OF REGULATIONS

———
- — . —— - | S —
= = _ e
o I
— —
=
7’/’
."
v

,: VOLUME FIVE e ISSUE SEVENTEEN
"I'I' i !
i )y .‘l‘: ! '
il il May 22, 1989
il il

|

|

1989

Pages 2291 Through 2512




INFORMATION ABOUT THE VIRGINIA REGISTER OF REGULATIONS

VIRGINIA REGISTER

The Virginia Register is an official state publication issued
every other week ihroughout the year, Indexes are published
quarterly, and the last index of the year is cumulative.

The Virginia Register has several functions, The full text of all
regulations, both as propesed and as finally adopted or changed
by amendment are regquired by law to be published in the
Virginia Register of Regulations.

In addition, the Virginia Register is a source of other
information about state government, including all Emergency
Regulations issued by the Governor, and Executive Orders, the
Virginia Tax Bulletin issued periodically by the Deparimeni of
Taxation, and notices of all public hearings and open meetings of
state agencies.

ADOCPTION, AMENDMENT, AND REPEAL OF REGULATIONS

An agency wishing to adopt, amend, or repeal regulations must
first publish in the Virginia Register a notice of proposed action;
a basis, parpose, impact and summary siatement; a notice giving
the public an opportunity to comment on the propesal, and the
text of the proposed regulations. ‘

Under the provisions of the Administrative Process Act, the
Registrar has the right to publish a summary, rather than the full
text, of a regulation which is considered {o be too lengthy. In
such case, the full text of the regulation will be available for
public inspection at ihe office of the Registrar and at the office
of the promulgating agency.

Following publication of the proposal in the Virginia Register,
sixty days musi elapse before the agency may take action on the
proposal. ,

During this time, the Governor and the General Assembly will
review the proposed regulations. The Governor will transmit his
comments on the regulations to the Registrar and the agency and
such comments will be published in the Virginia Register.

Upon receipt of the Governor’s comment on a proposed
regilation, the agency (i) may adopt- the propesed regulation, if
the Governor has no objection to the regulation; (i) may modify
and adopt the proposed regulation after considering and
incorporating the Governor’'s suggestions, or (iil} may adopt the
reguiation without changes despite the Governer’s
recommendations for change.

The appropriate standing commiitee of each branch of the
General Assembly may meet during the promulgation or final
adoption process and file an objeciion with the Virginia Registrar
and the promulgating agency. The objection will be published in
the Virginia Register. Within twenty-one days after receipt by the
agency of a legislative objection, the agency shall file a response
with the Registrar, the objecting legislative Committee, and the
Governor

When final action is taken, the promuigating agency must again
publish the text of the regulation, as adopted, highlighting and
explaining any substantial changes in the final regulation. A
thirty-day final adopiion period will commence upon publication in
the Virginia Register.

The Governor will review the final regulation during this time
and if he objects, forward his objection to the Regisirar and the
agency. His objection will be published in the Virginia Register, If
the Governor finds that changes made io the proposed regulation
are substantizl, he may suspend the regulatory process for thirty
days and require the agency to solicii additional public comment
on the substantial changes,

A regulation becomes eifective at the conclusion of this
thirty-day final adoption period, or at any other later date
specified by the promulgating agency, unless (i) a legislative
objection has been filed, in which event the regulation, unless
withdrawn, becomes effective on the date specified, which shall

he afier the expiration of the twenty-one day extension period; or
(ify the Governor exercises his authoriiy io suspend the regulatory
process for solicitation of additional public comment, in which
event the regulation, unless withdrawn, beromes effective on the
date specified which date shall be after the expiration of the
period for which the Governor has suspended the regulatory
Process.

Proposed action on regulations may be wilthdrawn by the
promulgating agency at any time before final action is taken,

EMERGENCY REGULATIONS

If an agency determines that an emergency situation exists, it
then requests the Governor to issue an emergency regulation. The
emergency regulation becomes operative opon its adoption and
filing with fthe Registrar of Regulations, unless a later date is
specified. Emergency regulations are limited in time and cannot
exceed a twelve-months duration. The emergency regulations will
be published as quickly as possible in the Virginia Register.

During the time the emergency status is in effect, the agency
may proceed with the adoption of permanent regulations through
the usual procedures (See “Adoption, Amendment, and Repeal of
Regulations,” above). If the agency does not chooge to adopi the
regulations, the emergency status ends when the prescribed time
limit expires.

STATEMENT

The foregoing constitutes a generalized statement of the
procedures io be followed. For specific slatutory language, ii is
suggested that Article 2 of Chapter 1.1:1 (§§ 8-8.14:6 through
9-6.14:9) of the Code of Virginia be examined carefully.

CITATION TO THE VIRGINIA REGISTER

The Virginia Register is cited by voluine, issue, page nuinber,
and date. 1:3 VAR. 75-77 November 12, 1984 refers to Volume 1,
Issue 3, pages 75 through 77 of the Virginia Register issued on
November 12, 1984,

“The Virginia Register of Regulations” (USPS-001831) Iis
published bi-weekly, except four times in January, April, July and
October for $85 per year by the Virginia Code Commiission,
General Assembly Building, Capitol Square, Richmond, Virginia
23219. Telephone (804) 786-3581. Second-Clasz Postage Rates Paid
at Richmond, Virginia. POSTMASTER: Send address changes io
the Virginia Register of Regulations, P.0. Box 3-AG, Richmond,
Virginia 23208-1108,

The Virginia Register of Regulations is pubdished pursuani ic
Article 7 of Chapter 1L.1:1 (§ 9-6.14:2 et seq.) of the Code of
Virginia, Individual copies are available for $4 each from the
Registrar of Regulations.

Members of the Virginia Code Commission: Duwdley J. Emicl,
Jr,, Chairman, J. Samuel Glassceck, Vice Chairman; Ressell B
Carneal; Joseph V. Gartlan, Jr; H. Lane Kneedler; Johe Wings
Knowles; E. M. Miller, Jr; Theodore V. Morrisen; William F.
Parkerson, Jr; A. L. Philpott.

Staff of the Virginia Register: Joan W. Smith, Registrar of
Regulations; Ann M. Brawn, Deputy Regisirar of Regulations,
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PROPOSED REGULATIONS

For information concerning Proposed Regulations, see information page.

Roman type indicates existing text of regulations.
heen stricken indicates proposed texi for deletion,

Symbal Key
talic type indicates proposed new text. Language which has

VIRGINIA HOUSING DEVELOPMENT AUTHORITY

NOTICE: The Virginia Housing Development Authority is
exempted from the Administrative Process Act (§ 9-6.14:1
et seq. of the Code of Virginia); however, under the
provisions of § 9-6.14:22, it is required to publish all

proposed and final regulations.

Title of Regulation; VR 400-02-0007. Rules and Regulations
for Section 8 Moderate Rehabilitation Pregram
{(Formerly: Procedures, Instructions and Guidelines for
Section 8 Moderate Rehabilitation Program).

Statutory Authority: § 36-55.30:3 of the Code of Virginia.

Public Hearing Date: N/A
(See Calendar of Events section
for additional information)

Summary:

Pursuant to its Rules and Regulations, the Authorily
has previously adopted Procedures, Instructions and
Guidelines to set forth the requirements and
procedures for its programs. The use by the Authorily
of both its Rules and Regulations and its Procedures,
Instructions and Guidelines with respect to the
Authority’s programs has, in certain instances, resulted
in unnecessary duplication of provisions and may have
created confysion as to applicable procedures and
requirements.

The proposed amendments will adopt and incorporate
the provisions of the Authority’s Procedures,
Instructions and Guidelines into its Rules and
Regulations. The amendments also include certain
changes for clarification and technical correction of
existing provisions in the Rules and Regulations and
the Procedures, Instructions and Guidelines.

The Authority is amending 16 regulations. Seven of the
regulations appeared in the April 24, 1989, issue of
The Virginia Register. The remaining nine regulations
are being printed in this issue of The Virginia
Register.

NOTICE: A summary will not be provided with each
regulation since each summary is identical to the one

above.

VR 400-02-0007. Rules and Regulations for Section 8
Moderate Rehabilitation Program.

§ 1. General program description.

The following preeedures; instruetions and guidelines
rules and regulations will be applicable to the moderate
rehabilitation of rental housing units subsidized under
Section 8 of the US. Housing Act of 1937, as amended
{“section 8") and the applicable rules and regulations
promulgated pursuant thereto (“section 8 rules and
regulations™). These preecedures; instruetions and guidelines
rules and regulations are intended to provide a general
description of the authority’s processing requirements and
are not intended to include all actions involved or
required in the processing of applications. Notwithstanding
anything to the contrary herein, the executive director is
authorized with respect to any application to waive or
modify any provision herein where deemed appropriate by
him for good cause, These proecedures; instruetions and
giddelnes rules and regulations are subject to change at
any time by the authority.

The section 8 moderate rehabilitation program (the
“program’) is designed to:

& I Rehabilitate rental units which are now
substandard or have major building components which
will within two years need repair or replacement;

b: 2. Provide a rental income to an owner that will
repay rehabilitation costs, meet monthly operating
expenses, and allow a reasonable profit (not to exceed
8.0%) on the owner's equity investment in the
property; and

e 3. Provide rental subsidies under section 8 to low
and very low income families and elderly,
handicapped, or disabled persons living in the
rehabilitated units.

Section 8 funding is received from time to time by the
authority from the U.S. Department of Housing and Urban
Development (“HUD”). The authority then solicits and
receives requests from local governmental entities for
allocations of such section 8 funds o their localities, After
approval of such requests, owners of rental housing in
such localities may submit applications for section 8 funds
under the program. The executive director may take such
action as he deems necessary or appropriate in order to
solicit such requests from local governmental entities and
applications from owners of rental housing in the
applicable localities.

Owners of rental housing interested in participating in
this program must first submit applications to the authority
meeting program requirements described herein. The
application shall be in such form and shall contain such
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relevant information as the executive direcior may
require. Applications will be reviewed and, if appropriate,
appreved on a first-come, firstserve basis. After receiving
an approved application, the authority will inspect the
owner’s rental unit(s), determine the work items necessary
to bring the unit(s) up to the authority’s moderate
rehabilitation standards, and estimate the cost of these
improvements, To be eligible for the program, a unit must
require improvements costing a minimum of $1,000.

Feasibility of an owner’s application will be determined,
taking into account current rents or operating expenses,
the estimated cost of required improvements, and ihe
terms of available financing. Owner applications will be
selected based upon the authority’s evaluation of feasible
proposals.

Selection of an owner’s application is contingent upon
the authority’s deiermination that the ienant then
occupying the unit to be rehabilitated is eligible to receive
section 8§ rental assistance under the program. The
authority will not permit ineligible families to be
displaced. Therefore, the authority will not provide subsidy
under the program for units occupied by ineligible families
at the time of submission of the application. However, the
owner may rehabilitate these units as part of a general
upgrading of the property.

The authority wili assist the owner in preparing
rehabilitation work write-ups (detailed description of the
proposed rehabilitation and esiimates of the cosis thereof),
selecting a contractor, and obtaining financing for the
work to be completed. When construction is ready to begin
and financing has been arranged, the authority will
execute an agreement to enter into housing assistance
payments contract (the “agreement”) which provides that,
upon satisfactory completion of all specified improvements
in accordance therewith, the unit(s) will be subject to a
housing assistance payments contract (the “HAP contract”)
at a specified rent.

Upon completion of all required improvements fo the
unit(s), the authority and the owner will execute a 15-year
Housing Assistenece Paymenis Cesnteaet Oohe “HAR
Coniracty HAP contract which esiablishes the reni
(“contract rent”) for the unit(s) and describes the rights
and responsibilities of the owner and the authority
throughout the 15-year term. Subsequent to completion of
the required improvements, the authority and its
adminisirative agent (“administrative agent”) shall perform
their respective administrative functions and
responsibilities with respect to the section 8 subsidy and
HAP contract as sei forth in the authority’s Preecedures;
Instructions end Guidelmes rules and regulations for
section 8 existing housing assistance payments program.

The initial cccupant of a rehabilitated unit may be
either the owner's current tenant or a family selected by
the owner from the wailing Ilist maintained by the
administrative agent. Vacancies occurring after initial
occupancy are to be filled by the owner first from among

families on such waiiling list. If this waiting list is not
sufficient, the owner may solicit his own tenants,

Tenants occupy the uanits and receive assisiance by
signing a lease in the form required by the authority and
other documentation required by HUD, The tenants must
comply with all applicable requirements imposed by HUD
under the section 8 rules and regulations and the program,
The tenant pays no more than 309 of his adjusted income
{as determined in accordance with the section 8 rules and
regulations) for rent and uiilitles, to the extent of the
allowance therefor. The difference between the rent (plus
any ulility allowance) and the tenant’s contribution is paid
as houging assistance paymenis fo the owner by the
authority with section 8 subsidy funds received from HUD,
The houging assistance paymenis are applied by the owner
toward the rent on the rental housing unit. The tenant
pays directly io the owner the portion of the rent not paid
by the authority, In certain instances, the amount of the
housing assistance paymenis may exceed the rent, and the
balance is paid by the authority fo the tenant as a utility
allowance.

Housing assistance paymenis may be made available fo
eligible persons and families pursuant lo these rules and
regulations only if and fo the extent that the authority has
received from HUD section 8 subsidy funds therefor.

The program shall in all respecis be governed by, and
administered in accordance with, the section 8 rules and
regulations and all other applicable procedures and
requirements imposed by HUD with respect fo the
program. The section 8 rules and regulations and such
other procedures and requirements imposed by HUD shall
control over any inconsistent provision herein.

The executive director or any authorized officer of the
guthority acting under his supervision is authorized to act
on behalf of the authority with respect ito all matters
hereunder. The execuiive director or such authorized
officer may delegate all or part of his authority to any
employee who is acting under his control and supervision.

§ 2. Eligible rental housing.

Housing assisied under the program must be located
within an area for which VHBA the authorify has received
funding from HUD, The authority must have also been
requesied by the local governmental eniity to make section
8 funding available.

In general, any type of single-family or multi-family
rental housing within this area which requires
rehapilitation costing at least $1,000 per unit in order to
meet the authority’s moderate rehabilitation standards is
elipible. However, the following special categories of
housing are not eligible under the program:

I. Subject to certain exceptions permitted by HUD,
any units subsidized under any federal housing
program within the past year.
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2. Housing on which the mortgage loan is owned or
held by HUD (dces not include FHA-insured mortgage
loans).

3. Nursing homes or housing located on the grounds of
any remedial institution. In general, any housing which
provides continual medical and psychiatric services is
ineligible.

4. Housing owned by a state or general purpose unit
of local government unless HUD has approved the site
and ownership is transferred to another owner before
an agreement is executed.

5, Units for families with children located in a
high-rise elevator building, unless approved by HUD.

* 8. Mobile homes.

7. Owner-occupied housing (cooperative housing is
considered rental housing, however, and is eligible for
the program).

All housing assisted under the program must meet
certain site and neighborhood performance requirements
established by HUD. Sites must be of adequate size, must
be served by adequate streets and private facilities and
services, and must be located within a reasonable
commuting distance of employment opportunities.

§ 3. Eligible OWNETS,

All owners of eligible property may participate in the
program with the exception of the following (who are
excluded during their tenure and for one year thereafter
from participation because their relationship with the
authority or the program would constitute a prohibited
interest under federal regulations): &3 (i) present or
former members or officers of the authority or the
administrative agent, ) (ii) employees of the authority or
the administrative agent who formulate policy or influence
decigions with respect to the program, and 3 (iii} public
officials or members of a governing body or state or local
legistators who exercise functions or responsibilities with
respect to the program. In addition, current members of
or delegates to the Congress of the United States of
America or resident commissioners are not eligible
property owners.

§ 4. Eligible tenants.

Any tenant occupying a unit at the time of submission
of the application must be eligible to participate in the
program in order for that unit to be assisted (subject to
certain exceptions established by HUD). Initial tenant
eligibility is based on the following criteria:

&= I. The tenant must be a single person or must
qualify as a family (as defined by HUD) of two or
more persons.

b 2. The tenant must have a family income which
does not exceed the applicable. income limits
established by HUD.

e: 3. The tenant must at the time of submission of the
application be occupying a suitably sized unit or a
suitably sized unit must be available to him in the
same building or complex after rehabilifation.
Generally, this requires that there be a living room,
kitchen area and bathroom, and at least one sleeping
or living/sleeping room for each two persons in the
household. Except for husband and wife and very
young children, however, persons of the opposite sex
should not be required or permitted to occupy the
same hedroom.

