Grantee Unique Appendices

HOME Homebuyer Development Program Recapture/Resale Provisions
Kentucky Housing Corporation

As the HOME Investment Partnerships grantee for the Commonmnwealth of Kentucky,
Kentucky Housing Corporation (KHC) requires developars awarded under the compatitive
funding process for homebuyer development to utilize recapture provisions specified by 24
CFR 92.254{a)5ipBi(2) - Reduction During the Affordability Period. The recapture
provisions will ba used recoup all or a portion of the HOME assistance provided to the
homebuyers if the assisted housing does not continue to be the principal residence of the
purchasing family for the duration of the period of affordability.

KHC will also allow recipient developers to request resale of properties acquired through
foreclosure that ware previously developed with HOME funds that remain in their initial
periods of affordability established by 24 CFR 92.254{a}(4). Such resales must be requested
and approved using KHC's waiver processes and use the appraisal formula established by
24 CFR 92.254(a)(5)(1)(A)(2) to detarmine the sales price.

Recaptura

HOME homebuyer development funds are administered by recipient developers statewide.
All recipient developers receiving an allocation of HOME funds to undertake homebuyear
activities will be required to utilize the recapture provision as specified by 24 CFR
02.254{2)(5)ii)(B}2) - Reduction During the Affordability Period. This provision will be
enforcad by including appropriate language in the HOME writtan agreement with thea
homebuyer and mortgage documents. The initial hornebuyer(s) must reside in the home as
their principal residence for the duration of the peried of affordability established by 24 CFR
92,.264(a)(4). Recipient devalopers will advise clients prior to committing HOME funds that
recapture provisions will apply.

I the event the homebuyer transfers the property, eithar voluntarily or involuntarily, during
the period of affordability, KHC or the recipient developer recaptures all or a portion of the
"direct” HOME assistance provided to the homebuyear from the available net proceeds.

The direct HOME assistance is the total amount of HOME assistance that enablas the buyer
to purchase the unit, including: downpayment and closing cost assistance, interest
subsidies, and other assistance provided directly to the homebuyer (e.g., soft second
mortgage), and if applicable, the amount that reduces the purchase price from fair market
value to an affordable price.

The portion recaptured by KHC or the reciplent devaloper will be a pro-rata amount of the
direct HOME assistance. The total amount of the loan will be reduced for each year that the
owner ooccupies the unit. Forinstance, for each year of & five-yaar affordability period, one-
fifth of the amount of the HOME assistance will be forgiven.
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To determine the amount to be recapturad on a pro-rata basis:

1) Dwide the totad amount of direct HOME assistance oniginally provided to
tha homaebuyer by the number of years in the period of affordability.

2)  Multply thiz result by the number of years the homebuyer occupled the
properiy to determing the amount fo be forgiven.

3 Subdractthe amount to be forgivan from the fotal amount of direct HOME
assistance onginally provided to the homebuyer to determine the
amaount to e racaptured.

In the event net proceeds of the sale are insufficient to repay the amount owed, recaptured
funds will be equal to net proceads, and tha loan will be considered satisfied. Net proceeds
are defined as the sales price of the home minus superior loan repayment (not including
HOME loans) and any closing costs.

The HOME INVESTMEMT PARTMERSHIP PROGRAM SINGLE FAMILY DEVELOPER WRITTEN
AGREEMEMT, which KHC executes with each recipient developer, contains the following
language:

3.1 Affordability Requirements

Tha Project must comply with &l requiraments of 24 C.F.R. § 52.254, in
particular requiring the HOME-assisted units be sold exclusively to income-
eligitle low-income buyers as further outlived ferain. Buyers must take fes
sirmpie fitle to the properly and occupy e unil(s) as their prirmany place of
rasidanca, and the Devaloper shall not impose any restrictions on an
gasizted-buyer's subsequent sale of the property excapt for the recaptura
provisions reguired by 24 C.F.R. § 92 254({s5)(5), as approved by KHC.

2.2 Affordability Period

The sale of the unit constructed undar this Agreament will be subject to the
imposition of an affordebility period consiztant with the requiremaents of24
CF.R. § 92.254(a){4) (the "Affordability Period”). The Affordabiiity Perfod will
be imposed by an agreement between the assisted homebuyer(s] and KHC
as well as ewidenced by & recorded deed restriction, and any direct HOME
asgiztance to the buyer(s) whan purchasing the wnit{s) will be evidancad by
& nota and secured by mortgage.

Among other fems, the agreement bebween KHC and the assisted
homabupars) will include requireaments that the buyer(s) maintain the unit
a3 thair pnmary place of rasidence throughowt the Affordability Penod and
not convert the property to usae as rental housing dunng the Affordabality
Partod. Further, In the event of & sale or other voluntany oF imaaeluntany
fravusfor of lithe during the AFordability Parsiod, the buyer(s)will be raquired to
rapay the outstanding balance of any HOME funding or the net proceeds of
sale, whichewvar iz less. The net proceeds of sale will be defined as the saies
price at which the original buper s gzeliing the unif juwhich KHC may
digapprove in the avent i & pol reflective of an arms-lemsgth sale at faie
market valual, minws any securad mortgage debt senior to the HOME
funding, and minus reasonatie and customarny closing costs incurred by the
szsizted homebuyer as part of the zale.
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Prior te the initial purchase aof a unit by an aligible buyer, KHC will pravide
Developer with form versions of the agraement between KHC and assisted
homebuyer(s). The Deweloper shall take sppropriste steps to ensurs
patential buyers are informed of the Affordebility Period reguirements and
that any purchase sgreament with a buyer is contingent upon KHC s approval
of the sale and the bupers ascceplance of the Afordability Period
requirgments.

The KENTUCKY HOUSING CORPORATION HOME INVESTMENT PARTMERSHIP PROGRAM
HOMEBUYER WRITTEMN AGREEMENT, which KHC executes with each assisted homebuyer,
contains the following language:

SECTION 6. RECAPTURE AGREEMENT

In compliance with 24 CFR 92.254(a)(5], it Homebuyer sells or otherwise
voluntarily or involuntarily transfers title to the Property during the
Affordability Period, including transfer ag a result of foraclosure or deed in
lieu of foreclosure, then the outstanding direct HOME azsiastance to the
bunrer [entire remaining balance of the Loan amount as determined pursuant
to the termis of the Mote) will be recaptured by KHC,

Howeevar, if the net proceeds of the sale are insufficient to repay the direct
HOME assistance, then the entire net proceeds will be recaptured and
retained by KHC to satisty both this Agreement and the Loan, If there are no
net procesds, repayment is not required and the HOME Program
raguiraments are considered to be satisfied. The term “net procesds” is
defined as the sale price less the balance due on superior secured debt and
closing costs incurred by the Homebuyer at sale or transfer, In the event the
niet proceeds are less than the outstanding Loan balance, KHC resenes the
right to determine whether the sales price is comparable to the sales price
in an erms-length transaction for & similar unit and to avaluate the closing
coats being charged to Homebuwyer to ensure they are reasonable and
CUSTOMary,

Met proceeds of sala in excess of the outstanding direct HOME assistance
will ba retained by tha Homebuyer.

In the event Homebuyer wishes to reflinance, KHC will recapture HOME
funds subject to the amartization schedule. KHC may elect to subordinate
to refinancing on a case-by-case basis.

Ta facilitate the expeditious administration of this Section, Homebuyer shall
provide notice 1o KHC of any anticipated refinance or transter of title,
including but not limited 1o o sale or loreclosure,
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R Fi ing For r

Wia KHC's waiver process, KHC will also allow recipient developers to request resale of
properties acquired through foreclosure that were previously developed with HOME funds
and that remain in their initial periods of affordability established by 24 CFR 92.254{a}(4).
While 24 CFR 92.254(a)(5)(1)(C) statas “[t]he affordability rastrictions may terminate upon
occurrence of any of the following termination events: foreclosure, transfer in lieu of
foreclosure, or assignment of an FHA-insured mortgage to HUD," developers choosing this
foreclosure/resale option must ensure the home is resold to a buyer whose family qualifies
asz a low-income family and will use the property as the family's principal residence for the
remainder of the initial affordability period. The sales price for such properties must be
determined using the appraisal formula established by 24 CFR 92.254{a)(5){I){A)2).
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The recaptura provision is in affect for a pariod of affordability that is based on the
amount of direct HOME assistance to the buyer, as follows:

Amount of Direct Assistance to Buyer Period of Affordability
Under $15,000 5 years

£15,000 to 40,000 10 years

Ower $40,000 15 years

Recapture Example - Ms. Mary Smith purchases a home for 105,000 in June of 2011 and
received $20,000 in direct HOME assistance from ABC nonprofit (who is a Recipient Agency
using HOME funds from KHC). Mz, Smith salls the house in August 2016, aftar the fifth year
of affordability. As a result, 50 percent of her loan is forgiven and a balance of $10,000 is to
be repaid from the net proceads. However, if the net proceeds of the sale are insufficient to
repay the balance, the amount subject to racapture Wwill be equal 1o the net proceeds.

Moncompliance

During the affordability period, noncompliance occurs whan an owner (1) vacates the
property or rents the property to another household, or (2} sells the home without KHC
recaiving racaptured funds due at time of sala, KHC will monitor its homebuyer proparties
at least annually to confirm that owners continue to reside in the units as their principal
residence. In the event of noncompliance, the owner is subject to repay any outstanding
HOME funds invested in the housing, This is based on tha total amount of HOME funds
invested, including both development funds and direct subsidy to the buyer minus any
HOME loan repayments.
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Introduction and General Information

Kentucky Housing Corporation (KHC) offars a compelitive funding process o create affordable housing in
conjunction with our development partnars. Through this process, KHC administers federal and state
resources i enable the development and rehabilitation of safe, affordable housing for Kentucky families,

These guidelines instruct applicants how to apply for multifamily resources available through KHC's
campelitive funding application, and explaing processes and program criteria. It i the applicant's
responsibility to read and adhere to the contents of these Guidelines. Applicants may email
miultifamily@kyhousing.org for all questions regarding the Guidelines, the QAP, application, or scoring,

Current Version Applicability

The current version of the Multifamily Programs Guidalines suparsades all pravious versions and unless
otherwise stated or previously approved, all requirements and policies set forth in these Guidelines will
apply o all applications and projects, regardiess of when the project recelved funding. KHC may make
exceplions on a case-by-case basis, al ils sole discrelion. Additionally, KHC may updaie required forms
and documents from timea to time; therefore, applicants/owners are advised 1o always download and

utilize the most current versions posted on KHC's website.
Amendments to the Guidelines or Qualified Allocation Plan (QAF)

KHC must comply wilh applicable federal and stale regulatory and programmabic requirements af all
resources administerad and may amend the Guidelines or QAP as new or updated guidance or
requirements become available,

Additionally, KHC may amend, disregard, madify, or withdraw any section of the Guidelines or QAP,
including selection criteria, that interferes with an appropriate response by KHG in the event of a:

« conflict with state or federal laws or requlations,

+ wealher-ralated disaster,

+  major disruption in financial markets,

+ substantial change in resources avallable, or

» other similar unforeseen, consequential circumstance,
Amandmants are nol limited Lo, bul may parform such acls as cure ambiguibes, supply information on
amissions, comect inconsistencies, or facilitate the allocation of Low-Income Houwsing Tax Credits

{"LIHTCs" or "Housing Credits™) or other KHC resources that would not otherwise be allocated. All
amendments will be effective immediately.

Program Administration

As the administrator of the LIHTC program and cther state and federal funding programs, KHC must
make decislons and interpretations, including without imitation:

+ an application being eligible,

*  scoring criteria,

«  the amount of resources to award, and

+ imposing conditions beyond those generally applicable.



KHC is enfitlad io the full discretion allowed by law in making all such decisions and interpretations. KHC
may reschve, in it sole discretion, any conflicts or inconsistencies in the Guidelines or QAP and other
documents governing KHGC's administration of the LIHTC program.

KHC may take all other actions and imposa all other conditions which are required by law or which in the
apinion of KHC are necessary to ensure the complete, effective, efficient, and lawful allocation and
utilization of the LIHTC and cther KHC-administered programs. Such conditions may include imposing
more stringent conditions than are reguired by the Code or other lederal laws applicable o each project
for receipt of LIHTCs and other funding sources administered by KHC throughout the reguired
compliance penod andfor other applicable panods.

As additional guidance, KHC may publish Multifamily Guestions and Answers (Q&A). Any such
Multifamily Q84 (as may be amended from lime 1o time) are hereby incofporated by reference. Applicants
are advised that adherence to all provisions in the Guidalines and QAP, as applicable, is a requirement to
participate in KHC's multifamily programs.

The Guidelines and QAP are intended to provide sufficient information o praspective applicants,
howawver, due to the complexity of the program and the housing development process in general, not
avery potential circumstance can be covered. Applicants are strongly encouraged to seek input from
KHC s Multifamily Programs staff regarding any situation not explicitly addressed in the Guidelines or
QAP prior to submitting an application. However, while KHC staff may provide general guidance and
leedback 10 applicants as a courtesy dunng the application process, this guidance should never be laken
as legal advice or ralied upon as a dispositive decision from KHC. Applicants remain solely responsibla
for the contents of their applications, and all applications and accompanying decumeants will be held to the
standards set forth in KHC's QAP and Guidelines.

To accurately underwrite a project, KHC must determing that proposed cosls are reasonable based on an
examination of all building construction hard costs, soft costs, and land costs identfied in the underwriting
model, regardless of how or by whom the costs are proposed to be paid, KHC may require additional
explanation, documentation or information pertaining to any portion of the application andior undenwniting
model even il the Guidelines and/or QAP do nol specifically reqguire such informaltion, explanation, or
documeants. All information submitted pursuant to the QAR and Guidelines must be satisfactory to KHC. If
KHC requests additional infarmation from an applicant, such infermation must be prompily submitted
within the appropriate timeline(s)

If appropriate for the project, KHC will redirect applicants away from the 5% LIHTC round and ino the
Tax-Exempt Bond financing + 4% Housing Credits route (TEB roufe) which may be accompanied with
KHC dednt financing sources, If a project is redirected to the TEB route, it will not continue through the 9%
reniew and SConng process,

KHC s decision to allocate LIHTCs andfor other resources fo a projact in no way warranfs or reprasents to
any sponsor, investar, lender, or other person or entity that a project is viable. KHC makes no
representations to the owner or anyone else regarding adherence 1o the Code, Treasury Regulations, or
any ather laws or regulations governing the LIHTS program. Mo member, officer, agent, or employee of
Kentucky Housing Corporation shall be held personally liable conceming any matters arising out of, or in
relation to, the allocation of LIHTCs or other KHC resources.



Information Sharing

KHC may share all project-related information, including the application, attachments, technical
submission decuments, and other pertinent materials with other participating funders throughait the life of
the projact. KHC will not share personally identifiable information unless specifically authorized by tha
applicant. KHC is a state agency subject to the Open Records Act (KRS 61870 to KRS 61.884). As such,
records maintained by KHC are subject to the Open Records Act and KHC must comply with lawful
requests to inspect public records.

Application Materials

The underwriting model and other KHC-provided forms required to complete the application are located
an KHG s website, wew kyhousing org. It is the applicant's responsibllity to identify and utilize the
most current versions on KHC's website of all KHC-provided forms, which are marked with an
asterisk®, necessary to submit a complete application.

Environmental Review
Applicants for HOME, NHTF, andior Risk-Sharing funds must contract with a KHC-approved person of

firm to parfarm thae required anvironmeantal review. A list of approved environmantal review preparars is an
KHC s website,

Onee the funding application has been submitted to KHC, applicants cannot proceed with the
purchase of the property, start any part of the construction, or disturb the soil in any way until the
environmental review is complete and an environmental clearance letter has been issued.

Applicants will be required to provide to KHC and the selected environmental contractor certain
decuments related lo the envirgnmental review, which are cutlined in Chapter 5 Technical Submission
Slage. The environmental contraclor will use these documents lo determina a projact's impact on tha
amvironmeant,

All questions regarding environmental reviews for KHC-assisted projects should be sent to

anvironmantalreviews@kyhousing org. More information regarding environmental review requiremants
can be found in KHC's Multifamily Guidance on Environmeantal Review Records (ERR) in the HUD

Environmental Review Online System (HERDS) or on HUD's website,

Eligible Project Types

Multifamily permanent housing projects of any size are aligible o apply for one or more sources of KHC
financing available through the funding process, The following are examples of eligible project types:

= Family Housimg

#« Elderly Housing

#« Special Meeds Housing

& Permanent Supportive Housing

Applicants proposing to serve special needs populations must submit a supportive housing service plan,
along with letters of service commitment from service providers and letters of referral commbitment from
agencies making referrals Lo the project. For all projects, if the provision of services is a component of the
program design, tenant participation in those sarvices cannof be a condition of residency nor grounds for
denial to lease or eviction from the project. On a case-by-case basis, KHC may consider transitional (non-
permanant) housing applications utilizing non-Housing Credit resources,
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Applicants must disclosea to KHC if a proposed project is parl of a planned multi-phase devalopmant. At
its discration, KHC may choose to reguire the multi-phase development to apply for Tax-Exempt Bonds
and 4% Housing Credits based upon its assessment of the size and scope of the total development.

Funding Sources Available

The following funding sources are available for the 2025 9% competitive funding round. Refer to the QAP
for Housing Credit set-asides. A brief description of the funding programs administered by KHL is located
in Chapter 14; Program Descripiions.

PROJECTED FUNDING AVAILABILITY

Funding Source d P""’“"H_':;‘:;:'ﬂ Cradit
HOME Investment Partnerships (HOME) §1,000.000
Affardable Housing Trust Fund (AHTF) §1,000.000
Matienal Housing Trust Fund (NHTF) §1,000.000
Rizk-Sharing Amount Based on Demand

*HHC reserves the right to reallocate funds (n order fo fund the maximum number of projects possible.
Additional funding may be offered to Tax-Exempt Bond project applications if funds are available.

Funding Request Limitations

Projects requesting 8 percent Housing Credils are limited to a combined amount of HOME andfor AHTF
in an amount equal to the lesser of 50,000 per unit or $750,000 par project, of which no mare than
F300,000 may be requested from AHTF, There is currently no per-preject limit on NHTF funds; however,
funding may be limited subject to avallability. For tax-exempt bond projects, KHC reserves the right to
issue bonds in any amount above the required 50 percent lest as laxable bonds.

MNon-Housing Credit projecis are limited to 8 HOME request equal to the lesser of 85% of the applicable
HOME maximum subsidy limit or $1,000,000 tofal. The maximum request for AHTF funds i $300,000 par
praject, whelher used with ather KHC resources oF a8 the sole source of KHC funds,

Maximum Credit Cap Requirements

All users are restricted to a maximum of $1,500,000 in annual Housing Credit based on thelr invalvement
in projects as the applicant'developer, general partner, guarantor, of any other party recedving 25 percent
ar mare of the developer fes as evidenced in the application, developer/'consultant cerifications and final
cost certifications.

“Users,” to which the credit cap applies, are general partners, parent organizations of general partner
anliies, affiliates of the general parner, of managing members of entiies to which Housing Credils have
bean awardad. “Affiliate” is any antity that directly or indirectly controls anoiher entity or has a controlling
interest in the entity.

“Controlling Interest” is defined as the possession — direct or indiree! — of the power 1o direct, or cause
the direction of, the management and policias of an entity, whether through the means of ownership,
position, contract, or otherwise. In addition, “controlling” means the possession — direct or indirect — of
the power to dirsct, or cause the direction of, the management and policies of an entity, whether through
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the means of ownership, position, confract, or otherwise. Thesa definiions do not include the ralationship
af syndicator or limited partner.

= Organizations acting as users, general pariners, or developers ara limited to a maximum of
$1,500,000 in annual Housing Credits based on the determination made by KHC in the capacity
of Development Team review,

Anorganization,” o which this cap applies, Is defined as the actual entity indicated in the application
and any parent crganization or affiliate of such entity (see the preceding paragraph for definitions of
affiliate and other applicable tarms). This rastriction incledes any applications in which such organization
is indicated as a general partner ar developer. If a developer enters any additional projects after
reservation agreements are issued, these will count against their cap for the following year. Full
disclosure of relationships between all Development Team members must be included in the application.

Al the time of reservation and allocation, each general partner and developer must execute a cerification
that their partcipation in Housing Credit projects is imited to the maximum credit cap amounts. If an
entity does not fully disclose all participation, then such entity may be suspended from
participating in the Housing Credit program for one year from the date of discovery by KHC, as
noted in KHC's suspension and debarment policy.

KHC reserves the right to determine fo which entities the maximum credit cap may apply. Any such
determinations shall apply only o the applications received in the current funding round and shall nat be
bound or limited by any detarminations made by KHC for any previous year. Thae annual credit amount for
each project will be applied to each general partner, developer, guarantor, or consultant (earning 25
percent of the developer fee or mare) regardless of ownership interest, Thus, a 51 percent general
partner will have the entire project credit amount applied toward its cap, rather than 51 percaent of the
credit amount. However, Tax-Exempt Bond projects are not restricted to this cap.

Project Funding Stages

All applications for resources administered by the KHC Multifamily Programs department will proceed In
the stages described below. These stages, alang with documantation requirements, ane discussad in
greater datail throughout this manual. It is important to note that each stage will not be considered
complete until all required documents are uploaded into the UFA syatem. Incomplete submissions will not
be accepted and the applicant may be asked to recall any submissions that are deemed to be incomplete

1. Initial ContactiTechnical Assistance

Development Team Capacity Application Stage
Application Submission and Scoring Review Stage

Technical mi li]
Pre-Construction/Pre-Closing Stage
Closing and Construction Stage

Construction Completion/Placed-In-Service Stage

A A

Land Use Restriction Agreement and 8609 Staoe
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Initial ContactTechnical Assistance [TA)

Eligible applicants must have developed, completed, and operated a multifamily project within the last
three years that is now in the affordability stage with KHC's compliance department. The project for
which the applicant ks applying must be of similar size and scope and utllizing simikar funding sources
as the previoush-awarded projectis). However, if the applicant/developerico-developer does not meet
this qualification, then the applicant'developer/co-developer must request application technical
assistance (TA). Applicants must have completed a technical assistance meeting before
regquesting access to the Universal Funding Application (UFA) system to submit a capacity
application. If mare than three years has elapsed since its last KHC-funded multifamily project, the
apphcanldaveloper/co-developear is slrongly encouraged to allend a TA maating. KHC may raguire a
TA meeting prior to application submission for any entity regardless of past experience. Developers
new to KHC who are resubmitting an unsuccessful application from a previous funding round must
contact KHC to determine if a Th meeting Is required.

A reprasentative of the development entity, as well as tha parson on the development team wha is
regponsible for the preparation and submission of the application and consultant {if applicable) must
attend the TA meeting. Because KHC's design and constrection requirements will be discussed at the
meeling. it i highly recommeanded thal the archilect also altends.

Additionally, KHC will require development entities new to KHC fo attend a subseguent TA meeting at
80% project completion to review the project close out process and required documents, At its
discretion, KHC may reguire the project ccm:latlm TA maﬂng 'l."fHT!l' developer it deems necessary,
To schedule a TA meeting, a completed Tec h gquest Form must be submitied to
multifamily@Ekyhousing.org no less than 30 days prinr In Ih.a appllr.ﬂ:la capacily application

submission deadline and all TA meetings must occur no less than 14 days prior to the capacity
application submission deadline. NOTE: Requesting or attending fechnical assistance training
dogs not guarantee the project wil be awarded fumds.

Development Team Capacity Application Stage

KHC will conduct a review of the experience and capacity of development team members prior to
making the UFA system available. The result of the development team capacify review will determing
whether an organization may participate in the upcoming program year andior if any scoring Issues
may ba presanl. Parlies parlicspating in the project musl resolve oulstanding fees or olther payments
due to KHC prior to KHC issuing a capacity approval. Entities new o KHC must first attend a
technical assistance meeting with KHC a5 noted above before requesting access to the UFA system
o submit a capacity application. KHC may require the applicant to engage a consultant or co-
devalopar with recant experance in KHC-assisted mullifamily prajects similar to the proposed project

In making its determination of the capacity of the development team, KHC will consider all issues
relevant to the development team member's ability to successfully develop or manage the project or
to propery expend KHC resources. Final capacity approval Is at the sole discretion of KHC and
such determination shall be final. Receipt of capacity approval does not guarantee a project
will be awarded funds.

KHC may solicit feedback from other states where the applicant or other membars of the
development team developed or managed projects, as well as confirming throwgh the System fior
Award Management webslte at www sam,goy that no member of the development team has been
debarred or suspended from doing business with the federal government.

KHC may limit the number of projects a developmeant entity has open at any one tima based upon its
assessment of their performance and progress on projects currently in the developer’s pipeling.
1



Application Submission and Scoring Review Stage

KHC will score competitive applications in accordance with the applicable scoring warkbook based on
the information contained within the application and attachments, including the underwriting model
Refer to Chapter 3: Application Process, Review, and Requirements for maore infermation.

KHC staff are available to answer application-relaled guestions up to 7 days prior to the application
submission deadling; however, KHC will not provide an advance raview of any portion of the
application or required attachments for the purpose of making a determination of acceptability or
accuracy. After the T-day window has passed, KHC will only accept guestions redated to any technical
issUes apphcants may expenence with the UFA system. All questions must be emailed to
mulifarnibyE@ky housing.org.

Technical Submission Stage

Once an applicant receives a preliminary approval letter from KHC, the project will then enter the
fechnical submission stage and additional evidentlary documentation must be submitted, The
required documents ane grouped into calegories which may be uploaded independent of each ather.

Pre-Construction and Pre-Closing Stage

When the technical submission stage is complete, all documents have beaen approved, and final
underwriting is complete, the project is ready to proceed to the pre-construction and pre-closing
stages. There are two separate checklists of ltems that must be recelved and approved prior to the
loanfequity closing and starl of construction: the ilems on these two checklists may be uploaded
independant of each other. A pre-construction conference will ba required to discuss the inspection
and draw reqguest process, The developer must include their assigned KHC project specialist when
regularly-scheduled closing calls begin to occur between the owner, equity investor, and other project
partners so that KHC can stay abreast of the project status as it moves toward the closing date.

Closing and Construction Stage

Once the project has had its applicable loan and equity closings and all required pre-construction and
pre-chosing items have been submitted and approved, the projact will be fransferred from the project
specialist to KHC's post-closing staff, During the closing and construction stage, all executed clasing
decuments will be submitted 1o and reviewed by KHC's Legal Depariment for accuracy and
completenass. Post-closing staff will oversee the project throughout the construction phase, monitor
canstruction inspactions, and process draw requasts for KHC funds.

Construction Completion/Placed-In-Service Stage

Upon completion of the project’'s constrection or rehabilitation and issuance of the cerificate(s) af
occupancy, the praject will be In the consiruction completion'placed-in-service stage. Al that time,
additional documents musl be submitled o KHC and a final inspaction will be conducted. Upan
KHC's approval of the documeants reguired on the construction completion/placed-in-service checklist,
as wedl as the final ingpection and resclution of any punch list items, the final 10 percent retainage of
KHC funds may be reguested, The construction completion/placed-in-service stage must be
submitbed in full no later than 2 months from the dale of KHC's final inspection (100% completion).

Land Use Restriction Agreement and BE0D Stage

Onece the construction of 8 Housing Credit project has been completed and all the Construction
Completion/Placed-In-Service documentation has been received and approved, Housing Credit
prajects may request the Land Use Restriction Agreement (LURA) - or extended use agreement -
and the IRS Formi{s) BE0S for the project. The LURA and 8809 documeantation must be submittad to
KHC no later than 4 months from submission of the project completion/placed-in-service stage.
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Administrative Waivers

Applicants seeking a waiver to any KHC policy or requirement must submit a waiver request and pay a
fee, adhering to the following policies:

1.

i

A separale waiver must be submilted for each KHC pelicy of requirement far which a waiver is
being requesied — two or more waivers may not be combined into a single waiver request form,

The waiver request must be submitted by the projact owner or developer.

The waiver fee is due at the time the waiver is requested; no waiver will be considered
urtil the waiver fee has been received by KHC.

‘Waivers requested prior fo application submission must utilize the Pre-Application Waiver
Reguest Farm and must be submitted no less than seven (7) days prior o the application
submission deadling to receive consideration.

a. Fees for any pre-application walver requests must be pakd when the walver 15 submitled.
b, Any pre-application waiver submitted without payment of the fee will be rejected.
Any waivers requested after application submission must be submitied via the UFA system,

Waiver requests must contain detailed justification of the need for the waiver, along with
appropriate supporting documentation; otherwise, the walver will be denlbed,

Waiver feas will not be reduced, forgiven, or refunded under any circumstance.

Multiple waiver requests for the same project or by the same developer for multiple projects may

be considered a capacity violation and affect scoring in current and/or future funding rounds.
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CHAPTER 1: Project Timeline and Fees

All projects are held to tha timeline ouflined below. All times noted are Eastern time zone. If the timeline
dates are not met, the applicant will incur penalties or lose the funding associated with the project

Project Timeline

Development Team Capacity Application

Each mamber of the developmeant feam must submit a separata Development Team Capacity Application
in the same calendar year as the funding application but not less than 60 days prior to the funding
application submission deadline, Previouslyv-approved development team members are not required to
complete the Development Team Capacity Application during the applicable approval period.

Application Submission

The dates for the Universal Funding Application (UFA) for 9% Housing Credil applicabons are as follows:
+« Opens: Wednesday, May 15, 2024
+ Closes: Thursday, August 15, 2024, 12 noon, ET (submission deadlineg)

Responses to a Motification of Funding Availability (NOFA) will be due as specified in the NOFA.

Technical Submission

Technical submission items are due 120 days from the date of the preliminary approval letier — the actual
date will be noted in the preliminary approval letter, Firm commitments as noted in Chapter §: Technical
Submission, must be submitied by the technical submission deadline given in the preliminary approval
letter, Ma extensions will be granted for submissicn of firm commitments.

Carryover Submission

Carryovar documentation for Housing Cradit projects musl ba submilled no later than the Thursday
before Thanksgiving each year. Late submissions will incur a one-fime fee of §1,000.

Project Closing

Beginning with applications submitied after March 15, 2024, applicants will have 18 months from the
date of KHC's preliminary approval letter to close with their equity investor, bond purchaser,
permanenticonstruction lenders, and on all KHC loans associated with the project. If the project does not
close by this dale, KHC's award lo the project shall expire and be null and void and of no further forca
and effect. No closing extensions or requests to exchange credits will be considered.

