, a family’s intention to use a housing choice 
voucher subsidy that may be used in some projects but not in others.

Although individual programs often serve more than one tenant population, individual projects might not.


2.    Matching Applicant Eligibility to Project

There are multiple steps in determining the match between a project’s 



eligibility 
requirements and a particular applicant’s eligibility to live in the 


project.  Steps to review applications are:

1.  Confirm the eligibility rules for the project;

2.  Determine the applicant family type in relation to project eligibility rules;

3.  Determine the current occupancy of project units in relation to the populations intended to be served;

4.  Compare the applicant’s characteristics in relation to the availability of units; and

5.  Decide the appropriate response to the applicant from one of the following: 


 (a) meets eligibility requirements and unit available;


(b) meets eligibility but unit not available; or


 (c) does not meet eligibility.


3.  Determining Eligibility of a Remaining Member of a Tenant Family

Periodically, family composition changes after initial occupancy.  If the qualifying person leaves the unit, a determination must be made as to whether the remaining member of the household will be eligible to receive assistance.  Eligibility depends upon the type of project occupied and other issues.  

The following basic requirements for eligibility must be met for a person to qualify as a remaining member of a household:

a. The individual must be a party to the lease when the family member leaves 
the unit.
b. The individual must be of legal contract age under state law.

c. The owner must determine if the individual(s) still residing in the unit meet the eligibility requirements for the project, income and age or disability.  If the individual is not eligible for the project, he/she may not receive rental assistance and depending upon the type of project, he or she may or may not be allowed to remain in the unit.

4.   Occupancy Standards

Owners must develop and follow occupancy standards that take into account the size and number of bedrooms needed based on the number of people in the family.


Occupancy standards serve to prevent the over- or underutilization of units that can result in an inefficient use of housing assistance.  Occupancy standards also ensure that tenants are treated fairly and consistently and receive adequate housing space.  Occupancy standards must be part of an owner’s tenant selection procedures.


Owners apply their occupancy standards before assigning the family to a unit.  Owners should review family size and occupancy standards prior to completing all of the required verifications so that if the property cannot accommodate the family, the owner may immediately inform the family of its ineligibility.


Owners also compare family composition to occupancy standards when there is 
a change in family size.  This comparison is done to determine whether the family needs to transfer to another unit.

Minimum Occupancy Standards

California Code of Regulations

Title 25, Division 1, Chapter 7, Subchapter 19

Commencing with Section 8300

Effective date:  September 29, 2003

Section 8305: Tenant Selection

Owners shall rent vacant units to households with no less than the number of people specified in the following schedule:

Unit Size

Minimum Number of Persons in Household

SRO



1


0-BR



1


1-BR



1


2-BR



2


3-BR



4


4-BR



6


5-BR



8

An owner may assign tenant households to units of sizes other than those indicated as appropriate in the table above if the owner reasonably determines that special circumstances warrant such an assignment and the reasons are documented in the tenant’s file.  The owner’s determination is subject to approval by the Department.  Through the Project’s Tenant Selection or Management Plan, an owner may receive advance Department approval of categorical exceptions to the above schedule.

Maximum Occupancy Standards
24 CFR 982.401 - Housing quality standards (HQS)

(a) (3) - All program housing must meet the HQS performance requirements both at commencement of assisted occupancy, and throughout the assisted tenancy. 

Space and Security – Acceptability Criteria

(d) (2) (ii) - The dwelling unit must have at least one bedroom or living /sleeping room for each two persons. Children of opposite sex, other than very young children, may not be required to occupy the same bedroom or living /sleeping room. 
III.
UNIT INSPECTIONS


1.  Key Regulation:  HOME Final Rule 24 CFR 504. (d) (1) – annual inspection


2.  Move-In Inspection
The move-in inspection is an opportunity to familiarize the tenant with the project and the unit, as well as to document its current condition.  By performing move-in inspections, owners and tenants are assured that the unit is in livable condition and is free of damages.  A move-in inspection gives the owner an opportunity to explain to the new residents the tenant’s responsibility for damages caused to the unit by family members and visitors, discuss the house rules, and familiarize tenants with the operation of appliances and equipment in the unit.

3.  Move-Out Inspection
Upon the unit being vacated by the tenant, an owner performs a move-out inspection to ensure there are no damages to the unit.  The owner should list the damages on the move-out form and compare it with the move-in form to determine if the damage is reasonable wear or tear or excessive damage caused by the tenant's abuse or negligence.  The tenant should be given prior notice of the move-out inspection and be allowed to accompany the owner if the tenant chooses.  Ideally, the tenant should accompany the owner on the move-out inspection so that any discrepancies can be discussed and a decision reached as to the extent of the damage and who is responsible for the cost associated with the damage.