Owners may not combine two or more units; if that
rehabilitation activity will result in fewer units than
tenants currently in residence and therefore require
displacement,

§ 5. Rehabilitation standards.
must

Housing units rehabilitated under the program
meet the following standards: :

&= 1. The authority’s moderate rehabilitation standards.
Subject to HUD approval, the executive director is
authorized to establish and from time to time modify
moderate rehabilitation standards which shall specify
the standards for work and materials to be
incorporated into the rehabilitation of housing units
under the program. Housing units proposed for
rehabilitation under the program will be inspected by
the authority for compliance with the authority’s
moderate rehabilitation standards. All state and local
building codes are incorporated by reference in the
moderate rehabilitation standards, and in the event of
any conflict or inconsistency between such codes and
the standards expressly set forth therein, the more
restrictive standards shall control over the less
restrictive standards. A copy of these standards shall
be available upon request. All deficiencies found in
the inspection must be corrected by the owner as part
of the owner’s rehabilitation activity.

b: 2. Standards for repair/replacement of major
building sysiems or components in danger of failure.
Eligible rehabilitation activities under this program
include work to major building systems or components
which can be expected to fail within two years. Such
work is basically limited to complete wiring, new
plumbing pipes, new boiler or furnace or heating
distribution pipes, new roof, and exterior structural
elements,

e 3. Cosmetic, optional, or routine maintenance items.
Rehabilitation items not required by the authority are
not considered eligible work items under the program.
Routine maintenance activities, such as repainting, are
also not eligible items. If the owner elects fo
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undertake cosmetic, optional, or routine mainienance
work while also doing eligible work, only the cost of
the eligible work will be taken into account in
calculafing the contract rent.

& 4. Required energy-conserving improvements,
Caulking and weatherstripping are required in all units
rehabilitated under the program. The authority will
require other energy-conserving improvements such as
insulating windows and floor, wall and ceiling
insulation if economically feasible,

e- 5. Accessibility for the handicapped. Property
improvements to make a housing unit accessible to the
physically handicapped are eligible under the program.
If an owner anticipates making such improvements,
the authority will assist in evaluating the work
required.

£ 6. Rehabilitation work standards. All rehabilitation
work under the program must be completed in a cost
efficient and workmanlike manner. Extravagant or
luxury quality improvements are not allowable. All
work should be of sufficient quality to serve for the
duration of the 15-year HAP contract, and any
improvements for which building permiits are required
must meet local building code qualify standards.

g 7. §1,000 minimum. Housing units rehabilitated
under the program must require improvements costing
at least $1,000 per unit in order to meet the ahove
standards.

§ 6. Determination of confract rents for rehabilitated units.

The coniract rent for a rehabilitated unit is calculated
using a two-step process. The authority first computes a
“hase rent” for the owner’s unit and then adds to it the
monthly cost of amortizing the owner’s rehabilitation
expenditure,

a: A. Base rent,

The base rent shall be calculated in accordance with
whichever of the following methods produces the higher
rent:

& 1. The average rent collected for the unit during
the 18 months preceding the owner’s proposal, plus an
adjustment factor for inflation and trending; or

{iy 2. A rent based on the anticipated costs of owning,
managing and maintaining the rehabilitated unit. The
formula used to calculate this base rent takes into
account all operating expenses and allows a return
(not to exceed 8.09%) on owner equity.

b- B. Monthly debt service.

is added the actual
debt service cost for

or imputed
eligible

To the base rent
monthly per unit

rehabilitation costs, including the cost of any required
temporary relncation of current tenants during the
rehabilitation period.

e C. Maximum contract rent for rehabilitated units.

The coniract rent for a rehabilitated unit plus the
allowance for any utilities to be paid by the tenant may
not exceed the nioderate rehabilitation fair market rent
established by HUD for a unit of that size. The allowances
for any utilities to be paid by tenant will be established by
the authority and will be made available o the owner
upon request.

& D. When contract renits are determined.

Coniract rents are tentatively calculated and the
feasibility of the owner's proposal evaluated at several
times during the processing period, as information
concerning base rents, anticipated rehabilitation costs, and
the terms of financing is received by the authority. The
final calculation of the contract rent is made after the
rehabilitation work has been completed and the owner’s
construction costs, temporary relocation costs, and
financing terms are established, subject to the approval of
the authority.

§ 7. Fair market renis for rehabilitated units,

The moderate rehabilitation fair market rents, including
the cost of utilities, for units assigted under the program
are established from time to time by HUD.

§ 8. Sources of financing for rehabilitation,

Property owners participating in the program may
obtain financing for rehabilitation expenses from a number
of sources, including the following:

I. Owner financing. Owners may pay for property
improvements using personal savings, personal credit
cards or store accounts.

2. Banks, savings and loan associations, and other
lending institutions. Owners may obtain financing from
any commercial lending institution, including
commercial banks, savings and loan associations, and
credit unions,

3. Publicly funded or assisted rehabilitation grant and
loan program. Owners participating in the program
may also qualify for rehabilitation financing made
available througn the redevelopment and housing
authority, housing agency and/or industrial
development authority.

4. The authority. The authority may from fime o time
make financing available for the rehabilitation. In the
case of such financing, the application for such
financing shall be processed, the improvements shall
be completed, and the rehabilitated unit shall be
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owned, operated and managed, all in accordance with
the authorltys Procedures;, Instructions and Guidelines
rules and regulations for multi-family housing
developments, to the extent required by the authority
consistent with the section 8 rules and regulations.

§ 9. Federal requirements which the owner must meet
during rehabilitation and management.

An owner shall comply with the section 8 rules and
regulations and all other applicable federal requirements
under the program. In addition, the authority may take
into account applicable environmental laws and
requirements in evaluating and selecting owner proposals.

§ 10. Processing of owner proposals.

Owner proposals submitted to the authority will be
processed as follows:

Step 1 - Preparafion and submission by owner of a
proposal.

Step 2 - Preliminary screening of proposal by the
authority and disqualification of incomplete or clearly
ineligible proposals,

Step 3 - Inspection by the authority of owner’s
property to determine the werk items necessary to
bring the unit(s) up to program standards.

Step 4 - Preparation by the authority of list of
deficiencies to be corrected, estimate by the authority
of rehabilitation costs, and preliminary determination
by the authority of project feasibility. Notification by
the authority to the owner of results,

Step 5 - Selection for processing by the authority of
owner’s proposal.

Step 6 - Determination by the authority of eligibility of
tenants currently occupying unit(s) to be rehabilitated.
Notification by the authority io the owner of resulis.

Step 7 - Preparation by the owner and/or the
authority of work write-ups, bidding of work, selection
of contractor, preparation of lease, obtaining of
financing, and final determination of project feasibility.

Step 8 - Execution of an agreement providing that
upon owner’s satisfactory completion of all required
work, . the authority will provide section 8 housing
assistance payments on behalf of eligible tenants
occupying the rehabilitated unit(s). Initial calculation
of contract rent(s),

Step 9 - Execution by the owner and contractor of a
construction contract and completion of required work.
Ingpection by the authority of work upon completion.

Step 10 - Recalculation by the authority of contract

rent. Execution of a HAP contract by the owner and
the authority.

Step 11 - Occupancy of the unit(s) by the assisted
tenant(s), who may be the current eligible tenani(s)
or tenant(s) selected by the owner from the locality’s
waiting list. Execution of an approved lease.

Step 12 - Commencement of section 8 housing
assistance payments on behalf of the tenant.
Performance by the owner, the authority and its
administrative agent of all activities required following
rehabilitation.

§ 11. Requirements following rehabilitation.

Subsequent to completion of the required improvements
for any rental housing unit, the authority and iis
administrative agent shall perform their regpective
administrative functions and responsibilities with respect to
the section 8 subsidy and HAP contract for such unit as
set forth in the authority’s Preeedures; Instruetions apd
Guidelines rules and regulations for section 8 existing
housing assistance payments program. Following initial
leasing of the assisted unit and during the entire period of
the HAP contract, the owner must fill all vacancies with
section 8 eligible families referred by the authoriiy or its
adminisirative agent, and where required by the authority,
the owner shall develop and utilize tenant selection
procedures and standards acceptable to the authority. The
owner also must maintain the unit in its rehabilitated
condition less normal wear and tear, and such
maintenance of the unit will be monitored through annual
inspections. The owner may not terminaie a tenant lease
except for tenant failure to comply with the lease or
obligations under state law.

Annually, the authority will process requests by the
owner for annual rent adjustments in accordance with the
HAP contract. Special rent adjustments may also be
approved by the authority in certain circumstances
authorized by the HAP contract. The owner is also eligibie
to receive payments for vacancy losses, tenant damages
and unpaid rent.

The maximum annual return or profit which the owner
may receive from the rental of the assisted unit(s) shall
not exceed 8.0% of the owner's equity as determined in
accordance with HUD'sS requirements.

The owner must comply with all terms and conditions of
the HAP contract and with the section 8 rules and
regulations. The HAP contract between the authority and
the owner shall have a term of 15 years, and any
successive owner shall be subject to the terms and
conditions of the HAP contract. The authority shall have
the right to terminate the HAP contract in accordance
with its terms in the event of noncompliance by the owner
with its provisions.

ok ok Ok ok Kk ok 3k
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Title of Regulation: VR 400-02-0008. Rules and Regulations
for Virginia Rental Rehabilitation Program (Formerly:
Procedures, Instructions and Guidelines for Virginia
Rental Rehabilitation Program).

Statutory Authority: § 36-55.30:3 of the Code of Virginia.

Public Hearing Date: N/A
(See Calendar of Evenis section
for additional information)

VR 400-02-0008. Rules and Regulations for Virginia Rental
Rehabilitation Program.

§ 1, Definitions.

The following words and terms, when used herein, shall
have the following meaning, unless the context indicates
otherwise.

“Eyecutive DPirector means the Exeeutive Directer of
VHDA or any eother officer or emplovee of VHDA whe is
eutherizsed to act om behalf of VHDA pursuent te &
resolution of the Beard:

“Grantee” means any unit of local government that
enters into a grani agreement with VHBA the authorily to
administer a rental rehabilitation grant.

“HUD” means the U. §. Department of Housing and
Urban Development.

“Section 87 means Section 8 of the United States
Housing Act of 1937, as amended, and the applicable rules
and regulations promulgated thereunder.

SYHDAY means Virpinia Housing Develepment Amtherity:

These definitions supplement those contained in 24 CFR
511.2 and other applicable sections of the Code of Federal
Regulations. Only those ferms not defined in the Federal
Code of Federal Regulations or used differently herein
have been defined.

§ 2. Purpose and applicability.

These proccdures; instruelions ond rules and
regulations are adopted purskwant to Rule 103 of the ¥VHDBA
Rules ond Repulations adepled on Januery ¥ 1084
pursuant fo § 36-55.30:3 of the Code of Virginia.

The following precedures; instruetions and pguidelnes
rules and regulations are applicable {o all grants made by
MHBA  fhe authority to units of local government with
funds allocated to VHBA the authority by HUD for the
purpose of carrying out loecal rental rehabilitation
programs for the benefit of lower income families and
persons. Such granis are referred to herein as “rental
rehabilitation grants.”

Rental rehabilitation granis may be made to Granptees
pursuant to these rules and regulations only if and to the
extent that the authority has recelved from HUD grant
funds available therefor.

These procedures; instruetions and guidelines rules and
regulations supplement and clarify rather than supercede
federal program requiremenis. ¥HbBA The authority and
all local grantees are fully bound by the applicable
requirements of 24 CFR Part 511, as well as governing
federal and state laws in the adminisiration and use of
funds received from "HUD under the federal Rental
Rehabilitation Program.

Notwithsianding anything to the confrary herein, the
Executive Director is authorized with respect to any rental
rehabilitation grant to waive or modify any provisions
herein where deemed appropriate by him for good cause,
to the extent not inconsistent with ¥HDBAs the Act ; Rules
end Regulatiens; and any applicable federal regulations,

All reviews, analyses, evaluations, inspections,
determinations and other actions by &LI-I#DA the authority
pursuant to the provisions of these preeedures; instruections
ead guidelines rules and regulations shall be made for the
sole and exclusive benefit and protection of ¥VHDBA the
authority , and shall not be construed to waive or modify
any of the rights, benefits, privileges, duties, liabilities or
responsibilities of VHPA {he authority or the grantee
under the agreements and documents executed in
conneciion with a rental rehabilitation grant.

The procedures; instructions end puidelnes rules and
regulations set forth herein are intended to provide a

general description of ¥HPA's the authorify’s requirements
and are not intended to include all actions invelved or
required in the administration of grants under the Virginia
Rental Rehabilitation Program. These proeedures;
ingtruetions end puidelines rules and regulations are
subject to change at any fime by VHBA fhe suthorify and
may be supplemented by policies, precedures; instruetions
and paidelines rules and regulations adopted by ¥HDBA the
authority from time to time with respect to the Virginia
Rental Rehabilitation Program.

§ 3. Program eligibility.
A, Eligible localities.

VHPA The authorify will accept applications for rental
rehabilitation grants fromn any city, town or county
determined by HUD to be eligible for participation in the
Virginia Rental Rehabilifation Program, VHBA The
authority will maintain a current listing of eligible locai
governments.

B. Eligible neighborhoods.
Applicants must document that each neighborhood in

which rental rehabilitation grants are used meeis the
following two conditions:

Virginia Register of Regulations

2300



Proposed Regulations

1. Neighborhood income level.The median household
- income in the neighborhood must be at or below 80%
of the median income for the Metropolitan Statistical
Area (MSA) +n which it is located, or, in the case of
a neighborhood not within a MSA, at or below 80% of
the median income for the state’s nonmeiropolitan
areas. .

2. Rent stability/affordability. Rents in the
neighborhood must be stable and generally affordable
to lower income persons. An applicant must document
rent stability/affordablity in one of the following three
ways:

a, Rent trends. An applicant may document that,
according to the U. S, Census, the increase inr
average contract rent in the neighborhood between
1970 and 1980 was equal to or less than the
increase in average confract rent in the housing
market area;

b. Current rent survey. An applicant may survey
current neighborhood rents to document that rents
‘are generally at or below the Section 8 Fair Market
Rent limits for existing housing; or

c. Other evidence. An applicant may document that,
according to the 1980 U. S. Census, the median
gross rent in the neighborhood was at or below the
Section 8 Fair Market Rent limit for an existing
two-bedroom unit that was applicable for the
housing market area in April, 1980, and provide
some type of evidence that the neighborhood
housing market has been stable since 1980 (e.g,
assessed property values or building permit activity
have not increased more rapidly than in the housing
market area as a whole),

C. Eligible projects.

Rental rehabilitation grants may only be used to
rehabilitate projects meeting the requirements of 24 CFR
511.10(c).

§ 4. Allocation of funds.,
A. Types of allocations.

: VH-B& The authority. will accept the following two types
of applications from eligible local governments for rental
rehabilitation grants:

1. General allocations. ¥HDA The authorify will make
allocations of funds to local governments on a
first-come, first-served basis for use in carrying out
locally-designed rental rehabilitation programs. The
following conditions will apply:

_a. Each local allocation will be limited to a specific
dollar amount,

b. Once a local government has committed 807; of
its funds to specific projects, it will be eligible fo
apply for an additional general allocation,

c. An initial allocation to a grantee will expire 12
months after the date VHDA the authority enters
intec a grant agreement with the grantee with
respect to such allocation; provided, however, that
VHDA the authority may, in its discretion, extend
the term of an aliocation one or more times for a
period not to exceed 12 months for each such
extension.

d. Upon the expiration of an allocation, any
uncommitted grant funds will be recaptured.

e. VHDA The anthority will reserve the right to
recapture monies from an additional general
allocation prior to its expiration, if necessary, due to
poor local performance and the need to commit
state program funds in a timely manner.

2. Funding for specific projects. ¥4 The authorily
will fund,  on a first-come, firsi-served basis,
. applications submitted by eligible local governments
for specific projects. The following conditions will
apply:

a. Total funding, including any prior general or
project allocations, will be limited to a specific
dollar amount. :

b. A locality with an uncommitted general allocation
will be expected to commit these funds to the
project prior to requesting additional menies.

The funding limit for specific projects will be lifted
only in the event that state grant monies are noi
being committed in a timely manner.

_ B. Application procedures.

VHBA The authorify shall, from time to time, give
notice of funds availability to eligible units of local
government throughout the Commonwealth. Such notice
will may include the applicable funding limits and a
timetable for the submission and review of applications for
each type of funds allocation.

Specific application requirements and review procedures
will be provided in application packets and through such
workshops/training sessions as VHBA the authorify deems
appropriate, Applications for grant funds will be expected
to include the followng types of information:

1. General allocations. Applications for general
allocations will include an identification and
description of program neighborhoods; the locality’s
method of identifying and selecting projects; a
description of local program operating procedures; a
description of steps to be taken to ensure adequate
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mainienance and operation of projects receiving rental
rehabilitation funds; 2 description of steps to. be taken
to encourage the use of minority and women-owned
businesses; a description of the anticipated form of
assistance to be provided to property owners and the
means by which the amount of assistance will be
determined; an indication of the anticipated source of
matching funds; a description of any assistance to be
provided to property owners in obtaining matching
funds; an affirmative marketing plan (see § 5.12); an
agreement to comply with all federai and staie
program reqguirements; and other information as
requested by YHB4& the authorify in the application
packet.