Project Fees

All fees outlined below are non-refundable, whether in whole or in part. All fes paymaents must be
submitted electronically via the UFA system. For feas that represent a percentage of the Housing Credit
allocation, the fee amount should be rounded to the nearest whole dollar, When paying fees onling, be
sure to select the corect fee type (pre-application waiver fee, application fee, market study review fee,
initial inspection fee, reservaton fee, ele.). Applicants may not pre-pay fees prior to application
submission. KHC reserves the right to alter its fee structure at any time, at KHC's sole discretion.
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Development Team Capacity Application Fee

The developmeant team capacily applicaton fee must be submitted Tor each antity on the development
team for which approval is being requested (developer, co-devalopar, managameant company,
cansultant), Each member must complete a separate development team capacity application and pay the
applicable fee as outlined below:

+ 5500 per each nonprofit entity
+« 51,250 per each for-profit entity

Application Fee
The following application fees are charged for each project submitied.,
= §3,000 for nonprofit applicants (Housing Credit only)
« 54,000 for all for-profit applicants (Housing Credit cnly)
« 54,000 per property for Tax-Exempt Bond projects.
o Portfolio transactions must pay an application fee for each property, plus a $1,000
portfolio application fee for the top-tier {"parent”) project.
«  §500 for non-credit project submissions from nonprofit developers

+  §750 for non-credit project submissions from for-praofit developers

Initial Inspection Fee

Projects proposing the rehabilitation of existing rental housing, whether in the New Supgply or the Existing
Supply set asides, must pay an intial inspection fee of 3400 per property for non-credit projects, and
$1,250 per property for Housing Credit projects. KHC will conduct an initial inspection of the property o
determina if the level of rehabilitation proposed is required or sufficient to keep the property viable.

Market Analysis Review Fae

A market analysis raview fee of §1,200 must accompany each Housing Credit application. Portfolio
transactions will require a separate market study and market analysis review fee for each property.

Housing Credit Reservation Fee

A reservation fes of 10 percent of the amount of Housing Credit reserved for a project is due to KHC
within two weeks from the date of the preliminary award letter. Fallure 1o pay the reservation fee within
1his time framea will result in the Housing Credit award baing recaplurad: No extensions will be granted
for the reservation fee.

SMAL Origination Fee
An arigination fee of 1 percent of the mortgage amaount is due at the loan closing,

Technical Submission Extension Fee

Projects may request a maximum of three, 30-day extensions. The first extension fee is §2,000, the
second extension fee is 84,000, and the third extension fee is $6,000. There is ne fee for projects only
recaiving HOME funding (no other KHC resources). Extension fees must be paid prior 1o the expiration of
the deadline. All requested extensions may be considered in the Capacity/Performance Scorecard
for future funding applications to KHC.
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Subsidy Layering Review Fee

KHC will charge a $5,000 fee to perform the required subsidy layering review on behall of a public
housing authority. Thea fae will be due at the time the subsidy layering review request is made.

Failure to Meet Deadline Fee

Any project that fails to meet a KHC deadline without requesting an available extension (as applicable)
jpriar to the expiration of the deadline will incur a $5,000 penalty fee, in addition to the extension fee,

Unauthorized Early Closing Fee

Any project that proceeds with the cloging of any property acquisition, loan, and/or equity prior to KHC
issuing its final underwriting approval and issuance of the final credit reservation letler (If applicable) must
pay an Unauthorized Early Closing Fee of $7.500 in addition to any other fees applicable to and
associated with such closing. The ownerdeveloper will be subject to a capacity score reduction for futura
funding rounds if the early closing was not authorized by KHC via a waiver request.

On a casa-by-case basis, KHC may, at its sole discretion, consider allowing an applicant to close on
property acquisition only prior to final underariting approval with written notification to KHC and
compelling justification that it is in the best interest of the project fo allow the eary acquisition of the
property. If federal funds are involved, the site must have environmental clearance prior o acquisition,

Early Start Fee

Any project that requests and recelves approval from KHC to begin construction activities prior to
recaiving a Motice 1o Procsed from KHC must pay an Early Start Fee of $5,000. Refer to KHC's Early
Start of Construction policy.

Unauthorized Early Start Fee

Any project that begins construction activities of any type prior fo receiving a Motice to Proceed ar a
signed Early Start authorization from KHC must pay an Unauthorized Early Start Fee of 310,000
Unauthorized early starts of construction will also result in a capacity vickation for future funding rounds.

Construction Inspection Fee

KHC will charge a one-time 1.75% construction inspection fee for all Housing Credit projects. The fee will
be basad on the credit allocation amount awarded o a project. This fea is due and payable befora the
start of any construction activities and must be incorporated into the project budget.

Re-inspection Fea
KHC will charge a re-inspection fee of $500 under the following circumstancas:

# LUinits for which a KHC Construction Specialist must perform more than one final inspection dus to
the project not being 100% complete,

«  Failure to have waork ready for inspection at the scheduled site visit appaintment time.
#= Failura to have a Development Team representative on the project site during the inspecton.

# Unsuccessful attempis due to the Development Team not coordinating the inspection with
tenanis, or other involved parties, which renders the unit inaccessible for inspection.

#« A hazard exists at the project site which endangers the welfare of the KHC Construction
Specialist. Examples; bed bug infestation, poisonous snake infestation, unconirolled animals, et
16



KHC will not charge a re-inspection fea if the owner pravides the KHC construction analyst a minimum

4 8-hour written cancellation or reschedule notice, or for follow up inspections to verify correction of
deficiencies abserved during any previous interim inspection. All re-inspection fees must be paid prior to
KHGC approving future draw requests or issuance of the IRS Formis) 86049,

Administrative Waiver Fee

KHC will charge a 5500 fee for gach walver requested o any policy or reguirement contained in the QAP
ar tha Multifamily Guidelines. If the applicant fails to pay the waivaer fee al tha time of submission or does
not follow the prescribed waiver process, the fee increasas to $1,000. Please note that all waiver
reguests will incur a minimum $500 administrative fee, even If the applicant is requesting
forgiveness of a specific fee (i.e., extension fees or other penalty fees).

Changes to Project Design Fee

Owniers must nolify KHC in writing In advance of making changes to the praject design (e.g., site plan or
location, pledged amenities, revisions o scope of work or malerials, number of affordable units, efc.).
KHC will charge $500 for each change request. There will ba na fee for non-Housing Credit projects;
howewver, KHC still requires written notification of such changes.

Based on the extent and substance of the proposed changes, KHC may, at its sole discretion,
require the owner to withdraw the application and resubmit in a future funding round. In such cass,
any fees previously paid will not be refunded or credited toward the subsaguent application,

Carryover Extension Fee

Dwners who do not submit the required carryover documentation by the deadline as outlined in the
Housing Credit Carryover section must pay a one-time fee of $1,000.

Late Submission of Construction Completion/Placed-in-Service Stage

Owners who do not submit the construction completion/placed-in-service stage within 2 menths of the
date of KHC's final inspection must pay a $1,000 fee for each month beyond the due date. Addibonally,
KHC may isswe a capacity deduction in current or future funding rounds.

Late Submission of 8609 Application Fea

Owners who do not submit the 8609 application and all required attachments within 4 months of
submission of the project completion/placed-in-service stage must pay a 31,000 fee for each month
beyord the due date. Additionally, KHC may issue a capacity deduction in currant or future funding
rownds.

Reissuance of 8609 Fee

For each instance of correcting and raissuing an IRS form 8609, owners must pay $1.000 for each form
that musts be comected (unless made necessary due to KHC emrar), The S8603s) will not be reissued until
the fee is paid.

Compliance Annual Report/Monitoring Fee

KHC will charge an annual compliance monitoring fee, which must be submitted with the compliance
monitoring annual report. The annual fee for projects to be examined by KHC is determined by KHC's
Compliance Departmeant and the fes schedule is an KHC's Assat Management web page. A late filing feea
will be assessed as specified in the fee schedule, Compliance monitoring fees are subject to periodic
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adjusimeant and will apply to all projects paricipating in the Housing Cradit program. KHC may implement
a compliance manitoring fee on other KHC-financed projects as program regulations allow.

Tax-Exempt Bond Fees

I addition fo the fees outlined above, Tax-Exempt Bond projects are alse subject to the following fees:

-

Portfalio Application Fee: $1,000 per project (regardless of number of properties in the project).

Credit Allocation Fee: 10% of the requested 4% credit allocation. Ownars will pay additional fees
if the amownt of 4% Housing Credit increases prior to isswance of Form{s] 8608, The credit
allocation fee is due at closing of the partnership.

Issuer Fees: Fee shall be based on the Initial inducement ameunt at $3,500%1,000 of bond
principal amount for all bond Issues rated “A° or betler (private placement or publicly offered) and
$6.00:/31,000 of bond principal amount for unrated private placement of bonds. Half of the initial
issuer's fea is due within two weeks of inducement resolution, with tha remaining balance dus at
the bond closing. Mo extensions will be granted for the issuer fees.

Annual |ssuer Fees: $1.25/81.000 face value of the original bond issuance amount or an eighth
peint (covers annual compliance and financial reviews), The first year's Annual Issuer Fee based
on the full bond amount Is due and payable at the bond closing with annual payments thereafter
as long as bonds are outstanding. The owner andlor bond trustee must provide to KHC annually,
an the anniversary of the placed-in-service date, an amortization statement of the outstanding
bond amaount 50 that KHC may accurately invoice the annual issuer's fee.

Issuer's Counsel: 30.75 per 1,000 of principal amount of bonds, with & minimwm of 515,000 and
a maximum of 325,000 (one-time fee paid at closing),

KHC Administrative Fee: 55,000 one-time fee, The administrative fee is due at closing; however,
in the: event the: project fails to close, this fee will remain due.

Updated Resolution Fee: If & project must be reinduced or have the final board resolution
extended, a fee of $2,500 for the first updated resolution and 35,000 for each subseguent update
will b charged.

Inducemeant Agreameant Extension Fea: 51,000 fee per extension. If approved, the Inducement
Agreemeant may be extended undil the date specified on the timaline submitted by the project
awner, or such date as determined reasonable by KHC.

Tax-Exempt bond projecis that are not able to meet the applicable closing deadline, but wish to
reauthorize the bond cap reservation, must pay a 53,500 reauthorization fee per property.
Projects that are approved for a reauthorization of bond cap must close within 30 days of the
reauthorization. In addition, the applicable closing extension fee must be paid.

Risk-Sharing Fees

An application fee of $3,500 for each Risk-Sharing project is due within twe weeks from the date of the
preliminary approval of funding, along with the 10% Housing Credit reservation fee. This fee is in addition
1o the standard application fees outlined above. At the time of loan closing, the following fees are due:

Commitment fee of 3 percent of the loan amaount.

Upfront morigage insurance premium (MIF] equal io 0.5 percent of the loan amaount will be due at
the closing of the permanent morigage, There is also @ monthly MIP of 0,5 percent.

Cloging fee of $5,000. The fitle policy cast is not included in the closing fee.
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+  Custodian fee of 37,500, which includes the first year annual fee of $2,250, acceptance fee of
$3,250, and outside counsel opinion fee of $2.000.

+«  Morlgage reserve deposit egual to the first twa (2] full loan payments.
+  Interest reserve subaccount deposit equal 1o the first full month's intenest payment based on
KHC's current inlerest rate.
Recovery Kentucky Fees

Racovary Kenfucky projects will be charged an annual project ovarsight administrative fee by KHC.

¢ The annual fea is $14,000 for projects with KHC-administered vouchers
+«  The annual fee is $7,500 for projects with non-KHG administered vouchers

Modifications to Legal Documents

If medifications are necessany 10 a propect’'s KHC legal documents at ary tme aller lean and/or eguily
closing and for any reason ather than an emor by KHC, tha following fee structure will apply:

# First modification accurrancea: $1,000 fee per documant
¢ Second modification occurrence: $2,000 fee per documant
* Al subsaguent modifications: 4,000 lee per document, each occurmance

Far projects anly receiving HOME funding (no other KHC resourcas), no modification fees will be charged

due to HOME regulations; however, modifications to KHC legal documents may be considered in future
capacity sconing on all projects,
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CHAPTER 2: Development Team Capacity Application

KHC conducts a capacily review on all developmant l2am members (developer, co-developar, consultant,
and managameant company) prior to the submission of a funding application.

= Each development team member must complete a separate Developmeant Team Capacity
Apphcation.
+  Only the enfity seeking capacity approval may submii the capacity application; it cannot be
submitted by ancther entity on behalf of the applicant
= Approved development team members will receive an approval certification which will be valid for
ane to four years, at KHC's discretion
+ Any staffing changes to approved development team members, including officers, management,
or key staff members with whom KHC has direct contact, must be disclosed in writing to KHC at
tha time the change ocours.
At KHC's discretion, the capacity approval may be modified or rescinded basad upon its
assessment of the significance of the changs(s),
+ |f at any time & development team member changes, KHC must be notified in advance and a
copy of the new entity's capacity approval letter provided
o I the entity does not have a capacity approval letter, they must submit a capacity
application and oblain approval prioe 1o assuming a robe in the KHC-funded project.

+ Final capacity approval is at the sole discretion of KHC and such determination shall be
final. Receipt of capacity approval does not guarantee a project will be awarded funds.

Development Team Capacity Application Timeframe

The capacity application is not tied to a specific funding application; however, the capacity application
musi be completed in the same calendar year as the funding application.

Development team members with a previously-approved capacity certification are not required to
complele the capacity application; however, a copy of the approval cerlification lor each member musl be
uploaded within the UFA.

Any devalopment team member wha has not recaived a capacity approval letber must complate tha
capacity application and submit it to KHC no later than 60 days prior to the funding application
submission due date

KHC may require a capacity review of any development team member at any time.

Eligible Applicants
Elgible applcants must have either:

+ Developed, completed, and cperated a multifamily project within the last three years that s now
in the affordability stage with KHC s compliance depariment. The project for which the applicant is
applying must be of similar size and scope and utilizing similar funding sources as the preavioushy-
awarded project{s).

= Attended a KHC technical assistance meeting.
KHC may require the applicant o engage a consultant or co-developer with recent experience in KHC-

assisied multifamily projects similar to the proposed project.
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Applicants for tax-axempt bonds must angage an attorney or altorneys to serve as bond counsal who has
axperience with and a comprehensive understanding of multifamily tax-exempt bond fransactions.

KHG limits new applicant'developers or applicant’developers new 1o Kentucky to one funded project for
e current funding cyele. Unless olherwise approved by KHC, new applicant/developers will be limited to
ane outstanding award until the initial awarded project has achieved 100 percent construction completion
and IRS Form(s) 8609 have been issued before a subsequent application may be submitted, Applicant!
developers who have previously construcied and placed in service a KHC multifamily project with
Housing Credits within the past three years are restricled only by the Housing Credit cap.
Suspended/Debarred Parties

Any parties suspended or debarred pursuant to KHG's suspension and debarment policy shall be
ineligible to participate in any project that receives KHC resources. |f an entity is detarminad to be
ineligible to participate in a KHC-assisted project, any related-party entity will also be insligible,
Organizational and Credit Review Documents

All development team members must submit the following documentation based on its erganizational
struciure. Credit review documents are not required for members acting salely In the role of congultant.
For mawly-fermed entities, documentation far the principals of thal entity musl be submitled,

Corporation:
Organizational Documenis
+ Articles of Incorporation, and any amendments
+ Bylaws, and any amendments
« HKentucky Secretary of State Certificate of Existence
+ Corporation’s Tax ldentification Mumber
Credit Review Documents
= Current Financial Statements — 2 years’ Balance Sheet, Profit & Loss and Cash Flow Statements
+ Business Cradit Report Autharization
+ Most recent one-year business tax return
Wonprofit Corporation:
Organizational Documenis
+ Arlicles of Incorporation, and any amendments
+ Bylaws, and any amendmenis
+ Kentucky Secretary of State Certificate of Existence
+ |R3 501(c)3) status letier (must be the final status determination letter, If one has been isswed)
s A current listing of the Board of Directors and their current cocupations.
Credit Review Documents
« Current financial statements = 2 years' Balance Sheet, Profit & Loss and Cash Flow Statements
+ Business Credit Report Authorization
+ Most recent IRS Form 990
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Limited Liability Company:
Organizational Documents

Operating Agreement, and any amendments

Articles of Organization, and any amendments

Manager Managed or Member Managed (indicate where in Articles ar attach)
Kentucky Secretary of State Cerlificate of Existence

LLC's Tax Identification Mumber

Credit Rewiew Documents

Current Financial Statemenis — 2 years’ Balance Sheet, Profit'Loss & Cash Flow Statements
Business Credit Report Authorization
Muost recent one-year business fax raturn

Mote: A new LLC will require individual members’ financial reports and credit reports

Government Entity:
Organizational Documents

Resolution from Appointing Authority

Bylaws, and any amendments

Credit Review Documents

Current financial stalements — 2 years' Balance Sheet, Profit & Loss and Cash Flow Stalements

Partnership:
Organizational Documents

Partnership Agreement (General andfor Limited) and any amendments (need Certificate of
Limited Partnership for LPs)

Kentucky Secretary of State Ceriificate of Existence

Partnership's Tax identification Number

Credit Review Documents

Current credil report(s) for general pariner(s) reflecling recent ransacbons

Current financial statements (2 vears' Balance Sheet, Profit & Loss and Cash Flow Statements)
Business Credit Report Autharization

Personal Credit Report Autharization

Nete: & new Partnership will require individual partners’ financials and credit reports

Foreign Entity:

I addition to the above, all foreign entities must provide copies of their qualification to do business in the
Commonwealth of Kentucky.
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Full Disclosure

Apphicants must complete and submit KHC's Full Disclosure Form for all entities and individuals in the
Davelopment Team organizational structure. Following are tha required disclosures:

1.

A statement concerning all cniminal convictions, indictments, and pending criminal investigations
of all members of the development team, including dates and details of each circumstance,
urless othenwise prohibited by court order, statute or regulation. KHC may perform a full criminal,
employment, and credil investigation of all development leam participants to verify credit and
criminal history.

Any relationship between individuals or enlities participating in a project that could consfitute a
conflict of interest or identity of interest between the parties, or cause the entities o exceed
EHC's funding limits.

Complete organizational charts must be submitted for the owner and developer entity that clearly
show all principals down to individuals involved in the ownership and development of the project.
Mo change o the project owner/developer structure can be made without the express consent of
KHC.

All davelopment fee sharing arrangements. KHC considers all individuals or entities that recaive
a porfion of the development fee to be part of the development structure.

All guarantor agreemants. KHC may determine that a guarantor is actually a real party in interest
o elther the General Partner anddor Developer entities.

All consulting agreements, whelher direct or indirect, paid or unpaid. KHC will determine il a
consultant is a real party in interast to either the general partner and/or daveloper entities.

All pending litigation that could result in suspension or debarment as defined in KHC's palicy.

Significant non-performance in a govemment housing program {including Fannie Mae, Freddie
Mac, and Federal Home Loan Bank programs).

Any development team mamber that has an adverse credit history including but not limiled o a
default in the payment of any commercial or personal loan.

Development Team Capacity Application Attachments

The following items must be upkoaded with the anline application far KHC to complete the capacity and
credit review., If the development team member is a newly-formed entity, documentation for the principals
of e entity must be submitted. Mote: all financial documents sheuld be uploaded Lo the Document
Rapaository within thae UFA and marked as “private” prior to being uploaded into the application {refer o
the FAC in the UFA for detailed instructions), Only members of KHC's leadership team have access to
any documents marked as “private” in the application — KHC staff does not have access,

1.

Capacity Application Fee

Evidence of electronic payment of the capacity application fee for each entity on the development
team for which approval is being requested (developer, co-developer, managemeant company,
consultant) must be submitted. Each member must complete a separate capacity application and
pay the applicable fee as cutlined in Chaples 1: Project Timeline and Fees.

Technical Assistance Certification Form

Required for any applicant who has not previoushy used KHC resources 1o construct of
rahabilitate a rantal project within the last 3 years or for applicants as delermined by KHC. Refar
to the Introduction and General Information section for technical assistance requiremants.
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3

Organizational Documents

All members of the development team must submit the crganizational documents outlined above
based an thelr respective organizational strecture. Newly-formed general partner entities and
guarantors are raquired to provide this information at the preclosing stage. Nonpraofit
arganizations parficipating in the development, ownership or management of the project must
also provide a copy of their final IRS 501(c)i3) determination letter.

Credit Review Documents

All members of the development team, except membears acting solely in the role of consultant,
musi submit the credit review documents outlined above based on their respective organizational
structure. Newly-formed general partner entities and guaramtors must provide this infarmation at
the preclosing slage.

KHC will order a business credit report on development team members as applicable. The cradit
documentation is reviewed to demonstrate creditworthiness. Other than for cash pledged or
guarantees provided, the review is 1o find a track record that the proposed development team
member has a history af managing finances in an efficient manner and is an acceptable risk to
KHC o devalop and manage a project. KHC may request additional financial information as
needed. KHC may parform a subsequent credit review of the developer andior the principals of
any newly-formed general partner entities when a funding application requesting a KHC loan is
submitted. I that case, the credit review(s) must be completed prior to closing on any KHC loan.

All business financial stalements musl be compilation statements or audiled flinancial slalemants
prepared in accordance with Generally Accepled Accounting Principles (GAAP). If submitting
compilation statements, there must be a cerification contained with the statemenis certifying that
they meet the requiremenis for a compilation statement.

Spreadsheet Summary of All Projects Under Construction

Developers must submit a spreadsheet summary of all projects under construction in any state (in
any stage of completion), including their status and expected completion date.

Organizational Chart(s) and Resumés

Each member of the development team must submit a full organizational chart, staff roster, and
resumés of principal officers/members within the erganization, focusing on their affordable
housing devalopmant expananca.

Dut-of-State Experience Certification (Developers and Management Companies)*

All applicants/developers and management companies wha have nol done business with KHC in
1her last threa (3) years must submil a copy of the Housing Finance Agency (HFA) reviaw for
projects financed with HFA resources in other states, There is a separate form for developers and
management companies. KHEC may contact a state HFA direcily to obtain additicnal information,
as well as reguest additional information from a developer or management company regarding
thair activities in another state.

Full Disclosure Documentation™

KHC's Full isclosure Form, as described in this chapter, must be completed and signed by each
mamber of the development leam, accompanied by any applicable supporling documentation.
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CHAPTER 3: Application Process, Review, and Requirements

KHC offers a compelitive application for Housing Credif, AHTF, HOME, MHTF, Risk-Sharing, and SMAL
funds. KHC will fully review and score only those applications for which the self-scores and any
applicable tle-breaker criteria Indicate the projects are likely to be awarded. Applications will be
reniewed in accordance with required thresholds, capacity of the development team, project design, and
financial feasibility, as well as adherence 1o the Multifamily Guidelines. Any issues thal could delay the
project must be resolved before submitting an application.

Far Tax-Exempi bond projects, KHC will open the Universal Funding Application pericdically as bond cap
iz available. From time to ime, KHC may issue a Notice of Funding Availability (NOFA) when KHC gap
funds are available o allocale in conjuncbon with tax-axempl bonds,

It is the applicant’s responsibility to submit all required documentation to adequately support its
application. Any material deficiency in the application or omission from the mandatory submissions, not
cured pursuant herato, will result in an immediate rejection of the application. In addition, the application
must meet all aligibility requirements sat forth in the Code. KHG may reject or return any application at
any fime during the allocation procass. Applicant's failure fo: 1) provide complete andior accurate
information during the application process; i) pay compliance fees, i} adhere to project atirbutes
pledged on the original application; or, iv) resolve any outstanding issues with any other KHC programs
may Impact seoring or result in the rejection of the application and belng barred from further participation
in KHC programs. Failure to follow all reguired procedures throughout tha allocation process could
jeopardize the final allocation or result in Housing Credit or other KHC resources being recapbured.

Throughout the period beginning with the date of application submission and the date upon which
KHGC publicly announces the awarded projects, applicants must immediately notify KHC of any
material change to a project andior any issue(s) that may affect the applicant’s willingness to
proceed with such project. Failure to notify KHC in a timely manner of any such changes and/or
issues, may result in the denial of the application, a three-year reduction in capacity scoring of all
parties invelved, and/er any other penalties KHC deems appropriate.

Guarantors

KHC may requira a guaranior for projects allecated KHC resources (axcluding Housing Cradil anly
projects). The guarantor may be any entity or individual, other than the borrower (if the borrower is a
single asset entity) and genaral partner(s)'managing member of the ownarship entity, which has
adequate financial resources and capacity to accept liability for completion of the project or repayment of
all KHC rasources in the event of defaull of termination of the projecl. Guarantees to KHC must be
affactive for the life of the loan. Guarantors must submit the documentation identified in the capacity and
credit review attachment checklist in Chapter 2 at full application submission.

If the applicant is applying for funds that require a guarantee, the approprate financlal documents will be
reviawed fo confirm the ability to guarantas the lavel of funding requested. If funds are being pledge o
the project, bank statements must be provided to verify adequate funds are currently available.

Application Preparation

The application is created and submitted through KHC s anline Universal Funding Application (UFA)
systam. Step-by-step instructions for completing the application can be found in the Frequently Asked
Cuestions (FAQ) tab in the UFA. A complete application must be transmitted to KHC, KHC will send an
emall notification to the applicant once the application has been transmitted successfully
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Applicants must adhare to the following:

+ Al quastions within tha UFA that are applicable o the project type and resources requested must
be fully answered. It is not accaptable to simply reference another document or another section of
the application to obtain the answer,

= Applicants must list within their application the project ameanities that will be included in the
project. All amenities provided must be appropriate for the tenant populaticn served.

+  Applications must be submitted in the current version for the type of KHC resources requested,
#= Each application must be for an eligible project type and propose an eligible activity.

= Current versions of all application attachments must be uploaded to KHC's online system as part
of the application submittal. To ensure that the mast current versions aof KHC-provided forms are
used, applicants should always download them from KHC's website. The image guality of the
uploaded documents must be clearly legible.

+ Al application atlachmenls may nat be dated more than six (8) monihs prior 1o the application
submission deadline, unless otherwisa specified in thesa Guidelinas.

«  Any documents provided by third pariies should be submitted in their original state; handwritten
notes ar other alterations by the applicant are not acceptable. Applicants may include a
supplemental memao if additional explanation is required.

=  All applicants must request all KHC funds required for the project in one application. Previously-
funded projects cannot access additional funds, including Housing Credits, through the
compeditive application process,

+  Only one application and one undersriting model will be accepted per project. Applicants cannot
present different scenanos of a project's development budget in the same application submission.
However, Housing Credit applicants may apply in up to twe {2) poals within the same application.
An application fee is required for each pool if applying in more than one pool.

«  Applicants reguesting HOME, NHTF, andfor Risk-Sharing funds must also submit fo the Kenfucky
State Clearinghouse through the Department for Local Government's anline system at
https:ikyvdlgweb kv govieClearinghouse/16_echHome ofm. Successiul submission 1o the
Clearinghousa systam will generate a confirrmation that includes the State Applcation
Identification (SAl) number. A copy of this confirmation is a required UFA checklist atlachmant.

+ Maw construction and rehabilitation projects must meet the requirements of the latest edition of
the Kentucky Building and/or Residential Code. The developer andfor builder must comply with
local zoning, rules, regulations, ordinances, Universal Design and Minimum Design Standards as
adopted by KHC, Housing Cuality Standards (HQS) and all applicable federal rules and
regulations, including the Far Housing Act,

Uploading Documents:

Applicants must upload all required application documeantation through the UFA system by 12 noon ET
on Thursday, August 15, 2024. Any flash drive containing documents that cannot be uploaded due to
the file size being greater than 150 megabytes must be identified with the project name and developer
name. The flash drive must be received by 5 p.m. ET on Friday, August 16, 2024 ai:

Kentucky Housing Corporation
Multifamily Programs Department
1231 Loulsville Road
Frankfort, KY 40601
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Documents that will be shared among multiple funding applications (e.q., financial statements,
arganizational documents, etc.) can be stored in the Document Repaository, where they can be attached
1o any application by a team member. Refer to the FAC in the UFA for further guidancs.

+«  Naming the document files:

#  Mama the file exaclly a= il appears on the attachment list in the UFA; e.g., “Application
Fae.pdf. If you wish fo add the project name, you may add it at the end of the file nama.

+» Uploading docurment files:

¥ Each required checklist item must have a document uploaded, excapt for thosa
documents that are not apphcable to the project, which you may mark as "N/AS

F Al documents must be clearly and easily legible,

F I you upload muliple versions of the game checklist item, be sure 1o delete all af hem
axcept for tha most currant version. Ctherwise, multiple copies will upload and KHC wall
be unable to determine the maost current version.

# Developers submitting multiple applications are only required to submit one copy af their
financial information; haweves, the developer must clearly identify within each application
that the financials have besn submitted.

¥ The maximum file size for attachments s 150 megabytes. If an attachment excesds 150
megabytes, it may be provided solely on the flash drive; however, a statement must be
uploaded to the LIFA system indicating the attachment is located on the flash drive,

= Examples of allachments thal may exceed the file size limit are building plans,
specifications, PCMA, appraisals, market studies, and ASTM Phase | and/ar 1.

= Each document, including building plans, must have all pages contained in
a single file per document type and should not be broken Into smaller files
for the purpose of upleading to the UFA, For example, all pages of the plans
must be in one document, all pages of the PCNA must ba in one document, ete.

« Cover sheels are nol necessary; do nol upload cover sheets with your documents,

+«  Underwriting Model (UM} = be sure that you complete and upload the most current UM
wvarsion from KHC™s wabsite and submil in Excel formal. Do not add any formulas to tha LIM!

+  After all checklist lems have been uploaded and the application has been submilled, the user
will receive an email that the items have been successiully transmitied.

= To mitigate any potantial problems with uploading documents dus to system overload ar
ather technical issues, it is recommended that you do not wait wntil the last day to upload the
application attachments,

+ For additional assistance with the cnline application, contact KHC's Justin Long at

jlong@Ekyhousing.org or Diane Beidleman at dbeidlemani@kyhousing. org,

The online application will close at 12 noon, ET, on Thursday, August 15, 2024. Time is of tha
essence for application submission, and applicants are encouraged to not wait until the last few minutes
to upload documents or to submit their application. KHC's systems experience a high volume of activity
as the application due date and time nears, which may cause for slower submission times,

For the application to be complete, all required documentation must be provided; otherwise, the
application will fail thresheld requirements.
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Applicalion Thresholds

KHC has established the following project requirements that must be met a2 & threshald to submit an
application for funding. If any of the threshold requirements are mol met, the application will not be
reviawed or scored and will nat be aligible for furding. KHC will natify the applicant if one or more of the
thresholds are not met and the applicant will have three (3] days o appeal; however, no changes or
additions to the original submission can be made to cure threshold deficiencies.

Thresholds for All Projects (Including Tax-Exempt Bonds)

Capacity/Performance Scorecard and Capacity & Credit Review

Applicant and development beam must pass KHC's Capacity/Performance Scorecard Review and
Capacily & Credil Review processes. Development leam members wilh capacity deductions will be
inzligible to participate in any non-scored application until the expiration of the deduction(s).

