STATE OF CALIFORNIA -BUSINESS, TRANSPORTATION AND HOUSING AGENCY
EDMUND G. BROWN JR., GOVERNOR
DEPARTMENT OF HOUSING AND COMMUNITY DEVELOPMENT

[image: image1.png]


DIVISION OF FINANCIAL ASSISTANCE
HOME INVESTMENT PARTNERSHIPS PROGRAM
P.O. Box 952054

Sacramento, CA  94252-2054

(916) 322-0356

FAX (916) 322-2904
	HOME Management Memo #13-01

Date:
 April 16, 2013




To:  HOME State Program Activity Recipients and interested parties

From:  Tom Bettencourt, Branch Chief

RE:  Final Policy for use of grant funds with HOME-funded Owner Occupied Rehabilitation (OOR)
The recently-approved revision to State HOME Program Regulations §8205(b)(3) allows the use of HOME funds for grants when the homeowner’s equity is insufficient to provide the collateral necessary to secure a HOME OOR assistance loan (assuming a maximum 100% loan-to-value ratio).  The amount of the grant cannot exceed 25% of the HUD per unit subsidy limit [221(d)(3)] established pursuant to 24 CFR 92.250(a) and is in addition to any other grant funds provided for relocation and lead-based paint mitigation. 

State Recipients must submit a pre-approval package to HCD prior to committing any HOME funds to an Owner Occupied Rehabilitation (OOR) project that requires grant funds.  The package must include the following items: 

· HCD’s “HOME OOR Subsidy Calculation Tool” (attached)
· property inspection report
· digitial photos showing interior and exterior condition
· work write-up

· project cost estimate prepared by the Rehabilitation Specialist
· Note: at least one of the preceding two documents must classify items as health and safety-required, code-required, weatherization, accessibility, or General Property Improvements
· your estimate of projected after-rehabilitation value, including the comparable sales information used to make this determination, and your analysis of the comparable sales information to support your conclusion of estimated projected after-rehabilitation value
· evidence of the current principal balance(s) of all lien(s) against the property
Submit the package to Nicole' McCay at nicole.mccay@hcd.ca.gov and home@hcd.ca.gov.  If the project needs to be reconstructed, submit the Test for Reconstruction at the same time.  HCD will provide its preliminary determination, which may be a request for additional information or clarification, within 5 to 7 business days.  If conditionally approved, then (and only then) order a projected after-rehabilitation appraisal by an independent licensed appraiser, and follow your normal procedures to obtain bids. You may proceed with the project provided that appropriate adjustments are made if the appraisal or bids/project cost vary. For example, if the appraisal is $5,000 higher than your estimate, then the grant must be reduced by $5,000 and the loan increased by $5,000.  Include the appraisal with the project set-up form and explain any necessary adjustments. 
The following table illustrates this process assuming the actual bids are consistent with your estimate: 

	Your estimate of after-rehab value
	Grant 
	Appraiser’s estimated after-rehab value 
	Then the grant size is changed to

	$100,000
	$20,000
	$105,000
	$15,000

	$100,000
	$20,000
	$95,000
	$25,000


The amount of the grant will be the result of this formula: 

· Estimated rehabilitation cost to address health and safety-required, code-required and other improvements
· Plus total of all existing liens

· Less projected after-rehab value

· Equals grant amount (if a positive number) not to exceed rehabilitation cost.  The grant may not exceed 25% of the applicable 221(d)(3) limit http://www.hcd.ca.gov/fa/home/homelimits.html. If a bedroom is proposed to be added, use the limit for the proposed, larger, number of bedrooms
· Deduct funding provided by other programs

· Additional HOME funds may be provided as grants for relocation, the least-cost alternative to mitigate lead-based paint contamination, and Activity Delivery Costs (ADC).  The total HOME assistance, including loans, grants, and ADC must not exceed the full applicable 221(d)(3) limit
· HOME funds will still be provided as a loan (rather than grant) up to 100% of projected after-rehabilitation value

· Note: the projected after-rehab value cannot exceed the applicable sales/value limit for each county.
A contingency may be included in the project costs. However any unused contingency must be credited first to the grant amount, not to the loan amount. 
Maximum size of reconstructed home (when HOME grant funds are used)
When grants are used for reconstruction projects, the reconstructed home must not exceed the limits established below. The grantee may choose either option provided the method is incorporated into their program guidelines and will apply to all homes assisted under those guidelines. 

Option 1: Use this chart
	Existing home size (in square feet) excluding garage
	Maximum size of reconstructed home (in square feet)
	Maximum size when a bedroom and/or bathroom is needed to alleviate overcrowding

	
	
	1 bedroom
	1 bathroom
	1 bedroom and 1 bathroom

	Less than 800
	   950
	1,075
	1,025
	1,150

	800-899
	1,050
	1,175
	1,125
	1,250

	900-999
	1,150
	1,275
	1,225
	1,350

	1,000 – 1,099 or more
	1,250
	1,375
	1,325
	1,450


Option 2: Increase the square footage by up to 20% of the existing home size plus 125 square feet for each additional bedroom and 75 square feet for each additional bathroom needed to alleviate overcrowding.
Exceptions to these limits will be considered by the Department when the reconstructed home is a mobilehome or if there is a local ordinance requiring that all reconstructions — not just those funded by government programs — be of a certain minimum size. Provide the ordinance for HCD review. 
This chart illustrates the application of these limits: 

	Type of activity
	Does project need HOME grant funds (in addition to lead paint, relocation and ADC costs)?
	Maximum size limits apply?

	OOR
	No
	No

	OOR
	Yes
	Yes

	OOR/Mobilehome as reconstructed home
	Yes
	Case by case HCD review. 

	OOR/Local ordinance requiring minimum size for all reconstructions
	Yes
	No, but HCD must review the local ordinance. 


HCD Pre-approval is required as follows: 
	Reconstructions with no increase in square footage
	Reconstructions with an increase in square footage
	Any activity involving use of HOME grants

	HCD pre-approval required unless the local agency receives an HCD waiver. 
	HCD pre-approval required
	HCD pre-approval required