2. Funding for specific projects. An application for
funding for a specific project will include information
concerning the project’s conformance with
neighborhood standards’; a description of local
program operating procedures; a description of steps
to be taken to ensure adequate project maintenance
and operation; a description of steps to be taken to
encourage the use of minority and women-owned
businesses;, a description of the project’s financing
package; an affirmative marketing plan; information
concerning expected displacement/relocation of lower
income persons; an agreement to comply with all
federal and siate program requirements; and other
information as requested by VHDA the authority in
the application packet.

3. Requests for increases in allocations. After receiving
an allocation of funds under the Virginia Rental
Rehabilitation Program, a grantee may request an
increase in such allocation by applying therefor on
such form or forms as VHDA the auihorify shall
provide.

C. Grant agreement.

Upon the approval of an application for funding, VHbA
the authority will enter into a grani agreement with the
local government stating the terms and conditions under
which funds will be provided.

& 5. Program requirements.
A, Lower income benefit.

Hach grantee musi use at least 7005 of its rental
rehabilitation grant to benefit lower income families in
accordance with 24 CFR 511.10(a)(4). This benefit
standard must be maintained by each grantee in iis
program at all times untess waived by VHBA the authority
. A waiver will only be approved when such a waiver will
not prevent YHBA the authority from achieving an overall
709 benefil standard in the Virginia Rental Rehabilitation
Program.

B. Family benefit.

Each grantee must use at least 70% of its rental
rehabilitation grant to rehabilitate units containing two or
more bedrooms in accordance with 24 CFR 511.10¢k). This
standard must be maintained by each grantee in its
program at all times unless waived by VHBA the authority
. A waiver will only be approved when such a waiver will
not preveni VHDA fhe authorify from achieving an overall
7095 standard in the Virginia Rental Rehabilitation
Program, except in cases where VHDBA the authorily has
applied for and received from HUD a special waiver form
the 70% standard.

C. Funding priorities.

Each grantee must include the following priorities in its
method for seleeting projecis to receive rental
rehabilitation funds.

1. Units occupied by very low income families. Each
grantee must give funding priority to projects which
contain substandard units which, prior to rehabilitation,
are occupied by very low income families. This
priority may include unoccupied units if:

a. The units could be expected to be occupied by
very low income families but for the units’
substandard condition; and

b. The grantee agrees fo assign Section 8 certificates
and/or vouchers for at least 70% of the
rehabilitated units in order to enable it io be
occupied by very low income families.

2. Efficient use of grant funds. Each graniee must
give funding priority to projects which require a
minimum percentage of rental rehabilitation grant
subsidy,

Proposed projects meeting these priorities, which are
financiaily feasible and which meet all other program
requirements, must be selected for funding prior to
projects which do not meet the priorities. In cases
where these priorities conflict, the first priority must
be given precedence by grantees.

D. Adequate maintenance and operation of rehabilitated
units.

Each grantee must adopt one or more of the fellowing
measures to ensure adequate maintenance and operation
of projects receiving rental rehabilitation funds:

1. Establishment of minimum eduity requirements for
investors;

2. Assignment of priority to projects in which private
investors and lenders are taking a longerm financial
risk in project success;

3. Restriction of funding to investors with a
satisfactory record of maintaining and operating rental
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kousing (the applicant must have standards and
procedures for assessing an investor’s record); or

4, Establishment of other reasonable standards and/or
procedures for ensuring adequate mainienance and
operation of rehabilitated units.

‘E. Project funding limits,

Each grantee must comply with the maximum project
funding limits set by 24 CFR 511.10(e).

VHDBA The authority will seek a waiver from HUD of
the §5,000 average per unit funding Hmit for a specific
project at the request of a grantee if the grantee can
document a need for such a waiver in accordance with 24
CFR 511.10(e)(2).

F. Minimum level of rehabilitation,

A grantee may establish- a minimum level of
rehabilitation to be required for participation in its rental
rehabilitation program in excess of that established in 24
CFR 511.10(8). '

G. Eligible rehabilitation costs.

"A grantee may use a rental rehabilitation grant only to
cover costs permiitted under 24 CFR 511.10(g). No more
than 209 of the renial rehabilitation funds assigned to a
project may be used to make relocation payments to

/ tenants who are displaced by rehabilitation activity.

H. Displacement and tenant assistance.

A grantee must provide any lower  income family
displaced from a project assisted by a rental rehabilitation
grant with financial and advisory assistance as required by
the Uniform Relocation Assistance and Real Property
Acquisition Policies Act of 1970, 42 USC 4601. A family
will be determined to be displaced in accordance with the
definitions contained in 24 CFR 511.10(h)(1). No tenant
will ‘be considered displaced if the tenant has been offered
a decent, safe and sanitary dwellng unit in the project at
an affordable rent.

I. Affirmative marketing.

Each grantee must ensure the affirmative marketing of
units in rehabilitated projects for a peried of seven years
beginning on the date on which all the units in a projects
are completed, in accordance with 24 CFR 511.10(1)(2).
“Affirmative Marketing”  is defined as adherence to
federal, state and local fair housing laws, and positive
efforts to ensure that persons of similar income levels in
the same housing market area are made aware of a
housing project and its benefits regardless of race, creed,
religion, national origin, sex or handicap. All fair housing
laws must be scrupulously observed by those who

participate in the Virginia Rental Rehabilitation Program.

Failure to comply with affirmative marketing requirements

will subject the pgrantee and/or property owner to
sanctions, i

In order to meet its affirmative marketing
responsibilities, each grantee must comply with, or ensure
property owner compliance with, the following
requirements and procedures;

- 1. General requirement. In conjunction with the
marketing of all rehabilitated units, except for units
occupied by families receiving Section 8 certificates or
vouchers, the following five specific requirements must
be met -

a. All advertising, brochures, leaflets . and other
printed material must include the Equal Housing
Opportunity logo and the slogan or statement, and
all advertisng depicting persons must depict persons
of majority.-and minority groups, including both
sexes; ‘ :

b. The Equal Housing Opportunity slogan, “Equal

Housing Opportunity”, "utilized in the newspaper

classified advertisements should be at least eight (8)

point boldface type, and display advertising must
" include the Equal Housing logo and slogan;

c. If other logotypes are used in the advertisement,
then the Equal Opportunity logotype should be of a
size equal to the largest of other logotypes:;

d. All signs, offsite and on-gite, must prominently
display the logo and slogan, or the statement in a
size that would not be smaller than the largest
letters used on the sign; and

e. The logo and slogan, or the statement and the
HUD Equal Housing Opportunity Poster (HUD Form
928.1 dated 7-75), must be prominently displayed in
the on-site office or wherever applications are being
taken.

2, Affirmative marketing plan. Any local government
making application to ¥HPBA the authority for a rental

" rehabilitation grant must submit as part of its
"application, on a form supplied by ¥HBA fhe authroify
, @ local affirmative - marketing plan covering the
leasing of all rehabilitated units, except for those
occupied by families receiving Section 8 certificates or
vouchers;: Such plan must include the following
information for each neighborhood in which the local
government proposes to operate a rental rehabilitation
program:

a. An identification of the predominant racial/ethnic
composition of the neighborhood;

b. An identification of the group(s) in the housing
market ‘area that are least likely to apply for
housing in the neighborhood because of its location
and other factors without special outreach efforts;
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¢. An identification of the types of advertising and
outreach procedures {e.g., use of community
contacis) which participating property owners may
use to meet their affirmative marketing
responsibilities;

d. A description of the information to be provided
to participating property owners, their staff or
managing agents to enable them to carry out their
affirmative marketing and fair housing
responsibilities; and

e. The anticipated results of the local affirmative
marketing plan (i.e., the percent of vacancies
expected to be filled by the identified target
group(s)).

3. Affirmative marketing agreementis. Any property
owner applying for rental rehabilitation funds from a
grantee must submit to such grantee a description of
its proposed affirmative marketing procedures which
must conform with the grantee’s affirmative marketing
plan. This description must be in a form prescribed
by the grantee, and must include the form(s) of
advertising and community contacts {o be used by the
owner or the owner’s managing agent in publicizing all
vacancies, except for units rented to families receiving
Section 8 certificates or vouchers, in order to aftract
the group(s) identified by the grantee as being least
likely to apply.

Upon approval of proposed efforts, owners must enter
into a compliance agreement with the grantee which
must include:

a. An agreement to comply with federal, state and
local fair housing law,

b. An agreement to carry out specified affirmative
marketing procedures;

c. An agreement to maintain records on the
racial/ethnic and gender characteristics of tenants
occupying units before and after rehabilitation,
records on tenants moving from and (initially after
rehabilitation) into rehabilitated units, records on
applications for tenancy within 90 days following
completion of rehabilitation, data on the race and
ethnicity of displaced households and, if available,
the address of the housing units to which each
displaced household relocated, and information
documenting affirmative marketing efforts in a form
specified by the grantee;

d. An agreement to report such information fo the
grantee on an annual basis; and

e. Sanctions to be imposed by the graniee in the
event of noncompliance by the property owner.

Such agreement must be effective for a period of

seven years beginning on the date on which the
rehabilitation of the units in the projects is
completed.

4, Grantee requirements. Each grantee shall be
responsible for:

a. Informing property owners’ staff and owners’
managing agents of their responsibility to comply
with federal, state and local fair housing laws;

b. Iaforming property owners of the affirmative
marketing requirements of the Virginia Rental
Rehahilitation Program, as well as the provisions of
the grantee’s affirmative marketing plan;

¢. Reviewing and approving affirmative marketing
procedures proposed by property owners,

d. Entering into legally binding affirmative
marketing agreements with property owners;

e. Monitoring compliance by property owners with
affirmative marketing agreements and imposing
prescribed sanctions as necessary; and

f. Collecting, and reporting to VHDA the authority
on an annual basis, information regarding the
racial/ethnic and gender characteristics of tenants
occupying uniis before and after rehabilitation,
information on tenants moving from and (initially
after rehabilitation) into rehabilitaied units, records
on applications for tenancy within 80 days following
completion of rehabilitation, data on the race and
ethnicity of displaced households and, if available,
the address of the housing units to which each
displaced Thousehold relocated, and information
documenting property owner compliance with
affirmative marketing requirements (e.g., records of
all advertisements, notices and marketing
information).

J. Use of minority and women’s business enterprises.
Each grantee must encourage the use of minority and
women’s business enterprises in connection with activities
funded with rental rehabilitation grant monies in
accordance with 24 CFR 511.10(m)(1)(v). Such efforts
must include the following activities.

1. Targets. Upon entering into a grant agreement with
VHB4A the authorily , each grantee must establish
local dollar or other measurable targets based on
factors that the grantee regards as appropriate and
related to the purpose of its rental rehabilitation
program. A copy of such fargets must be forwarded to
VHBA the authority prior to the drawing down of any
grant funds.

2. List of businesses. Upon entering into a grant
agreement with VHDA the authorily , each grantee
must prepare a list of minority and women’s business
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enterprises which are potential suppliers or
rehabilitation services and materials to property
owners receiving grant assistance. A grantee should
make use of the services of the Virginia Office of
Minority Business Enterprise and appropriate federal
agencies, as needed, in preparing such a list. Each
grantee must forward a copy of the list to ¥HBA the
authority prior to drawing down any grant funds.

3. Bid solicitation. Each grantee must make reasonable
efforts {o include qualified minority and women’s
business enterprises on bid solicitation lists and fo
ensure that such businesses are solicited whenever
they are potential sources of services and materials.

4. Negotiated contracts. Whenever competitive hidding
is not required of a property owner, the grantee must
.provide the property. owner with a list of minority and
women’s business enterprises which are potential
sources of services or materials.

" 5. Subcontracts. Fach graniee must ensure that
property owners require that all subcontractors be
provided with a list of minority and women’s business
which are potential suppliers of materials or services.

. 6. Records. Each grantee must keep records of the
number and dollar amount of participation by minority
and women’s business enterprises, including
subcontractors and owners of rental properties, in
connection with activities funded with rental
rehabilitation grant monies. ‘

K. Use of local area and minority contractors, suppliers
and employees.

Each grantee must encourage the use of local area and
minority contractors, suppliers and employees in
connection with activities funded with rental rehabilitation

“prant monies in accordance with 24 CFR 511.10(m) (1) (v).

Such activities must include the development of a plan
that includes the following elements:

1. Area definition. The plan must include a definition
of the local area in which residents and businesses
are the intended beneficiaries of rental rehabilitation
activities (usually the applicant locality or, in the case
of a town or small city, the locality plus the adjacent
county).

2. Procedures. The plan must include procedures to be
followed to encourage the use of local area and
minority coniractors, suppliers and employees in
connection with activities funded with rental
rehabilitation grant monies,

A copy of this plan (such federally required plans are
often referred to as ‘Section 3 Plans”) must be
forwarded to ¥HDA the authorily prior to the drawing
down of any grant funds.

L. Architectural barriers to the handicapped.

Fach grantee must ensure that, in the case of projecis
involving the rehabilitation of 25 or more units where the
cost of rehabilitation is greater than or equal to 75% of
the value of the project after rehabilitation, the owner
improves any unit occupied by a handicapped person prior
to rehabilitation in a manner which removes architectural
barriers in accordance with the requirements of 24 CFR
511.10(m) (1) (ii).

M. Age discrimination in employment.

- Each grantee must ensure that property owners do not
discriminate against employees based on age, nor that
property owners use confractors who so discriminate, in
accordance with 24 CFR 511.10(m) (1) (ii).

N. Labor standards.

Each grantee must ensure that all laborers and
mechanics, except lahorers and mechanics employed by a
local government acting as the principal contractor on the
project, employed in the rehabilitation of a project
receiving rental rehabilitation grant assistance that contains
12 or more units, are paid at the prevailing wage rates set
under the Davis Bacon "Act, 40 USC 276a, and that
contracts involving their employment are subject to the
provisions of the Contract Work Hours and Safety
Standards Act, 40 USC 327, in accordance with the
requirements of 24 CFR 51il.11(a).

0. Environmenial and historic reviews.

Each grantee must comply with the environmental and
historic review requirements contained in 24 CFR Part 58.
Grantees must submit requests for release of funds to
VHDPA the authority for review. VHDA will forward its
recommendation, together with the request, the
environmental certification and the objections, to HUD. All
approvals for release of funds will be made by HUD,

P. Conflicts of interest.

Each grantee must compiy with the conilict of interest
requirements contained in 24 CFR 5il.11(e).

Q. Lead-based paint.

Each pgrantiee must ensure that any property owner
receiving rental rehabilitation grant assistance takes steps
{o remove the hazards of lead-based paini in accordance
with the requirements of 24 CFR Part 35.

R. Use of debarred, suspended or ineligible contractors.

Each grantee must comply with the requirements of 24
CFR Part 24 in the employment, engagement of services,
awarding of contracts, or funding of any contractors or
subcontractors with fental rehabilitation grant funds.
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S. Legal agreement with property owner,

Each grantee must execute an agreement with the
owner of a property receiving rental rehabilitation
assistance, including & cooperative or mutual housing
association, under which the owner:

1. Agrees, for a period of at least 10 years beginning
on the date on which the rehabilitation of the uniis in
the project is completed, not to:

a. Disceriminate against prospective tenants on the
basis of their receipt of, or eligibility for, housing
assistance under any federal, state or local housing
asgistance program,

b. Discriminate against prospective tenants oa the
basis that the tenants have a minor child or
children who will be residing with them, except for
housing projects for elderly persons; and

¢. Convert the units to condominium ownership or
any form of ineligible cooperative ownership.

2. Agrees, for a period of seven years beginning on
the date on which the rehabilitation of the units in
the project is completed, to:

a. Comply with federal, state or local fair housing
laws;

p. Carry out
procedures; and

specified affirmative marketing

¢. Maintain records on the racial/ethnic and gender
characteristics of tenanis occupying units before and
afier rehabilitation, records on tenants moving from
and (initially after rehabilitation) into rehabilitated
units, records on applications for tenancy within 90
days following completion of rehabilitation, data on
the race and ethnicity of displaced households and,
if available, the address of the housing units to
which each displaced household relocated, and
information documenting affirmative marketing
efforts in a form specified by the grantee, and to
report such information to the grantee on an annual
basis (see § 5 1 3).

Such agreement must confain sanctions to be imposed
by the grantee in the event of noncompliance by the
property owner. Guidelines are contained in 24 CFR
511.16(1) and ().

§ 6. Grant administration,

A. Responsibility for grant administration.

Grantees are responsible for ensuring that rental
rehahilitation grants are administered in accordance with

the requirements of these precedures; instruetions and
guidelines rules and regulations , all applicable sections of

24 CFR Part 511 and other applicable state and federal
laws.

B. Records to be maintained.

Each grantee must maintain records specified by VHDA
the authority that clearly document its performance under
each requirement of these preeedures; instruetions and
guidelines rples and regulations . Required records must
be retained for a period of three years from the date of
final close-put of the rental rehabilitation grant. Public
disclosure of records and documents must comply with the
requirements of 24 CFR 511.72.

C. Grant management and audit.

Each grantee must comply with the policies, guidelines
and requiremenis of 24 CFR 511.11(c) in the acceptance
and use of rental rehabilitation grant funds. Access to
grantee records and files must be provided in accordance
with the requirements of 24 CFR 511.73. The financial
management systems used by grantees must conform to
the requirements of 24 CFR 511.74.