Management Company Performance/Compliance

Applicants must engage a management company on the development team whao has a KHC Assat
Management risk score of “pass,” “passiwaleh,” or “special mention” {C or above) on T0% ar mare of their
proparties to support satisfactory management standards. Managameant companies that do not have a
risk management score because they are new to the state will qualify, but must have a current capacity
approval letter from KHC. Applicants must contact KHC by email at multifamibyi@kyhousing org no earller
than 60 days prior to the application deadling (o obtaln thelr risk score,

Errors and Omissions

Applications that contain six (6] or more errors and/or omissions will be disqualified from consideration,
.hppiualinm lmth five {5} m'fﬂwaraTm md.l'nr I:Il'llﬂﬂlﬂm will be granted 48 hours to remedy, subject to

Complete Application

The project must mest all application and checklist attachment requiraments in accordance with the QAP
and Multifamily Guidelines. The application must be fully completed with thorough respanses to all
questions that are applicable to the project type and KHGC resources requested. Current versions of all
reguinzd amtachments must be uploaded 1o KHC's Universal Funding Application and all attachments mist
be clearly legible. All application attachments may nat be dated more than six (8} months prior o the
application submission deadling, unless otherwise specified in these Guidelines.

Me Single-Family Homes

Single-family detached homes are not eligible. This does nat include attached townhomes, duplexes,
Triphexes, or elher attached dwellings.

Compliance with IRS Code, QAP, and Multifamily Guidelines

All applications must be consistent with IRS Code Section 42, and KHC's QAR and Multifamily
Guidelines, whether or nod the specific provision is identified elsewhers as a threshold. If a waiver to any
QAP or Guidelines provision has been secured in advance, the approved waiver must also be uploaded
with the application.

Tenant Selection Plan Public Housing Preference

Al applicants are required to provide & written commitment to notify local public housing authorities and
KHC's Housing Chotce Voucher Department of project vacancies and to give priority to households on
the waiting list of the PHA andior KHC, if there are no aligible househelds on the project's waiting list.
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Notification of Public Officials

All applicants must complete and submit the Notification of Application for Funding form with their
application materiaks, The form must identify the name and email address of the current officeholders for
the local mayer (if the project s located within city limits) or county judge executive (If the project is
located in an unincorparated area of the county), Kentucky state representative, and Kentucky state
senator of the community where the prnﬁr-twi ha lwatad Aﬂaarmahla datilbaaa ufKanhlclrr state
legislators is available on the Kenty egisla 3 :

Upon application submission, KHC will send the notice to the identified elected officials.

Fair Housing

Applicants must identify within the UFA how the project will address at least ane impediment o fair
housing as identified in KHC's Analysis of Impediments to Fair Housing (Al).

Sufficient Market and Minimal Impact on KHC Portfalic

All projects are reguired to submit a market study which conforms to KHC's Market Study Requirements.
The market study must demansirate sufficient demand for the proposed project based on lecation, projact
design, unit mix, targeted populations, proposed rents, etc.

‘When mulliple projects are awarded in one jurisdiction. KHC may require an updalte ol any of the projects’
markat studies to racognize and consider the other project(s) fundad in that jurisdiction and any impact on
the market’s need for the units proposed.

Applicants for new supply projects must provide a copy of a Google Maps printout decumenting the
proposed project’s distance, measured in radius, from the project(s) not yet placed in service, as
identifiad in the current scoring woarkbook. The market study must recognize the projects under
development located in the same county and targeting the same population{s) as the proposed project
and consider the Impact of these unlts under development on the markeiability of the proposed project.

Subsequent phases of a phased-in developrment will be permitied provided the market study recognizes
the earlier phases and tha impact of the proposad project.

Qualified Contract

By submitting an application for 9 percent andfor 4 percent Low-Income Housing Tax Credits, the
applicant walves any and all rights to a qualified contract process with respect to the project to which the
application perains.

Compliant Underwriting Model (U]

The UM, as submitted with the application, must comply with the QAP provisions (if requesting Housing
Credits) and Multifamily Guidelines. The UM must meet KHC's cash flow and debt service ratio
reguirements, the Sources and Uses musi balance with no funding gaps, and all applicable hard and saft
costs must ba itemized regardless of how the cost is paid. Tha amounts budgeted for developer fae,
general requirements, profit, and overhead must not exceed KHC s maximum limits. After its analysis,
KHC must approve the UM and all associated attachments for the project to be scored,

Firm Men-KHC Funding Commitments

Applicants must subrmit a firm commitmeant lettar from all non-KHC funding sources identified in the
KHC application and underwriting model, with the exception of deferred developer fea. All lattars must:
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« [Be specific as to the project seeking KHC funding and identify the project name;

= |dentify the amount and terms of funding. Including rate (actual and effective rate, If applicable).

= Be on the funding source’s letterhead and signed by an authorized represantative; and

+ Be dated within the 3 months preceding the KHC application submissicn date,

* In the event the commitment of funds covers multiple properties in & portfolio transaction, the
amounts and terms for each property must be delineated separately.

Othar non-KHC funds may include, but are nof limited 1o, private bank loans, developer or GP
confributions, reserve transfers, assumed debt (such as HUD or RD), Federal Home Loan Bank (FHLE),
HUD Chaice Neighborhoods, HOME or COBG funds from & local government, donations of land, cash,
materials, goods or services, waived feesftaxes, etc.

KHC may make exceptions to the firm commitmant requirement for funds proposead from FHLE, Rural
Development (RD), COBG, HOME, and other HUD loans provided a leiter of conditional commitment or
intent to fund i submitted on the funding agency’s letterhead, KHC may also make excegtions to the firm
cammitment requirement for other funds provided by local, state or federal junsdictions, if the applicant
submits evidence af an application for these funds and a wrillen guaraniee from the applicant that if the
funds ara not awarded, the applicant will contribute the amount of funds for which it applied and evidence
its fimancial ability to do so, Commitments of resources from federal, state, or local governments may
contain a contingency based on the proposed project receiving an award of Housing Credits,

Faor secured debt that is fo be assumed by the applicant, a firm commitmant letber fram the lendear,
indicating that the lender consents to the assumption of the secured debi. shall be required, If the secured
dedt to be assumed is governmentally-insured, e.g. HUD, RD, etc. and will be assumed pursuant to &
refinancing program offered by the insuring agency, decumentation frem the applicable agency that the
applicant has begun the assumplion approval process may be substituted for a firm commitment ketter,
Firmn Equity Commitment
Eguity commitments must be specific to the project seeking Housing Credits from KHC and must:
s Contain the specific terms, including:

o Credil pricing;

o Amount of annual credit anticipated;

o Total equity investment;

2 Pay-in schedule,

o Equity investor's required amounts for replacement reserve, operating deficit reserve,
and any olher reserve accounts required by the investor, and,

Amaunts of required feas and whether they are guaranteed or subject to cash flow, atc.

o In the event the equity commitment covers multiple properies in a poertfalio transaction,
each of the above items must be delineated separately for each property:

* Be anthe equity providers letterhead,
+  |dentify the project name; and.
= Be signed and dated within 3 months of the KHC application submission due date.
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Projects utilizing Federal andior State Historic Tax Cradits musi provide a letter of inlent from an investor
to purchase the credits. If the letter is for both Federal and State Historic Credits andfor Housing Credits,
the letter must identify each credit separately, along with the applicable pricing and equity
investment for each. For State Historic Tax Credits, if the owner plans 1o retain the State Historic Gredit
themsalvas, a statement musl ba provided to this affect.

Zoning
All projects must submit evidence that the project site is either:
a. Properly zoned for the type of proposed project;
b. Does not currently have the proper zoning, bul a rezoning apgplication has been submitied to the
local jurisdiction: or
¢, There is no kocal zoning for the site location,

Floodplaing, Floodways, and Wetlands

KHC will not fund projects that are in a floodway. Any time there is a site located near a floodplain,
Mocdway, or wetland, KHC should be contacted for consultation.

Far new construction, all portions of the project site(s) essential to the use of tenants {i.e. buildings,
parking lots, enfrance to the development, recreational areas, efc.) must not be in a fleodplain, If any
portion of the project site is ina floodplain, flood insurance (as described bedow) will be required on the
propary. To avoid the Nloed insurance requirement, the project sile may be divided, and a new plal or
dead reconded to removea the portion of the property in the floodplain from the project site. If your project
invalves new construction and has either a mapped wetland or potential wetlands on the projact site, you
musi contact KHC for gukdance regarding the necessary 8-step decision making process unless an
exception under 24 CFR Part 55.12 applies.

Faor rehabilitation of currently cecupied rental housing where any portson of the property is located in a
fioedplain, the propery must have federal flood insurance. |f a portion of the project that is not essential to
the tenants is located in the floodplain, then in order to avedd the flood iInsurance reguirement, the project
site may be divided, and a new plat or deed recorded to remove the portion of the property in the
floodplain from the project site. Rehabilitation of vacant structures in a floodplain is not eligible.

Flood insurance means ingurance through the Mational Flood Insurance Program (MFIF). Projects not
located in an NFIF area are ineligible. KHC requires an amount of at least the tatal KHC funds invested in
the project, if KHC is in first lien position. If KHG ks not in first lien position, then KHC requires an amount
equal to the full replacament valua of the property. KHC must be named as an insured on the palicy.

Capital Needs

All applicants for projects involving the rehabilitation or adaptive reuse of an existing structure(s) must
submit a completed copy of KHC's Capital Reserve Replacement Schedule (CRRS) from a qualilied
praparer, and must also submit a physical capital needs assassmant (PCNA), which must incorporate or
be consistent with the CRRS. Qualified CRRS preparers include:

» The project's architect
«  Any firmiparson that would mest KHC s qualification requirements for a PCMA
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Building Plans

Applications must include preliminary building plans which conform to KHC requirements. Submitting a
copy of KHC's Minimum Design and Universal Design requirements will nat satisfy this threshold.
Scattered Site Projects

Scaltered site projects must be of similar building design and unit type and be within a defined footprint or
neighborhood. Urban and rural scattered sites may not be intermingled in one project. Due to Rural
Developmeant (RD) requiremants to maintain separate property identities, multiple RD properties may not
be combined into one tax credit transaction. Sites in multiple counties are not permitted except for Tax-
Exempt Bond projects.

Tenant Ownership ! Lease-Purchase

Projects proposing lease-purchase must be 100 percent lease-purchase wunits and all units must be
single-family dwellings on individual lots. The applicant must have ownership of all project sites; long-term
leazes are not allowed,

Thresholds for Projects Serving Special Needs Populations

Service Plan for Target Residents

Applicants proposing permanent supporlive housing o serve special needs populations musl provide a
supportive service plan. The plan must thoroughly address all of the following;

1. The supportive service needs of the targeted population and the experence of the service
provider with providing these serices to this special needs population. & description of the:
agancy's ability to provide case management services.

An axplanation of how the services provided meat the target population’s service neads.

3. An explanation and demonstration of how the services will be funded on an ongoing basis,

Thresholds for Preservation/Existing Supply

Existing Supply

The project must propose to preserve existing Income-restricted affordable multifamily projectis). The
rafabililation of non-income restricled units is nat eligible.

Documented Meed for Rehabilitation

The scope of necessary rehabilitation must be evidenced in the physical capital needs assessment.

Age
The praparty shall not have placed in service or undergone substantial rehabilitation in the last 25 years.

Thresholds for New Construction/New Supply (Including Historic Adaptive Reuse)
Mew Supply

Projects in this pool must creata new income-resiricted multifamily units, either through new construction,
the acquisifion/rehab of existing unassisted/unrestricied (market) units, and'or the adaptive reuss of non-
residential structures,

Serving Families
Applicants that choosa "family” as the population to be served in the application must designate a

minimum of 25% of the units serving families with two or more bedrogms,
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Serving The Elderly

Applicants that choose "elderly” as the population o be served in the application must designate a
percentage of units, consistent with the elderly selection (iLe., 80% 55 and clder, 100% 62 and older or as
defined by another federal or stale housing program used in this project), thal are garden style
apartments, are located on tha first floor, or higher floor units accessible by an elevator. The targeted
population(s) must meet the applicable eldery definition.

Serving Persons With Disabilities

All applicants in the New Supply Pool must provide the lesser of 4 units or 10 percent of the project’s total
units targeted to persons with disabiliies and the units must be fully accessible in accordance with the
building plans. This does not include any required visual/hearing impaired units.

Application Review Components

Funding is based on a three-step process. Applications must pass all three steps before funding can be
detarminad. Failure to meet the requiremants of any step will resull in the rejection of the application.
Except as provided in the Cure of Application Errors and Omissions provision of this section, KHC will not
accept additional documentation o revisions to the application or underariting model after application
submission.

I. Selection Criteria — Applications will be reviewed and evaluated as submitted. KHC will review and
score each application based on the information presented and may contact applicants only to clarify
infarmation submitted with the application.

For applications submitted in the 9% competitive funding round:

a. Mew supply projects will be scored based on the criteria oullined in the current scaring
workbook.

b. Existing supply projects will not be numerically scored, but will be ranked based on:
(I} greatest need of rehabilitation, as determined by KHC;
(i) percentage of units coverad by a federal project-based rental assistance contract; and
(i) projects not requesting acquisition credits (arm’s length transactions), or in related-party
transactions, projects not reguesting acquisition credits or any KHC gap financing.

For applications submitted under a Notice of Funding Availability (NOFA), projects will be ranked
based on the salection criteria and prefearencas outlined in tha NOFA.

KHC will make every effort to ensure funds are distributed geographically across the state. KHC may
award funding to a lower-scaring project located In a congressional district where no cther funds have
been allocated.

HNonprofit Adjustment — If necessary, KHC will adjust the awards to ensure the overall allocation
results in awarding at keast 10% of 9% LIHTCs to applications invalving tax-exempt nonprofit
organizations. To qualiy, the nonprofit must:

« own al least 51% of the general partner or managing member interests;
=  materially participate in the project as defined In Code Sectlon 463(h);
= be registered and in good standing with the Kentucky Secretary of State;
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« not be affiliated with or controlled by any for-profit entity; and
= include the fostering of low-income housing as one of s exempt purpases.

Minority Business Enterprise (MBE) Adjustment — If necassary, KHC will ensure tha ovarall
allecation results in at least one 9% Mew Supply LIHTC award io an application for which at least one
of the developers has been in existence for at least one year and which has received proper Minority
Business Enterprise (MBE) certification from the Kentucky Finance and Administration Cabinet (FAC).

The gualifying entity must be abla to demonsirate its past development experience and materially
participate (Code Section 469(h)) in both the development and operation of the proposed project
throwghout the 15-year compliance period and must eam a minimum of 25% of the developer fee, The
application must contain documentation from the FAC, the MBE entity’s history, and any development
agraements. In the evant the MBE antity is acting as co-daveloper, tha MBE antity may not be a

related party to the applicant, deveboper, or any of its principals.

5 for the documentation required to be

Il. Financial Feasibility — A project is financially feasible if viable under all {including federal, state,
local, andior KHC) program guidelines. The application, underwriting modal (UM), and
supporting documentation must all agree. If a confradiction exists betwaen the UM and the
application, the information in the UM will be used io determing the financial feasibility. However, any
discrepancies between the application, UM, and supporting documentation may constitute an enor in
SCOMNG.

. Market Need - A market study must be submitted with the application and will be reviewed in
accordancea with KHC s market study requirements. If the market study demonstratas an accapltabla
market, then the project will continue 1o move forward. However, if the study is not acceptable, funds
will not be allocated and the application will be denied, Market studies will only be acoepted by firms
that are on KHC's approved list and are only valid six months from the date of the study.

Applicalion SGGH'HQ' and Review Process

Incomplete applications will not be reviewed or scored, unless cured, following KHC policies. In addition,
applications wheren the applcant’s sell-score andfor tiebreakers would not qualify the application far
funding will not be reviewed or scorad. KHG must comply with federal and stale regulations and program
requirements of all resources administered; therefore, as new or updated guidance becomes available,
KHC may alter the review process to comply. Applicants seeking to obtain their KHC asset management
=core should do so no sooner than 60 days prior to application submission 1o ensure the score Is curment.

Cure of Application Errors and Omissions

Applicants will be allowed to remedy no more than five (5) errors and/or omisslons contained in any
application attachmant {excluding the KHC underwriting model and scoring workbook). If mare than five
emrors or omissions must be addressed, the application will be rejected for not meeting threshold, Any
arror contained in the application as input by the applicant will be considered an incurable eror, because
the application cannot be amended afier submission. An incurable error does not disqualify the
application from furlher consideration. however, incurable ermors are included in the maximum allowable
arrars andlor omissions.



The correclion of any ermar or omission must be made within 48 hours of the ime that KHC transmits the
notification of such ermor or omission. For example, if KHC sends an email at 10 a.m. on Tuesday
notifying the applicant of an omitted document and the document is nat uploaded info the UFA or
recelved by KHC by 10 a.m. on Thursday, the application will be rejected for not meeting threshold, This
cure period i nol intended to be an extension of ime for the applicant o procure a required document. If
the document submitied to cure the omission is dated after the date of the application or KHC detaerminas
that the documant was not in the applicant’s possession at the time the application was submitted, the
cure will be deemed ineffective and the application rejected for not meeting threshold.

Any comments or révisions resulting from the review of the underwriting model will not be considered
amrors; however, applications with undenariting models complated incorrecily andior with discrepancies
that result in KHC's inability to complete the underwriting, or which make the project financially infeasible,
will be considered to be an incomplete application and will not meet threshold.

Note: in determining whether fo award resources and how fo scove applicalions, KHC will consider all
izsues refevant to the applicant's abilfy to successfully complete the project or fo properly expend funds.
These issues may or may not be addressed in the application.

Tax-Exempt Bond Portfolio Application

Portfolio projects requesting Tax-Exempl Bonds will have a preliminary portfolio application o submit
basic documents reguired to establish the top-tier “parant” level project in KHC's database. The sub-tier
property-level projects in a portfolio transaction, as well as any single-property projecis, will proceed
directly to the full application. For portfolio transactions, all properties must be submitted individually and
may nat be combined within ane or maore full applications. KHC will not consider a deal with unrated
bonds in a public offering.

Capacity/Performance Scorecard

All applicants must complete the Capacity/Performance Scorecard contained within the Universal
Funding Application (UFA), even if a capacity approval carlification has been previously issuad by KHC.
The scorecard will assess moniforing history, financial management, and past performance, KHC will
review the applicant's regponses and will complete its own capacity assessment, taking into consideration
any capacity deductions assessed by KHC againsl any member of the development Leam,

|. Overview of Capacity/Performance Scorecard

The scorecard Is used to determine the overall capacity of the Entity or Development Team member(s).
The scoracard is divided in to threa [3) seclions:

1. Capacity/Performance Scorecard Threshold Requirements
2. Capacity/Performance Scorecard Self-Cerlifications
3. Capacity/Performance Scorecard Overall Performance

The first section of the scoracard consists of Capacity/Performance Scorecard thresholds that must ba
achieved, All *yes” answers require an explanation regarding the circumstances of the infraction.

Capacity/Performance Scorecard Threshold Requirements will be verified at both the submission of the
application and reviewed again prior 1o announcemant of any funding award. If tha status of a
Capacity/Performance Scorecard Threshold Requirement changes prior to announcemeant of funding, an
Entity may be asked to correct the outstanding issue prior to a funding award.
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Il. Capacity/Performance Scorecard Self-Certification

The Capacity/Performance Scorecard Self-Cerification section is a senes of statements ta which the
applicant preparer must certlfy. Thene ks a response section in the self-certification section that can be
used to provide addiional information o any of the self-certification quaestions.

The Enfity will need to complete the certification acknowledgement that states the responses io the self-
cerification statements are true and accurate, to the best of their knowledge, Falsification of these
slatermams could resull in a recagture of funds or suspension/debarment from KHC,

. Capacity/Performance Scorecard Overall Performance

The Capacity/Performance Scorecard Overall Performance section is where KHC staff will indicate if a
capacity deduction will be applied. Guidance on the type of infractions that KHC will consider for possible
capacity deductions is listed on KHC's website at www kyhousing ong, under Asset Mgmt, Capacity/
Performance Scorecard Overall Pedormance Ouestions. A capacity deduction can be delermined at ary
time throughout the administration of a project, including the affordability/compliance period. The capacity
deduction can apply to the Entity or any member of the Developmeant Team,

Whaen a capacity deduction is imsued, the agency or organization will receive a written notice from KHC
axplaining ftha reason for the capacity deduction and the amount of time the deduction will be applicable.
Capacity deductions will be applied to the overall score for the Capacity Section of the full application.

Organizational and Credit Review Documents

Any previously-approved development team member who has had chamges in their organizational
structure, and any newly-formed cwnership entity, must submit their crganizational documents via the
UFA al the preclosing stage. Any development leam member with new principal officers/members must
also provide rasumes for those individuals.

For projects requesting KHC funds, credit review documents must be submitted for the developer,
general partner, and guarantor (if applicable) at the application stage. Guarantors must also provide their
organizational documents. KHC may request additional documentation on any project entity.

Refer to Chapter 2: Development Team Capacity Application, for a complete list of required documenis.

Scoring Response Period

KHC will notify applicants whose projects do not receive a full review and scoring based upon their self-
=core andlor ebreakers. For projects that receive a full review and score, KHC will make the preliminany
praject score sheet available to the appropriate contact. Applicants will not be made awara of how other
applications have scored. KHC will establish a timeframe during which applicants may review their
preliminary scores and offer written feedback if any applicant disagrees with the preliminary score.,

Applicants may request a reconsideration of KHC's preliminary score ONLY far applications in which they
hawve an ownership interest. Reguests must be sent in wiiting via electronic mail, hand delivery or
avernight mail to the Managing Director of Multifamily Programs.

Reconsideration requests must specifically identify the grounds for the reconsideration request. Only the
pplm-ﬂtmn aru:l decuments lh-en emsllng in KHC's file will be considered, Mo additional documentation or
g epted. The burden Is on the applicant 1o demonstrate any

arrors n |!|'IH rEvIew Ell‘ld.l"l:ll‘ smm;p Process.,
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Final Scoring Determination

After applicants have had the opporiunily to review and appeal the preliminary score during the scofing
response pericd, KHC will determine final scores and make funding decisions. All funding decisions will
e final and not subject to further appeal,

Communications with Executive Management Team

Applicants, members of applicants’ Development Teams, or other persons operating on behalf of
Development Teams are expressly prohibited from having communications with any member of KHC's
execulive management team regarding any reconsideration or review requests or any related topic, from
the issuance of the preliminary scoring decision until KHC renders its final determination. Any violation of
this prohibition may result in disqualification of the pending application and suspension from participation
in the next competitive funding cycle for the applicant and all of its Development Team members,
regardless of which team member initiated the prohibited contact,

Preliminary Approval Letter

KHC will send each successiul applicant a preliminary approval letber indicating the initial reservation of
Housing Cradits, tax-exampt bonds, andfor other KHC resources awarded. The final amount of credit,
bonds, or other resources allocated to each successful applicant may be less than the amount
regquested in the application, the amount specified in the preliminary approval letter, or the
amount reflected in a Housing Credit carryover allecation. Projecis thal proposed innovalive
components in the application must retain those features and characteristics in the completed project.
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CHAPTER 4: Application Attachment Requirements

Basad an the KHC funding source(s) requested, related documeniation is required at application
submission as indicated on the application checklist. Mot all attachments are applicable to all application
types; refer to the document list below far the specific attachment requirements for your application type,

Applicants must upload all attachments and each document must be identified separately with the: item
nam as it appears balow. For your reference, the UFA identifies documants that are KHC-provided
forms. If a documant does not apply, mark the "MNIA&” button in the UFA.

All application decuments must be current and may not be dated more than six (6) months from
the application submission deadline date, unless otherwise specified,

Tax-Exempt Bond Documents

(Top tier ‘parent” portfolio projects must submif these documents in 8 separale portfolio application;
single-propeny TEB projects mus! submil these docurmeants with the full applicalion)

1.

Portfolio Application Fee (Top tier “parent” portfolio projects only)
Evidence of electronic payment of the $1,000 portlolio application fee must be provided,
Portfolio Summary Underwriting Model*

(Required for porifolio transactions consisting of multiple properiies)

In addition o the underwriting model for each property in the portfolic transaction, an additonal
Portfolio Summary Underwriting Model must be provided.

Engagement Lettars

Provide engagement letter(s) with the applicable underwriter, placement agent, or band
purchaser. The letter{s) should state the project name and thelr experience, Incleding bond
transaction history. The underwriter letler should also outline the bond structure and all sleps
required, including a timeline, for closing the financing on the project.

Engagement Letter with Bond Counsel

Provide an engagemant letter with each atbormey involved in the project, including the attorney's
bond transaction history, their resume, or gualifications. Applicants must engage an attornay or
attormeys fo serve a5 bond counsel who has a comprehensive understanding of multifamily fax-
exempt bond transactions.

Supporting Documentation for Selection Criteria (NOFA submissions only)

If responding to & Naotice of Funding Availability (MOFA) with selection criteria {threshaolds,
preferences), upload all supporiing documentation required per the NOF A to demonsirate which
preferences and selection criteria the project |s claiming.
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Application Attachments

Capacity Documents

1.

Capacity Approval Letter(s]*

A copy of the capacily approval for the applicable developmant team member(s) must be
provided. Any member not praviously approved must complete the Developmeant Team Capacity
Application process before submitting an apgplication for funding.

Technical Assistance Certification Form*

Required for any applicant who has not previously used KHC resources fo construct or
rehabilitate & rental project in the last three years, or for applicants as determined by KHC, Refer
to the Introduction and General Information section for technical assistance requirements.

Credit Review Documents

Credit review documents are only required at application stage if requesting KHC funds. It is not
necessary to resubmit credit review documents that were previously submitted with a capacity
application within the past six months, Dependent on the organizational structure, credil review
documeants must be provided for all developers, general partners, and guaraniors (other than
individual guarantors). Guarantors are also required fo submit their organizational documents.
Developers submitting multiple applications requesting KHC funds are only required fo provide
credit review documents with ane of the funding applications; however, each application must
clearly identify where the docurments can be located il submitted with a different application. All
credit review documents should be marked as “private” when uploaded to the UFA system.

Owner and General Partner Entity Organizational Charts

A full arganizational chart must be provided which shows the membership structure far the project
awner and general pariner entities.

Co-Development Agreement

Projects propasing a co-developer arrangement must submit a fully executed co-developmaent
agreemeant that, at a minimum, details the following:

The term of the agreement;
The specific roles and detalled responsibllities of each party,
The percentage of developer fee each parly will earm; and

A detailed description of how the co-devalaper will meet the material participation test (as
defined in IRC 468(h}) and have meaningful engagement in the project for the 15-year
compliance period,

a
b
C
d

Mi Business E BE) Documents

Projects seeking to claim eligibility for the MBE Adjustment must provide the following
documents:

a. Copy of current MBE certification from the Kemtucky Finance and Administration Calbimet
b. Certificate of Existence from the Kentucky Secretary of State demonstrating that the MBE
development antity has been in existence for at least one year;
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. Supporting evidence of the past real estate devalopmaent activities of the MBE entity,
particularly as it relates to multifamily housing;

d. Ifthe MBE is acting as 8 co-developer:

I An execuled co-development agreament thal meels the standards oullined abowve;
and

ii. An activity log demonsirating the communication and coordination between tha
developer and co-developer regarding the proposed project for 8 minimum six-
month period prior to application submission.

General Documents

1.

GI‘

Application Fee
Evidence of electronic payment of the applicable application fee must accompany each project
submitted, Refer to Chapter 1: Project Timeling and Fees for more information.

Market Analysis Review Fee

A market analysis raview fae must accompany each Housing Credit project submitted. Refer to
Chapter 1: Project Timeling and Fees for additional information.

Initial Inspection Fee
(Projects involving rehabilltation of an exizting sfruchure, both Existing Supply and New Supply)

An initial inspection fee for each project site (property) must accompany each application
submitted which Imaolves the rehabilitation or reuse of an existing structure. Refer to Chapter 1
Project Timeline and Fees for addiional information.

Scoring Workbook™

(Mew Supply projects only)

‘Submit an Excel version (not POF) of the scoring workbook applicabla to the current funding
round completed with the developer's self-scores, All applicable sections must be completed.

Supporting Documentation for Selection Criteria

(Mon-Credif MOFA submissions only)

If responding to a Notice of Funding Availability (NOFA) with selection criteria (thresholds,
preferences), upload all supporting docurmnentathon reguired per the NOFA 1o demonstrate which
preferences and salection criteria the project is claiming.

Motification of Application for Funding®

(Required for profects of 12 or more wais)

Applicants must complate and submit the Molification of Application for Funding form, which must

entify the name and email address of the current officeholders for the local mayor (if project is

located within city limits) or county judge executive (if project is located in an unincorporated area

of the county), Kentucky state representative, and Kentucky state senator of the community

where the prngadwll be lnca-l:ad & mmhabla datal:rasu- of Kentucky slate legislators is available
e Reses ebsite. Upon application submission, KHC

will send thE mﬂms to tI'IE identified ala:tad uﬂiuals
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7. Nonprofit Questionnaire®
[LIATC projects amy)

This form must be completed by all nonprofits with any ownership interest in the development.
The provision of affordable housing must be listed as one of the designated purposes in
the Articles of Incorporation andlor Bylaws.

8. Monprofit Board Resolution

Monprofit organizations that have any ownership interast in the developmeant must provide a
resalution from the nonprofit's Board of Directors that authorizes:

« The application being made for specific KHC funding (e.g. Tax-Exempt Bonds, Housing
Credits, HOME, AHTF, NHTF, or other KHC resources that may be available),

»  The amount of ownership interest the nonprofit has in the veniure;
#«  The nonprofit's specific liabilites in the development; and
# The anficipated percentage of the developer fee the nonprofit will recaive and tha
percentage that will be shared with another entity.
9. CHDO Documentation

Manprofits applying for HOME funds from the Community Housing Developmeant Organization
{CHDO) set-aside must provide verification of the current CHOO designation or recertification.

10. Consultant and/or Administrative Contract

If a consultant or administrator is part of the development team, an executad copy of the contract
is required and must detail the services pravided, the consultant’s role in the project, and how
they will be compensated,

11. Proof the Compliance Period Ended
(Required for rehabilitation projects previowsly awarded Howsing Credits)

Evidence may be in the form of a letter from KHC's Compliance Department. with the odiginal
KX#, stating the inilial compliance period ending dalte; or a copy of the original BG08s indicating
the buildings’ placed-in-sarvice dates; or a copy of the original LURA.

12. Kentucky Intergovernmental Review Process
(Reguired if requesting HOME, NHTF, Risk-Zharing, or new KHC project-based vouchers)

Applicants requasting HOME, NHTF, andfor Risk-Sharing funds, or new KHC project-based
vouchers, must submit to the State Clearinghouse through the Department for Local
Government’s onling system. Successiul submission to the Clearinghouse will generate a
canfirmation that includes the SAI number, which is a ragquired checklis! attachmant.