4.  Annual Unit Inspection

Move-in and move-out inspection forms should not be confused with annual unit inspections performed by owners and physical inspections performed by HOME Program staff and/or State Recipients.  Owners perform unit inspections on at least an annual basis to determine whether the appliances and equipment in the unit are functioning properly and to assess whether a component needs to be repaired or replaced.  This is also an opportunity to determine any damage to the unit caused by the tenant's abuse or negligence and, if so, make the necessary repairs and bill the tenant for the cost of the repairs.


HOME has the right to inspect the units and the entire property to ensure that the 
property is being physically well maintained.  

Please refer to Chapter XI “Long Term Monitoring” for more detailed 
information about property standards, inspections, and forms.

IV.
UTILITY ALLOWANCE SCHEDULE

If the cost of utilities is not included in the rent to the owner, a local schedule of 
utility allowances is used to determine the amount assisted families need to 
cover the cost of utilities.  Utility allowance amounts may be determined in any of 
the following ways:

· Determination by the local public housing authority;

· Determination by the participating jurisdiction; or

· Proposed by the property owner, with documentation and approved by the 
participating jurisdiction.


Generally, utility allowance schedules are obtained from the local housing 
authority.  The schedules are used to calculate rent regardless of whether the 
actual utility bills paid by the tenant are higher or lower than the allowance.


Each housing authority is required by Section 982.517 of the Code of Federal 
Regulations to establish utility allowance schedules.  In addition, Section 982.517 
(c) (1) of the regulations requires that the utility allowance schedules be reviewed 
at least annually to determine if any subsequent adjustments are necessary, as 
is the case if there has been a change of 10 percent or more in a utility rate since 
the last time the utility allowance schedule was revised.


Each housing authority must maintain a utility allowance schedule for all tenant-
paid utilities (except telephone, cable, or satellite television); for the cost of 
tenant-supplied refrigerators and ranges; and for other tenant-paid housing 
services (e.g., trash collection).  The utility allowance schedule must be prepared 
and submitted in accordance with HUD requirements on the form prescribed by 
HUD.


The HOME rent limits include a utility allowance.  Except where a unit has a 
project-based rental subsidy, at no time may the total of the following amounts 
exceed the allowable HOME rent:
· tenant share of rent, 
· subsidy (if applicable), and 
· the utility allowance 
However, households receiving project-based rental subsidies are subject to rents allowable under the federal or State project-based rental subsidy program, not the HOME rent limits.  

The appropriate utility allowance is based on the actual unit size and type.  Use the current allowance at initial certification and at each recertification.


Utility allowance calculation errors must be corrected as follows:

Tenant based Section 8 households – Send written notification to the local 
housing authority of an adjustment effective at the next interim or recertification.


Non-Section 8 households – If the error results in a tenant rent overcharge, 
reimburse or 
credit the household retroactive to the effective date of the rent 
increase.  


Please refer to Appendix IX- I   to view a sample “Utility Allowance 
Schedule” form.
V.
LEASE REQUIREMENTS AND ATTACHMENTS

1.  Overview


HOME Final Rule 24 CFR 92.253 (a):  The lease between a tenant and an owner 
of rental housing assisted with HOME funds must be for not less than one year, 
unless by mutual agreement between the tenant and the owner.

HOME Final Rule 24 CFR 92.253 (c):  An owner may not terminate the tenancy or refuse to renew the lease of a tenant of rental housing assisted with HOME funds except for serious or repeated violation of the terms and conditions of the lease; for violation of applicable Federal, State, or local law; for completion of the tenancy for transitional housing; or for other good cause.  To terminate or refuse to renew tenancy, the owner must serve written notice upon the tenant specifying the grounds for the action at least 30 days before the termination of tenancy.

HOME Final Rule 24 CFR 92.252 (f) (3): Any increase in rents for HOME-assisted units is subject to the provisions of outstanding leases, and in any event, the owner must provide tenants of those units not less than 30 days prior written notice before implementing any increase in rents.

A “Sample Lease Agreement” is provided for your review in Appendix IX-J
See Appendix IX-C “One Year Expiration Date Guide” for assistance in how to calculate a one year lease.


To meet federal regulations, the lease must:
· allow the owner, HOME Recipient, and HCD to make inspections;

· advise the residents of the requirement for annual income certification; and

· require the residents’ cooperation in the annual certification / unit inspection process.

The lease must also include language about HOME Program Regulations as 
follows:
· “This lease and your occupancy of the premises are governed by the Regulations of the State of California, Department of Housing and Community Development, HOME Investment Partnerships Program (HOME Program), Title 25 of the California Code of Regulations, Section 9200, et. Seq. and the Federal Final Rule 24 CFR Part 92 (Rule).”