D. Disbursement of funds/cash management systems,

Grant monies will be disbursed fo grantees for payment
of eligible program costs in accordance with the following
procedures:

1. Project accounts. Grantees must identify to VHDA
the authority each project for which they wish to
provide rental rehabilitation funds and the amount of
grant monies to be commitied to each project. Upon
receipt of all necessary project information, VHBA the
authorily will establish a project account with HUD.

2. Disbursement of funds. Grant monies will be
disbursed on a project-by-project basis by electronic
funds transfer fo a designated depository institution in
accordance with HUD procedures and guidelines.
VHDA The authorify will designate a depository
institution and make all requesis to HUD for funds
transfer, uniess such authority is formalily delegated to
a grantee by VHDA the authorily . Grantees will
notify ¥HPA the authority of the need for grant funds
to pay eligible rehabilitation costs, VHBA the authorify
will in furn request HUD to transfer funds to VHBA
the authorify . Upon receipt of such monies, VHDA

the authority will disburse grant funds to the grantee
or, at ¥HDBA's the authorify’s option, VHDA the

authority may, prior to receiving the grant funds
requested from HUD, disburse to the grantee is own
funds in an amount equal to such requested grant
funds and reimburse itself with the HUD funds upon
receipt thereof.

3. Conditions for requesting draw-downs of funds.
Grantees must not request draw-downs of funds until
such funds are actually needed for payment of eligible
costs. A request for funds for payment of a contractor
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may only be made afier the work has been inspected
and found to be satisfactory. Grant funds must be
drawn down at no greater proportion than the amount
of rental rehabilitation funds in the project. For
example, if on a $10,000 rehabilitation project, $5,000
of rental rehabilifation grant funds were provided and
the construction was 509, complete, no more than
$2,500 in rtental rehabilitation grant funds could be
drawn down for the project. Disbursement of any
grant funds is conditioned on the submission of
satisfactory information by the grantee about the
project and compliance with other procedures
established by VHDBA the authority and HUD,

§ 7. Allocation and administration of § 8 certificates. and
vouchers.

A. Allocation of rental assistance.

Subject to the availability (as determined by HUD) of
contract and budget authority for certificales or veouchers
under Section 8, VHDA will assign contract authority for
up to one voucher or certificate for use in the Virginia
Rental Rehabilitation Program for each $5,000 of rental
rehabilitation grant monies allocated to a grantee. Such
rental assigtance must be used in accordance with 24 CFR
511.41(a) and other governing HUD rules, regulations,
procedures and requirements,

B. Administration of rental assistance.

VHBA The authority will enter into Annual Confributfions
Contracts with HUD to administer contract authority for
Section 8 certificates or vouchers allocated to Virginia for
use in the Virginia Rental Rehabilitation Program. ¥HbA
The authority will administer such contract authority in
accordance with the applicable VHDA Proeedures;
Instruetions and Guidelines rules and regulations of the
authority .

§ 8. Annual performance review,
" A, Performance elements.

VHDA The autbon'ty uwill review the performance of all
granitees in carrying out their responsibilities under these
; instraetons and guidelines rules and
regulations and under all the applicable requirements of
24 CFR Part 511 at least annually. These reviews will
analyze whether the grantee has:

1. Carried out its activities in a timely manner,
including the commitment of rental rehabilitation grant
funds to specific projects;

2. Has carried out its acfivities in accordance with all
state and federal requirements; and

3. Has a continuing capacity to carry out its activities
in a timely manner,

B. Grantee reports to VHBA the authorify .

Each grantee must submit the following reports to
VHDBA: the authority at such times and such formats as
VHDA the authorily may prescribe:

1. Management reports. Each grantee must submit
reports to ¥HBPA the authority on the management of
its rental rehabilitation grant as requested by VHPA
the authority .

2. Annual performance report. Each grantee must
submif an annual performance report to ¥HBA the
authority at such times as YHPA the authority may
prescribe. This report must contain such information
and be in such form as prescribed by VHPA the
authority , and will include at least the elements
prescribed in 24 CFR 511.81(2),

C. Remedial actions and sanctions.

In the event of failure by a grantee fo carry out its
responsibilities in administering its rental rehabilitation
grant, VHDA fhe authorily will seek remedial actions on
the part of the grantee and, if necessary, impose sanctions
including the recapture of uncommifted rental
rehabilitation grant funds and barring the local
government from future participation in the Virginia
Rental Rehabilitation Program.

X ok %k ok ¥ k X

Tifle of Regulation; VR 400-02-0009. Rules and Regulaticns
For Virginia Homesteading Program (Formerly:
Procedures, Instructions and Guidelines for Virginia
Homesteading Program).

Statutory Authority: § 36-55.30:3 of the Code of Virginia.

Public Hearing Date: N/A
(See Calendar of Events section
for additional information).

VR  400-02-0009. Rules
Homesteading Program.

and Regulations for Virginia

§ 1. Definitions.

The following words and terms, when used herein, shall
have the following meaning, unless the context indicaies
otherwise.

“Exeentive Dircefor? means the Executive Director of
%A%w%efﬁee#eremﬁeyeeeﬁ%whe&s

“FmHA” means the Farmer’s Home Administration of
the U, S. Department of Agriculture,

“HUD” means the U. S. Department of Housing and
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Urban Development.

“Locality’” means any unit of lecal government in which
a Virginia Homesteading Program is implemented.

“PHA” means any state, county, municipality or other
governmental entity or public body (or agency or
instrumentality thereof) which is authorized to engage in
or assist in the development and operation of low-income
housing.

Authoriy

“VA" means the Veterans’ Administration.

These definiiions supplement those contained in 24 CFR
Part 5%0.5 and other applicable sections of the Code of
Federal Regulations. Only those terms not defined in the
Federal Code of Federal Regulations or used differently
herein have been defined.

§ 2. Purpose and applicability,

The following precedures; instructions and guidelines
rules and regulations are applicable to all program
activities carried out by VHBA ithe authorify with funds
provided by HUD or other source for the purpose of
carrying out the Virginia Homesteading Program (herein
referred to as “the program”) for the benefit of
lower-income families and persons.

These proccdures; instruetions and puidelnes rules and
regulations supplement and clarify rather than supercede
the requirements of the federal Urban Homesteading
Program as described in 24 CFR Part 590. VHPA The
authority is fully bound by all applicable requirements of
24 CFR Part 590, as well as governing federal and state
laws in the administration or use of funds received from
HUD under the federal Urban Homesteading Program.

Properties will be acquired and construction loans may
be made pursuanf to these rules and regulations only if
and to the extenlt that the authority has received or
expects fo receive section 810 funds from HUD for such
acquisition and has made or expects fo make loan funds
available for the making of such construction loans.

Notwithstanding anything to the confrary herein, the
executive director i$ authorized with respect to any
homesteading project to waive or modify any provisions
herein where deemed appropriate by him for a good
cause, to the exteni not inconsistent with YHBAs the Act,
these rules and regulations, and any applicable federal
laws and regulations.

All  reviews, analyses, evaluations, inspections,
determinations, and other actions by VHBA fhe authority
purstani fo the provisions of these precedures; instractons;
and guldelnes rules and regulations , shall be made for
the sole and exclusive benefit and protection of ¥HBA the

authority , and shall not be construed to waive or modify
any of the rights, benefits, privileges, duties, liabilities or
respongibilities of VHBA (he authorily or program
participanis under the agreements and documents executed
in connection with the program.

The proecedures; imsiruetions end guidelines rules and
regulations set forth herein are intended to provide a
general description of this program and are not intended
to include all actions involved or required in the
administration of funds under the program. These
precedures; iastructons anrd guwidelres rules and
regulations are subject to change at any time by VHDA
the aothority and may be supplemented by policies,
procedures; instruetions; ead guidelines rules and
regulations adopted by VHBA fhe authorify from time to
time with respect to the program. These proeedures;
instructions aond guidelines rules and regulafions are
adopted under Rules 103 and Part ¥ of VHDAS Rules and
Reguletens on January 17; 1084; pursuani to §
36-55.30:3 of the Code of Virginia. The effective date of
these preecdures; instruetions and guidelines is Januery 15;
1985

§ 3. General program description.

Under the program YDA |, the authority will acquire
foreclosed properties from the FmHA, HUD, and VA.
VDA The authority may also utilize properties from its
own invenfory of foreclosures or may acquire units which
are owned by local governments. The acquisition of these
properties will be financed using Section 810 Funds
supplied by HUD. The emphasis will be on properties
located in rural areas and in small towns. These
properties will be acquired in groups which are
concentrated geographically, preferably within the same
subdivision or neighborhood. The properties will also be
properties which are in need of a significant amount of
rehabilitation in order to bring them inte compliance with
VHPA the authority , FmHA, and the statewide building
code reguirements.

A pool of eligible applicants from within the loeality and
surrounding area will be developed, with a priority being
given to lower-income fariilies. In the case where the
demand from eligible Anilies exceeds the supply of
properties available, .canis for specific properties will
be selected on the . .8 of a lottery. Upon sale of the
property to an applicant for the price of $1.00, the
applicant becomes a homesteader. The homesteader will
be required to rehabilitate the property in accordance with
a work plan developed by ¥HBA the authority .

VHDBA The authority will provide a temporary
construcfion-period loan to the homesteader to cover the
cost of rehabilitation. Permanent financing will be
provided primarily by the FmHA. Other sources of
permanent financing may also be used, including ¥HBA
the authority , FHA, Section 312 of the Housing Act of
1964, as amended, loan programs operated by the locality
or local PHA, and conventional sources of financing,
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Title to the property is not conveyed to the homesteader
at the time of purchase. Instead, VHBA the authority will
sell the property by means of an installment sales
contract, which has a five-year term, during which time
VHBA the authority retains title to the property. Over the
five-year ' period, ¥HDA the authority will meonitor the
homesteader and the property to assure that certain
program requirements are met, These are as follows:

#: 1, The homesteader must complete the rehabilitation
of the property in accordance with the ¥HDA work plan
approved by the authorify and within the period of time
prescribed by VHBA the authority ;

B: 2. The homesteader must maintain the property in
good condition;

& 3. The homesteader must keep payments for any
financing on the property current;

B: 4 The homesteader may not sell or rent the
property;

E:. 5 The homesteader must continue to occupy the
property as his principal residence; and

- ¥ 6. The homesteader must permit inspections of the
property at reasonable times by employees or designated
agents of VHDA the authority .

Upon satisfactorily completing five years of occupancy,

" VHDA the authority will provide the homesteader with a

deed to the property and will terminate its monitoring
function.

’I‘he purpose of the program is two-fold. First, the
provide homeownership opportunities to
lower-income families in rural areas who have relatively
few housing options, particularly with respect to
homeownership. Secondly, the program will address the
problem of vacant and deteriorating properties and the
impact which they have on neighborhood viability. Often,
these types of properties contribute to the decline of
neighborhoods by creating a cycle where other
homeowners feel they have no incentive to maintain their
own properties due to declining values in the area which
are caused primarily by the vacant and deteriorating
houses, By rehabilitating these problem properties and
placing stable families in them, it is possible to stabilize or
reverse negative trends in the entire neighborhood. -

§ 4. Program eligibility.
A. Eligible localities.

VHBA The authority may operate the program within
any jurisdiction in the state which does not currenily
operate its own program. Priority shall be given to those
areas of the state which are eligible for participation in
FmHA programs.

B. Eligible neighborhoods,

Any neighborhood shall be eligible for participation in
the program, provided that it is located in an eligible
jurisdiction and contains vacant and eligible housing units.

C. Eligible properties.

Any single-family house (including single-family
detached, townhouse, or condominium) which meets the
following conditions is eligible for acquisition under the
program:

1. Foreclosed properties which are being held in the
inventories of FmHA, HUD, VA, VHDA the authorily ,
local PHA’s or other agencies of federal, state, or
local government, as well as properties which have
been acquired by units of local government as a result
of iax delinquency or other actions are eligible.

2, The house must be in need of rehabilifation which
is substantial in nature and cost, The intent of the
program 1is to select houses which require the
correction of serious deficiencies in one or more of
the functional systems of the house. These include
structural, electrical, plumbing, heating/cooling, and
roofing, In order to be eligible, the house must
evidence a serious defect in at least one of these
major housing component systems. The one exception
to this would be the case of a house which exhibiis a
significant amount of deferred maintenance in a
number of areas. If considered individually, these
improvemenis would not be viewed as subsisntial
rehabilitation, but when taken as a whole, they do
constitute a substantial rehabilitation of the housing
unit,

There is no cost threshold with respect to the level of
rehabilitation required; however, in most cases it is
expected that rehabilitation costs will, at a minimum,
exceed 25% of the after-rehabilitation value of the
property.

D. Eligibitity of improvements.

Most general types of property improvements will be
eligible under this program. As noted above, cosmetic
improvements are eligible when undertaken in conjunction
with improvements of a more substantial nature, Cosmetic
improvements alone will not be allowed under any
circumstances. In addition, luxury type improvements (i.e.,
swimming pools) will not be allowed.

Upon completion, the house must meet or exceed all
FmHA standards with respect to property rehabilitation,
including thermal performance standards, all YVHBA of the
authority’s requirements with respect to substantial
rehabilitation, as well as the statewide and local building
code requirements.

There will be an emphasis placed upon improvements to
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the properly which have an impact on the exterior
appearance of the house and the entire subdivision. These
would include improvements such as exterior painting,
adding additional irimwork to the exterior (i.e., shutters),
porches, carports, garages, yard landscaping (i.e, lawn
seeding, shrubs, irees), improvements to driveways,
improvements to drainage siructures, fencing, etc. These
types of improvements will be included in individual loans
only to the extent that they are located entirely on ‘the
subject property.

HiBA The authority will endeavor to work with the
local government, as well as other federal and staie
agencies fo encourage other public improvemenis which
would benefit the neighborhood as a whole. These would
inciude activities such as sireei, water, sewer, recreational,
and other types of improvements, Further, VHBA the
aunthority will endeavor io work with appropriaie units of
local governmeni and other agencies in order to improve
both governmental and private services which are
available to the residents of the neighborhood (i.e., local
transportation service, increased law enforcement patrol
activity, housing counseling).

E. Eligibility of applicants.

The eligibility of families and persons under this
program shall be limited to those households with incomes
less than 809, of the median for the jurisdiction in which
the housing is located. VHDA The authority may , in
conjunction with the unit of local government, ey
establish priorities within this group. These priorities shall
include the federal requirement {o give special
consideration to the applicant’s need for housing and his
ability to make, or cause to be made, the required
property improvements.

In cases where the permanent morigage financing
available on the completed houses will be limited to
certain programs (i.e, FmHA Section 502 and HUD 312
programs), then applicanis would be prescreened to select
those persons and families who meet the threshold criteria
for those programs.

§ 5. Application and processing,
A Selection of units.

From time to time, ¥HB4A the authority will request the
FmHA, HUD, VA, or other agencies to supply a list of
properties  currently in their invenfory of foreclosed
housing umnits. From this list, ¥HBA the authorify will
determine if there are concenirations of properties which
are suitable for the implementation of the program. This
determination will be made on the basis of physical
examination of the properties and the neighborhoods and
will include an evaiuation of the selection criteria
mentioned above, including the geographical proximity of
the units, the nuraber of units available, the condition of
tite units and required level of rehabilitation, evaluation of
the local market for the units, and evaluation of the

ability of the local government to contribute fo community
improvements and increased services.

As soon as the properties have been selected, ¥HBA the
authorify will notify the appropriate agency and request
that no sales confracis be taken for those unifs unti]l such
time as acquisition can be arranged utilizing Section 810
Funds from HUD.

B. Marketing.

Ag soon as eligible properties have been selected and
the agencies which own the properties have agreed to
reserve them for use under the program, VHBA fthe
guthority will undertake a marketing effort in the locality
in which the units are located. These activities may
include newspaper advertising and public notices, public
meetings, coordination with the local PHA, outreach to
local housing groups, civic organizations, churches, etc.

Applications will be accepted for a specified period of
time. The length of this application period will be
determined by local conditions, including the number of
properties and the size of the local market. Initial
screening of applicants will then take piace to determine
which persons and families meet the threshold criteria for
the program. After that, the applications will be prioritized
according ito the standards mutually agreed to by VHBA
the authority and the unit of local government, as well as
those which are federally mandated.

C. Lotfery,

If the prequalified applicanis exceed the number of
properties available, all of these applicants wiil participate
in. a lottery to determine who will have the first
opporfunity fo purchase one of the properties. A drawing
will be held for each property with applicants able to
submit their names to be considered for any or ail of the
properties. Any applicanis who are selected for more than
one of the properties would be required to choose which
of the properties would be their first choice.