13. Guideform MNotice Disclosure to Saller
(Required for all profects with HOME, NHTF, Risk-Shanng, new project-based vouchers, or the
franster of an existing Seclion 8 HAP contract)

A copy of the Guideform Motice Disclosure o Seller with Voluntary, Arm’s Length Purchase Offar
must be given to all sellers disclosing that the purchase offer is voluntary and an arm’s length
fransaction, in addition to disclosing the estimated fair market value of the property and that the
purchazer does nol have the power of eminent domain,
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14. Guideform General Information Notice (GIN)
{Required for all projects with current cccupants in conjurchion with HOME, NHTF, Risk-Sharing,
new project-based vouchers, ar the fransfer of an existing Section 8 HAP contraci)

The Guideform General Information MNaotice (GIN) is required to be given to all current occupants
advising them of the impending federally-assisted acquisition or rehabidlitation of their unit and of
thieir rights under the Uniform Relocation Act Tenants who move in (o the property after
submission of the application must be provided with the Move-In Motice. Refer to HUD
Handbgok 1378 for more information and sample notices, All relecation notices must have
documeantation of proal of receipl by the tenants and be maintained in the tenant file,

15. Community Revitalization Plan
(Regquired for projects seeking paints for new units in & QCT - whan anly)

Urkan prajecls seeking points for crealing new units in a QCT must submil a copy of the local
jurisdiction’s averall plan for revitalization, community development, and/or economic
development. Local jurisdiction consolidated plans or action plans as required by HUD do not
qualify, The section(s) of the plan that specifically identifies the community need for lease-
purchase units or new multifamily units in an urban QCT must be clearly marked within the plan,
The community revilalization plan must also:

« Beformally adopted by the jurisdiction and created or updaled within he last 10 years;
« Be geographically specific;
= ldentify goals for outcomes;

= Include a strategy to secure commitmenis to suppart non-housing infrasiructure, amenities,
and services: and

« Demonstrate the need for community revitalization, specifically new multifamily units in a QCT,

16. Community Revitalization Plan Certification®
{Required for projects seeking points for new units in & QCT — whan only)

The certification must be completed for the community revitalization plan, providing detail of the
plan area, funding sources, goals of the plan and how the proposed project supports the nead for
lease-purchase units or new mullifamily units in an urban QCT.

17. Tenant Selection Plan Preferences

Applicants seeking scoring points for providing a preference for individuals on the local public
housing agency (PHA) waiting list must provide a signed statement that it has committed to the
preference and agrees to notify the PHA of property vacancies. All preferences must be reflected
in the Tenant Selection Plan, which is required at the Technical Submission Stage.

18. Letter of Service Commitment
(Reguired for projects serving popuwations with special needs)

Each agency providing services for special needs housing, permanent supportive housing, and
transiticnal housing must provide a letter on agency letterhead and signed by the executive
director ar their designes stating the agency's knowledge of and support for the specilic project
and that the agency will provide supportive servicas of appropriate type and guaniity to eligible
project residents, The letter must state the agency's commitment to provide case management
services to project residents. A reguirement 1o participate in these services cannot be a condition
of the lease. This letter can be combined with the Letter of Referral Commitment (below).
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19. Letter of Referral Commitment
(Required for projects serving popuwlations with special needs)

Each agency providing tenant referrals for special needs housing, permanent supporiive housing,
and transifional housing must provide a latber on agency letterhead and signed by the exacutive
director ar their designee stating that 1) eligible individuals in the special needs population
targeted by the proposed project will be referred to the project, and 2) provide an estimate of the
number of referrals on an annual basks,

20. Supportive Housing Service Plan
(Required for projects serving populations with special needs)

The servce plan must contain the following information:

1. The supportive servics needs of the largeted population and the experience of the
sarvice provider with providing thesa services fo this special needs population. A
description of the agency’s ability to provide case management services.

2. An explanation of how the services provided meet the target population’s service nesds,

3. An explanation and demonstration of how the services will be funded on an ongoing
basis.

2. Evidence of No Substantial Rehabilitation

Projects seeking peinis for rent-restricted units most in need of rehabilitation must provide
decumantation thal the proposad project has nol recaived substantial rehabilitation within the past
25 years. For all projects, a minimum of 25 years musi have passed since the last substantial
rehabilitation to meet threshold. For threshold purposes, substantial rehabilitation is defined in
IRC Secton 42 as 57,400 per unit or 20% of adjusted basis, This proaf may be evidenced by
either:

a. a copy of the last recorded restrictive covenant of record which resiricts the usa of
the property to affordable rental housing executed at the time of the last substantial
rehabilitation. In addition, & copy of a full title exam confirming such restrictive
covenant is the most recent of record must be provided.

DR -

b. a letter from the provider of an existing projeci-basad rental assistance coniract, i.e.
thie HUD or RO which states whether there has been any substantial rehabilitation on
the property within the last 25 years and if 30, the date aof the rehabilitation,

Im aither case, the number of years since the last substantial rehabilitation will be determined
based upan the effective date of the most recent restrictive covenant as of the application due
date, or the date identified in the |etter from the rental assistance provider,

22. PolicyMap Report
{Mew Supply projects only)
Projects seeking points in the PolicyMap Renter Cost Burdens, Madian Household Incoma,
Employment Density, andior Read Metwark Density scoring categorias must provide a copy of the
report or a screenshot obtained from the Policyldap website for each category in which points are
being sought, The printout must clearly identify the location of the project within the applicable
boundary and the numenc value or percentage resull.

43



23. Census Tract Report
(Mew Supply projects only)
Projects seeking points in the PolicyMap scoring categories must documant the current census
fract designation for the proposed project’s location by providing a printout of the full census fract
report abtained from the LS, Census Bureau website,

24. Distance From Projects Not Yet Placed In Service
(hew Supply projects only)
Applicants whose proposed project is located in a county whenein a previoushy-approved KHC
project is under development and not yet placed in service (BB0S has not been issued) and
targets the same tenant populations as the applicant's proposed project must provide a copy of
the Google Maps printout documenting the propesed project’s distance, measured in radius, from
the project(s) not vet placed in service, The projects under development and not yet placed In
sarvice are identified in the scoring workbook.

The market study must recognize the projects under development located in the same county and
targeting the same populationis) as the proposed project and consider the impact of those units
under development on the marketability of the proposed project. Subsequent phases of a
phased-in development will be permitted provided the markel sludy recognizes the earlier phases

and the impact of the proposed project
Underwriting Documents

1. Underwriting Model”
{Required for &l projects)

KHCs underwriting model must be completed in Exceal using the most current version for that
year's funding round. The vellow input cells of the model are the only areas in which the applicant
may enter information. Do not add formulas to any of the cells as this may interfere with
KHC s underwriting of the project. If an addilional formula or ether modifications to the model
becomea necessary, you may contact a KHC multifamily staff member.

Applicants are strongly encouraged to use the “Applicant Underwriting Notes to KHC"
section on the summary sheel of the underariting model to provide any necessary explanations
ar additional infarmation that will be halpful during the undenwriting review.

2. Developer Underwriting Guidance Checklist*
(Reguired oy for developers who have rol had @ KHC mullifamily preyect in the last 3 years)

KHC has developed a guidance checklist to ensure that project developers have considarad most
af the major underwriting factors that will be reviewed by KHC. A copy of the completed checklist
musi be provided with the application as evidence that the developer has exercised due diligence
in completing the undarsriting model

3. MNovogradac Rent and Income Calculator
[Requirad for ail Housing Credit and Tax-Exempt Bond projects: optional for non-Crealif projects)

Print and submit the completed Movegradac Rent and Income Caloulator, Urban and rural
designations must adhare bo the RD definilion in effect at the time of application. To obtain the
applicable imits for the Tax-Exempt Bond program, applicants should select “IRS Section 142
Tax-Exempt Bond™ and change the imputed persons per bedroom o 1.5 persons,
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4.

Utility Allowance Chart (KHC-provided form or local document)*

Projects proposing full or partial tenant-paid utilities must include a utility allowance chart from
KHEC or the local PHA {in countles where KHS does not administer the Section 8 program).
Projects with Project-Based Section B or RD-assisted properbes must provide the current utility
allowance from KHC, HUD, local PHA, or RD as applicable (the agency providing the rental
assistance). Historical utility usage data or base rate letters from the utility providers are
not acceptable, When the project is placed In service, KHC's Asset Management depariment will
reguire the owner to complete the HUD utility schedule model on projects receiving HUD funding
{e.g., HOME, NHTF, or other HUD loans). Applicanis wishing to use a utility study in lieu of a
utility allowance chart at the application stage must submit & pre-application waiver.

Market Study | Needs Analysis

KHC maintains an Approved Markst Analyst List from which developers must select an
appropriate firm or individual,

A market studyineeds analysis is only valid for six months from the date of the study’analysis. All
markel sludies must adhers 1o KHC's markel study requirements. If reports ang réceived thal are

not accaptable, the applicant'developar will be informead by KHC such report is unaccepiable and

thie project will fail o meaet the market threshold.

A market study is required for all projects (or each property in a portiolio transaction); however,
projects of four units or less may submit a market needs analysls Instead of a full market stedy.
Regardless of project size, a rent comparison study must be included in all market
studies/analyses to determine market rents.

KHC may request a market study or additional market information on any project or waive the
market anakysis requirement for projects of four wnits or less if other supporting documentation,
such as a wailing lisl. can be provided,

The market study must provide the required information for the scoring categories applicabls to
the project and identify the supporting information as indicated in the current scoring workboaok.
Refer to Chapter 11: Underwriting Requirements for additional market study information.

Part 1, Evaluation of National Register Status
[For projects proposing federsl or stale historic rehabilitafion credit oniy)

Provide a copy of the completed Part 1 of the preliminary application, "Evaluation of Mational
Register Status® for both the Federal and State Historlc Credits as evidence of submission to the
State Historic Preservation Office (SHPO andlor National Park Service,

Current Approved Rent Schedule
(For refabilitation projects with Profect-Based Section 8, RD, or cther rental assistance)

Rehabilitation projects currently receiving any type of Project-Based Rental Assistance must
pravide the current approved rent schadule. The schedule must clearly identify the effective dates
of the rents, as well as the agency providing the rental assistance. If the renis listed on the
undenwriting model are different from those in the rent schedule, an explanation and justification
for the inconsislency must be provided on the summary page of the underwnting model and a
letter submitted from the rental assistanca provider that the proposad rents are acceplabla.
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8. Project-Based Rental Assistance Agreement or Commitment Letter
(Required for project-based renfal assistance, Le., Project-Based Sectian 8, RD, etc.)

Projects proposing existing Project-Based Secton B, RD, or ather projact-based rental assistance
miust provide a copy of the original rental assistance confract or agreement and the most recant
renewal, if applicable. The contract or agreement (with renewals) may not be expired and must
be currently in effect. Projects proposing new project-based rental assistance must submit a copy
af the commilmant letter fram the renfal assistancs provider that idantifies the proposad conlract
rents and ufility allowances. The contract, agreement, or commitment letier must specify the
number of rent-assisted wnits,

9, Operating Subsidy Agreement or Commitment Letter(s)

Commitment lettens) or agreements for operating subsidies must be currently in effect and
provide assurance of continuation through the applicable affordability or deed restriction period. If
operating subsidies are temporary or subject to renewal, applicant must explain how cperations
will be funded if the subsidy is not renewed.

10. Commitment Letters for HOME Match

All projects requesting HOME funds must have written commitimenis of HOME-eligible maiching
funds of at least 5 percent of the HOME request. Commitment letlars must meet the standards
idenfifiad in the Application Threshalds.

11. Firm Commitments for All Non-KHC Resources

Refer to Application Thresholds section for regquirernents for firm commitment letters. Any time
limitations or expiration date of the commitment must be claarly stated in the latter.

12. Guarantor's Evidence for Non-Committed Nen-KHC Funds

EHC will accept evidence of an application for non-KHC resources with a witten guarantee from
the ownar/developer that if the funds for which they have applied are nol awarded, the ownar/
developar will contribute the same amount 1o the project. & bank statement will be required if a
guarantar provides a guaranty for non-KHC funding that it has applied for, but has not received,
at the time of application. The bank statement must demonstrate sufficient liguidity to cover the
guaranty of the full amaunt of furds for which the guarantor does not have a firm commitment.

Legal Review Documents

1. Evidence of Site Control
(Regquired for all projects)

Applicants must have site control an 100 percent of the project sites, including scaltered sites.
Site contral documenis must be fully executed and sufficiently identify the subject property. Real
property conveyances must be recorded with the appropnate clerk, and leasehold estates must
meet IRS requirements and excesd KHC s affordability and morigage periods. Acceptable forms
aof site control are:

+« Property Deed = can be in the name of the project ownership entity or general
pariner {or member of the general pariner) of the to-be-formed ownership entity.

+  Current Purchase Coniract = The contract must be valid through the announcement
pariod of the calendar yaar in which KHC resources would be awarded. If al any
paint the contract is determinad to be at risk of expiring prior to closing, KHC may
require supplemental proof that the property can be purchased prior to closing.
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Applicant must be able to prova that Applicant has the ability to purchase the
property at all imes until closing. The contract cannot contain seller's right of
first refusal language.

+«  Current Oplion to Purchase — The optien to purchase must be valid through the
announcement period of the calendar year in which KHC resources would be
awarded. If al any point the oplion ks delermined to be al risk of expifing prior o
closing, KHC may raguire supplemental proof that the option has baen extanded or
that the property can be purchased prior to closing. Applicant must be able to prove
that Applicant has the ability to purchase the property at all times until closing. The
option cannet contain seller's right of first refusal language.

*  Current Lease Agreement’Oplion to Lease - the lease perod must be through the
entire applicable affordability period.

Note: For federally-funded projects (HOME, NHTF, or Risk-Sharing), the new owner may not
take legal possession of the property until after environmental clearance, unless the deed transfer
or lease was executed prior 1o submission of the KHC funding application,

KHC will evaluate the legal interest directly owned or controlled by the applicant at the time of
application. An applicant capable of causing possession and control to vest in their favor for the
duration af the morigage and affordability periods will ba deemed to have site controd. KHC
reserves discretion fo make this determination,

Deed Restrictions/Subdivision Restrictions

Provide a copy of any deed restrictions or subdivision restrictions currently on the property or, if
no resfrictions, a letter stating there are no deed restrictions. The lefter must reference the project
name and property address and must be from the seller, cityi'county official, or title attomey.

Design and Construction Documents

1.

Location Map and Directions

A location map for every project must clearly show the site location and all mapor streets and
highways, nearby airports, railroad tracks, interstates, and rivers, etc., that may have an adverse
effect on the proposed site. For Housing Credit projects, the map must identify the locaticn within
the qualified census tract (QCT), or melropaeditan Difficull Developrment Area (DDA), if applicable.
Pravide detailed directons from Frankfort, Kentucky to the sita.

Preliminary Plans

Refer ta Chapder 13 Design and Construction Review for maore information about KHG's
praliminary building plan requiremeants. Building plans must be uploadad as one single PDF
document. All plans must clearly show the number of units.

Applications of 11 units or less: For new construction or rehabilitation, projects are required o
submit bullding plans at 1/8-inch scale and typical unit plans at 1/4-inch scale. The plans must
includa bailding floor plans, elevations, and site plan.

Applications of 12 units or more: For new construction or rehabilitation, projects are required
to submit building plans at 1/8-inch scale and typical unit plans at 1/4-inch scale. The plans must
include a site plan and a bullding oo plan, as well as cormesponding elevabion drawings
compiled by an architect licensed in the Commonwealth of Kentucky.

Applications for scattered site projects: Site plans must be submitted for all sites and

complete preliminary plans must be submitted for each applicable unit type.
47



3

Work Write-Up Description

(Required for all rehabiitation projects of 11 units or less)

Projects that are 11 units or kess can submit a work write=up in lieu of specifications, providing the
waork write-up is detailed and provides anowgh basic information to determine the guality and
quantity of tems that are specified. It should define the scope of work and provide a basis for
what type of material or product that is to be used, Refer fo Chapier 13: Design and Constrsction
Review for more Infarmation about work write-up reguirements.,

Site Plan
(Required for all projects types)

Refer to Chapter 13; Design and Construciion Review for mare information about KHC's site plan
reguiremeants,

Floodplain Map
(Reguired for all projects)

Reler to Application Threshaolds for more infarmation about floodplain requirements.

Applicants must submit one of the following to demonstrate that the project structures and other
portions of the site essential to the use of the tenants are not located in a floodplain:

1. A Federal Emergency Management Agency (FEMA) map showing that project
structures and other essential portions of the site are not lecated in the 100-year
flocdplain and structure locations are cleary marked on the map.

# Projects in which any portion of the property is located in the floodplain must
additionally submit a survey certified to KHC that is signed, stamped, and dated
and which shows the location of the flocdplain and all existing building structures.

#» Information or maps generated from a local jurisdiction database or similar
altternative will not be accepted,

2. Alicensed surveyor's report of reclassification and FEMA Letter of Map Alteration must
be atlachad il the property was previously lecated in the fleodplain but has been built
up and is no longar in the floodplain. Tha report must clearly state all land to be utilized
for project structures has been raised at least one foot above the floodplain,

Lead-Based Paint Determination Form*

(Required for rehabilitation projects built prior to 1978

Rehabillitation and adaptive reuse projects with buildings built prior to 1978 must complete the
Lead-Based Painl Deterrminalion farm o identify the level of lead reatment required. Any

anticipated expenditures related to lead-basad paint assassmeant, abatement, and/or clearance
miusi be budgeted in the underwriting micdel.

Physical/Capital Meeds Assessment (PCHNA)
(Reguired for all rehabilifation projects of 12 or move wnits and adapfive reuse projecis)

Refer to Chapter 13: Design and Consfruction Review for more information on PCHNA
requirements,

Projects thal were unsuccessiul in the most recent previous funding round may resubmit the
PCMA that was provided in the previous funding round with a letler or memao indicating thatil is a
resubmission. However, if funded, the PCHNA must be updated at technical submission. KHC
reserves the right to ask for a PCNA or an updated PCNA on any project at its discretion.
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8. Capital Reserve Replacement Schedule (CRRS)*

(Required for all Housing Credit and Tax-Exempt Bond projects propasing the rehabilitation or
adaptive rewse of an existing struciure)

The CRRS is a projection of the anticipated capital needs of the propariy.

CRRS Report Requirements:
[These specific items must be addressed in each repart)

The projection must use KHC's current version of the Excel spreadshest *Capital
Reserve Replacemeant Schedule.”

The CRRS report must identify the prepares's name, company name, qualifications,
prafessional license number, and the state in which the license was issued.

The schedule must list individual sets of major components that are anticipated (o reguire
reglacement using the reserve account during the projecticn term.

The CRRS must utilize the mast recent version of the Fannie Mae Form 4099 Appendix
F: Expected Useful Lite (EUL) Tables when inputling the EUL into the projection.

CRRS projections are valid for a lerm of one year before an updale is required.

Future draw requests from the reserve account will be compared to the CRRS projection
{o varily il is an item planned to ba covered by the schedula.

Additional reguirements are in the instructions tab of the CRRS spreadshaet.

9. Proof of Proper Zoning

(Reguired for all projects)

The applicant must submit evidenca thal the proposed site is properly zoned for the proposed
intendad use. The following documents are required:

A latter from thea local zoning board or govarning authorily indicating the type of zoning
in place, or a letter from the county judge or mayor indicating that no zoning is presant.

All zoning requiremeants andlor restricbons that affect tha dasign or building location.

A local zoning map that shows the classification of the proposed site and naighboring
sites. The site location must be clearly indicated on the map.

If the: propery is not currently zoned appropriately for the proposed project, the applicant may
submit evidence that a razoning apgplication has been submitied to the applicable jurisdiction.
Evidence of the zone change and confirmation that the proposed project is allowed at tha site
kacation must be submitted no later than the technical submission deadline.
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CHAPTER 5: Technical Submission Stage

Once an applicant recaivas a preliminary award letter from KHC, the application will then anter the
techmical submission stage. At this stage, applicants are required to address any underwriting issues and
ather conditions or comments that resulted from the inftal application review process,

Technical Submission Document Requirements

Owners must upload additional due diligence documentation through the Universal Funding Application
(LIFA) system, If & checklist item does not apply, you may check the "N/A” bution, For documents that
exceed the file size limit and are foo large o upload as a single document, place those documents on a
flash driva and mail to your assigned program specialist by the technical submission deadline. Do not
break large documents into several smaller files for the purposes of uploading to the UFA.

Below iz & description of documents that will be required during the technical submission stage, This is
not an all-inclusive list of items; your assigned program specialist may request additional documentation.
The technical submission documeants identified balow are groupad in categores which must ba submitted
independently of each other; howewer, ALL fechnical submission documents must be submitted by the
applicable due date.

To mitigate arny polential problems with upleading documents due o system overload or other technical
issues, it is recommended that you do not wait until the last day to submit the technical submission
documents. All projects that do not successfully complete technical submission by 12:00 noon ET
on the deadline date are subject to payment of a $5,000 penalty fee In addition to the applicable
extension fee.

Underwriting Documents

1. Updated Underwriting Model”
[Required for all projects)

An Excel version of the project’s updated underwriting moded, using the version returned to the
applicant afler funding announcements, must be uploaded lo the online application system. If any
terms of non-KHC funding or financial projections (sources of funds, construction costs, rents,
annual expenses, etc.) have changed since the initial application submission, the underwriting
madel must reflect these changes and supporting documentation must be provided, Respanses
must alzo be provided on the underwriting model to all comments or issues dentified by KHC.

2. Draft Partnership Agreement or Updated Firm Equity Commitment

Provide a copy of the draft parinership agreement {preferred) or an updated firm equity
commitrment. Equity commitments must be current, on the provider's letlerhead, contain the
specific tarms for the purchase of credit (credit pricing, amount of annual cradit anticipated, total
equity investmeant, pay-in schedule, required fees, resarve account requirements, ete.), identify
income elections, including the average income test (AIT) if elected by the owner, identify the
praject name, and be dated and signed, I the project is utilizing a KHC bridge loan, the
commitment must recognize the bridge loan and state the benafit of the delayed equity pay-in 1o
the pricing structure and fotal equity investment.
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3. Firm Commitment Letters for Match and Other Mon-KHC Funding Sources
(Required omly If original funding commitments submitfed with application have changed or
expired. Must be submitted by the technical submission deadiine, mo extensions)

KHC's HOME and AHTF funds require a 5 percent match of other funds. Any non-KHC financing
source may be eligible; KHC funds may not be used as match for other KHC funds. Firm
commitment letters for all match and other funding sources identified in the application and
undenwriting model must be provided. Refer o Chapter 11: Underwriting Reguirements for
additional information regarding match reguiremants.

Firm commitment letters for all non-KHC sources must be on the funding source's letterhaad and:
1) Be specific as to the terms of the funding, including:
a. The interest rate and term (if loan proceeds are involved).
b, The collateral for the project (il a loan is involwed).
2) Be dated and signed by an authorized representative of the entity providing the funds.

3) Identify the project name and description for which the commitment of funds is being
made.

Commitment letters msst be current and relative 1o the project seeking funding from KHC. The
firm commitmant lettars may contain normal and customary contingencies for equity and loan
commitments, including but not limited to: approval of appraisal, closing of other sources of
financing, environmenial and title review, financial condition of the developer, and safisfactory
negotiation of partnership andior loan documents, Final undarsriting will not be completed wntil all
firm commilments are recelved.

If the firm commitmeant letbers have not been submitted by the original technical submission
deadline, the conditional commitment will expire automatically, and KHC will recapture all
assoclated funding. No extensions of the technical submission deadline for firm
commitments will be granted. Firm commitments from RD or HUD loan financing are not
required within this timeframe, but must be provided to KHC as soon as they are available. Timea
is of the essence with respect to the conditional commitment and all time limitations therein,

Applicants applying 1o RD for resources or assistance must provide a complete application and all
raquired documents lo the RD office as soon as possible after receipl of the preliminary award
letter, KHC will not grant extensions to the closing deadline due to an applicant’s delay in
providing RD with the required application and supporting documentation,

Applications for HUD resources musl complete the pre-approval application process within the
arginal technical submission deadline.

4, Appraisal

An appraisal is required on projects/properties where KHC's tolal lean amount (including due at
maturity and forgivable at maturity loans) is 5250000 or more or for projects requasting Housing
Credit for acquisition, KHC may request an appraisal on any project utilizing KHE funds.
Appraisals may not be more than one year old as of the date of technical submission.

Applicants with a KHC loan of $250.000 or more must choose an appraisal firm or individual
listed on KHC s approved list and the appraisal must meet KHC's appraisal standards, The list of
KHC-approved appraisers is available on KHC's website, www kyhousing.org.
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Housing Cradil projects not requasting KHC loan funds but are requesting acquisition cradit must
provide an appraisal supporting the building basis for purposes of determining the proper amount
of Housing Credit reserved. The appraisal must provide at & minimum the "as-is"” market value of
the bullding and a separate site value for the land. Eligible basis will be limited to the basls
dedarmined by the final cost cerlification. Thase appraisals do not need o maet KHC's appraisal
guidalines in regand to formatting and layout or need to be ordered from KHC's approved
appraisers; however, the appraisal must still provide a separate value for the land and KHC must
be named as an intended user, Any variations from KHC's undenariting standards o be used in
the appraisal musl be approved by KHC during the application slage.

Refer to Chapter 11: Underwriting Reguirements for additional guidance on appraisals,

Baseline Active Partners Performance System (APPS) or HUD Previous
Participation Certification (HUD-2530) Completed
(Reqguired for Risk-Shanng projects wilth Housing Creait)

Submit proof of completion of the Baseline APPS or tha complated HUD-2530 form. KHC will
forward the completed HUD-2530 to HUD during the review of the final underwriting. These can
be found on HUD's website, www hud.gov

Identification and Certification of Eligible Limited Liability Investor Entities”
(Required for Risk-Shanng projects with Housing Creli)

The certification form is part of HUD's previcus participation requirement and must be completed
by the equity investor andfor syndicator. KHC will forward this form to the local HUD affice during
review of tha final underwriting. This form can be found on KHC's website, www _kyhousing.org,
under Development; Multifamily; Technical Submission; Risk-Sharing Documents,

Design and Construction Documents

1.

Proof of Proper Zoning
(Reguired for projects withou! zoning approval al application)
If the project site was nof properly zoned at the time of application submission, the applicant must

submit evidence that the proposed site has been rezoned for the proposed intended use. The
following documents are required:

« A letter from the local zoning board or governing authority indicating the type of zoning
i place and that the proposed development i now allowed at the progect site.

*  All zoning requirements andior restrictions that affect the design or building location.

«  Alocal zoning map that shows the classification of the proposed site and neighboring
site=, The site location must be clearly indicated on the map.

Owner and Architect Agreement
(Required for projects that have an architect involved and all projects of 12 units or mare)

The architect's documents must be prepared in accordance with the HUD Minimum Property
Standards, Uniform Faderal Accassibility Standards, the Kentucky Building Codea, andfor
Kentucky Residential Code, Universal Design, Minimum Design Standards as adopied by KHC,
applicable state and faderal Fair Housing laws, and meet all HOS,

= The architect and owner must submit an executed copy of their agreement using the moest
recent and up-to-date AlA documents,
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4.

«  The most commonly used agreement is the lemp sum contract, which iz B101 Standard Form
of Agresment between the owner and architect with the standard form of architect's services.

« KHC cannot approve an open-ended contract thal does not specily the total contract amount.
Construction Plans — Permit Set
(Required for all projects)

Refer to Chapler 13 Design and Sonstruction Review for mare information about KHC's bullding
plan requiramants.

Specifications { Work Write-Up — Permit Set
(Reguired for all projecis, excepl rehabiifabion projects of 11 unils or less may submil a work
wrile-up i el of spacifications)

KHC will review the final specifications in conjunction with the final plans. All modifications or
comections will be made during the technical submission stage. If changes occur duning the
reviaw of the final plans that may cause a change in the specifications, the applicant will be
notified of any additional changes or comections that nesed 1o be made. Refer 1o Chapler 13
Design and Construction Review for more information.

REScheck/COMcheck Documentation

Applicants for new construction and adaplive reuse projects must submil a REScheck or
COMcheck calculation indicating the proposed dasign exceeds the 2012 International Energy
Conservation Code. For rehabilitation only projects, the architect or developer must pravide
documeantation explaining how the design of the development will provide the most efficient
insulation and heabing syslem.

Certification of Accessibility™
(Required for all profects)

The project architect, general contractor, and project cwner must certify that the project design
complies with all applicable accassibility requirements of the Fair Housing Act of 1988, KHC
Minimurm and Universal Design Standards, Uniform Faderal Acceasibility Standards, Section 504
of the Rehabilitation Act of 1973, 2010 Americans with Disabiliies Act Accessibility Guidelines,
and any other applicable state or local code.

EPA Lead Compliance Certification”
(Required for projects with buildings built priar to 1978)

Applicants proposing the rehabilitation or adaptive reuse of buildings constructed prior to 1978
miust submit the EPA Lead Compliance Certification form to comply wilh the Renovation, Repair
and Painting (RRP) Rula.

Effective April 22, 2010, the Envirenmental Protection Agency (EPA) implemented a lead-based
paint rule that affects every lype of rehabilitaton work, whether funded privately o federally. The
rule requires contraclors and construction professionals that work in pra-1978 housing or child-
occupied facilities to follow lead-safe work practice standards and be certified. Anyone receiving
compensation for renovating, repairing, and painting weork in residences built before 1978 that
disturbs painted surfaces is subject to the Renovation, Repair, and Painting Rule (RRP). No paid
job can disturb painted surfaces in pre-1978 homes or childcare facilities unless the firm that is
undertaking the work is certified by the EPA or a state, and the renovator has complated training
and is a cerified renowvator. KHC requires a self-certification regarding the project’s compliance.
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The requirements under the rula apply to maintenance as well as rehabilitation and renovations.
The following are benchmarks for work:

#» |nside — Renovation or repair activities whera six square feat (about the size of a poster) or
more of & painted surface is disturbed,

= Exterior — Renovation or repair where 20 square feet or more of painted surface (sbout the
size of a door) is disturbed on the exterior,
= Window replacement,
=  The anly exception is when paint is proven lead-free or the job is smaller than § square feet.
» Safe work practices include:
—  Posting a warning sign.
- EBpreading plastic to pick up debris.
- Ralfraining from sanders or other machines without a filtker io prevent the spread of dust.
= Cleaning up thoroughly.
Checking the work area.

Utility Letter(s)

For new construction, adaptive reuse, or rehabilitation projects with newly constructed units,
letters fram the local utility companies indicating the avallability and capacity of utilities to the
proposed site must be provided. All connection fees, lap lees, and'or relocation cost, il any, misl
be included in the development budgel. If off-site ulilities are being brought to the site by local
miunicipalities, the letter must inclede the dates the wark will begin and be completed, and the
anficipated cost, along with evidence the local municipality will bear the cost, If the developer Is
extending the utilities ta the site, the wtility extension must be completed before KHC funds can
be accessead or the funds must be placed in escrow lo assure completion of the ulility extension.

Subsurface Soils Investigation Report
(Houslng Credit and Risk-Sharing Projects Only)

Raquired far:

= Mew construction projects or rehabilitation projects with new construction;
*  As deemed necessary by KHC.

A zoils enginear must parform the repart, including a site plan with the soil boring lecations,
testing resulis, footing designs, and recommendations. Test borings must be parfarmead in crtical
areas where buildings are proposed.

Environmental Review Documents

If applicable, submit items 1-=7 below to your environmental contractor and upload via the UFA system
immediately upon receipt, even if prior to submitting the rest of the Technical Submission items, Not
providing these documents in a bmely manner could delay the project, since you cannol proceed with the
purchase of the property, start any part of the construction or disturb the soil inany way until tha
envirpnmental review is complete and an environmental clearance has been issued. An approved
Environmental Review Record (ERR) must be in HEROS and |pprnwd by KHC :nd.'ur HUD ne

later than the pre-closing stage. Refer to KHC's I

more infarmation.