2.
Attachments to the Lease (Three common attachments to the lease 
are described in the following paragraphs):

a.  Lead-Based Paint Disclosure Form – Required by federal regulations


40 CFR Part 745, subpart F and 24 CFR Part 35, subpart A – “Requirements for Disclosure of Known Lead-Based Paint and/or Lead-Based Paint Hazards in Housing”, published March 6, 1996, specifies the types of information that owners must give to applicants prior to signing their leases.  


These requirements apply to all properties built prior to January 1, 1978, including cooperatives, with certain exemptions established by regulation.  See below for a list of specific exemptions when the disclosure rule does not apply.  If a property is exempt, the owner does not need to comply with the requirements discussed in this paragraph.

	Disclosure Rule Exemptions

Rental property found to be lead-based paint free by a lead-based paint inspector certified under the federal certification program or under a federally accredited State or Tribal certification program.

Zero-room dwelling units, including single room occupancy (SRO) units

Housing specifically designated for the elderly or persons with disabilities, unless a child under age 6 resides or is expected to reside in the unit.

Short-term leases of 100 days or less when no lease renewal or extension can occur.


b. House Rules 

Developing a set of house rules is a good practice.  By identifying 


       allowable and prohibited activities in housing units and common 


      areas, owners provide a structure for treating tenants equitably and for 

      making sure that tenants treat each other with consideration.  House 


      rules are 
also beneficial in keeping the properties safe and clean and 


      making them more appealing and livable for the tenants.

The decision about whether to develop house rules for a property 


       rests solely with the owner, and HUD’s or HCD’s review or approval is 

       not required.  Owners, however, must be careful not to develop 


      restrictive rules that limit the freedom of tenants.  If owners develop 


      house rules for a property, these rules must be consistent, reasonable, 

      and must not infringe on tenants' civil rights.  

House rules are listed in the lease as an attachment to the lease.  It is 


       important, however, to recognize that house rules do not replace the 


       lease.  House rules must not create a disparate impact on tenants 


       based on race, color, national origin, religion, sex, disability, or familial 

       status.

c. Pet Rules

Pet rule requirements in this paragraph apply to housing for the elderly 

       and persons with disabilities.  

These pet rule requirements do not apply to family housing.  Those 


       properties are instead covered by State and local requirements. 

The regulations apply to household pets only defined as:


“Common Household Pet  


A domesticated animal, such as a dog, cat, bird, rodent (including a rabbit), fish, or turtle, that is traditionally kept in the home for pleasure rather than for commercial purposes.  Common household pets do not include reptiles (except turtles).  If this definition conflicts with any applicable State or local law or regulation defining the pets that may be owned or kept in dwelling accommodations, the State or local law or regulations shall apply.  This definition does not include animals that are used to assist persons with disabilities.  [24 CFR 5.306]” 

 An owner must not apply house pet rules to assistance animals 


       (service animals) and their owners.  This prohibition does not 



       preclude an owner from enforcing State and local laws, if they apply.

NOTE:  An owner must not apply house pet rules to assistance animals and their owners.  However, this prohibition does not preclude the owner from enforcing State and local health and safety laws, if they do not apply, nor does it preclude the owner from requiring that the tenant with a disability who uses an assistance animal be responsible for the care and maintenance of the animal, including the proper disposal of the assistance animal’s waste.

3.
Key Regulations:  



a.  Lease Requirements  


24 CFR 5.360, 891.425 


b.  Lead-Based Paint


24 CFR part 35, subpart A and 40 CFR, part 745, and


24 CFR 35.130 


c.  Pet Regulations

24 CFR Part 5, subpart C 

d.  Prohibited Lease Provisions

HOME Final Rule 24 CFR 92.253 (b) – 

Please refer to Appendix IX-D for the list.
VI.
SECURITY DEPOSITS AND FEES

1.  HOME Regulatory Agreement:



Per Section 11 (Security Deposits) of the HOME Regulatory Agreement:



a.
Security deposits shall be required of tenants only in accordance 



with State law and the Regulatory Agreement.



b.
Any security deposits collected by the Borrower or Borrower’s 



Agent shall be kept separate and apart from all other funds of the 



Development in a trust account with a depository insured by the 



Federal Deposit Insurance Corporation (F.D.I.C.), or other 




comparable federal deposit insurance program, and shall be held 



and disbursed in accordance with State law.  The balance of such 



account shall at all times equal or exceed the aggregate of all 



outstanding obligations under said account, plus accrued 




interest thereon.


2.  Collection of the Security Deposit:



It is recommended the owner collect a security deposit at the time of the 


initial lease execution.



The amount of the security deposit established at move-in does not 


change when a tenant’s rent changes. The owner must comply with any 


applicable State and local laws governing the security deposit.



The tenant is expected to pay the security deposit from his/her own 



resources, and/or other public or private sources.