D. Appiication preparation.

For each property, approXximately five names will be
selecied in the loitery. Then, beginning with the first,
VHBA (the authorily staff will prepare a FmHA (or other
applicable lending institution) mortgage loan application.
This application will he submiited to FmHA along with a
copy of the rehabilitation plans and specifications. If,
during the process of preparing the application, the
applicant is found to be ineligible or if the application is
rejected by FmHA, then the process would be repeated
with the seeend nex! person or family on the Iloitery
selection list until an applicant is determined to be eligible
and accepiable to FmHA .

E. Rehabilitation contract.

As soon as the permanent moertgage loan application has
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* been approved, VHBA staff of the authority will, with the

concurrence- of the homesteader, put the rehabilitation
contract out for bid, or negoliale with a local
rehabilitation contractor. The lowest responsible bidder will
be awarded the contract. Rehabilitation contractors will be
subject to an investigation by ¥YHBA the auffority in order
to determine their competence to perform the work.

The contract for rehabilitation will run between the
homesteader and the coniractor. VHPA The authority will
not be a party to this contract. ¥VHBA The authority will,
however, act as a technical adviser to the homesteader in
the preparation of the work plan, selection of the
coniractor, inspection of the property during the
construction, disbursement of construction funds, and final
inspection after completion..

F. Loan closing.

Once an accepiable rehabilitation contract has been
obtained through bid or negotiation, the property will go to
loan closing. At loan closing, the homesteader will sign the
installment sales contract with VHBA the authorily , a
homesteading agreement with ¥HBA (the authority and a
consiruction loan noie and agreement with YHDA the
authority . . The . homesteader. will also execute the
rehabilitation contract with the contractor selected.

The ¥HDBA authority’s construction loan is provided for
a term not to exceed 180 days and at an interest rate to
be determined by the executive director. The amount of

! the construction loan shall not exceed the amount of the

permanent mortgage loan commitment and shall include
the cost- of rehabilitation and any associated soft costs,

including a pro rata share of VHDA’s the authority’s

administrative expenses incurred in -the implementation of
the program.

G. Rehabilitation construction,

Rehabilitation construction shall commence within 30
days of loan closing. ¥HBA The authority shall monitor
the rehabilitation consiruction and authorize .all
disbursements made to the contractor during the
rehabilitation period, including the final disbursement upon
completion, Such disbursements shall not exceed the value
of the work in place, less a 109 retainage. The
homesteader shall be required to sign off on all
ingpections and disbursements. Upon completion, VHDBA the
authority shall request inspection of the property by
FmHA or other applicable permanent mortgage lender.
Upon approval by the permanent mortgage lender, final
disbursement shall be made to the contractor, including
retainage. The permanent mortgage loan closing will take
place shortly thereafter, at which time 3HBAS (he

-authority’s construction loan will be paid ofi.

H. Post-occupancy monitoring.

YHBA The authority shall monitor the homesteader with

respect to the provisions in subdivisions 1 through 5 of § 3

: &F above for a period of five years. Upon successful
completion of this period, VHDA (he authority shall
provide the homesteader with a deed to the property.

If the homesteader does not comply with the required
provisions at any time during the five-year period, the
homesteader shall receive a warning from YHPA (the
authority and be given a grace period during which to
coitect the deficiency. The length of this grace period will
be dependent upon the nature of the deficiency and shall
be determined by VHDA the authority for each individual
case. If the deficiency is not corrected, ¥HBA the
authority may declare the homesteader to be in default of
the installment sales agreement and take back possession
of the property pursuani to such agreement. In this case,
the property would be made available to another
applicant. If this . second Homesteader also defaults in
complying with the provisions required in subdivisions !
through 5 of § 3 - &E above, YHEPA the authorify may
dispose of the property in any manner whlch it determines
to be appropriate.

# % ok ok k ¥ R &

Title of Regulation: VR 400-92-0010. Rules and Regulations
for Mortgage Credit Certificate Program (Formerly:
Procedures, Ensiructions and Guidelines for Mortgage
Credit Certificate Program).

Statutory Auvthority: § 36-55.30:3 of the Code of Virginia.

(See Calendar of Events section
for additional information)

VR 400-02-0010. Rules and Regulations for Mortgage Credit
Certificate Program.

PART L
PURPOSE AND APPLICABILITY.

§ L.1. Definitions,

The following words and terms, when used in these
ritles and regulations, shall have the following meaning,
unless the context clearly indicates otherwise.

“Acquisition cost” means -the purchase price of a
mobile/manufactured or site-built home, and the cost of
land and improvements, including any well or septic
system, if owned for less than two years; the cost of
completing any unfinished space; the cost of any fixtures
not included in the purchase price; any set-up costs
including transportation of a mobile/manufactured home ,
if not included in the purchase price; settlement or
financing costs which are in excess of usual or reasonable
costs and the capitalized value of any ground rent.

“Application for Commitment” means a request to the
authority by an applicant for an MCC commitment on a
specified loan. This request shall be made on the
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Application for Commitment form.

“Authority” means the Virginia Housing Development
Authority, a poliiical subdivision of the Commonwealth of
Virginia constituting a public instrumentality.

“Certified indebtedness’”’ means the amount of
indebtedness as determined by the authority incurred by
the applicant to acquire " a mobile/manufactured or
site-built home, in accordance with federal requirements
and as specified in the MCC.

“Commitment” means the obligation of the authority to
provide an MCC to an eligible applicant pursuant to an
approved Application for Commitment.

“Commitment fee” means the fee payable or paid by an
eligible applicant to the authority in connection with an
Application for Commitment,

“Commitment term” means the period of time during
which the eligible applicant may obtain a loan to which
the MCC applies and during which the authority is
obligated to issue an MCC pursuant to a commitment.

“Eligible applicanf” means any person meeting the
criteria for an eligible applicant as set forth in Part II of
instruetions

these preecedures; and guidelines rules and

regulations .

“Executive director” means the executive director of the
authority or any other officer or employee of the authority
who is authorized to act on his behalf or on behalf of the
authority pursuant to a resolution of the board ef
Cemmissieners of the authority.

“Loan” means any extension of credit, {o which an MCC
applies, provided to an eligible applicant tfo finance the
purchase of a mobile/manufactured or site-built home
which meets the conditions set forth in these preeedures;
instructions and guidelines rules and regulations .

“Mobile/manufactured home’’ means any
mobile/manufactured housing unit that meets the criteria
set forth in Part II of these precedures; imstruetions end
guidelines rules and regulations .

“Mortgage credit cerfificate” or "“MCC” means a
certificate issued by the authority pursuant to § 25 of the
Internal Revenue Code of 1986, as amended by § 612 of
the Tax Reform Aet of 1084 .

“Morigage credit -cerfificate rate” means the rate
specified by the authority in the MCC that determines the
allowable percentage of annual loan interest payments for
which the applicant is eligible to take a federal tax credit,

“Participating lender” means any person or organization
legally authorized to engage in the business of making
loans for the purchase of mobile/manufactured homes or
for the purchase or construction of site-buili homes and

meeting the qualifications set forth in these precedures;
instruetiond and guidelines rules and regulations .

“Principal residence” means that the dwelling will be
occupied ag the primary residence of the purchaser and
will not be property held in a trade or business, or
investment property, and is not a recreational or second
home and that no part of the dwelling shall be used for
any business purposes for which expenses may be
deducted for federal income tax purposes.

“Program” means
Certificate Program.

the authority’s Mortgage Credit

“Purchase price’’ means, with regard to a
mobile/manufactured home, the amount paid by the
applicant or any other person to or for the benefit of the
seller for such mobile/manufactured home (excluding the
cost of any land or personal property which is not a
permanently attached fixture); with regard to a site-built
home it shall mean the amount paid for such home
including land and improvements.

“Qualified morigage bond” means a tax-exempi security,
as defined under § 103A of the Internal Revenue Code of
1986, as amended , issued by a state, certain agencies or
authorities or a local government, the proceeds of which
are used fo provide financing for owner-occupied
residential property.

“Qualified veterans bond” means a tax-exempt security,
as defined under § 103A of the Infernal Revenue Code of
1986, as amended , issued by a state or certain agencies
or authorities, the proceeds of which are used to provide
financing for owner-occupied residences of certain veterans
of military, naval or air service,

“Site-built home” means a single family residence
intended to be the principal residence of the purchaser
which is permanently affixed to real property and is not a
mobile/manufactured home.

§ 1.2. Purpose and applicability.

Section 25 of the Internal Revenue Code of 1986 , as
amended, authorizes states and political subdivisions to
issue MCC's in lieu of qualified morigage revenue bonds,
These MCC's entitle qualifying individuals to a credit
against the individual’s federal income taxes. The amount
of the credit is determined by multiplying the certificate
credit rate by the amount of morigage interest paid or
accrued by the taxpayer during the taxpayer's taxable
year. The maximum allowable credit is $2,000 per year.

The authority has elected to participate in the program
and hereby sets forth iis preeedures; instructions and
guidelines rules and reguiations thereunder.

The following precedures; imstructons and
rules and regulations will be applicable to MCC's which
are to be issued by the authority to persons and families
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- of low and moderate income for the purpose of assisting

them in the purchase of mobile/manufactured or site-built
homes. This pregram is being implemented pursuant to
federal repulations feund in 26 CFR; Peris 1, 6a and 602;
whieh were published in the Federal Register on May &
1985

MCC’s may be lissued to eligible persons and families
pursuant to these rules and regulations only if and to the
extent that the authorily has made or expecls fto make
MCC’s available therefor.

Notwithstanding anything to the conirary herein, the
executive director of the anthority is authorized with
respect to any MCC to waive or moadify any provision
herein where deemed appropriate by him ‘for good
cause” to the extent not inconsistent with the Virginia
Heusing Development Authority Aet {(hereinafter Z“the
Aets); the autherity's rules and regulations and federal

statutes and regulations.

The instructions and gaidelines rules and
regulations set forth herein are intended to provide a
general description of the authority’s requirements and
processing and are not intended to include all actions
involved or required in the processing and administration
of MCC’s. These procedures; instructions and pguidelines
rules and regulations are subject to amendment at any
time by the authority and may be supplemented by

policies, preeedures; instructions and guwidelines rules and

. regulations adopted by the authority from time to time
. with respect to the program.

Notwithstanding anything to the contrary herein, all
MCC's must comply with the applicable federal laws, rules
and regulations governing the issuance of MCC's.

PART II.
ELIGIBILITY REQUIREMENTS.

§ 2.1. Eligible persons and families,

In order to be qualified as a person or family of low
and moderate income eligible for an MCC, the person or
family must have an annual gross family income (as
defined in the authority’s rules and regulations) which
does not exceed those limits established from time to time

the authority’s Beoard eof Cemmissieners in the
authority’s Procedures; Instructions and Guidelines Rules
and Regulations for Single Family Mortgage Loans to
Persons and Families of Low and Moderate Income -
Additionally; in order to be ecligible o receive an MCE; an
epplieant must and must , on the date the loan is made:

1. Be a purchaser who will use the
mobile/manufactured or site-built home for a
permanent principal residence within the

Commonwealth of Virginia;

2. Possess the legal capacity to incur the obligations of
the loan;

3. Agree to notify the authority if the
mobile/manufactured or site-buili home ceases to be
the purchaser’s permanent principal residence;

4. Agree not to sell or transfer the MCC; and

5. Shall not have had a present ownership interest in
a principal residence af any time during the
three-year period ending on the date on which the
loan is executed (not applicable in targeted areas and
not applicable to previous ownership of a
mobile/manufactured home classified as personal

property).
§ 2.2, Eligible properties.
A, General,

1. Mobile/manufactured homes which "are eligible
under the program are those units which are new and
have not been previously occupied and which have a
minimum of 400 square feet of living space and a
minimum width in excess of 102 inches and which are
of a kind customarily used at a fixed location and
designed primarily for residential housing for one
family, The dwellings must be of a type which is
manufactured with a permanently affixed chassis for
the purpose of transporting the dwelling to its site. All
permanently attached fixtures are inciuded as a part
of the dwelling unit,

2. Site-built homes which are eligible under the
program are those units that meet BOCA standards
and otherwise qualify under -the authority’'s
Proeedures; Instruetions end Guidelines Rules and
Regulations for Single Family Mortgage Loans  to
Persons and Families of Low and Moderate Income,

B. Purchase price and acquisition cost limits.

The purchase price of the mobile/manufactured or
site-built home may not exceed those limits established
from time to time by the Board of Commissioners of the
authority in the Proecedures; Iastruetions and Guidelines
Rules and Regulations for Single Family Mortgage Loans
to Persons and Families of Low and Moderate Income,
The total acquisition cost, which includes the cost of land
if owned by the applicant less than two years, may not
exceed those limits established from time to time in
compliance with the federal requirements.

C. Location of property.

At the time the MCC is issued or within 60 days
thereafter, the property must be located and occupied
within the Commonwealth of Virginia.

§ 2.3. Eligible lenders.

The authority may not limit the use of an MCC obtained
under this program by an eligible applicant to loans
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incurred from any particular lender. Therefore, the
eligible applicant may obtain a loan from any lender
engaged in the business of extending credit for the
purchase of mobile/manufactured homes or the purchase
or consiruction of site-built homes, who agrees to comply
with all federal and authority MCC requirements and
regulations. A loan may not be obtained from a related
person, ag defined in the federal regulations.

§ 2.4, Eligible loans.
A, Time of loan.

Te be eligible for an MCC issued by the authority, an
applicant’s certified indebiedness musi have been incurred
during the period when the authority is permitted to offer
MCC’s to eligible applicants.

B. Type of loan.

MCC's wilt be issued only to eligible applicants who
obtain loans for the purpose of financing the purchase of
mobile/manufactured or site-built homes for use as the
principal residences of the eligible applicants. No loan
may be made to refinance an existing lean unless such
loan was a bridge lean or similar temporary initial
financing. No portion of the financing of the dwelling may
be made from the proceeds of a qualified mortgage bond
or a qualified veterans bond.

C. Interest rates and term.

The interest rate shall not exceed and the term of loans
made in connection with MCC’'s shall not subsiantially vary
from those that are customarily used with respect to
mortgages not provided in connection with MCCs. The
authority shall from time fo time monifor prevailing rates
and terms within the industry for the purpose of
determining compliance with this section.

D. Permisgible loan fees.

The lender may noi, without the prior written approval
of the authority, require the applicant to pay, either
directly or indirectly in obtaining the lean fo which the
MCC is to he applied, any poinis, -origination fees,
servicing fees, application fees, insurance fees, or similar
settlement or financing costs in- amounts exceeding those
that are customarily charged with respect to mortgages not
provided in connection with MC(C’s.

PART I
ALLOCATION OF CREDITS.

§ 3.1. Allocation of credits to targeted areas.

The authority will comply with all targeted area
requirements as contained in federal regulations. This
includes the reservation of 209, of the MCC authority for
use in targeted areas for a period of one year from the
date on which the MCCs are first made available. A

complete listing of targeted areas is available from the
authority as well as instructions regarding the procedures
for the designation of new targeied areas.

§ 3.2. Discretion of authority to aliocate.

Notwithstanding anything to the contrary herein, in
administering the program, the executive director may
impose limitations or restrictions on the allocation of
MCC's in order to insure a broad geographic dispersal of
MCC’s throughout the Commonwealth,

PART IV,
APPLICATION AND PROCESSING.

§ 4.1. Application for and issuance of commitmenis.

The applicant shall submit such forms, documents and
information and fees as the executive director may
require in order to apply for an MCC. The executive
director or his designee shall review the appiication and,
if it is determined that the Application for Comrmtment
complies with these procedures; iastructions and
rules and regulations and any applicable federal laws,
rules and regulations, then the authority shall issue a
commitment to the applicant with respect to such MCC,
subject to the ratification thereof by the auihority’s board
of Commissioners The maximum principal amount,
amortization period and interest rate on the applicant’s
loan and such other terms, conditions and requirements as
the executive director deems necessary or appropriate
shall be set forth in the commitment. The commitment
term shall be for 60 days, except that the term may be
extended “for good cause” in the sole discretion of the
authority.

§ 4.2. Issuance of MCC.

The closing of the loan shall be consummated in
accordance with the terms of the commitment. Upon
receipt of such forms, documents, information and
commitment feeg as the executive director may require
upon closing, the authority shall issue an MCC to the
applicant. The MCC shall specify the applicable mortgage
credit certificate rate and the certified indebtedness
amount.

§ 4.3. Compliance inspections.

The authority shall have the right from time to time to
enter upon the property on which the
mobile/manufactured or site-built home is located in order
to determine compliance with program requirements. Any
such ingpection shall be made for the sole and exclusive
benefit and protection of the authority.

PART V.
REVOCATION OF A MORTGAGE CREDIT
CERTIFICATE.

§ 5.1. The authority may impose such sanctions or pursue
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"~ such remedies, as legally available, including revocation of

a certificate holder's MCC for noncompliance with
applicable regulations and requirements pursuant to
federal guidelines, Such noncompliance shail include, but
is not limited to, the mobile/manufactured or site-buiit
home ceasing to be the MCC holder’s principal residence.
An MCC may be revoked by the authority’s notification to
the certificate holder and the Internal Revenue Service
that the certificate is revoked.

d %k ok B ok ok K B

Title of Regulation: VR 400-02-0011. Rules and Regulations
for Allocation of Low-Income Housing Tax Credits
{Formerly: Procedures, Insiructions and Guidelines for
Allocation of Low-Income Housing Tax Credits.