Lead-Based Paint Inspection and Assessment — OR - Proof of Abatement
(Rehabilitatlon projects constructed prior to 1978 and recelving NHTF, HOME, Rizk-Sharing, or
Profect-Based Secllon 8 are subject fo the lead-based palnt reguiations of 24 CFR 35)

Projects built prior o 1978 must provide the lead-based paint inspecton and assassmant
canductad by a certified lead hazard inspector, Proof of prior abatement must be provided if the
project has had prior abatement of lead-based paint.

£A-95 Clearinghouse Letter
(Required for HOME, NHTF, andfor Risk-Sharing projects)

If applicable, applicants must submit the Clearinghouse letter provided by the Kentucky
Department for Local Government {DLG) stating the project has gone through the process o
ansura there will be no negative impacts on the envirenment and has received clearance to move
forward with the environmental review. This letter is recaived after application has bean made to
the DLG State Clearinghouse through the Kentucky Intergovemmental Review Process and will
provide information regarding further inspections or documentation that may be required. The
efvvironmental review cannat be completed until the Clearinghouse letter has been submitted,

Mote: To avoid potential project delays, it is vary imporiant you read the comments receivad from
Clearinghouse. This letter serves as the opportunity for many state and federal agencies to
ientify any additional requirements they may have for your project.

Historic Preservation Clearance Letter

[Reguired for historic presernvalion projects)

Applicants propasing rehabilitation of historic properties must obtain a histaric preservation
clearance letter from the Kentucky Herltage Council's State Historlc Preservation Office (SHPO).
Plans and specifications must still meet all KHC Design and Construction reguiremeants.

Owners of faderally-funded projects must contact SHPD regarding Section 108 requirements if
comments have been included in the Clearinghouse letter that an archealogical survey is
necessary o that the structure to be rehabilitated appears 1o be over 50 years of age or in an
area that is, or is eligible 1o be, recognized as a Histanc Districl.

Part 2, Description of Rehabilitation
{Required for projects utiizing federal or state historic rehabiitation credit only)

Provide a copy of the completed and approved Parl 2, “Description of Rehabiltation” application
far bath tha Federal and Siate Historie Cradilts as evidenca of submission 1o SHPO andfor
Mational Park Service, Refer to the SHPO website for more information.

Phase | Environmental Site Assessment

A Phasa | Environmental Sile Assessment, which conforms to proper ASTM standards, s
required for all new construction projects consisting of more than four units with HOME, MHTF,
Risk-Sharing, andior Project-Based Section 8 as any portion of funding. KHG may reqguest a
Phase | on any project it deems necessary, including those inowhich an appraisal indicates actual
or evidence of possible environmental liability.

The envirenmental site assessment determines whether a parcel of land or real estate has the
presence of any hazardous substances or petroleum products. These conditions could be of an
exisling release, a past release or a material threat of a release of any products found on the
prapariy or into the ground, ground water, or surface watear of the property or surraunding
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Legal

proparties. The rangs of contaminants shall be within the scope of Comprehensive Environmental
Response, Compensation, and Liability Act. The scope of this practice includes research and
reporting requirements that support the user's ability to qualify far the innocent landowner
defense. Docurmnentation of all sources, records, and resources uiilized In conducting the inguiry
raquired by this practice must ba provided in the writlen reporl. Individuals or agencies must ba
axparianced in this field of work and have a current knowledge of all related federal and siate law
requirements, All reports shall be prepared in accordance with the standards set forth im ASTM
E1527 and ASTM E1528. For more infarmation, you may refer to www astm.org.

Phase Il Environmental Assessment
(May be required on projects of 12 units or marg)

The Phase | will indicate if a Phase Il environmental assessment i reguired. A Phase ||
assessment is only required when there is an item of concern discoverad during the Phasa |,
requiring additional action fo further investigate or remady tha problem.

Archeological Survey
{If requested by SHPO)

If an archeological survey is required as part of the SHPO reviaw, a list of approved survayors
can be provided by SHPO. A copy of the survey must be provided to KHC,

Review Documeants

Tenant Selection Plan
(Reguired for all projects)

The tenant selection plan must be a written policy to ensure new tenants are salacted in
adherence o the owner's policies and all applicable fedaral requiremeants and must describe the
criteria that will be used to identify eligible tenants. The plan must require tenants and
management 1o comply with Uniform Residential Landlord Tenanl Act {URLTA) (refer 1o Chapler
12: Program Policies) and, if applicable, the procass for nolifying the local PHA of vacancies to
give priority o househalds on the PHA's waiting list, as well as any other tenant selection
preferences for which the applicant received points, Additional guidance can be found on KHC's
website, www Byhousing org.

Tenant Lease with KHC Lease Addendums*
[Required for all projects)

A sample of the lease that will be executed between the enant and owner must be submitted for
KHC's review. The lease muest contain the KHC HOME National Housing Trust Fund Lease
Addendum (for projects receiving HOME or NHTF funds) or thae standard KHC Lease Addendum
{for all cther projects). If governmental approval is required for use of the KHC lease addendums,
such as when using a HUD or RD form lease, it is the owner's responsibility to obiain such
approval before submisskon of the lease to KHC. Any special provisions refated 1o a lease-
purchase project must also be included in the lease. The KHC lease addendums can be found an
KHC s website, www . kyvhousing.ong.

Relocation Plan
(Reguired for ail prajects involving existing buidings with current occupants)

A relocation plan must be provided if the project is rehabilitating existing rental units, even if no
tenants are anticipated io be relocated. The plan must detail if permanent or temporary relocation
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will be involved, how the relocation will occur, wha will pay for it, and how the lanant will ba
compensated. Anticipated relocation expanses must be budgeted in the underwriting madel.

Projects utiizing KHC HOME, NHTF, Risk-Sharing, or newly-issued project-based vouchers are
raguired Lo follow the Uniform Relocation &l (URA). Projects receiving federal assistance from a
local jurisdiction must provide approval of the relocation plan by the local jurisdiction. Projacts
proposing Housing Credit-anly or non-federal KHC funding sources (AHTF or SMAL) only may
refer to KHC's relecation requirements in Chapter 12: Program Palicies,

Guideform Notice of Nondisplacement
{Reguired for rehabilitation projects with current lenanis in comjunction with HOME, NHTF, Risk-
Shanng, new project-based vouchers, ar the fransfer af an existing Seclion 8 HAP contract)

This relocation nofice must be provided to tenants of properties rehabilifated in conjunction with
federal funds. The purpose of this notice is to inform t2nants they will mot be required o move
permanenlly as a resull of the rehabilitation, Tenants who mave nto the properly after submission
af the application must be provided with the Move-In Notice. Refer to HUD Handbook 1378 for
mare information and sample notices. All relocation notices must have documeantation of proof of
recaipt by the tenants and be maintained in the tenant file,

VAWA Emergency Transfer Plan
(Reguired for all projects with Federal furds andior Housing Credits)

Davelopers and managemeanl companies must develop an Emargency Transfar Plan that
provides tenants who are victims of domestic violence, dating viclence, sexual assault, or stalking
the ability to request an emergency transfer 1o another unit. The Emergency Trangfer Plan must
comply with the reguirements of 24 CFR 5.2005(e).

HUD has developed a madel Emergancy Transfer Plan (HUD-5381), which property managers
may adapt for their use. The HUD sample form is availabla on their website. Refer to Chapter 12:
Frogram Policies, for more information about protections and notices required under the \iolencea
Against Women Act (WAWA)

Affirmative Fair Housing Marketing (AFHM) Plan*
(Federal funds only, five wnifts or more)

Each applicant Is required to carry out an affirmative marketing program to attract prospective
tenanis of all minority and non-minorily groups in the housing markel area regardiess of their
raca, color, religion, sax, saxual orientation, national origin, disability, or veteran or familial status.
The AFHM plan must describe the activities during advance marketing and the initial rent-up
pericd. The AFHM plan should ensure that any groupis) of persens that are the least likely to
apply for this housing withoul special cutreach, know about the housing, feel welcome to apply,
and have the opportunily (o rent. The &FHR form can be found on KHC's wabsile.

Fair Housing Plan
(Federal furmds only)

Applicants requesting federal funds musi submil a fair housing plan thal ensures that all citizens
in the service area are aware that affirnatively furthering fair housing is a priority. A sample fair
housing plan is located on KHC's website, www.kyhousing.org.
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8. Title VI Self-Survey and Statement of Assurance®
(Federal fumds only)

Tithe W1 af the Chvil Rights Act of 1964 prohibils discrimination based on race, color, or national
arigin. Apphicants requasting federal funds musi submit a Title VI Self-Survey and Statement of
Asgsurance, These forms can be found on KHC's website, www kyhousing.org.

9. Section 504 Self-Evaluation”
(Fedearal funds oniy)

Section 504 of the Rehabilitation Act of 1973 prohibits the exclusion from, participation in, denial
aof the benefits of, or discrimination under any pragram or activity receiving federal financial
assistance af atherwize quallfied individuals with disabilities.

A sell-evaluation of all aspects of the erganization, including all buildings or facilities for physical
accessibility, program oufreach and communication, eligibility and admission criteria and practica,
disiribution and cccupancy policy and practice, percentage of accessible units, employment, and
complaint processing procedures must be prepared by the recipient. A person with disabilities
of a representative from an agency that serves persons with disabilities must assist the
applicant in completing the self-evaluation. It is required that all recipients with 13 or more
employess keep the evaluation on file for at least 3 years.

A transition plan is mandatory if structural changes are needed o achieve program accessibility,
The plan must be developed with the assistance of individuals with disabllities or organizations
representing them. The plan should identify the physical obslacles that limit accessibility,
including a detailed description of mathods wsed to make facilities accessible and the schadula
for completion. All structural changes must be made within six months of project funding.

Projects with federal funds must submit a Section 504 Self-Evaluation with attachments (and
transiticn plan, if applicable). These forms can be found on KHC's website, www. kyhousing.org.

10. ALTA Survey (Draft)
(Required for all profects with KHC loan funds)

A surveyor licensed in the Commanwealth of Kentucky must complete an ALTA survey. The
survay muslt ba certified to KHC, stamped, sealed, signed by tha licensed surveyor, and dated no
mare than 60 days from the date of submission. All surveys must meet the 2021 Minimum
Standard Detall Requirements for ALTA Surveys and Include the indicated items on Table A.

The survey must alse include the following:

«  Metes and bounds at a preferred scale of 1-inch equals 20 feet but no smaller than 1-inch
equals 40 feel

«  For projects ulilizing previously platted properties on record. a legal description referencing
the recorded plal. A copy of the plat recording must also ba provided.

= For properties nol previcusly platted, a meles and bounds legal description of the properly
line. All easemeants and rights-of-way must have the mates and bounds in the description.

= HOME, MHTF, and Risk-Sharing prajects must include a metas and bounds legal descriplion.

= Al rights-of-way and easements must be indicated and should have a metes and bounds
description and a north arrow.

= Al roads, encroachments, selback requirermants, and natlural drainage ways.

®  The 100-vear flood boundary, any other floodways, and a wrilten flood zone determination.
58



= Al parking. streets, walks, curbs, dumpster pads, playground areas, etc.

Note: An electronic copy of the survey may be initially accepted, but KHC reserves the
right to request a hard copy of the survey at any time.

11. Title Commitment (Draft)

(Reguired for all projects with KHC lean funds)

A separats titke commitmant for each KHC loan must be submitted. KHC will communicate with
the title insurance company to ensure the title policy exceptions, endorsements, and descriptions
are agreed upon. A revised title commitment or proforma palicy with the agreed upon terms must
be submitled at pre-closing and dated no more than 30 days prior to the closing date.

General Documents

1.

Drug-Free Workplace Certification®
(Regquired for all projects)
KHC's policy Is to promete a drug-free environment for all individuals acquiring KHC-assisted

housing. The Drug-Frae Workplace Certification form certifies the project will provide a drug-free
warkplace. This form is on KHC s website, www kyhousing.org.

Tax Attorney Opinion Letter indicating eligibility for acquisition credit
(Reguired for Housing Credit rehabiitation profects regueshing acguwisibon credit)

The applicant’s tax attorney must provide a lelier that the project is eligible for acquisition cradits.

Internal Revenue Service waiver for troubled projects
(Reguired for Housing Credit projects — if appiicabie)

Exisling projects designated as a “lroubled project” by HUD or RD may request a waiver from the
IRS to the ten-year halding period requiremeant. A copy of this waihwer must be provided to KHC,

Authorized Signature Form*
(Reguired for all projects with KHC funds)

This form authorizes members of the ownership entity to submit draw requests to KHC. At l=ast
twao different signatures are required; cne perscn who will subkmit the draw request and another
person wha signs the check disbursing the furnds. The same person may nol submit the draw and
sign for the disbursement of funds. The signature farm must be signed by the top official of the
organization (board chair, CEQ, mayor, etc.). This form is on KHC s website, www kyhousing.org.

Site and Meighborhood Standards Questionnaire®
[HOME and NHTF new construchion prajects only)

Each recipient of HOME and/or NHTF funds must provide housing that is suitable from the
standpaint of facilitating and furthering full compliance with the applicable provisions of Title VI of
the Civil Rights Act of 1964 and promates greater choice of housing opportunities, The Site and
MNeighborhood Standards Questionnaire must be complated and submilled to KHG for review and
approval prior to release of funds. This form can be found on KHC's wabsite, www kyhousing.org.
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Permanent Housing Plan
(Required for all fransitionsl housing prajects, non-credil omy)

The plan must detall how tenanis will progress fram transitonal to permanent housing, giving
specific axamples of housing options available to the parbcipants, such as preferenca on a
Section B waiting list, permanent units set aside at other affordable housing properties, aetc.

Tenant Ownership Plan
(Reguired for all lease-purchase projects)

The tenant ownership plan must demonstrate a viable homeownership strategy for residents to
purchase the uniis at the end of the 15-vear compliance perad, and must detail the applicant's
exit strategy and calculation of the estimated affordable purchase price for the unit and the pre-
purchase counseling thal will be required of the lenanl. In addition, the plan must clearly show
how the property will be managed during the compliance period and how the tenant's down
payment and closing cost obligations will be handled.

Housing Credit Carryover Documentation

Projects recaiving a resarvation of Housing Credit must submit additional documentation to carry aver the
credit into the following year, Owners must submit carryover documentation to KHC on or before the
Friday prior to Thanksgiving each year; late submission will Incur a one-time fee of $1,000. This
fee must be received by KHE (o issue the Camryover Certificate,

1.

Owner/Recipient Information

Recipients of Housing Credits must submit the fellowing:

+ Owner and general partner federal identification numbers.

« Exact name and address of owner as it will appear on IRS Form 8609,

« Exact street address including zip code for all buildings (include number of buildings).

Partnership Agreement and Certificate of Limited Partnership

The Partnership Agreamenl governs relations batwean the parlners, and the Cearlificale of Limited
Partnership documants the parinarship was formed and is a legal entity. This document must ba
filed with the Secretary of State and a copy of the filed document must be submitted to KHC,

Estimated project cost breakdown by building
A breakdown of the estimated cost of each building in the project must be submitied.

Owner certification of federal, state, or local loans and/or grants®

KHC is required to ensure that the amount of Housing Cradits allocated o a project doas not
exceed the amount necessary for the financial feasibility of the project. In making this
determination, KHC will consider, among other things, the amount of subsidy the project is
recelving, This form can be found on KHC's website, www kyhousing org

Evidence of meeting the 10 percent test or written extension request

Housing Credit projects must place in service by the end of the calendar year the credits were
allocated or must submit a carryover reguest. If the project will not place In service before the end
of the allocation calendar year, the owner must submil evidence af having incurred more than 10
percent of the tolal project cost or submit a writben carryover request for an additional 12 months.
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CHAPTER 6: Pre-Construction and Pre-Closing Stages

All loan and aquily closings and execution of funding agreements occur after successful complation of the
preclosing stage and final underwriting. Owners must submit addibonal documentation noted below for
final unlenariting and other documents will be required prior to closing and the start of construction,

+  Once due diigence closing calls have been scheduled with the equity investor and other pariners,
the developer must Inclede their assigned KHG project specialist on all meeting invitations,

s KHC must have completed and approved final underwniting before the final reservation of
Housing Credits will be ssued andior closing documents prepared by KHC's legal department.

+  Projects utiizing KHC funds that are combining multiple contiguous parcels of land into one
praject site must consolidate the parcels into a single recorded dead aor plat. If the developer
already owns tha sites, this should occur prior to the closing.

# HKHC must receive all pre-closing documents no later than 30 days prior to the anticipated
closing date and no closings may be scheduled until KHC has issued its final underwriting
approval and final credit reservation letter (if applicable).

+  Submitting the preclosing stage with missing or incomplete documents will not satisfy the
30-day notiflcation reguirement.

+ For projects receiving federal funds from KHC, closing may not occur uniil KHC has reviewed and
approved the ERR.

Organizational Documents

Any previously-approved development team member who has had changes in their organizational
struciure since raceipt of thair capacily approval letter must submif their organizational documents via the
UFA at the pre-closing stage. Any development team member with new principal officersimembers must
also provide resumes for those individuals, Refer to Chapter 2: Development Team Capacity Application,
for a complete list of required organizational and credit review documents.

Documents Required for Final Underwriting and Closing

Underwriting

1. Final Underwriting Modal

The praject’s final undersriting medel must reflect all of the final projections for sources and uses,
income, expansas, and the operating proforma. All KHC underwriting comments must ba
resolved and the final model must conform to the terms and underariting assumptions of the final
limited partnesship agreement or operating agreement (Housing Credit projects), all other non-
KHEC funding commiiments, and any rental assistance and/or operating subsidy agreemenis.

2. Final Draft Limited Partnership Agreement or Operating Agreement
(Housing Credit projects anly)

KHEC will not issue a final credit reservation letier withowt having first reviewed the final draft of the
limited partnesship agreement and all referenced exhibits andlor attachments, including the
aquily provider's financial projections, which musl be in agreament with KHC's final underwriting
miadel. & fully executed copy of the final limited partnership agreement must be provided
te KHC within two weeks of the eqguity closing.
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Agreement to Enter Into a HAP Contract (AHAP)

Projects proposing new project-based voucher rental assistance must provide an executed copy
af the Agreament to Enter Into a Housing Assistance Payments (AHAP) contract betwaen the
awner and the public housing agency (PHA) providing the project-based vouchers. This includaes
thiee termination of an existing HAP confract and execution of a new confract with the project
awner, If KHE is performing a subsidy layering review (SLR) on behalf of the PHA, the executed
AHAP may be submitted after KHC has transmitted the SLR to HUD, but prior to the closing.

Dperating Deficit/Replacement Reserve/Tax & Insurance Escrow Certification®

All applicants must cerify that Operating Deficit Reserve, Resarve for Replacement and fax and
insurance escrow accounts have been or will be established, state the amount of the accounts,
and Identify the financial institution where the accounts will be held.

General

1.

Request to Draw Funds at Closing

Unless otherwise approved by KHC, draw requests for KHC funds at closing for acquisition costs
or reimbursement of pre-development soft costs are only allowed for KHC equity bridge loan
{EBL) furvds in a Tax-Exempt Band projact or for non-credil progects with a nonprafit awrar,

The applicant must notify KHC in writing if funds will be requested at closing, For HOME and/or
NHTF funds, KHC's draw system cannot be activated until the executed Funding
Agreement has been received at KHC, which must be no less than two (2) weeks prior to
the anticipated closing date. A draw requast musl be submitted through the draw managemeant
systam, along with appropriate supporiing documentation for the amounis requested, no less
than five (5) working days prior to the anticipated closing date, Refer to Chapter 7, Draw Request
Process for Funds at Clesing, for mone information.

Electronic Funds Transfer/Wiring Authorization Form®
(Reguired for all projects with KHC loan funds)

KHC only disburses funds electronically. All funds to be disbursed at closing must be deposited
into the closing attorney's escrow account by wire for funds to be available on the day of closing.

Electronic Funds Transfer (EFT} authonizations are required if KHC funds will be drawn during
construction. To recelve funds electronically = either by EFT or wire = the project owner must
ragquast an EFT/wire transfer form from KHC s Accounting Departrment by sending an email o
accou ayablef@kyhousing.org. All forms must be ariginal and will be mailed to you upon
request. The financial institution information section must be completed by your financial
institution and a volded check must be attached for the form to be valid. The orlginal completed
farm, along with the voided check, must be returmed by mail to KHC. Applicants requestling more
than one funding source fram KHC who wish to have the funds deposited into different accounts
must complete separate EFTAWiring Authorization forms for each account,

To evidence that the project has arranged for ebectronic funds fransfer and'or wiring, a scanned
copy of the completed EFT/Wiring Autharization form must be uploaded at the pre-closing stage.

Owner's Employer Identification Number (EIN)
(Reguired for ail prajects)

Provide evidence of the ownership entity's employer identification number issued by the IRS.
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Legal

Dwner's Unigue Entity Identifier (UEI) Mumber and Proof of Registration
(Required for HOME, HOME-ARF, NHTF, or Risk-Shanng profects)

The project owner must obtain a Unlgue Entity Identifier (UED number from the LS, General
Services Administration (G5A) in the System for Award Managemeant (SAM.gov). The UEI
number and proof of registration must be provided to KHC. Regisfration must be kept current and
updated annually.

. Organizational Decuments

If the ownerborrower is a nawly-formed entity and has not previously provided organizational
documents, or has amended its organizaticnal documents after their initial submission to KHC,
copies of the crganizational documents and any amendments must be provided for the
owner/bormrowing entity. Refer to the Organizational and Credit Review Documents section in
Chapler 2 for the reguired documantation.

Incumbency and Signatory Certificate or Resolution of Authorized Signatories
(Reguired for all projects with KHC lean funds)

This document is required fo confirm the identities, titles, and authaority of the signing officers of
the borrowing entity fo execute all necessary legal documents.

Title Commitment and Insured Closing Letter
(Required for all projects with KHC loan funds)

KHC reguires a tite commitment or proforma poliey for each KHC funding source. The revised
fitla commitment or proforma policy must be submitted and dated no more than 30 days priar to
the closing date. if multiple funding sources are being usad in the project, KHC requires a
praforma policy. If KHC funds will be disbursed at closing, KHC also requires that an Insured
Closing Letter and profarma policy be issued in its favor by the tithe insurance company.

Final ALTA Survey
(Required for all profects with KHC foan funds)

The survey provided dunng technical submission will be reviewed by KHC o ensure all
raquireaments ara mel and there are no issues with the project site. An alactronic copy of tha final
ALTA survey must be received by KHC no later than 30 days prior to closing and include any
updates or project site changes as requested. All updates or project site changes must be signed
off an by the surveyor. The survey must be certified to KHC, stamped, sealed, and signed by the
licensed surveyor. The fieldwark must be dated within 6 menths af closing and the survey dated
no mora than &0 days from the date of closing.

Surveyor's Report
(Reguired for projects ulilizing Risk-Sharing funds only)

A completed surveyor's repart HUD Form 92457 signed and stamped by a licensed surveyar in
the state of Kentucky, and dated within 30 days of the day of closing must be provided

Verification of Site Control
{Required for all profects with KHC foan fundsz)

Proof the borrower still maintains site contral of the property must be provided prior 1o closing.
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« For owned property, If the borrower took ke to the property by deed prior to the closing of the
loan, KHC must be provided with a copy of the recorded deed.

« For leasehold property, if ihe barrower signed a lease for the propery prior to the closing of
tha loan, KHC must be provided with a copy of the executed lease (and any amendmants).

Note; For federally-funded projects (HOME, NHTF, andior Risk-Sharing), the new owner may not
take legal possession of the property until environmental clearance has been achieved, unless.
the deed transfer or lease was executed prior to submission of the funding application to KHC.

Documents Required Prior fo the Start of Construction

All required documents must be reviewed and approved pror fo construction start,

1. Final Construction Plans
(Required for ail projects)
Refer to Chapter 13: Design and Construction Review for more information about KHC's final
building plan requirements,

2. Final Specifications | Work Write-Up
(Required for all projects, except rehabilifation profects of 11 unils or less may submit a work
write-up in lieu of specifications)
KHC will review the final specifications in conjunclion with the final plans. All medifications or
carrections will be made during the technical submission stage. If changes occur during the
review of the final plans that may cause a change in the specifications, the applicant will be
notified of any additional changes or comections that need to be made. Refer to Chapler 13
Drasign and Construction Review for mene information.

3. Owner and Contractor Agresment
(Required for all projects)
The Owned'Contractor agreement can be executed once the final cost is determined. The
agreament may be either the AlA document or HUD's Construction Contract Form, and musl ba
signed and dated by the contractor and the owner. The contract must be completely filled out for
final review and include the following;

= The contract amaunt, which must match the tetal cost on the final cost breakdown as well as
the hard costs shown on KHG's underwriting model. Cest contingencies may not be included.

= The dates the construction should begin and be completed,

* Any liguidated damages and the amount per day,

+« Reference io the plans, specifications, and any addendums that have been issued.
= Davis-Bacon Wage Rate clause (if applicable).

» Secbon 3 clause (if applicable).

4. Assurance of Completion
(Required if KHC funds exceseds 5100000 or are drawn during construction)

An assurance of completion will not be required if KHC is only providing permanant financing with
funds dishursed at project completion. KHC will determine the adequacy and sufficiency of
assurances of completion. Assurances of completion shall be in ane of three forms:
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a) Payment'Performance bond (A1A document A-312 or the HUD Form 92452) equal fo or
greater than 100 percent of the total construction contract amount. Bonds must be issued
by an insurance company licensed in Kentucky, signed by an authorized representative
of the insurance company, and rame KHG as an additional insured on the bond.
Payment and perfarmance bonds are required if KHC is providing a bridge or
canstruction loan, or for Risk-Sharing loans in which insured advances are provided.

b} Irrevocable On-Sight Demand Letter of Credit aqual to or greater than 20 percent of the
total amount of KHG funds, The letter of credit must be valid for the duration of the
conslruction period. I it expires prior o conslruction completion, a new letter of credit
musi be submitted extending the tarm. KHC must be the only named beneficiary of the
letter of credit; having multiple beneficiaries to the letter of credit is not acceptable. The
Letier of Credit may be drawn upon by KHC in accordance with its terms and conditions,

) Cash deposited with KHC equal 1o or greater than 30 percent of the total KHC funds,

Evidence of Proper Insurance
(Required for all projects with KHC funds)

The contractor must provide evidence of worker's compensation, bullder’s risk, and general
liability insurance, which musl ba in affect during the langth of tha contracl. An insurance
company binder is not sufficient. KHC must be listed as the primary additional insured on all
builder's risk and general liability insurance certificates when KHC has provided a loan.

Building Permit
(Reguired for ail projects)

A building permit is required before construction can begin. If the local jurisdiction does not
require a building parmit, the mayor or county judge executive must provide a letter of verification.

Approval Letter from artment of Housing, Buildings, and Construction (HBC

If the: lncal jurisdiction does not issue building permits, plans must be submitted to the Kentucky
HBC, which will issue a letter authorizing the start of construction.

Construction Inspection Fee
(Housing Credit profects only)

Evidence of online payment of the cne-time construction inspeciion fes of 1.75% of the annual
Housing Cradit allocation amount must ba provided prior to construction start.

Final Cost Breakdown
[(Reguired for all projects)

The final cost breakdown must indicate the actual amount that will be spent on each line item
during construction and will be ufilized during consfruction for disbursement of funds. Soft costs
should not be included on any of the line ltems. The final cost breakdown must match the total
hard costs on the KHC underwriting model. The cost breakdown can be one al the follewing:

« Construction Cost Breakdown HUD Form 2328
« Schedule of Values, AlA Document G702 and GT03
» KHC= Application and Cestificate for Payment Form

Owners must apply the corect cost with the line item that best describes the work.
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1.

12.

13.

Applicantsiowners are also required fo enter the construction casts fram the final cost breakdown
inio the UFA system under the “other actions” dropdown menu. Full instruections for completing
this requirement can be faund in the FAQ section of the LIFA,

Construction Schedule

The construction schedule must outline the anticipated completion benchmarks and fargated
placed-in-service date of the project. Benchmarks should be measured in terms of wesks/imonths
from the date of the loan and/or equity clasing (2.0., 25 percent complation within 3 menths of
loan closing, placed-in-service within 12 months of loan closing, ete.).

Davis-Bacon Wage Rate Request®

KHC iz the responsible entity for ensuring compliance with Davis-Bacon wage rates for the
fallowing project types:

*  KHC HOME-funded projects of 12 or more HOME-assisted unils
«  Projects utiizing Risk-Sharing construction financing on 12 or more units

# Projects in which 9 or more units have KHC project-based Section 8 voucher assistance; mot
applicable 1o projects thal received rental assistance through the Perdormance-Based
Caontract Administration (PECA) program

* Mate: when a local public housing awthority (FHA) issues 9 or more project-based Section
8 vouchers to a project, the PHA is the responsible entity for monitoring to ensure that
prevalling Davis-Bacon wage rates are adhered o and reporied. See Federal Register
Vol. 79, Mo, 122 for mare information.

The Davis-Bacon Act requires that laborers be paid an amount not less than the prevailing wage
of the locality as predetermined by the U.S. Secretary of Labor. A project may naot be split into
more than one contract for the sole purpose of avolding Davis-Bacon requirements. The Davis-
Bacon Wage Rale Request form is located on KHC's websibe, www Kyhousing org.

Pre-construction Conference Form®
(Required for all profects)

Al the pre-consiruction conference, the developer will be required o provide the KHC Pre-
construction Conference form, which will be signad by the developer, contractor, sita
superintendent, the developer's representative responsible for submitting draw requests (if
applicable), and the KHC construction specialist. When all pre-construction documents have been
approved and the applicable closings have occurred, the KHC program specialist will execute the
bettom of the Pre-construction Conference form, which will constilule the Notice 1o Proceed with
canstruction. Refer to Chapter 13: Design and Construction Review for more information.

KHC Project Review Agreement*

(Reguired for all projects)

All applicants are required to sign the Project Review Agreament, which outlines the applicant’s
and KHC's roles and responsibilities throughout the inspection process,
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CHAPTER 7: Closing and Construction Stage

Mo loan andfor equity closings may be scheduled until KHC has approved all the required pre-
construction and pre-closing documentation and isswed its final underwriting approval. KHC will determineg
the cloging date and timeline for any KHC loan funds. Any costs associated with the closing, inchuding
recording and legal fees, are the responsibllity of the borrower.

There are threa different types of clesings that can occur on a Risk-Sharing loan:

+ |nitial Cloging: If Risk-Sharing funds will be used duning construction, there will be a separate
closing of the consiruction loan.

+ Final Closing (Insured Advance). Once construction of a project that had an initial closing is
completa, there will be a final closing to convert the construction loan to a permanent loan.