The owner may collect the security deposit on an installment basis.



An applicant may be rejected if he/she does not have sufficient funds to 


pay the deposit.



The security deposit is refundable.  


3.  Refunding and Use of Security Deposits and Fees: 



The use and return of security deposits is a frequent source of friction 


between landlords and tenants.  To avoid confusion and legal aggravation,


your lease or rental 
agreement should be clear on:

· The dollar amount of the security deposit (be sure you comply with 
State laws setting maximum amounts);

· How the deposit may be used (for example, for damage repair) and 
not used (such as for last month’s rent);

· When and how the deposit will be returned, accounting for 
deductions after tenant move-out; and

· Any legal non-returnable fees, such as for cleaning or pets.



It is also a good idea to include details on where the deposit is held and 


whether interest on the deposit will be paid to the tenant.



In order to receive a refund of the security deposit, a tenant must provide 


the owner with a forwarding address or arrange to pick up the refund. 


4.  Security Deposits for Tenants Transferring to Another Unit: 


When a tenant transfers to a new unit, an owner may:

· Transfer the security deposit; or

· Charge a new deposit and refund the deposit for the old unit.

5.  Fees (charges) in Addition to Rent:

a.  Charges for Late Payment of Rent

Owners may assess a charge if the tenant has been given at least 5 calendar days as a grace period to pay the rent.  The rent must be received by the fifth day, not postmarked by then.  On the sixth day, the owner may charge a fee.


An owner may deduct accrued, unpaid late charges from the tenant’s 
security deposit at the time of move-out, if such a deduction is permitted 
under State and local laws.


An owner must not evict a tenant for failure to pay late charges.

b.   Pet Deposits 

The pet rules may require tenants to pay a refundable pet deposit, but 
apply only to those tenants who own or keep cats or dogs in their 
units.  This deposit is in addition to any additional financial obligation 
generally imposed on tenants of the property.


Assistance animals that assist persons with disabilities are considered 
to be auxiliary aids and are exempt from the pet policy and from the 
refundable pet deposit.


An owner may use the pet deposit only to pay reasonable expenses 
directly attributable to the presence of the pet on the property.  Such 
expenses would include, but not be limited to, the cost of repairs and 
replacement to the unit, fumigation of the unit, and the cost of animal 
care facilities.


Owners must return the unused portion of a pet deposit to the tenant 
within a reasonable time after the tenant moves from the property or 
no longer owns or keeps a household pet in the unit. 

c.  Key Regulation 

     24 CFR 5.318 Discretionary Pet Rules (Pet Deposit)

VII.
BRIEFING NEW TENANTS


1.  Overview


HOME does not require a briefing with residents prior to occupancy, but it is good 
practice for managers to incorporate this briefing as a part of their routine 
process.  Holding a meeting prior to occupancy helps an owner ensure that new 
tenants understand the terms of the lease.  It also gives the owner an opportunity 
to relay important information about resident rights, lead-based paint disclosure, 
house rules, and conditions for termination of assistance and tenancy.  At the 
same time, information provided during tenant briefings gives tenants a clear 
understanding of the owner’s responsibilities and better enables tenants to 
fulfill their own responsibilities.  The briefing gives the tenant an opportunity to 
ask questions and discuss the information being presented. 

2.  Briefing Topics

The briefing may cover a variety of topics.  The following list identifies topics 
related to lease requirements that are important to discuss with the tenant:

· Signatures;

· Term of lease;

· Annual / interim recertifications;

· Rent;

· Security Deposit;

· Lease attachments, when applicable (e.g., move-in inspection report, house rules, lead-based paint disclosure form, pet rules, and live-in aide addendum);

· Other charges;

· Maintenance / damages;

· Rights and responsibilities;

· Penalties for fraud;

· Termination of assistance;

· Termination of tenancy; and

· General rules. 

VIII. 
MANAGEMENT PLAN AND TENANT SELECTION PLAN

1.  Overview


The contents of a project’s Management Plan / Tenant Selection Plan must be 
consistent with the purpose of improving housing opportunities (24 CFR 92.202).

What is the difference between a Management Plan and a Tenant Selection 
Plan?

· A Management Plan covers all aspects of project operations.  The Plan may be used to demonstrate to outside parties (i.e., lenders, investors, concerned neighbors) that the project is well-conceived and professionally managed.  It also serves as a procedural manual and reference guide for all parties involved in running the project, such as the property manager, the site manager, maintenance personnel, and the owners.  
· A Tenant Selection Plan is a formal written policy statement, developed by the owner and available to the public, that clearly states the procedures and criteria the owner will consistently apply in drawing applicants from the waiting list, screening for suitability for tenancy, implementing income targeting requirements, and offering housing assistance and/or assisted housing units.  The Tenant Selection Plan also includes policies applied to residents of the property such as how unit transfers are carried out. 