Statutory Authority: § 36-55.30:3 of the Code of Virginia.

Public Hearing Date: N/A
{See Calendar or Evenis section
for additional information)

VR 400-02-0011, Rules and Regulations for Allocation of
Low-Income Housing Tax Credits.

§ 1, Definitions,

The following words and terms, when used in these
regulations, shall have the following meaning, unless the

context clearly indicates otherwise:

Auntheriy:

“Code” means the Internal Revenue Code of 1986, as
amended, and the regulations promulgated thereunder.

“Credits” means the low-income housing tax credils as
described in § 42 of the Code.

“Exeentive dircctor? menns the exeeutive director of the
autherity or any other officer or employee of the authority
whe is authorized to aet on behalf of the authority
pursuant to a resolutien of the autherity:

“Low-income housing units” means those units which are
defined as “low income units” under § 42 of the Code.

“ Qualified low-income housing units buildings’ means
those wnits buildings which meet the applicable
requirements in § 42 of the Code to qualify for an
allocation of credits thereunder,

§ 2. Purpose and applicability.

The following precedures; instruetions and
rules and regulations will govern the allocation by the
authority of credits pursuant to § 42 of the Code.

Notwithstanding anything to the contrary herein, acting

at the request or with the consent of the applicant for
credits, the executive director is authorized to waive or
modify any provision herein where deemed appropriate by
him for good cause, to the extent not inconsistent with the
Code.

The procedures; instruetions and guidelines rules and

regulations set forth herein are intended to provide a
general description of the authority’s processing
refjuirements and are not infended to include all actions
involved or required in the processing and administration
of the credits. These preeedures; instruetions and
guidelines rules and regulations are subject to change at
any time by the authority and may be supplemented by
policies, precedures; instructions and guidelines rules and
reguiations adopted by the authority from time to time.

§ 3. General description.

The Code provides for credits to the owners of
residential rental projects previding comprised of qualified
low-income buildings in -which low-income housing units
are provided, all as described therein. The aggregate
amount of such credits (other than credits for
developments financed with certain tax-exempt honds)
allocated in any calendar year within the Commonwealth
may not exceed the Commonwealth’s annual low-income
credit authority limitation for such year ; whieh is equal
to $125 for every resident of the Commonwealth under
the Code . An amount equal to 100, of such limitation is
set-aside for certain qualified nonprofit organizations.
Credit allocations are counted against the Commonwealth's
annual credit authority limitation for the calendar year in
which the credits are allocated. The Code provides for the
allocation of the Commonwealth’s credit authority
limitation to the housing credit agency of ‘the
Commonwealth, The authority has been designated by
executive order of the Governor as the housing credit
agency under the Code and, in such capacity, shall
allocate for each calendar year credits to owners of
qualified low-income housing wnits buildings in accordance
herewith.

Credifs are allocated to each qualified low-income
building in a development separately. Credits may net be
allocated befere fto such buildings either (i) during the
calendar year in which the subfeet such building ir e
development is placed in service or (i) if the building
meets the requirements of § 42 (h)(1)(E}) of the Code,
during one of the two years preceding the calendar year
in which such building is expected to be placed in service
. Prior to such allocation, the authorify shall receive and
review applications for set-nsides reservations of credits as
described hereinbelow and shall make such set-asides
reservations of credits to gqualified low-income housing
units buildings , subject to satisfaction of certain terms and
conditions as described herein. Upon compliance with such
terms and conditions and , as applicable, either (i) the
placement in service of the qualified low-income housing
wnits buildings or (i) the satisfaction of the requirements
of § 42 (h)(1)(E) of fthe Code with respect to such
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buildings , the credits shall be allocated to the ewaer of
such ua#s buildings in the calendar year for which such
credits were set-aside reserved by the authority,

The authority shall charge ito each applicant who
receives an alocation eof applies for credits an
administrative fee in sSuch amount as {he executive
director shall determine to be necessary fo cover the
administrative costs to the authority, but not io exceed the
maximum amouni permitted under the Code. Such fee
shall be payable at such f{imes as herecinafler provided or
at sueh other tirmes as the executive director shall fer
good eause require,

§ 4. Solicitations of applications.

The executive director may from time to time take such
action he may deem necessary or proper in order to
solicit applications for credits. Such actions may include
advertising in newspapers and other media, mailing of
information to prospective applicants and other members
of the public, and any other methods of public
announcement which the executive direcior may select as
appropriate under the circumstances. The executive
director may impose requirements, limitations and
conditions with respect to ihe submission of applications
and ihe selection thereof as he shall congider necessary or
appropriate. The executive direcior may cause market
studies and other research and analyses to be performed
in order to determine the manner and conditions under
which available credits are to be allocated and such other
matters as he shall deem appropriate relating io the
selection of applications. The authority may also consider
and approve applications submiited from time to time tfo
the authority without any solicitation therefor on the part
of the authority.

§ 5. Application.

Application for a set-aside reservation of credits shall be
comnmenced by filing with the autheority an application, on
such form or forms as the executive director may from
time to time prescribe or approve, fogether with such
documents and additional information as may be requested
by the authority, including, but not limited {o: site,
elevation and unit plans; information with respect to the
status of the proposed developmeni site and the
surrounding community; any option or sales contract to
acquire the site; evidence of a source of financing for the
proposed development; an evaluation of the need and
effective demand for the proposed development in the
market area of such sife; information regarding the legal,
business and financial status and experience of the
members of the applicant’s proposed development feam
and of the principals in any entity which is a member
thereof, including current financial statements (which shall
be audited in the case of a business entity) for the
morigagor (if existing), the pgeneral coniractor and the
principals therein; information regarding amenities and
services proposed to be offered to the tenants; an estimate
of the housing developmeni costs and the individual

compenents thereof; the proposed schedule of rents;
identification of the low-income housing units; the
maximum incomes of the persons and families who are to
occupy the low-income housing units and the maximum
rents which may be charged to such persons and families
under the Code;, an esiimate of the annual operating
budget and the individual components thereof; the
estimated ufility expenses to be paid by the residenis of
units in the proposed development; the allowances
permitied by the Code for utility expenses to be paid by
the residents of the low-income housing units; the amount
of any governmental loarn, insurance, subsidy or assistance
which the applicant expecis fo receive for the proposed
development; a schedule for the acquisition of the
properiy, obiaining any financing, commencement and
completion of any construction or rehabilitation, and
placement of the developmeni in service; a legal opinion [
or other assurances satisfactory te the executive director ]
as to compliance of the proposed development with the
Code; and a certification, together with an opinion of an
independent certified public accountant or other assurances
satisfactory to the executive director, setiing forth the
calculation of the amount of crediis requesied by the
application and certifying that under the existing facts and
circumstances the applicant will be eligible for the amount
of credits requested.

The execulive director may prescribe such deadlines for
submiission of applications for reservatfon and allocation of
credits for any calendar year as he shall deem necessary
or desirable fo allow sufficient processing time for the
authority to make such reservations and allocations.

In the case of developments which are to be financed
or otherwise assisied by a federal agency or
instrumentality or on which the financing is to be insured
by such an agency or instrumeniality, the application may
be submitied on the forms provided by such agency or
instrumentality, provided that all information required by
this § 5 is sef forth on such forms or oiher documents
submitied with such forms.

The development for which an application is submitfted
may be, but shall not be required to be, financed by the
authority. If any such development is to be financed by
the authority, the application for such financing shall be
submiited to and received by the authority in accordance
with its applicable precedures; instructions and guidelines
rules and regulations.

The authority may consider and approve, in accordance
herewith, both the reservation and the allocation of credits
to buildings in any developments which the authority may
own or may intend to acquire, construct and/or
rehabilitate.

§ 6. Review of application.
The authority’s staff shall review each application and

any additional information submitted by the applicant or
obtained from other sources by the authority in its review
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of each application. Such review shall include, but not be documents and any additional information submitted by

limited to, the following: the applicants or obtained from other sources by the

authority, the executive director shall prepare a

1. A review of the rights of the applicant with respect recommendation to the board Cemmissioners of the

to the acquisition and ownership of the site and an authority that a setaside reservation of credits in the form

analysis of the site characteristics, surrounding land of a binding cormuniiment as described in § 42 of the Code

uses, available utilities, transportation, employment be made te with respect to the buildings described in

opportunities, recreational opportunities, shopping those applications which he determines best satisfy the
facilities and other factors affecting the site; following criteria:

2. A review of the proposed housing development costs
and an analysis of the adequacy of the proposed
financing and other available moneys to fund such
costs;

3. A review and evaluation of the applicant’s schedule
and of the feasibility of placing the low-income
housing units in service in accordance therewith;

4. A review of the estimated operating expenses,
utility expenses .and allowances, and proposed rents
and an evaluation of the adequacy of the proposed
rents and -other income to sustain the proposed
development based upon the occupancy rate approved
or required by the authority and upon estimated
operating expenses and financing costs;

5. A market analysis as to the present and projected
demand for the proposed development in the market
area;

¥ 6. A review of the terms and conditions of fhe
proposed financing and any governmental assistance;

7. A review of the (i) ability, experience and financial
capacily of the applicant and general contractor and
(i) the qualifications of the architect, management
agent and other members of the proposed
development team;

8. An analysis of the proposed design and structure of
the development, inchliding the functional use and
living environment for the proposed residents, the
marketability of the units, the amenities and facilities
to be provided to the proposed residenis, and the
management and maintenance characteristics of the
proposed development; and

9. An analygis as to the feasibility of the applicant's
qualifying for the credits in accordance with the Code.

In reviewing applications, the execufive director may
rely on the underwriting or other review procedures
performed by or on behalf of any federal agency or
instrumentality which is to finance, insure the financing
on, or otherwise assist the development.

§ 7. Selection of application; set-aside reservations of
credits, ‘

Based on the authority’s review of applications,

1. The vicinity of the proposed development is and

will continue to be a residential area suitable for the

proposed development and is not now, nor is it likely
in the future to become, subject to uses or
determination which could adversely affect Iits
operation, marketability or economic feasibility.

2. There are or will be available on or before the
estimated completion date such public and private
facilities (such as schools, churches, transportation,
retail and service establishments, parks, recreational
facilities and major public and private employers) in
the area of the proposed development as the executive
director delermines to be necessary or desirable for
use and enjoyment by the contemplated residents.

3. The characteristics of the site (such as its size,
topography, terrain, soil and subscil conditions,
vegetation, and drainage conditions) are suitabie for
the construction and operation of the proposed
development.

4, The location of the proposed development will
promote and enhance the marketability of the units to
the person and families intended for occupancy
thereof,

5, The applicant either owns or leases the site of the
proposed development or has the legal right to
acquire or lease the site in such manner, at such time
and subject to such terms as will permit the applicant
to proceed with the development in accordance with
the proposed schedule and these preeedures;
instructions and suidelines rules and regulations .

6. The design of the proposed development will
contribute to the marketability of the proposed
development and will provide a safe living
environment for such residents.

7. The applicant and general contractor have the
experience, ability and financial capacity necessary to
carry out their respective responsibilities for the
acquisition, construction, ownership, operation,
marketing, maintenance and management of the
proposed development.

8. The architect, management agent and other
members of the proposed development team have the
qualifications necessary to perform their respective
functions and responsibilities.
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8. The application and proposed development conform
to the requirements, limitations and conditions, if any,
imposed by the executive director pursuant to § 4 of

these precedures; instructions snd guidelines rules and

regulations .

10. The applicant’s estimates of housing development
costs (i} include all costs necessary for the
development and construction of the proposed
development, (ii) are reasonable in amount, (iii) are
based upon valid daia and information, and (iv) are
comparable to costs for similar multifamily rental
developments; provided, however, that if the
applicant’s estimates of such costs are insufficient in
amount under the foregoing criteria, such criteria may
nevertheless be satisfied if, in the judgment of the
executive director, the applicant will have the
financial ability to pay any costs estimated by the
execuiive director io be in excess of the total of the
applicant’s estimates of housing development costs.

11. All operating expenses (including customary
replacement and other reserves) necessary or
appropriaie  for the operation of the proposed
development are included in the proposed operating
budget, and the estimated amounts of such operating
expenses are reasonahble, are based on valid data and
information and are comparable to operating expenses
experienced by similar developments.

12. Based upon the proposed renis and projected
occupancy level required or approved by the executive
director, the estimated income from the proposed
development is reasonable and comparable to income
received on similar developmenis. The estimated
income may include (i) rental income from
commercial space within the proposed development if
the executive director determines that a strong,
long-term market exists for such space and (ii)
income from other sources relating to the operation of
the proposed development.

13. The estimated income from the proposed
development, including any governmenia! subsidy or
assistance, is sufficient to pay debt service, operating
expenses, and cusiomary replacement and other
reserves.

14, The low-income housing units will, prior fo such
daia and during such period as the Code shall require,
be occupied by persons and families whose incomes
do not exceed the limits prescribed by the Code.

15, Sufficient demand in the market area of the
development exists and will exist for the units in the
development during the term of the -credits.
Occupancy of the development will be achieved in
guch fime and manner that the proposed development
will (i) attain seif-sufficiency (i.e., the rental and other
income from the development is sufficient to pay all
operating expenses, debt service and replacement and

other reserves and escrows) within the usual and
customary time for a development for its size, nature,
location and type and (ii) will coniinue to be
self-sufficient for the full term of the credits.

16. The estimated utility expenses and other costs to
be paid by the residents are reasonable, are based
upon valid data and information and are comparahble
to such expenses experienced by similar developmenis,
and the estimated amounts of such utility expenses
and costs will not have a materially adverse effect on
the occupancy of the unils in accordance with
paragraph [ 15 ] of this section.

17. The proposed development includes such
appliances, equipment, facilities and amenities ag are
customarily used or enjoyed by the contempiated
residents in similar developments.

i8. In the case of any development to be insured,
subsidized or otherwise assisted or aided by any
federal, state or local government, the proposed
development will comply in all respects with any laws,
rules and regulations relating thereto, and adequate
insurance, subsidy, or assistance is available for the
development and will be expected to remain available
in the due course of processing with the applicable
governmental entity.

19. The pgross rents to be paid by families for the
low-income housing units do not exceed 309 of the
applicable qualifying income for a farnily of its size
(reduced by any utility allowances as required by the
Code). The amounts of any uiility allowances are
calculated in accordance with the requirements of the
Code.

20. The applicant will be able to proceed with the
development in accordance with the schedule
submitted with the application, and as a result the
proposed development will be placed in service prior
te eor during the initiel year for which the erediis are
requested within the fime period required by the Code

21. A reliable source of financing is available in an
amount and on terms and conditions which will permit
the applicant to proceed with the development as
proposed. Such financing, together with other moneys
to be available to the applicant, will he sufficient 1o
fund the acquisition and any construciion or
rehabilitation of the proposed developmeni.

22. The prerequisites necesgary for the members of
the applicant’s development team to acquire, own,
construct or rehabilitate, operate and manage the
proposed development have been satisfied or can be
satisfied within a period of time consistent with the
applicant’'s schedule for the proposed development.
These prerequisites include, but are not limited to
obtaining: (i) site plan approval, (ii) proper Zoning
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status, (ili) assurances of the availability of  the

" requisite public utilities, (iv) commitments by public
officials to construct such public improvements and
accept the dedicaticn of streets and easements that
are necessary or desirable for the construction and
use of the proposed development, (v) building,
occupancy, and other permits required for any
construction or rehabilitation and occupancy of the
proposed development, and (vi} licenses and other
legal authorizations necessary to permit each member
to perform his or its duties and responsibilities in the
Commonwealth of Virginia.

23, The allocation of credits to the applicant will
result in an increase, or will prevent a decrease, in
the supply of decent, safe and sanitary housing at

' affordable rents for the low-income persons and
families intended to be served by the crediis under
the Code.

24, The applicant and the preposed development will
satisfy all requirements sef forth in the Code in order
to be eligible for receipt of the credits in the amount
requested.

In the application of the above criteria for the selection
of applicants, the objective of the authority shall be that
credits shall be set aside reserved for those developments
which will best provide (with respect to location; design;
quality of construction and management; cost of
i acquisition, rehabilitation or construction and operation;
and other characteristics described in such criteria)
decent, safe and sanitary housing at rents affordable to
low income persons and families; will permit maximum
use of the credits; will proceed successfully to completion
or acquisition and operation; will qualify under the Code
for such credits upon completion or acquisition; will
thereafter continue to qualify for and fully utilize such
credits in accordance with the requirements of the Code;
and will best serve the housing needs of the
Commonweglth,

If applications are being reviewed on a first-come,
first-served basis or if only one application is being
reviewed, the executive director shall recommend to the
board of Cemmissioners of the authorify that a setaside
reservation of credits be made for sueh with respect to
the buildings described in each such application if he
determines that such application adequately satisfies the
criteria set forth above in this section.