« |Insured Upon Completion: When a project will only use Risk-Sharing funds as a parmanent koan
source, the permanant closing will ooccur after construction is complete. At this time, KHC only
offers Risk-Sharing funds as an insured upon completion permanent loan,

Each of the three different closings has separate checklists of the documentation needed for the clasing.

Loan Closing Information

KHC will prepare a draft of its loan clesing documents, which are sent to the owner's counsel, along with
infermation regarding KHC's closing procedures, a Form of Opinlon of Borrower's Counsel, and the
marked-up title cornmitment for each KHC funding sourca.

KHC s legal staff will work with owner's counsel on any revisions to the closing documeants that may be
needed. Once a final version is agreed upon by all parties and all conditions to closing have been met,
KHC's legal staff will request a copy of the updated title insurance commitment and send a closing
instruction letter, along with execution drafls of the closing documents, to the owner's counsel.

The chosing may not occur until KHC has received and approved a draft of the Opinion of Bormower's
Counsel and the agreement of owner's counsel to issue the title policy, or if cwner's counsel is not issuing
the title policy, the agreement of the titke agent issuing the policy that the palicy will be issued in
confarmance with the marked-up tith commitmant for tithe insurance provided 1o owner's counsel.

Caonstruction cannat commence until KHC has received the original, signed and recorded closing
documents, including a copy of the recorded deed, unless KHC has authorized an “early start.”

Closing Documents Delivery

Executed originals of all KHC lean documents and coples of all documents sent for recording must be
deliverad o KHC within 48 hours of closing. Criginal recorded documeants must be deliverad lo KHC
within two weeks of closing along with the orginal of the koan palicy of titte insurance. KHC will not
disburse loan proceeds, other than amounts pre-approved by KHC for property acquisition, undil these
conditions are met. Al post-cloging document deliveries should be addressed o

Kentucky Housing Corporation
Legal Department, Attn: Post Closing
1231 Louigville Road
Frankfort, KY 40601
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Post-Closing Document Submission

I addition 1o the document deliveries nated above, the following documents must be upleaded Lo the
Universal Funding Application (UFA) system within two weeks of the closing:

1. Copy of Deed or Lease
[Required for all projects)

A copy of the executed and recorded deed or executed property lease (as applicable) must be
pravided after closing and prior o construction start. I the property will ransler awnership, the
dessd musi show tha ransfer and be executed and recorded.

Nete: For federally-funded projects (HOME, NHTF, and Risk-Sharing). the new cwner may not
take legal possession of the property until after environmental clearance has been achieved,
uriless the deed transfer or lease was executed prior lo submission of the application to KHC for
funding.

2. Executed Limited Partnership Agreement or Operating Agreement
(Required for all Housing Credit profects)

A copy of the fully executed limited partnership agreement ar operating agreement, as well as all
exhibits and attachments referenced in the agreement, must be provided, The executed
agresment may not be materially different than the final draft agreement reviewed by KHC,
unless previously approved by KHC.

Draw Request Process for Funds at Closing

Unless olherwise approved by KHG, draw reguests for KHE funds al closing for acquisition costs or
reimbursameant of pre-development soft cosls are only allowed for KHC equity bridge loan (EBL) funds in
a Tax-Exempt Bond project ar for non-credit projects with a nonprofit owner/developer. Owners must
notify the KHC project specialist during the pre-construction/pre-closing stage of the request to draw
funds at closing. The closing draw must inclede all closing fees due to KHG that were not received prior o
closing (e.g.. lean orgination fee, processing fees. ate.).

KHC must receive the executed Funding Agreement and Exhibit A at least two weeks prior o the
intended closing date for non-credit projects requesting HOME funds at clesing. The project specialist will
provide notification whan the draw system has been activaled and available to submit a Program Funding
Draw Hequeast must be submitted, with tha closing aliornay's wiring instructions and all documantation
supporting the amount(s) requested.

KHGC will not release funds requested at loan cosing until KHG recelves coples of the executed loan
decuments and has approved the executed closing statement. KHC will not release subsequent draw
requasts until the original recorded documents have been retumed.

Construction Stage

Once the project has closed on all funding sources andior Housing Credil equity and all pre-construction
documeantation has been approved, KHC will issus the Notice to Procesad, which is the devaloper's
authorization to begin construction, Refer to Chapter 13- Design and Consfruction Review for more
information about the reguired pre-construction conference, Motice to Procesd, construction inspections,
change orders, and the process for requesting funds during construction.
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CHAPTER 8: Construction Completion/Placed-In-Service Stage

All projects are required to submit final close out documentation, which may include project completion
reports, cerificates of occupancy, and final draws. If Risk-Sharing funds are being ulilized, there will be a
final clpsing for an insured-upon-completion loan, and additional documentation may be required, When
necessary, certaln documents may be forwarded to an outside agency (e.q., HUD) for approval before the
funds for the final draw can be released.

A final inspection will be conducted by the architect (if applicable), the contractor, and KHC's consfruction
specialist. The final Inspection will cover all interior and exterior items. A final punch list of items still
needing completion will be submitted by the architect and provided 1o the construclion specialist. & follow-
up inspection will be conducted to varify all punch list items have been addressed and completed. KHC
will not release the 10 percent retainage held during the construction phase until a final inspection report
showing all punch list items have been completed and all project completion documents are received and
approved. Risk-Sharing projects are also required o be inspected one year after construction comphetion.

Owners may not submit the construckon completion'placed in service stage until KHC has issued a 100
percent completa final inspection, with no cutstanding follow up items, Once KHC has approved the final
inspection, owners will have 60 days to submit the construction completion'placed-in-service stage.

Required Documents

Owners must submit the following items after completion for KHC to close out the project and release any
remaining funds that are held for retainage andfor issue the IRS Form{s) 8609, as applicable

1. Final As-Built Survey
(Reguired for projects ulilzing Risk-Sharing funds only)

A survey prepared by a surveyor licensed in Kentucky must show all conditions as thay exist after
construction is completed, all utilities, easements, rights-of-way, and setbacks. The survey must
have the surveyor's signature, stamp, and seal, and be dated within 120 days.

2. Certificate of Substantial Completion, Application and Certification for Payment,
and Continuation Sheet [ALA G704, GT02, and GT03)
{Reguired for profects of 12 units or mare, or i a0 architect was involved)

The architect shall issue a Certificate of Substantial Completion (AlA GT04) and executed copias
af the final Application and Certificate for Payment (Als G702) and Confinuation Sheet (Al&
GT03), which breaks the contract sum info portions of work in accordance with a schedules of
values utilizing CSI format

3. Certificate of Occupancy
(Reguired for all projects)

Owners must provide a Certificate of Occupancy from the local jurisdiction far each building in tha
project, or if the jurisdiction does not issue cerdificates of occcupancy, a letier from the Kentucky
Department of Howsing, Buildings, and Construction.

4. Termite Certificate
(Reguired for all new construcfion projects)

A termite cerificate utilizing HUD Forms MPMA-9%-A and NPMA-99-B issued by a licensed pest
cantrol company muat be provided as evidence the building(s) and surrounding foundation(s)
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10.

wara treated to pravent termite infestation. Refer lo KHC's Termite Control Services/Commercial
Applicator Licensing requirements for more information.

Termite Inspection Report
(Reguired for all rehabiitation and adaplive reuse projects)

A termite inspection repar ulilizing HUD Form MPRA-33 from a licensed pest confrol company
miust be provided as evidence the building(s) were inspected for the presence of termites, and if
found, that the building(s) were freated for termite infestation, Refer to KHC's Termite Control
SenvicesCommerclal Applicator Licensing requirements for more information,

Proof of Lead-Based Paint Abatement and Clearance
(Reguired for projects built paor o 1978 and funded with MOME, NHTF, Risk-Sharng, and
Project-Based Section 8)

A copy of the Certificate of Clearance provided by the abatemant company must ba provided as
proof that the presence of lead has been remediated,

Project Completion Report (PCR)*
(Reguired for projects funded with HOME andior NHTF)

The PCR is required to repart project information, performance measures, final sources of funds
and use of HOME/NHTF funds, and designation of the fixed or floating HOME units at initial
aceupancy. Only the HOMEMNHTF units are shawn on the report, If all HOME/NHTF units have
not leased up at submission, the PCR must be resubmitted until all HOME/NHTF units
have been leased. Tha total activity cost must maich the tofal project cost on the Final Funds
Expenditure Statement.

KHEC will not release the final retainage of HOMESMHTF funds untll after receipt of the completed
PCR and Final Funds Expenditure Statemant.

Final Funds Expenditure Statement”
(Reguired for projects funded with HOME andior NHTF)

The Final Funds Expenditure Statement is a reporting of the final uses of all funding sources. If
twao different funding sources are used for one line item, the amount allocated to each funding
source must be braken cut. The otal project cost must match the total activity cost on the PCR.

Section 3 Report*

(Required for projects funded with HOME, NHTF, andfor Risk-Sharing)

Secton 3 reporting i reguired annually during construction and at project eompletion regarding
any smployment, job training, conbracting and subconiracting opporiunities given 1o low- and very
low-income persons as a result of the HUD funds used for the project. ANl confracts and
subcontracis for projects with combined HUD assistance of 200,000 or more must contain a

clause regarding the Section 3 requirement, Refer fo HUD's Section 3 webpage for more
infermation and guidance,

Minority Business Enterprise/Women Business Enterprise (MBE/WEBE) Report™
(Reguired for profects funded with HOME, NHTF, andior Risi-Sharing)

The MBEMWEE report identifies the confracts awarded to minority and female businesses. The
MEBE section reports the racial classification and number of contracts and the associated amount
awarded to minarity contractors and subcontractors, The WEBE section reports the gender
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classifications and number of contracts and the associaled amount awarded to contraciors and
subcontractors.

11. Equal Employment Opportunities Commission (EEOQC) Certificate®
(Required for Housing Credit projects with ng KHC HOME, NHTF, andfor Risk-Shanng funds)
The EEOC certificate is a repodt cerlifying the contracts awarded o minority- and female-owned
businesses. In addition, developers are required to raport thair efforts to hire minority- and
women-owned businesses,

The MBE (Minaority Business Enterprises) section reperts the racial classification and the number
af contracis and their associaled amount awardad o minorily confractors and subconiractors.
The WBE (Women Business Enterprises) section reporis the gender classifications and number
of contracis and their associated amount awarded fo contraciors and subconfractors.

EECC cerlificates are nod reguired il a Housing Credit project was required 1o submit the
MBEMNVEE report due to KHC HOME, NHTF, or Risk-Sharing funds.

12. Kentucky-Based and Disadvantaged Business Participation Certification®
Applicants who pledged the participation in the project of Kentucky-based and/or disadvantaged
businesses must complete and submit the cerlification form for each participating business, along
with an executed copy of the contracl or invoice evidencing their paricipation was for at least
$1,000 in materials or sarvices. If the business was not previously identified at application, a copy
af the appropriate certifications must also be provided with the complated form(s).

13. Copy of Most Recent Property Tax Bill
(Required If KHC wil be escrowing for taxes)

A copy of the most recent proparty tax bill will be used o astablish the amount o be collected and
placed in the escrow account for future property tax bills.

14, Final Property Insurance Declaration Page

Declaration page from the final property insurance paolicy is required if KHC has a mortgage on
the property or will be escrowing for insurance. The annual premium amoumnt will be used to
establish the amount that needs to be collected and placed in the escrow account for future
insurance bills. KHG must be listed as an additional insured on the policy. Owners may remove
canstruction insurance from the property once construction is complete and the proparty
insurance is in place,

15. Copy of Management Contract
(For projects utiizing a8 management company)

A copy of the management contract between the owner and the management company |s
raquired for compliance moniloring purposes.

16. Operating Deficit Reserve/Reserve for Replacement/Tax and Insurance Escrow
Certification*
Owners must provide the cenification if not submitted at the pre-closing stage or if it has changed,
an updated copy must be provided. All applicants must certify that Operating Deficit Reserve and
Reserve for Replacement accounls have been established and identify the banking institluton and
amount of the resarve accounts. Owners must also identify where the tax and insuranca escrow
accounts will be held,
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17. Final Cost Certification
(Required for prafects wtilizing Risk-Sharing or NHTE)

Upan complation, an independent Cerlified Public Accaunting firm shall submit a cost carification
af all development costs, including a cost breakdown by building and a sources and uses of funds
statement. Construction hard costs must be based on a schedule of values using CS| format.
MNHTF regulations reguire that the cest certification be recelved at KHC no later than 120
days from the date of the final draw.

For Risk-Sharing projects, the cost cerlification will be used to determine the maximum insurable
mortgage, A closing date will not be scheduled until the cost cerification has been approved.

Apphicants are also required o enter the construction cost breakdown from the final cost
cartification into the UFA system under the “other actions”™ dropdown menu. Full instructions for
completing this requirement can be found in the FAL section of the UFA,

18. Building Addresses for All Buildings
The exacl streel address, city, and zip code is required Tor each building.

19. Marketing Quality Photos of the Property

Tao help promate the successes of the housing programs KHC administers, markefing quality
phatos of the completed project must be submitted, including:

= property signage,

= building exteriors,

» amenities,
« Ccomman spaca, and

o interior of a bypical unil{s)

KHC may use these photos in reports, promofional materials, or other documents; thersfore, it is
imperative that the quality of the photos be suitable for these purposes. Please submit photos
that represent your project in the best possible way and that you would be proud to
feature on a website, in national publications, award submissions, etc.

20. AHTE/SMAL Close Out Form®
(Required for projacts funded with AHTF or SWAL)

A separate close out form must be completed to verify the total amounts of AHTF and/or SMMAL
funds expended for the project,

21. Executed Housing Assistance Payments (HAP) Contract

For projects proposing new project-based voucher rental assistance, a copy af the fully execuled
HAP contract must be provided. This includes the termination of any axisting HAP conbract for
project-based wouchers and execution of 3 new contract between the public housing agency and
the project owner.
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CHAPTER 9: Land Use Restriction Agreement and 8609 Stage

Aftar the construction completion'placed in sarvice stage has been submitled and approved, owners of
Houwsing Cradit projects must submit the following additional documentation to obtain the Land Use
Restriction Agresment (LURA) a5 well as the IRS Form{s) 8504 no later than 4 manths from submission
of the project completion/placed-in-service slage. Late submission of the LURAIBG0S stage will incur
penalty fees as outlined in Chapter 1 and may result in a capacity deduction in future funding
rounds.

Due to the Thanksgiving and Christmas holidays, projects that will require issuance of the LURA and
H609 befare the end of the calendar year must have all documentation submitted by Movember 1,
including approval of the construclion compleboniplaced in service stage.

KHC will prepare the LURA using the information provided and will be mailad to the owner for signaturs
and recording, Onee it is refurmed, the original IRS Form(s) 8609 will be mailed to the owner for both the 4
percent and 9 percent eredil allocated 1o each building. The LURAMSE09 stage will not open in the UFA
system until KHG has received and approved all of the required construction completion
documents. |ssuance of the B608s may be delayed if all required project completion documents have not
been submitted and approved, and'or if the project has not successfully passed a final inspection by

KHC. At a minimum, owners shoukd anticipate at least 30-80 days for KHC to completa the LURA and
8600 process,

‘When completing Part || of the IRS Form{s) 8609, project owners must ensure that they elect the
same Income set-aside (20/50, 460, or Average Income) as is roted in the LURA. Failure to do so
may result in a penalty fee and/or a capacity deduction In future funding rounds.

The following documentation is required at the LURABEDD stage.

1. Final Cost Certifications {Owner and Contractor)

Upon complation, an independent Certified Public Accounting firm shall submit a cost cerification
af all final development costs, including a cost breakdown by building, as well as other costs
incurred. All costs must be separated between land, syndication activities, and project
deprecliable costs. Construction hard costs must be based on a schedube of values using CSI
farmat. All cost certifications must be prepared in accordance with KHC's Cost Cerlification
Guidelines. Cost certifications should not be dated prior to KHC's final 100 percent construction
inspection and submission of the construction completion/placed-in service stage in LIFA,

Applicants/owners ane also required to enter the conslruction cast breakdown from the final cost
astimate inta the UFA system under tha “other actions” dropdown manu. Full instructions for
completing this requiremeant can be found in the FAQ section of the UFA,

2. Building Information Grid*

Project cwners must complate the building informafion grid with the exact address of each
building and the periinent characteristics of each building, including a breakdown of the
acquisition eligible basis and constructiondrehabilitation eligible basis attributable 1o each building.

3. Updated Final KHC Underwriting Model

An updated version of KHC's final underwriting model that reflects the final sources and uses of
funds must be provided. The scurces and wses must agree with the final cost certification.
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6.

9.

Owner Certification of Federal, State or Local Subsidy*
The owner must sign and submit a Certification of Federal, State or Local Subsidy,

Title Insurance Policy

An owner's or lender's title insurance policy for the property must be submitted. The information
in the tithe policy provicded will be used 1o determing If thene are other lenders that will be reguined
1o sign the LURA.

Title Endorsement or Attorney Opinion Letter

An endorsement to the title or a titke atlormey's opinion ketter that updates the tithe from the time of
the policy 1o the dale of the BB03LURA requast must be submilted. The endorsamant or
attormey’s letier must be dated no more than 15 days from the date of the BE0S/LURA request.

. Tax Information Authorization Form B821*

Prior o the issuance of the IRS Formis) BE09, owners must submii a signed Form BE21, Tax
Information Authorization, to the IRS with a copy fo KHC.

Certification of Sources & Uses Form*

A completed Certification of the Sources and Uses form signed by the owner and
syndicatorequity provider must be submitted,

Architect's Final Form G702/G703

An architect must complete the Certificate for Payment (AlA G702) and Continuation Sheet (ALA
GET03), which breaks the contract sum into portions of work in accordance with a schedule of
values utilizing CSI format

10. Resolution/Consent Authorizing Execution of the LURA

Provide a resclution or consent, as appropriate, indicating that the individual executing the LURA
has authority 1o do 30, A resclution or consent authorizing the individual 1o execute all documents
rekevant to the ransaction may be provided, but is subsject to review and acceptance by KHC.,

11. Updated Organizational Documants

If any changes have been made since the preclosing stage, the owner must provide an updated
organizational chart and governing documents of contralling entilies and include the current
annual raport from the Kentucky Secretary of Stale weabsita for each entity within the ownership
struciure.
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CHAPTER 10: Funding Sources and Requirements

The following program requiremeants are not intended to ba an all-inclusive list of all requirements of each
program, but are intended for guidance and information when selecting a funding source. Contact your
program specialist with any questions,

Special notes applicable to all KHC funding sources:

All projects invelving current lenanls (regardiess of whelher or nol the lenants will be relocated)
must submit a relocation plan. Documentation that the applicable relocation nofices have baen
provided to the tenants will be required.

Each KHC funding source may require a separate deed restriction to be recorded against the
property. The terms of the deed restriction(s) may vary by funding source.

Except for Risk-Sharing loans, KHC funds may not be used to pay any fees, interast, loan
balances, or other amounts due to KHC, unless othenwise approved by KHC,

HOME Investment Partnerships (HOME) Program

HOME funding is considered gap financing only. Applications requesting the entire development cost
in HOME furds will he considered only a5 a last resor.

Eligible applicants for HOME funds are nonprofit and for-profit entities.

All HOME-funded projects are subject 1o all requirements of the HOME Final Rule, as amended,
at 24 CFR, Part 92,

The following local jurisdictions receive a direct allocation of HOME funds. Projects located in
thesa areas are nol eligible 1o apply for KHC-administered state HOME funds and should apply to
the applicabla local jurisdiction for HOME funds.

o City af Owensboro
Merged governments of Lexingion/Fayette County
Merged governments of LoutsvillelJefferson County

The cansortium of the cities of Bellevue, Covingtan, Dayton, Eranger, Ludlow, and
Mewport,

(= = -]

HOME projects must be completed within the timeframes outlined in the funding
agreement.

HOME rental units must be leased in a timely manner, within 3 to § months of project completion.
If the HOME units are nod leased wilhin this timeframe, the project owner andlor management
agant will be required to provide documentation of their marketing efforis to lease the units. Par a
HUD mandate, any HOME units not leased after 18 months will be subject to termination
and repayment of all HOME funds invested,

Eligible rental activities are limited to new construction, acquisition with new construction,
acguisitian with rehabilitation, and rehabilitation of existing rental units.

All HOME-assisted housing must meet KHC, state, and local standards, and the applicable
properly standards at 24 CFR, 92.251.

HOME funds can be used for construction and permanent morigage loans. Refinancing or
acquisilion anly are inelgible uses.
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HOME funds may not be used to fund replacement reserves, operating deficit reserves,
administration costs, stand-alone community buildings, or off-site project costs. HOME
funds shall be used for eligible soft cosis and/or construction costs only, including developer faes,
which are capped at current KHC limits.

The minimum affordability period requirements for the HOME program are as follows.,

o Rehabilitation < $15.000 per HOME unit 5 years
2 Rehabilitation = $15.000 - $40,000 per HOME unil 10 years
o Rehabiltation = $40,000 per HOME unit 15 years

Mew construction or acguisition 20 years

A deed restriction securing the affordability pericd will be recorded against the assisted property.
Even if the HOME loan |s pald off early, the restriction will remaln in effect for the applicable term.

The HOME maximum per-unit subsidy limits apply to rental units. The actual subsidy provided wil
be subject o cost containment and subsidy layering analysis.

All HOME manitoning/reporting requirements apply throughoul the affordability period. All HOME-
funded developments must comply with 24 CFR, Part 92,

HOME funds are provided in the form of an amortizing loan, deferred loan (due al maturily), of a
forgivable loan (forgiven at maturity). Forgivable loans will only be considered for non-credit
projects with nonprofit cwners that demaonstrate the need for such a loan and cannat suppart any
debt service. For HUD 202/811 projects only, KHC may approve the use of deed restrictions in
lizu of a morlgage o secure the HOME loan on a case-by-case basis. Interest rales on lcans are
flaxible and the loan term, at a minimum, must be agual to the required affordability period, but
may not be more than 30 years. Interast will mot be charged during the construction period.

HOME-funded projecis must adhere to the leasa provisions of 24 CFR 82 253 and leases cannot
cantain the prohibited lease terms confained thergin nor require tenants io accept supportive
services as a condition of tenancy. Cwners are required to give tenants 8 minimum 30-day notice
of lease lerminalion oF non-remewal, and anly for sefious oF repaatad violation of ke terms and
conditions of the lease; violation of applicable federal, state or local law; or for other good cause.

An environmental review is required and shall be carried out following the National
Environmantal Policy Act of 1969, and ralated laws, in accordance with 24 CFR, Part 58. The
applicant is responsible for contracting with a KHC-approved Envirenmenial Compliance Service
Provider to perform the environmental review. More information about HOME environmental
reguirements can be found on HUD's websile. Questions regarding environmenial reviews for
KHC-assistad projects should be sant to environmentalreview@ky housing.ong-

Davis-Bacon Act wage rabe requirements apply 1o contracts for the development of 12 or mare
HOME-assisted units. The Davis-Bacon Act requires that workers receive no less than the
prevailing wages being paid for similar work in the locality. Prevailing wages are computed by the
LS. Departrnent of Labor and are issued in the form of a Federal Wage Determination, which
lists each classification af worker an the project and the rales thal must be paid lo each.

Section 3 reporting is reguired for all projects thak recelve a combined total of $200.000 or
maore of HUD assistance (including HOME. MNHTF, CDBG, etc.). HUD published a new Final Rule
at 24 CFR, Part 75 that became effective November 30, 2020.

Covered projects must report information regarding any employment, job fraining, contracting and
subconlracting opportunities given o low- and very low-income persons as a result of the HUD

TG



funds used for the project, spacifically tracking the numbsar of labor hours worked. Reporting is
required annually during construction and at project complaetion. HUD has established bwo
benchmarks for Section 3 compliance:

1. Ableast 25% of the to1al labor hours worked on the project are by Section 3 workers; and

2. Al least 5% of the tolal labor hours worked on the project are by Targeled Section 3
waorkars.

Projects that fail io meet these benchmarks must document the efforts taken to comply in their
Section 3 reporting.

Reler to HUD s Section 3 webpage for more information and guidance.

HOME Financial Requirements

-

Ll

HOME loans (deferred, forgiven, or amortizing) are recourse loans.

For projects of 11 units or less, a vacancy rate of 10% should be projected. and for projects of 12
units or more, a 7% vacancy rate should be projected.

All proposed developments requesting HOME funds are required to provide a minimum of 5%
HOME-eligible match of the tolal HOME funds requested. Match information can be found in

Chapfer 11: Undarwriting Reguiraments.

For units designated as low-HOME thal also receive Projecl-Based Rental Assistance, the
maximum rent may be gither the low-HOME rent or the rent allowable under the Project-Based
Rental Assistance program, provided the temant pays no mare than 30% of their adjusted gross
income toward rent, To achleve a greater cash flow, the Project-Based rents may be more
advanlageous. However, nobe thal this option does not apply 1o high-HOME unils or o wnits
recaiving Tenant-Based Rental Assistance.

Projects with less than five HOME-assisted units must have all HOME wnils occupied by
households at or bebow 0% AMI. Projects with five or more HOME-assisted units must have at
least 20 of the HOME units accupied by househalds at or below S0 ARI,

HOME-assisted projects must designate a proportionate number of units as HOME units based
on the percentage of HOME funds compared o total development cost. If the project has five or
more HOME units, 205 of the HOME units musl be al the low HOME renbincome limil or less,

The remaindar of the designated HOME units cannot exceed tha high HOME rentincome Bmit.

Example: HOME amount requested: 300,000
Divided by total project cost: + £2.000.000
HOME percentage: 5%
Tota! rental unils 30 wnifs
HOME percentage: X _15%
HOME wunits: = & (4.5 but always round up)

If the formula calculales less than five units, then all units may remain at the high HOME rent
lewel. If five or mane, 20% of that amount must be rented at the low HOME rent.

Todal HOME units 5 vnils
¥ _20%
Tortal fow HOME wnifs: =100

{Any fraction af one unit must be rounded to one wnilh
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I this instance, the project must have at least one unit rented at tha low-HOME rant Tha high
and low HOME units must be proporbonately distributed by unit type. Using the example above of
four units at high HOME rent and ane at low HOME rent, the distribution is as follows:

30 fotal wnits:  1-BR units = 12; 3-8R units = 18

The HOME percentage as shown above is 15 parcent. This percentage is applied to aach
bedroom type.

12 X 15% = 1.8, therefore two (2) 1-BR units

18 X 15% = 2.7, therefore three {3) 2-BR umils

®  The subsidy per-unit test determines if the amount of HOME requested s within the required
lirmits. Multiply the HOME units by bedroom type by the applicable HOME subsidy mit.

Example: HOME subsidy limit; -8R 5161,738
J-BR 3254431
Reguested HOME loan: $300,000
Project located in Frankfort
2 (16R) units X §161,738 = $323.476
J(3BR) units X 52544371 = $763,295
Toda! allowable subsidy £1.086,765

The requested $200,000 HOME subsidy does not exceed the allowable limit,

* AL the time of application, the applicant will be required to select “fixed” or “floating” HOME units.

# Fixed: Whan HOME units are “fixed,” the specific units that received HOME assistance,
and are therafore subject fo HOME rent and occupancy requirements, are permaneanily
designated and never changa.

# Floating: When HOME units are "floating,” the HOME units may change ower time as long
as the total number of HOME units remains constant, The floating designation provides
Nexibility in assigning units and can help aveid stigmalizing the HOME-assisled unils.

Rafer to KHC's website, www_kyhousing.org, for the HOME maximum rent and income limits.

Conflict of Interest

No owner, developer, or sponsar of HOME-assisted housing, including their officers, employees, agenis,
ar consultants, may cocupy @ HOME-assisted unit in a development, The provisions do not apply to:

a.  Anindividual recelving HOME funds to acguire or rehatslitate his/her principal residence,

b, Anindividual living in a HOME-assisted rantal housing development whara he'she is a project
manager or a mainienance worker in that
development,

KHC may grant exceptions to this conflict of interest provision ifor governing owners, developers, and
sponsors of HOME-assisted housing) on a case-by-case basks based on the following factors:

« Whether the person recenving the benefil iz a member of a group o class of low-income
persons intended to be the beneficianes of assisted housing, and the exceplion will permit
him or her to receive generally the same interest or banefits as are being made available or
providad to the group as a whole,
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‘Whether the person has withdrawn from his or her functions or responsibiliies or the
decision-making process wilh respect o the specific assisted housing in guestion.

‘Whather the lenanl prolection requirements of CFR 92,253 (prohibited lease lerms,
termination of tanancy, and tenant salection) are baing obsarved.

Whather the affirmative markeling requirements are being observed and followed.

Any ather factor KHC deems rebavant, including the timing of the requested excaption.

HOME Compliance Requirements

If the legal documents betwesen KHC and the project cwner require annual financial
stalements, a compilation of the annual financial staternents for the project only (must not
include ather agency funds/activities, the projact would have its own balance sheet, incomea
statement, and cash flow statament) will be required within 120 days of the end of the project's
fiscal year. This should be a full disclosure compilation or audit conducted by a cerified public
accountant. It should include a balance sheet, profit and loss (income staterment), and
statement of cash flows. If an agency i reguired Lo submit an audit under the Single Audit Act,
OMB Circular A133, KHC will accept the agency-wide audit but may ask for addifional project-
specific informatian if it is necessary to evaluate the stability of the project. Financial
statements must be mailed to KHC s Asset Management Department within 120 days of the
close of the project's fiscal year end. New projects that have bean placed in service must
prowvide monthly reports as required by Assel Management. Failure to submit the required
annual financial statements will be considered by KHC in future funding proposals.

Separate from the KHC requirements, nonprofits and local government applicants that have
expended $500,000 or more in aggregate of federal funds, including HOME funds, during its
fiscal year must procure and have completed annual awdits in the form of CPA-prepared
financial staterments with managemenl letler within 120 days after the close of the applicant's
fiscal year. These financial statermants must include a balance shesat, opearating statemaents,
source and use of funds statement, Schedule of Expenditures of Federal Awards, and
sufficient supporting schedules, Audits must also be conducted in accordance with the
provislons of OMB Clrcular A-133 and the Single Audit Act of 1996, If the applicant has drawn
$500,000 or more of federal funds in their fiscal year, the awdit must be submitbed to the Audit
Clearinghouse. Any agency that has a finding in such awdit must submit a copy of that awdit to
KHC and provide evidence that the finding has been corrected or is being corrected.

Each HOME unit must remain in compliance with HQS throwghout the affordability period.
HQES guidelings are outlined in 24 CFR § 982 401, Owners are respensible for inspecting each
unit anmually and retaining documentation of the inspection in each tenant's file.

Each HOME-assisted unit must ensure continued affordability to low-income families. It is the
owner's responsibility to ensure that the HOME rent limits are nol exceeded for the duration of
tha affordability pariod. If the projact also received funding from Housing Cradits, Historic
Housing Credits, or any other funding source, the most restrictive of the limitations applies.