CHDO rental project owners must rent vacant assisted units in the development 
only to eligible households in accordance with a Management Plan approved by 
the Department.  Such Management Plan may be periodically altered and such 
alteration must be submitted to and approved by the Department prior to use.


Owners of rental projects funded by a State Recipient must rent vacant assisted 
units in the development only to eligible households in accordance with a 
Management Plan approved by the State Recipient.  Such Management Plan 
may be periodically altered and such alteration must be submitted to and 
approved by the State Recipient prior to use.


If requested, owners must provide a copy of the project’s written tenant selection 
policies and procedures to the public.  


2.  MANAGEMENT PLAN

a.  A good Management Plan will address the following areas:
· Clear statement of goals for the property;
· Marketing (including affirmative outreach to target populations);
· Resident selection plan/ fair housing (including forms, procedures, etc.);
· Rent collection procedures;
· Procedures for evictions, turnover, etc.;
· Compliance with applicable laws and regulations;
· Inspection procedures;
· Maintenance procedures (routine maintenance, preventive 
maintenance, response to calls, emergency repairs);
· Form of lease;
· Personnel policies;
· Definitions of roles and responsibilities;
· Reporting systems;
· Budget procedures;
· Fiscal controls;
· Resident services;
· Tenant relations;
· Emergency procedures

b.  HOME Regulations for Management Plan Inclusion:
a.
Affirmative Marketing; Minority Outreach Program 24 CFR 92.351

b.  Income Determinations 24 CFR 92.203

c.  Initial Occupancy of the Development:  Upon initial occupancy, at least 90% of the assisted units must be rented to persons and families with incomes no greater than 60% of area median income. 24 CFR 92.216
d.  Rental Housing 24 CFR 92.252
e.  On-Site Inspection 24 CFR 92.504

f.  Property Standards 24 CFR 92.251

g.  Recordkeeping 24 CFR 92.508
h.  Tenant and Participant Protections 24 CFR 92.253

3.  TENANT SELECTION PLAN RULES

a.  Federal HOME Final Rule 24 CFR 92.253 (d) 



The Tenant Selection Plan must contain written tenant selection       
policies and criteria that:
· Are consistent with the purpose of providing housing for very low-income and low- income families; 
· Are reasonably related to program eligibility and the applicants’ ability to perform the obligations of the lease; 
· Provide for the selection of tenants from a written waiting list in the chronological order of their application, insofar as is practicable, and 
· Give prompt written notification to any rejected applicant of the grounds for any rejection
b.  State Uniform Multifamily Regulations, Section 8305:

The UMRs require that sponsors select only eligible households as tenants of vacant assisted units, using procedures approved by the Department that include:

(1) reasonable criteria for selection or rejection of tenant applications which shall not discriminate in violation of any federal, state or local law governing discrimination, or any other arbitrary factor;


(2) prohibition of local residency requirements;

(3) prohibition of local residency preferences, except where accompanied by an equal preference for employment in the local area and applied to 
areas not smaller than municipal jurisdictions or recognized communities within unincorporated areas;
(4) tenant selection procedures that include the following components, and that are available to prospective tenants upon request:

(A) selection of tenants based on order of application, lottery or other reasonable method approved by the Department;

(B) notification to tenant applicants of eligibility for residency and, based on turnover history for units in the rental housing development, the approximate date when a unit may be available;

(C) notification of tenant applicants who are found ineligible to occupy an assisted unit of their ineligibility and the reason for the ineligibility, and of their right to appeal this determination;

(D) maintenance of a waiting list of applicant households eligible to occupy assisted units and units designated for various tenant income levels, which shall be made available to prospective tenants upon request;

(E) targeting specific special needs populations in accordance 



       with the Regulatory Agreement and applicable laws; and

(F) affirmative fair housing marketing procedures as specified in 
       the Affirmative Fair Housing Marketing Plan Compliance Regulations of the United States Department of Housing and Urban Development, 24 CFR Part 200.620 (a)-(c), or similar affirmative fair housing plan as approved by the Department.
4.  TENANT SELECTION PLAN MINIMUM REQUIRED CONTENTS
a.  Project Eligibility Requirements:

 1.  Project specific requirements  If the property is designated for a special population, such as elderly or disabled, the owner must define population served.  Specific special needs populations must be targeted in accordance with the Regulatory Agreement and applicable laws.

2.  Citizenship/immigration status requirements  The owner must describe how citizenship/immigration requirements are implemented.  At this time, there are no restrictions on the use of HOME-assisted housing by non-citizens.

3.  Social Security number requirements  Requirements for providing SSNs, allowing extended time to provide proof of SSNs and procedures 
used when an individual has no SSN, must be described.

b.  Income Limits.  