In determining whether to recommend the selection of
an application or applications, the executive direcior may
take into account the desirability of allocating credits with
respect to different applicants developments located
throughout the Commonwealth. The executive director may
also give special consideration to developments located in
areas having severe shortages of low-income housing and
to developments for the menially and physically disabled
and for persons and families having special housing needs.

An amount, as determined by the executive director, not
less than 109 of the Commonwealth’s annual credit
authority limitation shall be available for sef-asides
reservation and allocation to buildings of developments in
which “qualified nonprofit organizations” materially
participate in the development and operaticn thereof, as
described in the Code. In no event shall more than 90%
of the Commonwealth’s annual credit authority limitation
be available for developments other than those described
in the preceding sentence.

If the executive director determines not to recommend
the setaside reservation of credits to an applicant, he
shall so notify the applicant.

If the executive director determines that one or more of
the criteria set forth above in this section have not been
adequately satisfied by any applicant, he may nevertheless
in his discretion recommend to the board ef
Commissieners that the setaside reservation be approved
subject to the satisfaction of .such criteria in such manner
and within such time period as he shall deem appropriate.

The board of Cemmissioners shall review and consider
the analysis and recommendation of the executive director
for the setaside reservation of credits, and, if it concurs
with such recommendation, it shall by resolution approve
the application and authorize the executive director to set
aside reserve the credits to the applicant, subject to such
terms and conditions as it shall deem necessary or
appropriate to assure compliance with the Code and these
proecedures; instructions and puidelines rules and
regulations . If the board ef Cemmissieners determines not
to approve an application for a setnside reservation of
credits, the executive direcior shall so notify the applicant.

Upon approval by the board ef Ceommissieners of a
set-aside reservation of -credits to an applicant, the
executive director shall notify - the applicant of such
set-agide reservation and of any terms and conditions
imposed with respect thereto amd may require the
peyiment by the applicant of a nerrefundable
fee; in such amount 83 the exceutive director determines;
te reimburse the authority for s adminisirative costs in
processing the applieation: Such fee shall be applied; upen
alocatior of the eredits; toward the payment of the
autherity’s administralive fee . The executive director may
alse require the applicant to make a good faith deposit to
assure that the applicant will comply with all requiremeants
under the Code and these preeedures; instruetions and
guidelines rules -and regulations for allocation of the
credits. Upon allocation of the credits, such deposit (or a
pro rata portion thereof based upon the portion of credits
so allocated) shall be refunded to the applicant.

The executive director may reserve or allecate credits
as provided herein prior (o approval, bui subject (o
ratification, by the board Iif he determines that
circumstances warrant such action without further delay.

As a condition to the set-eside reservation of credits, the
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executive director may require the submission of such
legal and accounting opinions as he shall deem necessary
to evidence that the spplesnt buildings of the development
will be entitled to the credits under the Code,

If the lowineome housing units in the kave
been pleeed in serviee all or cerfain of the buildings of a
development are qualified low-income buildings as of the
date the application is approved by the board ef
Commisgieners and if the owner thereof is otherwise then
entitled to the use of the credits under the Code, the
executive director may at that time allocate the credits to
such ewner qualified low-income buildings without first
providing a set-aside reservafion of such credits.

The executive director may require that applicanis to
whom credits have been assigred reserved shall submit
from time to time or at such specified times as he shall
require, written confirmation and documentiation as to the
status of the proposed development at its compliance with
the schedule submitted with the application. If on the basis
of such written confirmation and documentation and other
available information the executive director determines
that the low-income housing unids buildings in the
development which were (o be qualified Ilow-income
buildings will not be placed in service prior te or during
within the time period required by the Code or wili not
otherwise qualify for such credits, then the executive
director may terminate the set-aside reservation of such
credits.

Any material changes io the development, as proposed
in the application, occurring subsequent to the set-aside
reservation of the credifs therefor shall be subject to the
prior wriiten approval of the executive director. If such
changes are made without the prior written approval of
the executive director, he may terminate the sei-aside
regervation of such credits.

In the event that any set-aside reservation of credits are
terminated by the executive director under this section, he
may set eside reserve or allocate, as applicable, such
credits to other qualified applicants in accordance with the
provisions hereof on a competitive basis, on a first-come,
first-served basis, on a pro rata basis or in such other
manner as he shall deem appropriate.

§ 8. Allocation of credits.

At such time as the lew-income housing upils in 8
development are pleced in serviee one or more of an
applicant’s buildings which have received a reservation of
credits becomes qualified low-income buildings |, the
applicant shall so advise the authority, shall request the
allocation of all of the crediis so reserved or such portion
thereof to which the epplieant is applicant’s buildings are
then entitled under the Code, and shall submit such
cerfifications, legal and accounting opinions, and other
documentation {neluding; without Hmitations; evidenee that
the low-inecome hﬁ&smg units will be eceupied within the

time period required by the Codey as the executive
director shall require in order to determine that the
epplieant i3 applicant’s buildings are entitled to such
credits under the Code and these precedures; instrietions
and guidelines rules and reguiations . If the executive
director determines that the appleant is such buildings are
so entitled to the credits, he shall allocaie the credits (or
such portion thereof es to which he deems the appleant

buildings to be entitled) (o the oeppleant applicant’s
qualified low-income buildings in accordance with the
requirements of the Code, If the executive director shall
determine that the epplieant is applicant’s buildings are
not so entitfled to the crediis, he shall not allocate the
crediis to the epplieant and shall so notify the applicant :
provided; however; that he may nevertheless eliceale sueh
eredits subjeet to selisfaetion of terms and conditiens as
he shall deem meeessary or appropriate to assure that the
epplicant shell become entiled to the ereditss Upen
approval or denial by the execubtive direector of the
applicant’s request for alloeption of eredils; the applicant
shell pay the balance of the administrative fee to the
authrority . In the event that any such applicant shail not
request all of the an allocation of s all of ifs reserved
credits or whose buildings shall be deemed by the
executive director not to be entitled to any or all of iis
reserved credits, the executive direcior may set aside

reserve or allocate, as applicable, such unallocated credits
to the buildings of other qualified applicanis in accordance
with the provisions hereof on a competitive basis, on a
first-come, first-served basis, on a pro rate basis or in such
other manner as he shall deem appropriatie.

The executive direcfor may prescribe such deadlines for
submissions of requests for allocations of credits for any
calendar Vear as he deems necessary or desirable to allow
sufficient processing time for the authorify to make such
allocations within such calendar year.

Prior to the initial determination of the “qualified basis”
(as defined in the Code) of the gqualified low-income
housing upits in building of a development pursuant f{o the
Code, an applicant to whem whose buildings credits have
been set aside reserved may request a setaside
reservation of additional credits. Subsequent to such initial
determination of the qualified basis, the applicant may
request an imeresse in the emount additional allocation of
credits by reason of an increase in gualified basis based
on an increase in the number of low-income housing units
or in the amount of floor space of the low-income housing
units. Any request for an additional allocation of credits
shall include such opinions, certifications and
documentation as the executive director shall require in
order {o determine thai the applieent applicant’s buildings
will be entitled to such additional credits under the Code
and these proeedures; instruetions and guidelines rules and
regulations and shall be submitted, reviewed and selected
by the executive director in accordance with the
provisions hereof.

IR EEEEERE
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Title of Regulation: VR 480-02-0012. Rules and Regulations
for the Virginia Housing Fund (Formerly: Virginia
Housing Fund Procedures, Instructions and Guidelines).

Statutory Authority: § 36-55.30:3 of the Code of Virginia.

Public Hearing Date: N/A
(See Calendar of Events section
for additional information).

VR 400-02-0012. Rules and Regulations for the Virginia
Housing Fund.

PART L
PURPOSE AND APPLICAEILITY,

§ 1.1, Definitions.

A&theﬂ%yﬁetassetfeﬁhmehaptefl—z@%-ﬁﬁ%e%
seq-) ef the Cede of Virginia:

Aﬁpﬂeﬂﬂt—meaﬁsaﬂmdaﬁ&u-ai—cefpemﬁ&n—

"“Application” or “proposal” means a written request to
the authority by a prospective borrower for a loan or a
written request to the authority by an applicant requesting
the establishment of a loan program or other assistance

under the procedures; instruections and pguidelines these

rules and regulations .

Authority:

“Beard of ecommigsioners? means the beard of
commissioners of the autherity:

“Executive director” means the exccutive director eof the
authority or any other officer or employee of the autherity
whe is authorized to aet on his behalf of on behalf of the
autherity pursuant fo a resolution of the board of
commissioners of the autheriby

“Fund” means the housing fund created by the authority
from moneys in its general fund for the purposes set forth
herein,

“Lpan” means any extension of credit which is made or
financed or is to be made or financed pursuant to these
proeedures; instrdeHens and puwidelines rules and
reguiations .

“Loan program’” means any program requested to be
developed or impiemented by the authority for the
purpose of providing loans pursuant f{o these preocedures;
ingtructions and guidelines rules and regulations .

LS. government oF agepey sceurity’ means direet
genernl obligatiens of the Uaited Slates of Amerien;
ebligations the peyments of the principel of and interest
en which; in the opinion of the Attermey General of the
United States in eoffiee at the Hme sueh obligations were
issued; are unconditionally gusreniced by the United States
of America: or bends; debentures; parbeipetion certificates
or netes issued by any other ageney orf corperation which
has been or may hercofter be ereated by or pursvanmt fe
en aet of the Congress of the United States as an agency
or instrementality theresf the bonds; debentures;
p&r»tieip&tiﬁﬂ certiffieates eor netes ef which are

suaranteed by the United States eof

§ 1.2, Applicability and purpose,

The proecdures; instruetions and guidelines rules and
regulations that follow will be applicable {o loans or
programs for loans which are made or financed or are
proposed to be made or financed by the authority to
borrowers who have presented proposals or applications
for loans or loan programs from the fund.

The purpose of the fund is to create new housing
opportunities for lower income Virginians through its
operation as a special purpose revolving loan fund. The
highest priority is placed upon serving the elderly,
disabled, and homeless as well as families in need of
affordable housing not otherwise being serviced by other
housing programs. The fund will also seek to provide
support for comprehensive programs of neighborhood
revitalization.

There will be special emphasis placed upon uging the
fund to attract and leverage other housing aid of all kinds
including, bui not limited to, financial, in kind, tax
incentives and subsidies. The fund shall be used to
encourage partnerships with both public and private
interests including state agencies, localities and nonprofit
organizations. The goal is to maximize the participation in,
and regources devoted to, solving housing problems of
lower income Virginians.

There will be an emphasis on creative uses of the fund
which will result in the most effective use of its resources
and advancement of the state of the art in providing
decent housing at an affordable cost to lower income
Virginians.

Notwithstanding anything to the contrary herein, the
executive director is authorized to waive or modify any
provision herein, where deemed appropriate by him, for
good cause, to the extent not inconsistent with the Act end

the autherity’s rules and regulations .

All reviews, analyses, evaluations, inspections,
determinations and other actions by the authority pursuant
to the provisions of these proeedures; instroetions aad
gridelines rules and regulations shall be made for the sole
and exclusive benefit and protection of the authority and
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shall not be construed io waive or modify any of the
rights, benefits, privileges, duties, liabilities or
repgonsibilities of 1he authorily, the borrower, any
confractors or any other parties under any agreemenis or
documents relating to the loan.

These precedures; instructons and puidelnes rules and
regulafions are intended to provide a general description
of the authority’s processing requiremenis for loans or
loan programs under the fund and are not intended to
include all actions involved or required in the processing
and administraiion of such loans or loan programs,
Because the fund is an experimental venture, in order to
refine and impreove iis implementation, it is the intention
of the authority to be flexible in is interpretation of the
principles set forth herein for loans or loan programs of
special merit. These procedures; instrucHons and guidelines
rules and regulations are subject to change at any time by
the authority and may be supplemented by additional
policies, proeedures; instruetions end guidelines rules and
regulations adopied by the authority from time to time.
The authority reserves the right to change the size of the
fund or its uses as circumstances may reasonably dictate.

PART II
PRINCIPLES GOVERNING THE FiND.

§ 2.1. General principles,

# The fund is a revolving loan fund. It is the
authority’s intent that repaid principal plus interest, less
any loss of interest or principal in the event of default
sustained by the fund, will be recycled and loaned to
additional projecis up to the full amount of the fund as
approved by the board ef commissioners .

B: Project and program proposals will be given
preference in the selection process to the extent they
address the Tollowing:

1. Needs of the user group, which shall be primary,

2. Partnerships which maximize leveraging of fund
loans;

3. Exfent to which the projeci is either innovative or
demonstrates a possible “breakthrough” idea for
serving lower income households or both;

4. Potential for the project {o the replicable (ie.,
demonstration);

5. Financial soundness and experience of the sponsor.

& Proposals should seek to maximize the number of
persons or projects which are served. Projects which
highly leverage f{fund rmoneys hy attracting external
subsidies and capital are encouraged.

. The authority will seek an equitable geographic
distribution of loans made from the fund.

E: All loans to be made from the fund shall comply
with all applicable laws and regulations to which the
authority is subject and with any preecedures; Histruetions
and guidelimes rules and regulations of the authority
applicable or to be applicable thereto and such other
underwriting criteria as the execuiive direcior deems
necessary fo protect the interesis of the authority as
lender.

PART IIL
TERMS OF LOANS AND INTEREST RATES.

§ 3.1. Terms of loans.

Ten years shall be the maximum loan term, alihough
longer amortization schedules may be utilized.

§ 3.2. Inierest rates.

The interest rate on loans shall be determined pursuant
to a schedule and criteria established from time to time
by a resolution of the board ¢f ecommidsieners . Such
interest rates are expected to be significantly lower than
those which would be available from other sources and, at
the same time, will provide continuing support for the
authority’s currently outsianding and future bond issues.
The authority realizes that loans will have significantly
higher risks than alternative investments and will have
little or no liquidity. If deemed necessary, all or a poriion
of the interest payments on loans may be deferred by fhe
authority.

PART IV,
PROPOSALS AND LOAN APPLICATIONS.

§ 4.1. Solicitation of applications and proposais.

The executive director may from time to time take such
action as he may deem necessary or proper in order fo
solicit proposais or applications for the fund. Such actions
may include advertising in newspapers and other media,
mailing of information to prospective applicants and oiher
members of the public, and any other methods of public
anpnouncement which the executive director may select as
appropriate under the circumstances. The executive
director may impose requirements, limitations and
conditions with respect to the submission and selection of
applications and proposals as he shall consider necessary
or appropriate. The execufive director may cause market
studies and other research and analyses fo be performed
in order ito determine the manner and conditions under
which available moneys in the fund are to be allocated
and such other matters as he shall deem appropriate
relating to the seleclion of applications and proposals or
the establishment of programs. The authorily may also
consider and approve applications and proposals submitied
from time to time to the authority without any solicitation
therefor on the part of the authority.

§ 4.2. Authority programs under ine fund.
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Programs may be designed and operated by the
authority if they are innovative, cannot currently be
conventionally funded, or may serve as models for future
state or bond funding.

§ 4.3, Application and selection for processing.

Application for a loan or loan program shall be
commenced by filing with the authority an application or
proposal on such form or forms as the executive director
may from time to time prescribe, together with such
documents and additional information as may be requested
by the authority.

Based on the applications, proposals, documents and any
additional information submitted by applicants or obtained
from other sources by the authority, a subcommitiee of
the board ef ecemmissierers shall select for processing
those applications and proposals which it determines may
best satisfy the purposes and principles of the fund set
forth in §§ 1.2 and 2.1 hereof.

Nothing contained herein shall require the authority to
select any application or proposal which, in the judgment
of the subcommittee of the board ef ecemnissieners , does
not adequately satisfy the purposes and principles of the
fund set forth in §§ 1.2 and 2.1 hereof.

The selection by the subcommittee of the board ef
eomnpissiopers shall be based only on the documents and
information received or obtained by it at that time and
shall be subject to modification or reversal upon receipt
and further analysis of additional documenis or
information at a later time.

After selection of an application or proposal for a loan
has been made by the subcommiitee of the hoard ef
commissioners , such application will then be processed by
the authority in accordance with the authority’s applicable
proeedures; instruetions eand guidelines rules and
regulations or, if no such precedures; instruetions and
guidelnes rules and regulations are applicable, in
accordance with such writien agreement or agreements
with the applicant as the executive director may require
to effect the purposes and principles hereof and to protect
the authority’s interest as lender.

After selection of an application or proposal for a loan
program has been made by the subcommittee of the board
of cemmissiopers , the authority may implement such
program by (1) applying any then existing precedures;
instruetions and guidelines rules and regulations of the
authority, (if) promulgating new precedures; instruetons
end guidelines rules and regulations therefor, or (iii)
entering into such written agreement or agreements with
the applicant or proposed borrowers or both as the
executive director may require consistent with the
purposes and pr1nc1ples hereof and the authority’s interest
as lender,

* % kK % % k% ¥ ¥

Title of Regulation: VR 408-§2-0013. Rules and Regulations
for Multi-Family Housing Developments for Mentally
Disabled Persons (Formerly: Procedures, Instructions and
Guidelines for Multi-Family Housing Developments for
Mentally Disabled Persons).