KHC requires that 100 percent of all HOME-assisted rental units sarve households at or below
&0 percent of the AMI at the time the family moves in, If more than five units are assisted with
HOME funds, 80 percent of the units must be reserved for households at or below 60 parcent
al the AMI and charged the high HOME rent o Fair Markel Rent (FMR), whichever is less,
The other 20 percent of the units must ba resarved for housaholds at or below 50 percent of
the AMI and charged the low HOME rent or FMR, whichaver is less. KHC will update ifs
Multifamily Programs web page each year with the new releases for rent and income limits.
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If residents of HOME rental units are recelving Tenant-Based Section 8 rental assistance, the
applicabla HOME rent limil may be less than the Secton 8 FMR; however, the gross rent may
not excead the applicable HOME rent limit unless the unit is receiving Project-Basaed Section 8

rental assistance, the household is 50% or less AMI, and is designated a low HOME unit.
* When leasing mixed funding projects, owners/managers must assure:
= A sufficient number of units are leased or held available for lease to HOME-gligible tenants
to meet the low- and very-low income targeting reguirements of the program,
» Ranls charged to tenants in the HOME units are within the high and low HOME rent limils
published by HUD.
# [f a project is utilizing both Housing Credits and HOME, the tenant's rent may never exceed

the Housing Credit program limits, regardless of the household's income.

» HOME rents may decrease. While project rent levels are not required fo decrease below the
HOME rent limits in effect at the time the HOME Funding Agreement is executed, a change in
market conditions may force owners to reduce the HOME rents to retain tenants.

= The Annual Performance Report is required yearly for developments utilizing HOME funds
once all funds have been drawn and construction |s completed.

«  Owners must maintain records for five years after the project completion date. Records of
indrvidual tenant income verifications, project rent, and praject inspections must be retained for
ther most recent fiwve-year pariod, until five years after expiration of the affordability period.

» Ownars must provide paricdic reports as required by KHC.

National Housing Trust Fund (NHTF)

MHTF funds are considered gap financing and shall enly be provided as a recourse loan. HUD has
not yel issued a final rube for NHTF program administration; however, intenim guidance is available at 24
CFR, Parts 81 and %3. The MHTF program was modeled afier the HOME program; therefone, KHE will
apply all the HOME regulations to NHTF except for the following:

Affordability Period: NHTF always requires a 30-year affordability period regardiess of activity
type or amount of NHTF investment.

Davis-Bacon Wage Rate Requirements: Davis-Bacon wage rates do not apply.
Incomes to Be Served: The income of the targeted population cannot exceed 30% AMI.

Income and Rent Limits: NHTF utilizes separate income and rent limits which are available on
KHC's website, waw kyhousing.org,

Match Requirement: NHTF does not have a matching funds requirement,

Environmental Review: The environmental provisions for new construction and rehabilitation
that are required for NHTF projects under the Property Standards at 24 CFR § 93.301(f)(1) and
(2) are similar 1o the environmental review reguirements under 24 CFR Part 50 and Part 58 for
the HOME program. HUD has published CPD Nolice 16-14 that pravides guidance on how {o
miaat the HTF environmantal provisions. The Naotice also explains how environmantal reviews
under 24 CFR Part 50 and Part 58 must meet the NHTF environmental provisions when
combining NHTF with other HUD funding sources.

Projects combining NHTF with HOME or other federal funds must complete a separate
environmental review process for each source of funds. More information on environmental
raquirements for NHTF funds can be found an HUD's websile. Emvirenmeantal review quastions

for KHC-assisted projects should be sent o anvironmentalreview@kyhousing.org.
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Affardable Housing Trust Fund (AHTF)

AHTF funds are considered gap financing only.

Eligible applicants are nonprofit organizations.

The nonprofit organization must be at least 51% of the ownership entity and materially
participate in the project for the term of the lean.

Monpraofits must be registered and in good standing with the Kentucky Secretary of State.

Manprafits may not be affiliated with ar confrolled by any for-profit entity and one of the
axempt purposes of the nonprofit must include the fostering of low-income housing.

Manprafits must meet the criteria defined as material participation in IRC Section 469(h) if
comBbining AHTF with Hausing Credils.

Eligible activities include acquisition/new construction, acqguisition with rehabilitation, amndfor
new construction of very low-income rental developmenls. AHTF funds have three priarities:

1. Maw consiruction projects.
2. Projects using existing privately-owned housing stock.
3. Projects using existing publicly-owned housing stock,

The: affordability pericd for rental projects is 30 years, A deed restriction will be recorded
against the property 1o secure the affordabllity period. If the AHTF loan Is pald off early, the
recorded deed restriction will remain in affect.

KHC shall require at least 40% of all ARTF funds 1o be used for rural areas, as required in
KRS 198A_720.

Ir combination wilh the above activities, owners can use AHTF Lo fund upfront services Lo
residents, including budgeting and life skills developmeant, homeownership counseling, tenant
education, and self-sufficiency development. However, ongoing support services to keep
clients in housing are net eligible activities,

AHTF funds are provided in the form of an amortizing loan, deferred loan (dus at maturity) ar
a forglvable loan (forglven at matwrity). KHC will consider forglvable loans only for projects
with thal demonstrate the nead for such a loan and cannol supporl any dabl sarvica.

Preference will be given 1o projects serving households below 30% AMI. However, AHTF
may serve households up to 0% AMI. Owners can refer to the AHTF Income Chart to find
the maximum income limits used for the AHTF program. This chart can be found on the

Multifamily Underwriting Resources page of KHC's website, under the Income, Rent,
Subsidy. and Cost Contalnment Limits dropdown,

‘While there are no published rent limits for AHTF, the proposed rents should be proportionate
with the income level being served, unless rental assistance s being provided. Since there
ara no published AHTF rant limits, the HOME rent chard should ba usad as a guide.

AHTF Financial Requirements

AHTF loans are non-recourse.

The amaunt of developer fee (including any fees for consulling services) paid for with AHTF
funds cannol excead 7.5 percent of the tolal AHTF award for the project.
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Interest rates are flexible and start at zero percent. KHC will not charge interest during the
conslruction period.

Loan terms shall not excesd 30 years,

For projects of 11 units of less, a vacancy rate of 10 percent should be projected, and for
projects af 12 unils or more, a 7 percent vacancy rale should be projectled.

AHTF Compliance Requirements

If a progect Is receiving AHTF only, the ownerfmanager must verify and document the lenant's
income at inilial mave-in and to recertify the tenant's income annually to determine that the
rent being charged is affordable as comparad to the population being served. (Although not
required, the industry norm to define affordability is 30 percent of a household's monthly
income). The Section 8 method for verifying income is not required for AHTF-only projects,
but the same verification method must be used for all lenants.

If the: legal documents between KHG and the project owner reguire annual financial
slatemants, the praject would be required lo submit compiled annual financial statements
within 120 days after the and of the project’s fiscal year. These statements must be prepared
by a third-party certified public accountant and sent fo KHC's Asset Management and
Compliance Department. Failure to submit the required annual financial statements will be
considerad by KHC in future funding proposals.

Owners musl provide perodic reporls as required by KHC,

Small Multifamily Affordable Loan (SMAL) Program

Eligible applicants may be nonprofit organizations, for-profit entities, and wnits of local
govarnment.

SMAL can be used for construction loans and/or permanent morigage loans. Interest rates
are the same for bath construction and permanent financing.

Projects cannot excesd 11 units. The total number of units on contiguous lats may not
exceed 11 units,

Eligible rental activities are new construction, substantial rehabilitation, acquisition/new
construction, and acquisition with rehabilitation,

SMAL funds cannat be used for refinancing.

Eligible households must have incomes at ar below 120 percent of the Section & area median
ineome (AN limits,

Remnts for the project should not exceed the lesser of the SMAL rent limit, the project area's
market rent, or 30 percent of the income level of the targated population.

ShAL funds must be combined with KHC HOME or AHTF funds.

When combining SMAL funds with other KHC loan funds, the amount of the SMAL loan may
net b less than the amount of the HOME andior AHTF loan, as applicable. The maximum
HOME and AHTF loan reguirements still apply.
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SMAL Program Financial Requirements

= SMAL loans are recourse loans.

= The maximum loan amount requested cannot excead 90 percant loan-to-value or the loan
amount suppored by a 120 DGR In year one (whichever is lower). The DCR must remain at
or above a 1.0 throughout the affordabilily pericd.

« Applicants may nol nequest an interest rate lower than 3.5 percant. KHC will determine the
rale the project can suppart.

*  Inlerast-only payments will be due during the term of the construction pariod,
o Theterm of the loan shall nol exceed 30 years.

o A deed restriction will be recorded against the property for the life of the loan. If the SMAL
loan is paid off early, the deed restriction will remain in effect for the arginal tarm of the loan.

¢ KHC will charge an origination fee of 1 percent of the morigage amount 1o be paid at closing.
«  The vacancy rale for this program will be projected at 10 percernl.

«  Owners must keep supportive services separate from the housing component and income
from services cannal be used 1o pay debl service.

& The pro-rata share of SMAL to the tolal development costs determines the number of units
that must meel the SMAL incomsa and rent requirements.

Example: SMAL loan: H500,000
Total project cost: +  FA00,000
SMAL percentage: 62.5%
Tatal rental wnits; 11
SMAL Percentage: x  B25%
SMAL units: = 6.875 {always round up)

The number of required SMAL units would be seven (7).

Refer 1o the SMAL Rent and Income chart for the maximum rent and inceme limits for this program.
Thess can ba found on KHG's website, www. kyvhousing org.

SMAL Compliance Requirements

Owners must submil annual compiled financial statements, on the project only, te KHC within 120 days of
the end of the project’s fiscal year. The compilation shall be prepared by a third party certified public
accountant in accordance with generally accepted auditing standards and govemment auditing
standards. Owners must provide periodic reports as reguired by KHC. Refer to KHC's website,
wiww_kyhauging.org, for additional requirements.

Risk-Sharing

Risk-Shanng iz a mortgage insurance program inwhich the risk is shared between KHC and HUD. There
are two approval levels. As a Level | participant, KHC would share in 50 percent of the risk with HUD. As
a Lewel Il participant, KHC would share in 25 percent of the risk with HUD.

Regquirements for the Risk-Sharing program are:
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Multifamily projects must be five units or more.
Risk-Sharing may only be used for permanent loans. Construction financing is ineligible,

Risk-Sharing funds must be used in conjunction with the Low-Incoeme Housing Tax
Credit Program.

Elgible applcants are nonprofit and for-profit entities.

Eligible rental activities are limited 1o new construction, acquisition with new construction,
acguisiton with substantial rehabilitation, substantial rehabllitaticn, and adaplive reuse.

The ownership muest be in the form of a single-asset entity. Each principal, as defined in
Chapler 4 of tha HUD Handbook 4590.01 REV-1, mus! disclese all past participation in HUD-
FHA programs (except single family home morbgages) and tha nature of thair proposed
project, by completing the HUD 2530 form (FDF wersion) or through the Active Pariners
Performance System (APPS). Limited liability investor enfities associated with the project
must complete the Identification and Certification of Eligible Limited Liability Investors form
and upload with the project’s technical submission documents.

All projects must qualify as affordable rental housing and meel cne of the fellowing:

¥ 20 percent or more of the units must be both rent-restricted and occupied by persons
whose income 13 50 percent or less of the AMI as determined by HUD, with
adjusiments for househald size; or

# 40 percent or more of the units must be both rent-restricted and occupied by persons
whose income is 60 percent or less of the AMI as determined by HUD, with
adjusiments for household siza.

“Rent-restricted” means that gross rent for a unit doas not exceed 30 percent of the imputed
limitation applicable to such unit.

"

#  Because the Risk-Sharing Program does not have published rent and income limis,
the Housing Credit rent and income limits are used.

The affordability period shall be equal o the term of the Risk-Sharing loan and secured by a
deed restriction recorded against the property for the affordability parnod. If the Risk-Sharing
loan is paid off early, the recorded deed restriction will remain in effect.

An environmental review is required and shall be carmied out following the Mational
Environmental Policy Act of 1969 in accordance with 24 CFR, Part 58, The borrower is
responsible for contracting with a KHC-approved Environmental Compliance Service Provider
1o perform the raview.

Lean proceeds fram the Risk-Sharing closing cannot be disbursed until KHC has received the
recorded loan documeants and final endorseament of the lean from HUD.

The Davis-Bacon Act wage rate requirements apply to new construction and substantial
rehabilitation projects of 12 or more units when the Risk-Sharing Program is used for
construction financing. Because KHC only offers Risk-Sharing as permanent financing,
Davis-Bacon requirements do nat apply.



Risk-Sharing Financial Requirements

-

The maximum loan amount cannot exceed 52,000,000,

The maximum loan ameunt requested cannot exceed 90 percent loan o value, as
determined by the appraisal during the technical submission stage.

The koan term may be up 1o 40 years,

Loans must be amortized over the term of the mortgage
The mortgage must be in first lien position.
Risk-Zharing loans are non-recourse loans.

Risk-Sharing loans must have & minimum debt coverage ratio of 1,25 in year one and must
remain positive through year 15,

For projects of 11 units or less, a vacancy rate of 10 parcent should be projected and for
projects of 12 units or more, & 7 pereent vacancy rate should be used

Risk-Sharing funds may not be used to pay any portion of the developer fes,

A monthly Mortgage Insurance Premium (MIP) of 0.5 percent will automatically be calculated
in the undenstiting model

Applicants should assume a taxable interest loan rate, exclusive of MIF, subject to market
changes.

KHC will maintain and control the reserve for replacement (R4R) and tax and insurance
BECrow accounts.

Risk-Sharing Compliance Requirements

All projects must be audited annually in confarmance with the HUD Censolidated Audit
Guide. Audits must be submitted to KHC no later than April 1 of the following year.

All Risk-Shaning boan documents will include a regulatory agresment.

Risk-Sharing projects must adhere 1o all compliance monitonng procedures.
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CHAPTER 11: Underwriting Requirements

Requirements for Underwriting

Faollowing is a summary of some of the criteria KHC will consider when underwriting the project. This list is
notl intended to be all-inclusive and KHC may review and require documentation on any faclor from amy
funding sourca that may have an impact on the projact's budget and financial performance.

1.

10.

11.

KHC may modify the amounts and terms of any KHC resources requested based on its
analysis of the project’s underwriting model and supporting documents, ingluding the
appraisal.

KHC amortizing, permanent loans shall have monthly debl service payments. HOME, NHTF,
and AHTF loans do not accrua intersst during the construction period.

SMAL and Risk-Sharing loans will be amortizing loans.
HOME, MHTF, and AHTF leans may be structured as amortizing or deferred, dus-at-maturity

Forgivable HOME, NHTF, or AHTF loans will only be congidered for projects with nonprofit
awnars that demonsirate the need for such a loan and cannot support any debl service,

KHC funds will be in first lien position unless otherwise approved prior to closing.

The maximum combined loan o valee (CLTV) ratic may not exceed 100 percent for all
permanant loans, as determined in the appraal. Please note that changes to the
amounts of any KHC or non-KHC funding source are subject to a secondary appraisal
review and KHC resources may be adjusted downward accordingly.

To ensure that governmental assistance is provided only in an amount to make the project
financially viable, KHC will conduct a subsidy layering review on all projects when there is a
combination of any of the follewing Tunding sources: HOME, NHTF, Risk-Sharing, Houwsing
Credits, or new Project-Based Section 8 (including project-basad vouchers). Refer o tha
Subsidy Layering Review section for more information,

The construction contingency may not exceed 10 percent of tatal construction hard costs,
excluding property acquisition. Applicants not reguesting a contingency must explain the
ralionale and is responsible for the cost of any change orders ooourring during construction.
Far mew construction projects, contingency should always be less than 10 percant (in most
cases, less than § percent). For rehabilitation projects, the contingency should generally be
minimized by in-depth studies and evaluations that should be conductad as part of the
developer's due diligence in preparing the application.

Tha construction contingency is set aside for unforeseen cost overruns. To draw
contingency funds, a change order must be prepared and approved by both the inspector and
plan reviewer at the time the change is deemead necessary. Change orders submitted after
the work Is complete will not be approved. KHC will recapiure any unused contingency funds
and modily the lean decuments accordingly. Soft cost contingencies are not allowed.

The required DCR in year one must ba a minimum of 1.20, excepl for Risk-Sharing projects
which must achieve a minimum 1.25 DCR in year one, All projects must maintain a DCR of
1.10 or greater through year 15. Housing Credit only projects must adhere o the DCR
requirements established by an investar or governmaental entity if the investor or
govarnmeantal entity accepts a lower DCR, which must be reflactad in either the syndication
agreamant or documentation from the governmeantal entity. In addition, the investor or
governmental entity must provide its 15-year proforma. Projects requesting KHEC funds
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12

13.

14,

15.

16,

17.

18.

must maintain positive cash flow (1.0 or greater) through applicable term of
affordability.

All projects with declining cash flows and DCRs that are approaching a DCR of 1,10 in or
before year 15 must provide an explanation and documentation that sufficient funds will be
available 1o supporl and maintain the praject for a minimum of 15 years.

Far all Housing Credit projects, the maximum amount of credit for which the project is eligibla
is the lesser of the equity gap test, the credit par unit test, or the qualified basis test, as
calculated on the "Haousing Credit” tab of the KHC underwriting model.

Housing Credit projects proposing a gualified Community Servies Facility (CSF) must be
located in a Qualified Census Tract (QCT). The eligible basis atiributable to the CSF cannot
excead 25 percent of the project’s total eligible basis (without any basis boost) and the total
project development cost cannot exceed $15 million. The costs associated with the CSF must
be Remized on a separate uses statement contained within KHC s underwriting model and
thosea costs will nod be considerad in the cost containment calculation.

Projects containing commercial space must itemize the associated commercial space costs
an a separate uses statement contained within KHC's undenwriting model and those costs
will ot be comsiderad in the cost containment calculation. Cwners may not use KHC
resources io pay for any costs assocliated with commerclal space.

Applicants must allocate any project-related fees or soft costs associated with a C5F or
commercial space on a pro-rata basis, or the actual amount of the soft cost, if it is specific to
the space. A disproportionate share of fees and saft costs may not be allocated to the CSF or
commercial space for the purpeses of adhering o the cost containment limis.

KHC has published historical operating expense data by county for projects in KHC's
portfiolio. The proposed operating expenses must be supported and fall within 31,000 +/- of
KHC's most current historical per unit, per year calculation (excluding ufilities) for the project
cownty. Apphcants must provide a justification for expenses cutside either of these ranges. If
the counly does not have historical data, applicants should wse the data of a similar
neighbaring counly. Applicants musl enter the counly ulilized and the amount of the mast
current historical expense data, excluding wutilities, on the expenses page of the underwriting
model, The operating expense database is located on KHC's website, www kyhousing org,

Management fees should be comparable 1o market fees and should not exceed 8.5 percent
of effective gross income. Smaller projects andlor special needs progects, which may reguine
a fee higher than 8.5%, must provide justification for the higher percentage and receive
appraval from KHC.

Housing Credit Per-Unit Limits

The maximum annual Housing Credit allocation for all projects, excluding Tax-Exempt Bond projecis with
4% Housing Credit, cannot exceed the amount as determined by the per-unit limit caloulation,

Urban Areas (Fayetie, Jefferson, Boone, Campbell, and Kenton Counties)

The Housing Cradit allocation for projects located in urban areas will ba limited to 515,000 per Housing
Credit unif except for projects located in QCTs or DDAs, as designated by the secrefary of the U5,
Department of Housing and Urban Development; Choice Neighborhoods; historic/adaptive reuse projects;
new construction projects located in areas of apportunily; or projects located In areas defined by KHC as
neading an increase in basis, which will be limited 1o 519,500 per Housing Credit unit.
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Balance of State {Any area outside of the urban counties is considered balance of state)

The Housing Credit allocation for projects located in the balance of state areas will ba limited to $17,000
per Housing Cradit unit except for projects located in QCTs or DDAS, a5 designated by the ULS
Department of Housing and Urban Develcpment; hislonc/adaptive reuse projects; projects located in the
Pramise Zone counties (Bell, Clay, Harlan, Knox, Leslia, Lelcher, Perry and part of Whitley); or projects
located in areas defined by KHC as needing an increasa in basis, which will be limited to $22,000 pear
Hausing Credit unit,

Balance of State Example:  Subsidy limil: 317,000
$22.000 {if in a DDA, QCT, or other KHC-defined area)
A0 total units, not in any of the bonus areas

40 % $17,000 = $680,000

Housing Credit Limit with 130 Percent Basis Boost

Modifications to Definition of Eligible Basis (130 Percent Rule, Qualified Census Tract, Difficult
Development Area and Areas Defined by KHC)

The IRS stipulates cerlain areas as (CTs and DDAsS. These areas are designated as areas that ara
difficult to develop or are defined as census fracts in which 50 parcent or more of the housaholds are at-
ar-below 60 percent of the area median income, as well as cansus tracts with a poverty rate of 25 percent
ar higher.

The Housing and Economic Recovary Act of 2008, H.R. 3221 ([HERA), provides state Housing Credit
agencies the ability o enhance the credit to any building as needed io be financially feasible.

KHEC will allocate and undersrite Housing Credits at the fixed 9.00% and 4.00% credit rates. All 9 percent
Housing Cradits projects are eligible for the 30 percant basis boost as deemed nacessary in the sola
discretion of KHC. Howewver, Tax-Exempt Bond projects with 4 percent Housing Credits must be located
ina QCT or DDA ta qualify for the basis boost and acquisition basis is not eligible for the boast,

Al issuance of IRS Form(s) 8609, KHC will only apply the amounl of boost necessary to supporl the credil
allocation (up to a maximum of 30%); no additional boost will be granted. In tha event the agreemant
between the owner and the invesior contains downward adjuster language, it is the owner's responsibility
to cover any shortfall in equity that may result from downward adjusters,

Qualified Census Tracts (QCTs) and Difficuft Development Areas (DDAs)

The current listing of QCTs and DDAs can be found on HUD's website. KHC will utilize the most current
listings in effect as published by HUD,

Community Service Facilify

A Community Service Facility {C5F) is a space that can be used for purposes to improve the quality of life
for community residents including, but not limited to, child daycare, senior programs, and job fraining
provided such services are appropriate and helpful o low-income individuals in the project area. & CSF |s
defined as a facilily o primarily serve low-income individuals in the communily whose incoma is 60
percent or lass of area median income. Use of the C5F may not be limited to project residents only; it
must be available to any low-income individual in the community. The CSF must be located on the same
tract of land as at least one of the buikdings in the project, If fees are charged for services provided, they
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must be affordabla to individuals whose income s 60 percant or less of area madian incoma.

Housing Cradit projects utilizing & CSF described under IRS Revenue Ruling 2003-77 may be entitled fo
include the costs associated with a CSF in the calculation of the project’s total eligible basis. The Housing
and Economic Recovery Act of 2008 increased the percentage of the CSF eligible basls with respect o
which the Low-Incame Housing Tax Credit may be claimed. Mo additional credit is awarded for the CSF
because the eligible basis attributed to the C5F cosis is included in the project’s fotal eligible basis.

Housing Credit projects propesing a CSF must be located in a QCT. The eligible basis atiributable fo the
CSF cannol exceed 25 percent of the project’s total eligible basis (withoul any basis boost), and the Lotal
project development cost cannot exceed $15 million. The costs associated wilh the CSF must be broken
out on a separate Uses Statement within KHC s underwriting model and those costs will not ba
considered when ensuring a project is within KHC s cost containment limits, This provision is limited to
buildings located in QCTs only.

HOME & AHTF Match

Owners must secure a minimum of 5 percent match for KHC HOME and AHTF funds.

For AHTF funds, any non-KHC financing scurce may be eligible, incleding, but not limited o

= Private bank financing «  Gap financing from any non-KHC

+ Donated materials, labor, or services source

«  ‘Waived or reduced fees or taxes +  Owner equity

KHC funds, or funds administered by KHC, cannot be used to meet the match requirement.

Eligible match saurces for HOME funds must be parmanent, non-federal cantributions as follows:
= Cash contributions. Excludes proceeds from Housing Credits and any ather owner eguity.

« Donation/below-market sale of real property. To document the value of property donaled
orf sold al below market value, it muest be appraised by an independent, cerlified appraiser in
conformance with established and generally recognized appraisal practices and proceduras.
If the: property will not be donated but will be sold for below-market value, the match amount
is the difference between the appraised value and the sale price of the property and must be
documented with a copy of the appraizal and a copy of the purchase contract A statement
musl be attached frem the owner/seller staling that the properly was donated or sold for
below-market value as a contribution to affordable housing.

= Donated construction materials. The letter of commitment must include the mathod of
calzulating the value of donated materials and documentation of its actual cost,

# Volunteer labor. Valuad at $10 per hour unless classified as professional’skilled labor, such
as electrical or plumbing, which may be valued at documented market rate, For projects
proposing skilled labor, document the current market hourly rate and method of calculation.
For projects propesing unskilled valunleer labor, allach a letter from ihe coordinating
woluntear agancy (church group, civic group, etc.) stating the commitment, including tha
number of hours, when volunteer labor will be performed and cost per hour. Note that there is
a maximum of 3,500 hours per unit for volunteer labor and actual hours worked must be
documented, Voluntesr labor from thi cwner, of related parties of the owner, 15 ot eligible.

«  Waived fees and taxes. If a project participant (ather than the developer/owner) of local
jurisdiction agress to waive or reduce a cuslomary fee or tax associated with the project, the
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devalopar may secure a letter from the provider thal identifies the customary amaount of the
fee or tax and the amount to be waived or reduced. If a local property valuation assessor
{PWA) agrees to reduce the propenty taxes based an the restricted rents versus the market
value, the nel present value of the tax reduction |s match eligible. The PVA must prowvide a
latter staling what the market rate laxes would be and what the reduced tax bill will be based
an the restricted rents, along with a calculation of tha net present value of the tax savings.
The net present value of the difference between the tax rates may be counted as match.

Ineligible HOME Match Sources

« Donations of equity, cash, real property, goods, materials, labor, services, fees, or any other
canlributions that ariginate from the project owner, or any entity in which the owner (or
any member of the ownership entity) has an identity of interest.

» Contributions paid for or reimbursed by a federal source.

» Any expanses funded with CHDO procaeds are ineligible because CHDO proceads ara
derived from HOME funds.

Refer to HUD CPD Matice 97-03 for more detailed information,

I uique circumstances, KHC may waive the match requirement if no eligible match can be securad and
the developer can document thelr efforts to secure eligible match.

Subsidy Layering Review

A subsidy layering review (SLR) will be reqguired on all projects that receive, either directly o indirectly,
financial assistance from the U.S. Department of Agrcullure Rural Developrment (RD) or the U.S,
Dapartment of Housing and Urban Developmant (HUD). KHC is required to follow guidelines astablished
by RD and HUD with respect to the review of the financial assistance provided to the project,

The subsidy layering review will include a review of the amaunt of other governmental assistancs, the
amount of aquily capital contribuled to a project by investors, and a review of project costs including
developar’s fees, consultant fees. contractor's profit, syndication costs, etc. Refer to the

Compliance Checks tab of the underwriting model for additional subsidy layering requirements.,

Projects combining new Projeci-Based Rental Assistance with cther federal furding sources are required
by HUD to complete a SLR. The public housing authority (FHA) that provides the rental assistance must
complete the SLR; however, if a local PHA wishes to have KHC complete the SLR, the PHA must submit
a written request to KHC, along with additional documentation as required by HUD,

Projects subject to a HUD subsidy layering review must meet all the HUD safe harbor limits (as noled
an the Compliance Cheacks tab of KHC s underwriting model}, with no exceptions.

The PHA is also responsible for ensuring that the applicable environmental review is completed before
submitting the subsidy layering reguest to KHG. The PHA must also provide 1o KHG a copy of HUD's
approval lo antar into tha AHAP.

Please note, KHC will mot perform the SLR or submit it to HUD until final underwriting has been
approved at the preclosing stage.
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Market Studies
KHC maintains an Approved Market Analyst List from which developers must select an appropriate firm,

The markel studyineeds analysis will be reviewed 1o determine if a need exists in the proposed market
area for the number of unils and the unil configuration. This nead must exist withoul adversely affecting
ather affordable housing in the same market area.

A markel studyineeds analysls is only walid for six months from the date of the study/analysis, All market
sludies must adhere o KHC's markel study requiremeants. Markel analysts submitting a report that
materially fails lo comply with KHC's requiremeants or is otherwise unacceptable may, at the sola
discretion of KHC, be removed from the list.

If more than ome progect in a given jurisdicion is awarded Housing Credite andior other KHC resources,
KHC may requira the lower scoring projects to update the project’'s market study o consider the athar
projects funded in that jurisdiction and any impact on the market's need for the units proposed in their
project, Updated market studies must be submitted to KHC within 60 days of the preliminary award letter,

Applicantsdevelopers will enter into a contract for services directly with the market analyst and, except for
questions aboul KHC slandards andior requirements, the applicant/developer shall be responsible for
handling all isswas related to the market analysis, including negotiating the price of the contracted work.
Although the applicant’developer is responsible for engaging the market analyst, the repart shall identify
KHC as the intended user to provide KHG a basis for investment and loan underariting decisions.

The caplure rate will be one method of determining market reed, but will not be the only Tactor. Overall
vacancy rates in the area will be considered, as well as the rent level being proposad and haow it
compares to market-achievable rents. The overall recommendation of the market analyst will also be
considered. Typically, a capture rate of 30 percent or below is acceptable, If the capture rate is higher,
there may be compensating factors that would make the project acceptable. These determinations will be
made on a case-by-case basis.

The market study must provide the required information for the scoring categories applicable to the
project and identify the suppaorting information as indicated in the scoring workbook, Portfolio transactions
musi submit & separate market study for each property,

Appraisals

Applicants must submit an appraisal from a KHC-approved appraiser when KHC's total loan amount
{including due at maturity and forgivable loans) is $250,000 or more, KHC may request an appraisal on
any project ublizing KHG funds,

s Appraisals ordered for another lender of from a non-KHC approved appraizer are nol accegtable,
however, the KHC appraisal may authorize another user of the KHC appraisal.

«  Appraisals must entify KHC as the intended user and adhere to KHC's appraisal reguirements,
including recognition of the favorable financing wvalue of any below-market subsidy financing;
howewver, the financing must be an arm's length transaction,

# The acquisition cost on the underwriting model cannot excead the appraised value of sites to ba
acquired and the appraised value of lzased sites cannat be applied to the acquisition cost of
purchased sites,
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+ Anappralsal Is only valid for one year from the date of the appraisal, All appralsals must adhere
to KHC s appraisal requirements. Appraisers submitting a report that materially fails to comply
with KHC's requiremeants or is otherwise unacceptable may, at the sole discretion of KHC, be

removed from the list,

= Housing Credit projects requesting acquisition credit must provide an appraisal with the “as-is”
market value of the building o support the building basis, and a separate site value for the land.

+  Appraisals for Housing Credit only projects (no KHC funds) do not need 1o meet KHC's appraisal
guidelines in regard to farmatting and kayout of need 1o be ardered from a KHC-approved
appraiser, however, the appraisal must provide a separate value for the land and name KHC as
an intendad user.

= Any varations from KHC's undarwriting standards usead in the appraisal must be approved by
KHC during the application stage.