The income limit schedule used for the property must be identified (i.e., very low-or low-income).  The specific maximum annual income amounts need not be included.
c.  Procedures for taking applications and selecting from the waiting list.  
1.  Taking applications  The plan must include policies for taking pre-applications (if applicable) and applications.  Selection of tenants must be based on order of application, lottery or other reasonable method approved by the Department.

2.  Notification  The plan must include policies for notification to tenant applicants of eligibility for residency, and based on turnover history for units in the development, the approximate date when a unit may be available.

3.  Preferences  The plan must define each preference adopted for use in the property and any rating, ranking, or combining of the preferences the owner has established that will affect the order in which applicants are selected from the waiting list.  The plan should also describe the acceptable sources of information to verify the qualification for preferences.

Reminder:  Owners implementing residency preferences must do so in compliance with the Department’s Uniform Multifamily Regulations in Section 8305 (a) (3). This prohibits “local residency preferences except where accompanied by an equal preference for employment in the local area and applied to areas not smaller than municipal jurisdictions or recognized communities within unincorporated areas.”
The HOME Program must review and approve any preferences before they can be implemented.  See Page 24 of this chapter for more information on preferences.

4.  Income Targeting.  The HOME Program assists households whose gross income does not exceed 80% of median.  The plan must describe the procedures used by the owner to meet the income requirements.

5.  Applicant screening criteria.  The plan must describe the property’s standards used to screen for information on drug-related or criminal activity (including registration as a sex offender), as well as the other screening activities implemented by the owner (e.g., rental history).

6.  Procedures for rejecting ineligible applicants.  The plan must describe the circumstances under which the owner may reject an applicant.  If the owner establishes a policy to consider extenuating circumstances in cases when applicants would normally be rejected but have circumstances that indicate the family might be an acceptable future tenant, such a policy must also be described in the plan.  

The owner must notify ineligible applicants in writing, state the reason for the ineligibility, and their right to appeal this determination.

d.  Occupancy standards.  


Standards used by the owner to determine appropriate unit size, and 
procedures to place families on the list for more than one unit size, must 
be included in the plan.


Reminder: Owners implementing occupancy standards must do so in compliance with the Department’s Uniform Multifamily Regulations Section 8305 (b) and 24 CFR 982.401, as discussed in this chapter. 

e.  Unit transfer policies and procedures for selecting between 
applicants on the waiting list and current tenants who need:

· A unit transfer because of a change in family size/composition;

· A new unit because of changes in family composition; 

· A deeper subsidy (Rent Supplement, RAP, or Section 8 assistance);

· A unit transfer for a medical reason certified by a doctor; or 

· A unit transfer based on the need for an accessible unit.

f.  Policies to Comply with Section 504 of the Rehabilitation Act of 1973 
and The Fair Housing Act Amendments of 1988.  


1.  Section 504 of the Rehabilitation Act of 1973 prohibits discrimination on 
the basis of disability in any program or activity receiving federal financial 
assistance from HUD.  


2.  The Fair Housing Act prohibits discrimination in housing and housing 
related transactions based on race, color, religion, sex, national origin, 
disability and familial status.  It applies to housing, regardless of the 
presence of federal financial assistance.


3.  Title VI of the Civil Rights Act of 1964 prohibits discrimination on the 
basis of race, color or national origin in any program or activity receiving 
federal financial assistance from HUD.


4.  For projects with 5 or more units, affirmative marketing procedures as 
specified in the Affirmative Fair Housing Marketing Plan Compliance 
Regulations of the 24 CFR 200.620 (a)-(c) or similar procedures as 
approved by 
the Department.

g. Policy for waiting list opening, closing, maintenance


The plan description must include maintenance of a waiting list of 
applicant households eligible to occupy assisted units and units 
designated for various income levels, and the methods of advertising used 
to announce opening and closing of the waiting list.  
See Appendix IX-L for HUD’s article “Application Do’s” featured in the March 2005 edition of “Pacific Currents, Multifamily Housing News.” HUD provides a chart of practical suggestions to create a fair, accessible process for all applicants.
5.  TENANT SELECTION PLAN RECOMMENDED POLICIES AND PRACTICES 

a. General 

In addition to the required content, owners are encouraged to incorporate their own policies and practices regarding the selection of tenants into the tenant selection plan.  By incorporating all policies and procedures in one plan, owners, applicants, and tenants will have one point of reference.  Further, owners will have a single document to which they can direct applicants and tenants when questioned about policies and fairness of treatment.

b.  Notice of modification to the Tenant Selection Plan  

It is also good practice for owners to include a description of the process used to provide notification to applicants on the waiting list and other interested persons (potential applicants) of the implementation of any new or revised tenant selection plan or policies that may affect an applicant or tenancy.
6.
PREFERENCES
Assigning preferences to applicants who meet certain criteria is a way to provide housing opportunities to applicants based upon household circumstances.