Statutory Authority; § 36-55.30:3 of the Code of Virginia.

Public Hearing Date: N/A
(See Calendar of Events section
for additional information)

VR 400-02-0013. Rules and Regulations for Multi-Family
Housing Developments for Mentally Disabled Persons.

§ 1. Definitions,

Heusing DPevelopment
Au{-heﬂt-yAet—bemgGhapte;H@metseq—}ef
TFitle 36 of the Cede of Virginia:

Arathority:
“Board” wmenny the board of ecommissieners of the
authority:

“Closing’” means the time of execution by the mortgagor
of the documents evidencing the M/D loan, including the
deed of trust note, deed of irust and other documents
required by the authority. (In the case of a construction
loan, “closing” means the initial closing of the M/D loan.)

“Construction” means construction of new structures and
the rehabilitation, preservation or improvement of existing
structures.

“DMHMR” means the Department of Mental Health,
Mental Retardation and Substance Abuse Services of the
Commonwealth of Virginia.

SEwoentive éiFeetBF" means t‘he Eifeeﬂtive direetor of the
autherity or any other officer or emnployee of the auwthority
who is authorized te aect on behalt of the outherity
pursuani to a reselutien of the beoard:

“Final closing” means, for a construction lean, the time
of final disbursement of the M/D loan proceeds after
satisfaction by the mortgagor of all of the authority’s
requirements therefor,

“M/D development” means a mulli-family housing
development intended for occupancy by persons of low
and moderate income who are mentally disabled.

“M/D Ilpan” means a mortgage lean made by the
authority to finance the development, construction,
rehabilitation and/or the ownership and operation of an
M/D development.

“Seed loan” means a mortgage loan made by the
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authority to finance preconstruction or other relaied costs
approved by the authority and the financing of which by
the authority is determined by the authority to be
necessary to the mortgagor's ability to obtain an M/D loan
for the construction of an M/D development.

& 2. Purpose and applicability.

The following precedures; instruetions and geidelines
rules and regulations will be applicable to morigage loans
which are made or financed or are proposed fo be made
or financed by the Virginia ing Peveloprieat authority
{the “sutherity’™) to morigagors to provide the construction
and/or permanent financing of M/D developments. Sueh
leans are referred to herelr as “M/D lesnss® These
procedures; instrietions and guidelines rules and
regulations shall be applicable to the making of such M/D
loans directly by the authority to mortgagors, the purchase
of such M/D loans, the participation by the authority in
such M/D loans with mortgage lenders and any other
manner of financing of such M/D loans under the Virginie

Heusing Development Authority Act. These proeedures;
matr—ueﬂeﬂs end guidelines rules and reguwlations shall not,
however, apply to any M/D developmenis which are
subject to any other proeecdures; instruetions and guidelines
rules and regulations adopted by the authority. If any M/D
loan is to provide either the construction or permanent
financing (but not both) of an M/D development, these
procedures; imstruetions and puidelines rules and
regulations shall be applicable to the extent determined by
the executive director io be appropriaie for such financing.
In addition, notwithstanding the foregoing, the executive
director may, in his discretion, determine that any M/D
loan should he processed under the Preeedures;
Instructions and Guidelnes anthority’s Rules and
Regulations for Mulii-Family Housing Developments,
whereupon the application for such M/D loan and any
other information related thereto shall be transferred to
the authority’s multi-family division for processing under
the aforementioned mulii-family Precedures; Iastructions
and Guidelnes rules and regulations .

Mortgage loans may be made or financed pursuant fo
these rules and regulations only if and to the exteni that
the authority has made or expects to make funds available
therefor.

Notwithstanding anything to the contrary herein, the
executive director is authorized with respect to any M/D
development to waive or modify any provision herein
where deemed appropriaie by him for good cause, to the
extent not inconsistent with the Act ; the aut-heﬂtys res
and repulatiens;, and covenants and agreements with the
holders of ifs bonds.

All  reviews, analyses, evaluations, inspections,
determinations and other actions by the authority pursuant
to the provisions of these procedures; instructons asd
guidelines rules and regulations shall be made for the sole
and exclusive benefit and protection of the authority and
shall not he construed to waive or modify any of the

righis, benefits, privileges,
responsibilities of the authority, the mortgagor, the
contracior or other members of the development team
under the closing documents as described in § 8 of these
precedures; inghuellons end guidelines rules and
regulations .

duties, liabilities or

These precedures; instructions and guidelines rules and
regulations are intended to provide a general description
of the authority’s processing requiremenis and are not
intended to include all actions involved or required in the
processing and administration of M/D loans under the
authority’'s multi-family housing programs for M/D
developments. These precedures; ipstructions and
guidelines rules and regulations are subject to change at
any time by the authority and may be supplemented by
policies, procedures; instrucHens end puidelines rules and
regulations adopied by the authority from time o time
with respect to any particular development or
developments or any multi-family housing program or
programs for M/D developments,

§ 3. Income limiis and general restrictions.

The amounts payable, if any, by persons occupying M/D
developments are deemed not fo be rent. As a resuli, ihe
authority’s income limit set forth under § 1-2B &f ils rules
and regulations limiting a person’s or family’s adjusted
family income to an amount not greaier than seven times
the total annual rent is inapplicable; insiead, in accordance
with the seme aforementiened seelen of the authority’s
rules and regulations, the income limits for persons
occupying such developments shall be as follows: All units
of each M/D development, with the sole exception of
those unifs occupied by an employee or ageat of the
morigagor, shall be occupied or held available for
occupancy by persons who bave adjusted family incomes
(as defined in the authority’s rules and regulations and as
determined af the time of their initial occupancy) which
do not exceed 15095 of the applicable area median income
as determined by the authority and who are menfally
disabled.

The board may establish, in the resolution authorizing
any morigage loan lo finance an M/D development under
these rules and regulations, income limils lower than those
provided herein for the occupanis of the unifs in such
M/D development,

If federal law or rules and regulations impose
limitations on the incomes of the persons or families who
may occupy all or any of the units in an M/D
development, the occupancy of the M/D developmen{ shall
comply with such lirpitations, and the adjusted family
incomes (as defined in the authority’s rules and
regulations) of applicants for occupancy of all of the umiis
in the M/D development shall be computed, for the
purpose of determining eligibility for occupancy thereof
under the euthority's these rules and regulatmns and these
procedures; ipstrycHens and pwidelines; in the manner
specified in such federal law and rules and regulations,
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" subject to such modifications as the executive director

shall require or approve in order to facilitate processing,
review and approval of such applications.

Notwithstanding anything to the contrary herein, all M/D
developments and the processing thereof under the terms
hereof must comply with (i) the Act and the authority’s
rules and regulations, (ii) the applicable federal laws and
regulations governing the federal tax exemption of the
notes or bonds issued by the authority to finance such
M/D developments, and (iii} the requirements set forth in
the resolutions pursuant to which the notes or bonds, if
any, are issued by the autherity te finance the M/D
developments. Copies of the authority’s applicable note and
bond resoluficns, if any, are available upon request.

§ 4. Terms of mortgage loans.

The authority may make or finance mertgage loans
secured by a lien on real property or, subject to certain
limitations in the Act, a leasehold estate in order fto
finance M/D developments. The term of the mortgage loan
shall be equal to (i) if the M/D loan is to finance the
construction of the propesed M/D development, the period
determined by the execufive director to he necessary to:
(1) complete construction of the M/D development, and
(2) consummate the final closing of the M/D loan; plus
(i) # the M/D loan is to finance the ownership and
operation of the proposed M/D development, an
amortization period set forth in the M/D loan commitment
but not to exceed 45 years. The executive director may

¢ require that such amortization period not extend beyond

the termination date of any assistance or subsidy.

M/D loans may be made to (i) for-profit housing
gponsors in original principal amocunts not to exceed the
lesser of the maximum principal amount specified in the
M/D loan commitment (which amount shall in no event
exceed 959 of the fair market value of the property as
determined by the authority) or such percentage of the
housing development costs of the M/D development as is
established in such commitment, but in ne event to exceed
959, and (if) nonprofit housing sponsors in original
principal amounts not to exceed the lesser of (he
maximum principal amount specified in the M/D loan
commitment (which amount shall in no event exceed [
100% of the fair market value of the property as
determined by the authority in those cases in which the
nonprofit sponsor is the Commonwealth of Virginia or any
agency or instrumentality thereof, and which shall in no
event exceed ] 95% of the fair market value of the
property as determined by the authority [ in those cases in
which the nonprofit sponsor is not the Commonwealth of
Virginia or an agency or instrumentality thereof ] )} or
such percentage of the housing development costs of the
M/D development as is established in such commitment,
but in no event to exceed 100G,.

The maximum principal amount and percentage of
housing development costs specified or established in the
M/D loan commitment shall be determined by the

authority in such manner and based upon such factors as
it deems relevant to the security of the M/D loan and the
fulfillment of its public purpose. Such factors may include
the economic feasibility of the proposed M/D development
in terms of its ability {0 pay the projected debt service on
the M/D loan and the projected operating expenses of the
proposed M/D development.

The categories of cost which shall be allowable by the
authority in the acquisition and construction of an M/D
development financed under these rules and reguiations
shall include all reasonable, ordinary and necessary cosis
and expenses (including, without /imitations, those
categories of costs set forth in the authority’s rules and
regulations for multi-family housing developments) which
are incurred by the mortgagor in the acquisition and
consiruction of the M/D development, the total of housing
developmant costs shall be certified fo the authorily in
accordance with these rules and regulations, subject to the
review and defermination of the authority. In lieu of such
certification of housing development costs, the executive
director may require such other assurances of housing
development costs as he shall deem necessary lo enable
the authority to determine with reasonable accuracy the
actual amount of such housing development costs,

The interest raie on the M/D loan shall be established
at the closing and may be thereafter adjusted in
accordance with the authority’s rules and regulations and
the terms of the deed of trust note. The authority shall
charge a financing fee equal to 1.5% of the M/D loan
amount, uniess the executive director shall for good cause
require the payment of a different financing fee. Such fee
shall be payable at such times as hereinafter provided or
at such other times as the executive director shall for
good cause require.

§ 5. Solicitation of proposals.

The executive director may from time to time take such
action as he may deem necessary or proper in order to
solicit proposals for the financing of M/D developments.
Such actions may include advertising in newspapers and
other media, mailing of information to prospective
applicants and other members of the public, and any other
methods of public announcement which the executive
director may select as appropriate under the
circumstances. The executive director may impose
requirements, limitations and conditions with respect to the
submission of proposals and the selection of M/D
developments as he shall consider necessary or
appropriate. The executive director may cause market
studies and other research and analyses to be performed
in order to determine the manner and conditions under
which available funds of the authority are to be allocated
and such other maiters as he shall deem appropriate
relating to the selection of proposals, The authority may
also consider and approve proposals for financing of M/D
developments submitted from time to time to the authority
without any solicitation therefor on the part of the
authority.
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§ 6. Application and review.
A. Information to be submitted,

Application for an M/D loan shall be commenced by
filing with the authority an application, on such form or
forms as the executive director may from time to time
prescribe, together with such documents and additional
information as may be requested by the authority,
including, but not limited to:

1. Information with respect to the status of the
proposed development site and the surrounding
community;

2. Any option or sales contract to acquire the site;

3. An evaluation of the need and effective demand for
the preposed M/D development in the market area of
such site;

4, Information regarding the Ilegal, business and
financial status and experience of the applicant;

5. Information regarding amenities and Sservices
proposed to be offered to the tenants;

6. A determination by DMHMR on such form or forms
as the executive direcior may from time to time
prescribe to the effect that (i) the mortgagor has the
intent and ability to provide the services deemed
necessary by DMHMR for the success of a housing
development intended for occupancy by persons of low
and moderate income who are mentally disabled, (ii)
that the proposed location and type of housing are
suitable for the contemplated residents and that there
exists a need in the area of the proposed location for
housing for the mentally disabled, and (iii) that the
development is economically feasible to the extent that
it is projected to have or receive funds in an amount
sufficient to pay the debt service on the proposed
M/D loan and to pay for all of the requisite services
deemed necessary by DMHMR for the success of such
a developmeni (for those M/D developments which
are to receive funding other than that directly from
the mortgagor, a breakdown of the source and amount
of such funding upon which DMHMR relied in making
its determination must be included);

7. Architectural and engineering plans, drawings and
specifications in such detail as shall be necessary or

8. The applicant’s (i) best estimates of the housing
development costs and the components thereof, (ii)
proposed M/D loan amount, (iii) proposed annual
operating budget and the individual components
thereof, (iv) best estimates of the monthly utility
expenses and other costs for each dwelling unit if
paid by the resident, and (v) amount of any subsidy
or assistance, including any described in item 6 above,
that the applicant is requesting for the proposed M/D

development. The applicant’s estimates shall be in
such detail and with such itemization and supporting
information as shall be requested by the executive
director;

9. The applicant's proposed tenant selection plans;
including deseription and analysis of tepant selection
stretegiey; techniques and procedures to be fellowed:

plan which shall include, among other information that
the executive director may require from time to time,
the following: (i) any proposed fees to be charged to
the lenants; (ii} the ufilization of any subsidy or other
assistance from the federal government or any other

source; (iif} the proposed income levels of lenants;
(iv) any arrangemenis contemplated by the applicant
for tenant referrais or relocations from federal, state
or lIocal government agencies or community
organizations; and (v} any criteria to be used for

disapproving fenant applications and for establishing
priorities among eligible tenant applicants.

16. Any documents required by the authority to
evidence compliance with all conditions and
requirements necessary to acquire, own, construci,
operate and manage the proposed M/D development,
including local governmental approvals, proper zoning
status, availability of utilities, licenses and other legal
authorizations necessary to perform requisite functions
and any easements necessary for the construction and
operation of the M/D development; and

11. A nonrefundable processing fee equal to 0.59 of
the proposed M/D loan amount. Such fee shall be
applied at closing toward the payment of the
authority’s financing fee.

In the selection of an application or applications for
processing, the executive director may take into account
the desirability of allocating funds to different sponsors
throughout the Commonwealth of Virginia,

The execulive director may for good cause permit the
applicant to file one or more of the foregoing forms,
documents and informalion at a later time, and any
review, analysis, determination or other action by the
authority or the executive director prior to such filing
shall be subject to the receipt, review and approval by the
executive director of such forms, documents and
information,

An appraisal of the land and any improvements to be
retained and used as & part of the M/D development will
be obtained at this thme or as soon as practical thereafter
from an independent real estate apprailser selected by the
authority. Such appraisal shall not be obtained until the
authority has received the processing fee required by §
6.A.11 above. The authority may also obtain such other
reports, analyses, information and data as the executive
director deems necessary or appropriate to evaluate the
proposed M/D development.
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If at any time the executive director determines that the
applicant is not processing the application with due
diligence and best efforts or that the application cannot be
successfully processed to commitment and closing within a
reasonable time, he may, in his discretion, terminate the
application and retain any fees previcusly paid to the
authority.

B. Review of the application.

The authority’s staff shall review each application and
any additional information submitted by the applicant or
obtained from other sources by the authority in its review
of each proposed M/D development. Such review shall be
performed in accordance with subdivision 2 of subsection
D of § 36-55.33:1 of the Code of Virginia and shall include,
but not be limited to, the following:

1. An analysis of the site characteristics, surrounding
land uses, available utilities, tiransportation,
recreational opportunities, shopping facilities and other
factors affecting the site;

2. An evaluation of the ability, experience and
financial capacity of the applicant;

3. An analysis of the estimates of construction costs
and the proposed operating budget and an evaluation
as to the economic feasibility of the proposed M/D
development;

4. A review of the tenant selection plans, including its
effect on the economic feasibility of the proposed
M/D development and its efficacy in carrying out the
programs and policies of the authority;

5. An analysis of the drawings and specifications, the
marketability of the units, the amenities and facilities
to be provided to the proposed residents, and the
management and maintenance characieristics of the
proposed M/D development.

C. Requirement that application satisfy certain criteria.

Based upon the authority staff’'s analysis of such
documents and information and any other information
obtained by the authority in its review of the proposed
M/D development, the executive director may issue a
commitment for an M/D loan to the applicant with respect
to the proposed M/D development provided that he has
determined that all of the following criteria have heen
satisfied:

1. The vicinity of the proposed M/D development is
and will continue to be a residential area suitable for
the proposed M/D development and is not now, nor is
it likely in the fufure to become, subject to uses or
deterioration which could cause undue depreciation in
the value of the proposed M/D developmeni or which
could adversely affect its operation, marketability or
economic feasihility.

2. There are or will be available on or before the
estimated completion date (i) direct access to
adequate public roads and utilities and (if) such public
and private facilities (such as schools, churches,
transportation, retail and service establishments, parks
and recreational facilities) in the area of the proposed
M/D development as the executive director determines
to be necessary or desirable for use and enjoyment by
the contemplated residents.

3. The applicant either owns or leases the site of the
proposed M/D development or has the legal right to
acquire or lease the 