Section 19
HOUSING TRUST FUND

PROGRAM DESCRIPTION

AND REQUIREMENTStc \l1 "XII. PROGRAM DESCRIPTIONS
AND REQUIREMENTS
HOUSING DEVELOPMENT GRANT PROGRAMtc \l2 "HOUSING DEVELOPMENT GRANT PROGRAM
(TRUST FUND)

Introduction
The Housing Development Grant Program ("Trust Fund") (“HDGP”) was created in 1991 to expand the State's supply of housing for low and very low-income families and individuals.  It is designed to provide grants and loans to construct new housing, or to acquire and/or rehabilitate existing structures.  Historically, the Program has been funded with biennial allocations from the Legislature and/or Lottery revenue.   At this time, funding comes from the Public Purpose Charge collected by investor-owned energy providers across the state.

The Housing Development Grant Program has three primary objectives:

· To facilitate the creation and preservation for the longest use, safe and decent affordable housing for low and very low income households, including special needs housing, by providing funds to close a financial gap or pay pre-development costs.

· To encourage the coupling of ancillary social services (e.g., childcare, counseling, health care, etc.) with housing.

· To increase the "leverage" of Trust Fund dollars through the use of other public and private resources.

Application Requirements
HDGP applicants will be evaluated on the following requirements as well as the items listed on the application checklist.  
· Project related resident opportunities and services, including, but not limited to, day care, drug/alcohol counseling, job counseling, skills training, family self sufficiency training, etc.

· Projects that demonstrate a strong probability of serving the original target group or income level for the longest period of time, with a minimum affordability period of 25 years.

Eligible Applicantstc \l3 "Eligible Applicants
Eligible applicants include for-profit businesses, local government entities, housing authorities, nonprofit agencies, nonprofit corporations, and private individuals or corporations.

Eligible Beneficiariestc \l3 "Eligible Beneficiaries
The Housing Development Grant Program is targeted for households, including single individuals, who are low or very low income.

The Program must allocate at least 75% of funding to very low-income households.  Very low income households are those with income at or below 50% of area median income as determined by the State Housing Council based on information from the U.S. Department of Housing and Urban Development.  The remainder of the HDGP funds may be allocated for households above 50% of median income, but at or below 80% of area median income (i.e., low income).

Eligible Activitiestc \l3 "Eligible Activities
Eligible activities under the Program include, but are not limited to, the following:

· New construction, rehabilitation, or acquisition of low and very low-income housing units

· Mortgage subsidies for new construction, rehabilitation, or acquisition of eligible multi-unit projects

· Acquisition or mortgage subsidy for housing units for the purpose of preservation of low-income and very low-income housing
· Engineering or feasibility studies, appraisals, architectural plans or site acquisition.
· Sponsors may draw up to 50% of an HDGP Grant/Loan award prior to completion of all Conditions of Reservation, subject to written pre-approval by the Housing Development Representative.             A recorded Grant Agreement, Declaration of Restrictive Covenants must be in force, or the un-recorded document must be in escrow before funds can be released.
Other Key Application Requirementstc \l3 "Other Key Application Requirements
· The maximum award per application will not exceed $100,000.

· Awards will be disbursed in the form of grants or loans.  If the project for which a grant or loan was awarded changes purpose without prior written approval of the Department, or no longer adheres to the original intent as described in the Application, the award shall be rescinded and/or repaid to the Department.

· Projects assisted with Trust Fund resources must have a proportionate number of units by project cost or cost per unit, designated as TF units. (Example, a $3,136,000 project with 40 units requesting $100,000 in TF should have a minimum of 2 TF units.  $100,000 ÷ $3,136,000 = .0319 x 40 units = 1.27 units, rounded up for a minimum of 2 units and/or a project with a cost per unit of $80,000 requesting $100,000 in TF would need a minimum of 2 units designated as TF.  $100,000 - $80,000 = $20,000 remaining to pay for cost of a second unit).
· For projects involving a mix of market rents and affordable units, the percentage of HDGP funds cannot exceed the percentage of low and very low income units within the project.  (Example:  If 20% of the units within a project will be affordable to persons with income at or below 80% of median, then no more than 20% of the total project cost may be requested from the HDGP program.)

· The Department will adjust the leverage ratio in mixed projects to more accurately reflect the dollars benefiting households at or below 50% of median income.
· Program funds can only be used for project related costs incurred no more than six months prior to the original application.  Only project related costs will be considered.  Costs resulting from holding the land (i.e.: annual property taxes, mowing and other maintenance) are not eligible.

HDGP Loans
The Department will make HDGP funding available as a loan at the sponsor’s request.  The following terms apply:

· Maximum loan term is 30 years.

· Interest rate shall be equal to the interest paid on U. S. Treasury long-term obligations in effect at the time the loan documents are created.  The rate will be equal to the interest rate of the Treasury obligation closest to the term of the loan, but will not be greater than the Treasury rate.
· HDGP loans will be offered with either interest only or interest and principal annual payments, depending upon the debt coverage ratio showing on the CFC Application pro-forma expense budget in place at the time the HDGP loan becomes effective.  Annual payments will include principal and interest for projects demonstrating a total debt coverage ratio on the permanent loan and Trust Fund loan of 1.15 or greater over the term of the loan.  Projects with total debt coverage of less than 1.15 will pay annual interest payments only.  The Department will bill the sponsor according to the terms of the Promissory Note.  Payment will be due 120 days after the calendar year end.  Prepayments will be allowed with no prepayment penalty.  Any principal not paid by the end of the loan period will be immediately due.
· Awarding the Trust Fund as a loan instead of a grant will require the execution of a Loan Agreement and Promissory Note and the execution and recording of a Trust Deed and Regulatory Agreement and Declaration of Restrictive Convenants.
· Trust Fund loans must be included as debt on the Expense Statement of the operating budget.
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