Applicants with preferences are selected from the waiting list and receive an opportunity for an available unit earlier than those who do not have a preference.  Preferences affect only the order of applicants on the waiting list.  They do not make anyone eligible who was not otherwise eligible, and they do not change an owner’s right to adopt and enforce tenant screening criteria.

Owners must inform all applicants about available preferences and give all applicants an opportunity to show that they qualify for available preferences.

a.  Uniform Multifamily Regulations (Section 8305)

Preferences are limited by the Department’s regulations.  Sponsors shall select only eligible households as tenants of vacant assisted units, using procedures approved by the Department that include prohibition of local residency preferences, except where accompanied by an equal preference for employment in the local area and applied to areas not smaller than municipal jurisdictions or recognized communities within unincorporated areas.

b.  Owner Adopted Preferences
Owners are permitted to establish other preferences for assisted properties as long as they subordinate to any program specific preferences and comply with 
applicable fair housing and civil rights statutes.  The types of preferences that may be implemented by owners to serve unique groups of needy applicants include:

1.  Residency preferences.  

a.  Refer to the above section 6.a. “Uniform Multifamily 




 Regulations”. 

b.  A residency preference may not be used for the purpose or effect of delaying or otherwise denying admission to a project or unit based on the race, color, ethnic origin, gender, religion, disability, or age of any member of an applicant family.

c.  HOME must approve residency preferences prior to use by the owner.  HOME will approve residency preferences only if the preference does not result in discrimination or violate equal opportunity requirements.

d.  When an owner adopts residency preferences, HOME 
 requires that the owner consider the following as residents:

( 1 )  Applicants who work in the jurisdiction;

( 2 )  Applicants who have been hired to work in the jurisdiction; or 

( 3 )  Applicants who are expected to live in the jurisdiction as a result of planned employment.  NOTE:  “Planned employment” means a bona fide offer to work in a 

municipality.

e.  The owner may treat graduates of, or active participants in, education and training programs located in a residency preference 
area as residents of the area if the education or training program is designed to prepare individuals for the job market.

f.  Owners may not base a residency preference on the length of time an applicant has lived or worked in the area.  

g.  If there are no eligible residents on the waiting list, owners cannot hold units open because of a residency preference.  In this situation, owners must admit the next household on the waiting list. 

2.  Working families.  Owners may adopt a preference in selecting families from the waiting list for those families in which the head of household or spouse is employed.  Even if the owner adopts such a preference, however, discrimination against persons unable to work is prohibited.  Owners must not deny the preference to households in which the head or spouse is 62 or older, or to a person with disabilities.  

3.  Disability.  Owners may adopt a preference to select families that include a person with a disability. Owners may not create preferences for persons with a specific type of disability unless allowed in the controlling documents for the property.  Owners may not apply a preference for persons without disabilities.

4. Victims of Domestic Violence.  Owners may adopt a preference for admission of families that include victims of domestic violence. 
5.  Specific groups of single persons.  Owners may adopt a preference for single persons who are elderly, displaced, homeless, or persons with disabilities over other single persons. 

c.  Determining the Relative Weight of Owner-Adopted Preferences

Owners may decide to assign various levels of importance to owner-adopted preferences.  If the owner chooses to do so, a ranking, rating, or combination of preference circumstances must be identified in the Tenant Selection Plan and consistently used.  



d.  Verification of Preferences
Preferences claimed by applicants must be verified.  Owners may verify qualifications for preferences at the time the application is submitted if the tenant 
is placed on the waiting list or verify qualifications for preferences when a unit 
becomes available.



e.  Acceptable Verification Methods
1.  Verification of displacement.  The applicant must provide documentation of government displacement or displacement as a result of a presidentially declared disaster.  Acceptable documentation includes copies of local government condemnation or displacement notices or government notices indicating that an applicant is eligible for disaster relief benefits.  If these documents are not available, the owner may accept a letter (on appropriate letterhead) from a government organization confirming that the applicant is being displaced by government action or a presidentially declared disaster.  If written documents cannot be obtained, the owner may verify the displacement by phone with the local government office, or a disaster relief office, and make a notation in the file as to the date of the oral verification.

2.  Verification of military status.  The applicant may provide a current military identification card or a letter on appropriate letterhead confirming current military status.  The owner must collect the documentation for the head of household, spouse, or co-head.

3.  Veterans.  A preference for veterans may be verified with any of the following:

· A letter from the Veterans Administration (VA); 

· A document indicating that the applicant receives VA benefits; or

· Military discharge documents.

4.  Residency preferences.  Documentation of the residential address within the municipality may be obtained from copies of utility bills (electricity or gas), lease agreements, or other documents that include a residential address and the name of the head of household, co-head, or spouse.  Persons who are planning to live in the municipality as a result of current or planned employment may provide a letter from a current or future employer or a current work identification badge with the office address.

6. Working families.  Documentation of employment may include a letter from an employer or payroll check stubs. 

7.  Disability.  Documentation of disability must confirm only the existence of a disability and not the nature or extent of the disability.  Verification of disability may be provided by form or letter, from a physician, psychologist, clinical social worker, or other licensed health care professional.  In addition, verification of disability may also be provided by documentation verifying receipt of Social Security disability payments (i.e., award letter indicating disability payments are provided).

8.  Age.  Documentation of age is used to confirm that applicants claiming an elderly preference are 62 years of age or older.  Acceptable documentation may include birth certificates or social security or military documents that show the applicant’s birth date.  

7.
Affirmative Fair Housing Marketing Plan

Each multi-family property of five or more units built or substantially rehabilitated since July 1972 must develop and carry out an Affirmative Fair Housing Marketing Plan.  Owners must comply with the requirements of their Affirmative Fair Housing Marketing (AFHM) Plan, which is designed to promote equal housing choice for all prospective tenants regardless of race, color, religion, sex, disability, familial status, or national origin.  The AFHM Plan is the owner’s blueprint for marketing activity. 

Owners must review their AFHM Plan at least every five years and update as needed to ensure compliance.  A review may indicate that revisions to the Plan are necessary if the population of the property area has changed over time, and thus targeted marketing efforts should change.  The owner should review the demographics of the project area and determine whether advertising efforts should be targeted to different groups.  When reviewing and updating the Plan, the owner should also determine whether the advertising sources still exist and whether advertising sources used in the past should be changed or expanded.
Please refer to Appendix IX-K “Sample Affirmative Marketing Plan” for guidance in updating the project’s plan.

IX.
REGULATORY AGREEMENT PROVISIONS

In affordable rental housing, successful property management requires a commitment to develop the specialized skills needed to meet affordability requirements.  We recommend that the owner and property management retain a copy of the project’s HOME Regulatory Agreement for compliance guidance.  
The Department will annually monitor CHDOs to ensure continued compliance with Regulatory Agreement requirements INCLUDING Operating Reserves and Replacement Reserves.   
State Recipients must also monitor rental projects for continued compliance with HOME regulatory requirements.
For more information about Regulatory Agreement requirements, reserve accounts, and asset management, refer to the section titled “Long-Term Monitoring of CHDO Rental Projects” located in Chapter XI.  Be sure to also review the Appendices of Chapter XI “Long-Term Monitoring.” 
State Recipients are required to have a written system in place to review HOME compliance, and are encouraged to review the section “CHDO Long-Term Monitoring of HOME-Assisted Rental Projects” in Chapter XI to identify “best practices.”

NOTES:
	

	

	


X. 
MONITORING

Monitoring is the primary tool used to ensure program and/or project compliance with HOME Program requirements.  Programs and projects will participate in a Close-Out Monitoring conducted by HOME Program staff.  Once any corrective actions have been completed, the monitoring staff will send a clearance letter and close the file.  For more information about the “Close-Out Monitoring” process, please refer to Chapter X.
Long-Term Monitoring of rental projects will continue during the entire period of affordability.  For more information about “Long-Term Monitoring,” please refer to Chapter XI.
XI. 
ADDITIONAL RESOURCES

Asset Management: Strategies for the Successful Operation of Affordable Rental Housing, HUD-2018-CPD May 2000

Technical Guide for Determining Income and Allowances for the HOME Program


Third Edition HUD-1780-CPD January 2005 for Part 5 (Section 8) method
Tenant Based Rental Assistance – A HOME Program Model
HUD-1658-CPD January 1997

HUD Handbook 4350.3 “Occupancy Requirements of Subsidized Multifamily Housing Programs”
This handbook applies to many of HUD’s multifamily housing programs including Section 8 and Section 236.  

Access the handbook through HUDCLIPS: www.hudclips.org/cgi/index.cgi to print:


Chapter 2
Civil Rights and Non-Discrimination Requirements


Chapter 3
Eligibility for Assistance and Occupancy


Chapter 4
Waiting List and Tenant Selection


Chapter 5
Determining Income and Calculating Rent


Chapter 6
Lease Requirements and Leasing Activities


Chapter 7
Recertification, Unit Transfers and Gross Rent Changes
The HOME Program does not require the use of this handbook, but many will find the information in it helpful in understanding and clarifying the Part 5 income rules and requirements.  The handbook is updated whenever changes are made to the regulations.

Chapter IX - 1
2006 Contract Management Manual

Chapter IX - 29
2006 Contract Management Manual