= |f a second appraisal is obtained for another funder, KHC must receive a copy of the second
appraisal for comparison. The developer will need to have large discrepancies addressed by bath
appraisers

= Appraisals that de not demonstrate sufficient value to cover the sum of all permanent

loans on the property may result in the reduction of KHC resources preliminarily awarded
to the project.

Cost Containment

KHGC has adopied cost containment guldelines to evaluate the total development cost for all projects. The
cost containment limits in effect at the time of application submission must be antered in the undenwriting
model, and thosa limits will ramain in effect for the duration of the project.
The total development cost must not excesd the applicable cost containment limit. For example:
= 1-unit elderly new construction, non-elevator project located in Franklin County
= 5 one-bedroom units and & two-bedroom units
« Total development cost of 51,200,000
Caost containment limits: 1BR = §157.805; 2BR = $190.316
Therefore:  Five 1-BR X $157,805 =§ 789,025
Six 2-BR X 5190316 = 31,141 896

Maximum cost containment limit: 51,830,921
The total developmant cost of 1,200,000 is below the cost containment limit of 51,930,921,

Mote: Cosis associated with commercial space or a Community Service Facility in @ Housing Cradit
project located in a Qualified Census Tract will not be consicered in the cost containmeant calculation.

The cost conlainment limils are on KHC's website, www kyhousing.org.

Maximum Alfowable Fees

All fees must be within KHC's limits, It is the owner's responsibility to ensure that construction
contracts are written in such a way that the maximum fee limits are not exceeded under any
circumstances. Maximum allowabls fees are based on iotal hard cost, less contingency, general

requirements, buildar's overhead, and builder's profit, and are calculated as follows:
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+«  General requirements equals:

General requirements = (Tolal Hard Cost — Contingency — {General Requirements, Builder's
Owerhead and Builder's Profit])

Caonstruction management fees are part of General Requiremeants and must be included with
general requirements and canndt exceed the general requirement pereentage,

= Bullder's overhead equals:
Buillder's Overhead + (Total Hard Cost - Contingency - (General Reguirements, Bullder's
Overtead and Builder's Profit))

+ Builder's profit equals:

Builder's Praofit + (Total Hard Cost — Contingency — (General Requirements, Builder's Ovarhead
and Builder's Profit))

Maximum allowable fees are based on the total developmeant cost as shown below;

Total Development Cost | General Requirements = Bullder's Overhead Bullder's Profit

$250,000 and lass 6% T% 12%

251,000 - §750.000 5% &% 8%

751,000 and greater 6% 2% B%
Developer Fee

The allawable developer fee for 9 percant Housing Credit projects and non-credit prajects i based an the
tatal number of units created or rehabilitated in the project. Developear faes musl be the lesser of tha total
per unit amouwnt listed balow or $1,200,000. Consulting fees are considered part of the developer fee. The
developer fee may not be increased from the amount requested in the initial application.

Cun:ltf:cﬂun TSRS E—on Hi;:r?gt Fltiif:m:;ilun
First 15 units 20,000 520,000 §23,500
Maxt 30 units $17.000 315,000 322,500
Mext 30 units $12,000 $12,000 F18,500
Units abowe 75 §7.000 57,000 55,000

Developer Fee — Tax-Exempt Bond Projects

The developer fee on Tax-Exempt Bond projects may not exceed 20 percent of the total development
st per properly, minus the following deductions:

a Developer fae
b.  Consultant fee
. Any fees resembling developer ar consulting fees

The developer fee may not be increased if project costs increase after submission of the full
application to KHC; however, the developer fee will be reduced if project costs decrease.
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Deferred Developer Fee

KHC i currantly nel raguiring applicants Lo defer any developer fes 1o request KHC HOME, NHTF, o
AHTF funds; howaver, KHC resarves the right to reinstate this policy in future funding rounds.

In Housing Credit projects, if the developer i3 defermng a portion of the developer fee o be paid from
praject income after it has been placed-in-service, the deferred portion must be abhe to be repaid within
1he first ten years of operation, except for Tax-Exempt Bond transactions which may extend tha
repayment term to the full 15 years allowed by the IRS. The pro forma of KHC s undenwriting moded will
calculate the amount of deferred developer fee to be repaid each year from available project cash flow,
Any amaunt not repaid at the end of the tenth year must be deducted from the project’s eligible basis.
KHC may consider, on a case-by-case basis, allowing 9% tax credit projects to extend the repayment
period for deferrad developar fea up to the maximum 15 years allowed by the IRS; however, the applicant
must seek a8 waiver for this exception prior to application submission,

Reserve for Replacement (R4R)

All applicants are required to establish an R4R account. KHC will hald the account unless otherwise
required by ihe equity provider or ancther lender in the project with a superior lien position, The R4R
annual deposit shall increase at 3 percent annually or as prescribed by KHC.

KHC s minimum required R4R is the greater of 3400 per unit, per year; the amount required by the
Physical Capital Meeds Assessment (FCMA) or Capital Reserve Replacement Schedule (CRRS); or as
required by an equity pravider ar another financing source, For projects requesting Housing Credit only,
KHC may accept a lower minimum B4R amount if allowed by the equity provider and documented in the
partnership agreement

Replacement Reserve Analysis

The CRRS projected account balance must, at a minimum, be positive at the beginning of tha 15" year.
Projects requesting Housing Credit only may be allowed a lowsar minimum R4R per unit amount as
described above, Risk-Shaning projects will be evaluated on a case-by-case basis due to higher risk
levels,

KHC may requira owners to make an initial deposit to the R4R. account as part of the upfront funding of
the progect as determined by the PCNAMCRRS. The underwriting model must reflect the upfront depasit.

All PCHA and CRRS stuedies must provide projections extending to, or beyond, the term of the KHC laan
that is baing requesled. All projects musl also include an electronic submission of KHG's Excel
spreadsheet "Capital Reserve Replacemant Schedule.”

KHC may require owners to maintain two years” worth of deposits, require an owner o cover additional
expenses from olher sources, o regquire a new PCNA/CRRS and revise the B4R deposil schedule.

KHC will apply any unused R4R balance in accounts it halds to the principal amount(s) of any cutstanding
KHC HOME, NHTF, AHTF ar other loanis). R4R accounts held by other entities (equity investor or
superior len holder) must be assigned to KHC when the holder no longer has a security interest in the
praject. For Housing Credit projects, a R4R account not being maintained by KHG must be assigned o
KHC at the end of the IRS fifteen [15) year compliance panod.

All Houwsing Credit projects that also have KHC financing will be required to submit 3 subseguent PCMNA in
year 15 and the project may be required 1o adjust its capital reserve replacement schedule accordingly.
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Operating Deficit Reserve Account (ODR)

The purpase of the ODR s to ensure that adequate funds are on hand should cperating costs exceed the
project’s ability to pay them. In addion 1o being a safeguard during the inibal lease-up phase, the ODR s
wital b ensuring the leng-term financial stability of the project by increasing the project’s ability to absorb
ar respond to temporary changes in circumstancas, such as the unanticipated event of significant
unbudgeted increases in operating expenses and'or losses in operating revenues.

KHC calculates the minimum ODR requirement as follows: six (6) months of debl service payments + six
(G6) months of projecied operating expenses = minimum Dperaling Deficit Reserve raguirad.

Projects with KHC loan funds must fully fund the reserve account at the greater of KHC's amount
o as required by another lender or equity provider no later than the first day of the month
following the project’s placed-in-service date.

KHC may waive or modify the DR requirement on a case-by-case basis.

KHGC will hold the ODR escrow unless atherwise required by ancther lender. Such other lender must
nolify KHC prior to any disbursements from the ODR account

For ODR escrows held by KHC: During the first two years, the ODR must maintain a minimum balance
of 75 percent of the original amount, The owner must make deposits to maintain the required minimum
balance as cash flow permits but not more than three manths of the shortfall, The owner will make such
depesits prior le any disbursements or olher payments 1o any related parly

The balance in the ODR may fall below the minimum required balance after the initial two years and will
remain in place for the life of the loan, avallable for eligible disbursements, as needed.

If KHC is financing the ODR, the full amount must be drawn on the final draw. HOME andlor NHTF funds.
may nat be used to fund an ODR.

The owmer must submit reguests for ODR disbursements o KHC on the appropriate form and include an
itemization of the cperaling expenses and supporing documentation of the actual cost of each expense.

Acquisition and Rehabilitation of Commercial Space

Mo KHC resources may be wsed 1o assist with the acquisition or rehabilitation casts of commaercial space.
KHC resources may be used in conjunction with a project that includes acquisition and/or rehabilitation of
commercial space by prorating the residential square footage to the commercial space sguare footage.
Any project with commercial space must separate the commercial space costs fram the residential costs
within the KHC undenwriting model. If there i commercial space within a project, the commercial space
miusl be desded separalely as a condominiem regime of struclured as a masler lease arrangemernt,

Average Income Test (AlT)

The average income st (AT) = a minimum set-aside electon under Section 42 of the Internal Revenue
Code as authorized by the Consolidated Appropriations Act of 2015, Instead of electing the 20050 or
4VED minimum sat-aside, an owner may instead elect an average income sel-aside, which alkows a
property to serve households up to 80% AMI, as long as at least 40% of the tofal units are rent and
income restricted and the average income limit for all tax credit units in the project is at or below 60%
AbAL
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Only propertes funded under the 20422020 QAP or later are eligible to elect the average income
sal-aside.

Propariies with project-based rental Housing Assistance Paymenls (HAP) confracts may only elect
the average income option if the orginal confract was executed prior to 1981. Proparties with HAP
cantracis executed after 1981 do not have the option to serve incomes above B0% AMI, This
pravision is not applicable to project-based vouchers (FEV).

The minimum set-aside election is irrevocable once made on Form 8608, Therefore, existing
developments already placed in service with a recorded LIHTC extended use agreemeant are not
eligible to change their minimum set-asidedncome slection o average income.

o Project owners may change the set-aside election prior to issuanca of the Formis) BE0S by
submitting an administrative waiver and payment of the applicable waiver fae, All related
documents must be updated to reflect the new election, including KHC's undenwriting model
and the eguity agreement.

o Once KHC has issued the Farm(s) 86040, the sat-aside election is irrevocable and will nat be
changad.

The average income test is only permitted if all residential units ara designated low-income; the
project may not contain unrestricted or market rate residential units. Manager units are not subject to
this restriction and are permitted in average income developments.

Al of the units must be affordable to and occupied by persons eaming 80% AMI or less, At least 50%
af all units must be affordable to and occupled by persons eaming 60% AMI or less.

The average of the imputed income limitations designated cannot exceed &0% AMI.

Designated incomelrent levels may only be set at 10% increments beginning at 20% of AMI, The
allowable Incomerent designation levels are 20%, 30%, 40%, 50%, 60%, T0%, or B0% of AMI. KHC
will not allow more than four of the possible AMI designations to be selected per property.

The markel study must demonstrate sufficient market demand for each income brackel proposed,

Ay chear skewing of unit designations is not allowed. Applicants must previde reasonable parity
between diferent bedroom sizes al each targeted income band ulilized on the property.

All units must be designated with a specific AMI percentage at the time of application.

Other than as may be limited by future federal guidance or other funding source restriclions, owners
may change unil percent designabions aver lime (“fleal”). However, the rent for lenant households
may nat increase due to the unit being changed to a higher increment.

Owmners of developments with mora than one building will indicate on the Forms 8303 fo freat all of
them as part of 8 multiple building project (checking *Yes™ on line 8b of the current form).

Tax-Exempt Bond projects must still mest a 20050 or 4 W60 minimum set-aside; however, for
purposes of the 4% credit allocation, the project can elect the average income set-aside. Therefore, a
bond project with 4% credits can elect an the average income set-aside for purposes of tax credit
campliance, as long as the unit mix selected would also meel either a 20050 or 40060 minimum set-
asida tesi for purposes of bond compliance.

KHCs Average Incoma Test (AIT) policies are subject o change as additional guidance is mada
available by the IRS.

Rafer to KHC's Average Income Test Compliance policy for additional information.
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CHAPTER 12: Program Policies

The following policies (or policy axcerpls) apply to all projects, unless otherwiza notad.

Relocation of Displaced Persons (Permanent or Temporary)

Requirements for Projects Receiving Federal Assistance From KHC

Projects receiving federal assistance from KHC (HOME, NHTF, Risk-Sharing, new Project-Based
Vouchers, or transfer of an existing KHC-adminislered Section B HAP contract) are subject to the
requirements of the Uniform Relocation Assistance and Real Property Acquisition Policies Act of
1970 (49 CFR, Part 24 and 42 U.5.C, 4201-4655), KHC requires certain documentation to ensure
compliance. Owners of projects with current tenanis (regardless of whether or not the tenants will be
rebocated) must submit a relecation plan and provide documentation that the appropriate notices were
providad to the tenants. Projacts receiving federal assistance from a non-KHC sourca (such as tha
transfer of a Section B rental assistance contract, COBG funds, efc.) may be subject to the provisions of
the URA, but KHC is not the entity responsible for ensuring compliance when federal funds are awarded
by ancther entity, However, KHC will review the relocation plan to ensure the owner is taking into
consideration the URA requiremsents,

Detailed information on complying with the relocation and acquisition requirements can be found on the

HUD Real Estate Acquisition Web page at hitps.fwww hud govirelocation

Requirements for Projects Receiving Non-Federal Assistance from KHC or
Housing Credit-Only

Projects financed with non-federal KHC resources (AHTF or SMAL) ar receiving Housing Credits only
musi pay to all persons displaced by the project reasonable relocation expenses as defined by the LS,
Fedaral Highway Administration’s Uniform Relocation Assistance and Real Property Acquisition Policias
Act Fixed Residential Maving Cost Schadule, plus a ona-fima payment of $300 per unit. Cwners are not
required to pay additional benefits to persons eligible for federal relocation benefits, All projects with
current tenants (regardless of whether or not the tenants will be relocated ) must submit a relocation plan.

Whan deweloping the project's relocation plan, fallowing are considerations that should be addressed (not
all-inclusive; KHC may request revisions to the plan);

= Any relocation should not financially burden the tenant,

= The devalopsar should pay for all costs associated with the move, including reasonabla costs if
they are tempararily housed in a hotel or matel {lodging, meals, cost to store belongings, etz.).

= |f relocated to another unit, the tenant’s rent payment should not be higher than their current. I§
the rent is higher, the developer should pay the difference,

» The temporary or replacement unit (if permanent relocation) should be similar in size and
amenities to the current unit. Ininstances of permanent relocation, the tenant should be provided
with at least 3 optlons and given the opportunity 1o decide where they would Hike to e,

+ Al costs related to the ransfer of utilites, including phone, cable, and internet, should be
cavered, both for the initial move and then when the tenant relurns e their ariginal unit.

& Al tenants should receive timely and appropriate notices. Even when URA s not triggered, it is
recommeanded that the standard federal noticas be delivared to thae tenants and records kept to
documeant their receipt of the notices,
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Funding Gaps/Substantial Change

KHC will consider increasing its loean funds by up to 10 percant for a funding gap (in excess of the
developer fee and construction contingency) due to Increases in hard costs identified after application
appraval and prior Lo clesing and the start of construction. Owners must submit the fellewing information:

1. Updated underwriting madel

2. Justification for the gap
KHC may consider awarding additional loan funds for gaps dentified during construction upon recelpt of
the following information:

1. Updated undarwriting madel

2. Justification far the gap

3. Evidence that all ather funding oppariunifies have been exhausted,

A gap of mora than 10 percant of KHC's investment (exclusiva of Housing Credits) or the number of units
changing by 10 percent or more is a substantial change. In this case, the owner must either locate ather

funding or forfieit the reservation,

Mote: Any time a funding gap Is Identified, whether before or during construction, developer fee andior
construetion contingency must be used to cover all funding shortfalls before addibonal funds are
requested. KHE will not consider requests for funding gaps due to increases in soft costs.

Identity of Interest

Anidentity of interest relationship exists if any officer, director, board member, or authorized agent of any
devalopment team member (devaloper, consultant, ganaral contractor, architact, atlorney, managemeant
agent, nonprofit agency, seller of the project real estate, etc.):

1. iz also an officer, director, board member, o authorized agent of any other development team
member;

2. has any financial interest in any other development team mamber's firm or corporation;

3. is a business partner of an officer, director, board member, or authorized agent of any other
development team member;

4. has afamily relationship through Blood, marriage or adoption with an officer, director, board
member, of authorized agent of any other development lEam member oF company providing
sarvices to the project; or

3. advances any funds or items of value io the sponsor/bormower,

All applications must specifically disclose any identities of interest. Fallure to do 0 will result in
disciplinary action per KHG's suspension and debarment palicy.

Conflict of Inferest

A conflict of interest exists in situations in which a public official or fiduciary who, confrary to the obligation
and absolule duly to act for the benefit of the public or a designated individual, exploits the ralationship for
personal benefit.
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The appearance of a conflict of interest is presant if there is a patential for the personal interests of an
individual to clash with fiduciary duties. KHC will not allow individuals or businesses to participate in or
provide a service to the project that have a conflict of interest in the project.

Suspension and Debarment

Any parties found to be in consistent noncompliance with program guidelines or that demonsirate flagrant
ar serious incident(s} of misuse of funds will not be allowed to participate in KHC programs,

Ay person of agency thal, excepl for good cause shown, shall have commilted, or failed to perform (as
the context may require) an act or omission identified in KHC s Suspension and Debarmeant Policy, may
be subject to suspension andior debarment by KHC and prohibited from doing further business with or
entering inte any confractual relationship with KHC. The Suspension and Debarment Policy is published
on KHG's website at www kyhousing.org.

Financial Statements

KHC may require any project for which it halds a mongage, regardless of lien position, to submit financial
statemants annually. The financial statemant requiremants will be detailed in the legal agreemaents.
Generally, the minimum requirement is a compilation preparad by an independent CPA. The audited
financial statements for Risk-Sharing loans are to be submitted to KHC within 90 days of the project's
fiscal year end. All ather projects are required to submit financial statements within 120 days of the
project’s fiscal year end. KHE may impose a late fee if the audit and/or financials are not submitted on a
timaly basis.

Annual Performance Reports

Owners of projects receiving any type of funding through KHC s Multifamily Programs Department must
submit annual performance report information through the online Tenant Data Collection System, which
requires reporling the project’s basic income and expense lotals for the previous year.

Compliance Requirements

(A funding socrces - refer to ingividual program requirements for additional compllance reguirerments)

All KHC-assisted projects are required to meet compliance requirements throughout the affordability
period. KHC will conduct compliance reviews and will inspect all projects at least every three years,
These reviews shall consist of rent restrictions, income restrictions, property conditiens, and pledges
made in the ariginal application, extended use agreement (il applicable), the HOME andior NHTF funding
agreamant (if applicabla), and the commitment lattar.

KHC will natify the entity, in advance, when inspections will be scheduled. The entity or managemeni
agenl should adhere 1o the fellowing to eliminate any possibilities of non-compliance:

«  Temants must be given at least 30 days writlen notice before Increases are implemented. Amy
increases are also subject to other provisions of the lease agreamants. For example, rants
may nat increase until the tenant’s lease expires. Documentiation of increases must be kept in
the tenant's file,

=  wners/Management companies must include the following in the fenant files,

¥ Rental Application: The rental application ar income survey form used to gather
infermation about household income, composition, and student status,
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¥ Ewidence of household eligibility: Such documentation may vary depending upon
the funding source(s) in the project.
Lease: The lease must be signed by both parties, and document the rent amount.

¥ Set-aside documentation: Evidence lo support set-aside selection, as pledged in the
praject’'s application and extendad low-income housing commitment.

¥ Income calculation: Include formula used to calculate income.

= KHC reserves the nght to inspect each development for compliance with HQS throughout the
term of the loan and Labor Uniform Physical Condition Standards,

= Any development using several sources of financing may have additional compliance
requirements. Refer 1o program specifics for additional compliance reguirements.

Uniform Residential Landlord Tenant Act

The Uniform Residential Landliord Tenant Act (URLTA) was enactad by the Kentucky legislaturs in 1984
1o encourage property owners and tenanis to maintain and improve the quality of rental housing and to
make uniform residential agreements batween propery owness and lenants. URLTA is codified al KRS
383.505-.715 and provides for pratection of both the properly owner and the tenant, as well as
carresponding rights and duties of each party.

KHC requires developers who recenve funding or Housing Credits 1o adhere 1o the reguirements of
URLTA. Specialized or supportive housing projects will be exempd from this reguirement as URLTA does
not apply to howsing incidental to the “provision of medical, genatric, educational counsaling, religious or
similar service,” KRS 383.535(1).

The landlord's dulies are 10 place any securily deposils in a separate account in a regulated financial
institution, adhere to building codes affecting health and safety, make required repairs fo keep pramises
fit and habitabla, keep the building systems and common areas safe and in good condition, and supply
running water at all times and reasonable heat throughout the cold months of the year,

The landlord's righits are to terminate the lease after 14 days writlen nofice, to collect for damages, lo
avict from the unit, to enter the unit, and to know when the tenant will be absant for more than 7 days.

Similar ta the property cwner, the tenant is required to adhere to building codes affecting health and
safely and o keep the premeses as clean and safe as practical, In addition, tenants are required fo:
dispose of wasle safely, use elecirical and all othar appliancas in a reasonable manner, not delibarataly
ar negligently damage the unit or premises, conduct themsehes in a way not to disturb neighbors, and
not engage in unlawful activities within the premises.

The lenant has the right o move in once the lease has been signed, to lerminate the least il the landlord
fails to comply with its provisions or the URLTA, to deduct from the rent whan the landlord fails to comply
with the lease or URLTA in @ manner which impacts the tenant's health or safety, have essential services,
and to oppose the landlord's retaliation for complaining about the condition of the unit,

The lease agreement must inclede the KHC HOME/MNatonal Housing Trust Fund Leasse Addendum (for

HOME or MHTF projects) or the KHC Lease Addendum (for all ather projecis), which incorporates the
provisions of URLTA into the lease, The tenant selection plan must include the following language:
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Uniform Residential Landlord Tenant Act: The Kenfucky Uniform Residential Landlard Tenant
Act ("URLTA] bath preserves the quality of the housing sfock and provides far rights for renters
across Kenfucky, [Management Company] and ifs tenants comply with URLTA. Tenants and
Management are reguired fo comply with provisions of URLTA,

Protections for Victims of Domestic Violence, Dating Violence, Sexual
Assault, or Stalking

The Violence Against Women Act (VAWA) was enacled by Congress lo provide protections to viclims of
domestic violence, dating violence, sexual assault, or stalking. These protections include housing
protections for tenants in projects receiving funds under the HOME, NHTF, and LIHTC programs.

KHC requires developers who receive funding or Housing Credils o adhere o the requirements of
WaWA. The majority of the protections for victims are incorporated into the KHC HOMEHousing Trust
Fund Lease Addendum (for HOME or MNHTF Projecis) or the KHC Lease Addendum (for all other
projects), which much be attached to every lease. Developers and management companies are
responsible for creating and implementing palicies to ensure thal they are capable of meeting the
requirements of these lease addendum pravisions.

In addition, developers must take the following actions to ensure tenanis are protected:
Matification Reguirements

Developers and management companies must provide to each applicant and tenant the following forms:
1. “Motice of Occupancy Rights under the Viclence Against Waomen Act” form; and

2. Cerlification form to be completed by the victim o document an incident of domestic violence,
dating violence, saxual assault, or stalking that:

(i} states that the applicant or tenant is a victim of domestic viclence, dating violence, sexual
assault, or stalking:

{iiy states that the incident of domestic violence, dating violence, sexual assaull, or stalking
that is the graund for protection under this subpart meets the applicabla definitions far swuch
incident (which may be found at 24 CFR 5.2003); and (i} includes the name of the
individual who committed the domestic violence, dating viclence, sexual assault, or
stalking, if the name is known and safe to provide,

The notica and forms required under this section must be provided fo the applicant and tenant any time
an application is denied, any time an application is accepied, or a tenant begins receiving assistance, and
miust be included with any notification of eviction or netification of termination of assistance,

Emergency Transfer Plan

Developers and management companies must develop and submit an Emergency Transfer Plan that
provides tenants who are victims of domestic violence, dating vislence, sexuwal assault, or stalking the
ability to request an emergency transfer to anothes unit. Such Emergency Transfer Plan must comply with
the requiremeants of 24 CFR 5.2005(e). Developars and management companies are required lo submil
their Emergency Transfer Plans to KHC during the technical submission stage.

Template forms required by this section, including a model Emergency Transfer Plan, are available on
HUD's website at hitips:fwwew hud goviprogram_afficeshousing'mihiviglence aganst women_act,
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CHAPTER 13: Design and Construction Review

Preliminary Plans — Minimum Requirements

Developers must provide preliminary building plans at application submission via the UFA system,
Folkowing are the minimum requirgmenis:
Building Floor Plan
+ Drawings should be at 1/8" or 1/4" scale depending upon development type.
+  Show overall exterion building dimensions and the different unit types that exist in each building.
+ Show all adjacent walks, stoops, and/or patios.
« Show location of all party and firewalls.
+ Wall thickness, exterior finishes, doars, windows, cabinets, plumbing fixtures, closets, efc.
+ Complete dimension of each typical unit so room sizes can be determined.

Wall Detall
+ Typical wall section from foundation-to-roof ilustrating KHC minimum insulation “R-Yalue"
rEgUIngments.
Elevations
Elewations must show all four sides of the building(s) and include the following:
+ Exferior wall finishes.
« Window and door openings.
+ Rool material and slope of roofs.
+ Eave, rake, and fascia conditiens to inclede gutters and downspouts.

Applicants may subvmit pholographs clearly showing slevalions for all sides of the buidings in leu of
elevation drawings. The minimum accepiable photograph size is 5-inch by T-inch. However,
alevation drawings will be required dunng the Techmical Submission Sfage.

Permit Set and Final Plans — Minimum Requirements

Developers must provida building plans at technical submission and pre-construction stages via the UFA
system. All pages must be included in order, under one single attachment. Following are the
mirimum requirements

Minimum building plan information and requirements:
+ Building floor plans must ba 1/8" = 1" scale.
+ |ndividual unit plans must be at 104" = 1" scale.
« Completed in accordance with the highest architectural and engineenng professional standards.
« Submitted to the appropriate building code officials for their review.
+ Comments recelved during the application stage must be incorporated in the final plans.
+ Final comments shall be incorporated into the final drawings or amended by an addendum,

+« Meet all applicable accessibility requirements (UFAS, Fair Housing, ANSI A117.1, 2010 ADA or
KHC Universal Design, ane of more a8 applicable).
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« Address the issues identified in the PCHA, (if applicable, for rehabllitation projecis).

+ Projects with 12 or more units must have plans prepared by a licensed design
professional, dated and sealed with the architect's and engineer’'s stamp and signature.

For projects confaining 12 units or morg
The construction plans must contain:
« Site plan
+ Earthwork plans = Building sections or wall sections
+ Landscaping plans = Enlarged bathroom and kitchen plans
« Flgor plans » Door, window, and room schedules
» Enlarged floor plans #« Structural drawings (if applicable)

s Foundation plans # Machanical and elecirical plans

+ Elevations

For projects with 11 units or less
The canslruction plans must contain:

* Site plan « Elgvations

« Earthwork plans = Bulldng or wall sectbons
+ Floor plans » Mechanical drawings
+ Enlarged floor plans » Electrical drawings

Cormections 1o the final plans being done Dy an addendum must be submitted for review and shoukd
conlain all necessary corrections. KHC will nol complete its final review until final veribication of
modifications or changes are received from the building code officials.

Dwring the technical submission and pre-construction stages, KHC will review all bullding plans and
developers must make all necessary modifications or corrections. KHG must approve all changes and
muodifications prior to KHC's commitment and final undenariting.

Earthwork Plans
{Required for prajects of 12 units ar mare)
Infarmation reguirements for earthwork and grading plans:

+ Grading contours existing and new at 2-fool intervals, unless the grade is 100 steep and it i
infeasible.

« Siorm drainage piping with manholes, headwalls, and retention areas, or any other miscellaneous
structures. Should show top of structure elevation as well as inverl elevation.

« Show shopas greater than 3:1 with ground cover.
+  Show location of soil boring tesd, il they apply.

« Al finish grade work at bulldings shall be a minimum of 8 inches below finish floor elevation and
slope away from the building a minimum of & inches over a 10-fool run.

o I retaining walls are reqguired, they should be shown and provide a top of wall spot elevation and
adjacant grade alevation.

+« \Walls, curb culs, access ramps, dumpster pads, atc., must be shown on plans.
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Site Litility Plan
(Required for all profects, except for profects of 11 units or less if the Information below is included with
the sile survey)

« Al existing utilities with size of piping shown.
«  MNew water lines with size Indicated and point of connection to the existing water line shown,
+ Fire protection lines, vaults, and fire hwydrants shown

+ Sewer and gas lines with the size indicated and manholes marked shown, Provide top elevations
with invert elevations and direction of flow.

+ Owverhead or underground electrical service along with telephone and TV cable shown.
« Al utility easements and their widih must be indicated, Provide utility details, as required, to
demonstrate all struciures and'or improvemeants.
Existing Utilities
{Required for all projects)
The cost of all connection fees, tap fees, andior relocation cost, if any, should be included in the
development cast,

If off-site utilifies are being brought to the site by local municipalities, a letter must be provided including
the date the work will begin and be completed, and the anticipated cost, Proof that the work will be paid
for by local municipalities must be submitted. If the developer ks extending the wtilities to the site, they
must have the wility extension completed before KHC funds can be accessed or the funds must ba
placed in escrow to assure complaetion of the utility extansion.

Landscaping Plan
(Reguired for 12 units ar mare)

All projects should have an adeguate number of shrubs, trees, and plantings. The landscaping plan must:
« Provide planting details and show mulch areas.
« Provide trees and shrubs and a legend that gives their size,

+ Show areas that need o be seeded or will recelve sod,

Foundation Plans
(Reguired Ffor 12 unils ar rmore)

+ Indicate all footings and the foundation wall as it it on the footings.

+ Provide dimensions o indicale lengths, widths, and the thickness of each Lype of foundation.
+ Indicate footing sizes, wall materials, and wall thickness.

« Indicate the steel reinforcing and grout.

+ Show areas that are concrete slab on grade and areas that are located over crawl spaces.

+ Provide details that indicate the slab and all asscciated materials, such as poly vapaor barrier,
stona base, wire mash, construction jeints, control joints, and expangion joints.
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Floor Plans
(Reguired for all profects)

Floor plans should include the following, at a minimum:

The entire building drawn at no less than 1/8-inch scale. Provide a plan for each building type.
Indication of all extenar and interior walls and the thickness of the walls,
All rooms labeled to indicate their use,

Dimensions applied to drawings o indicate room size. Indicate on the plans if dimensions are o
face of stud, center of slud, o to finish face,

All window and door openings with door swings and a reference to a door and window schedule,
Extericr wall finishes and section and plan details for each type of wall construction,

Kitchen cabinets, plumbing fictures, and bathroom accessories. Larger scale plans may be
required to properly indicate these,

Closet shelving, ceiling access, exterior walkways, porches, etc,
The complete project even if it is made up of more than one unit and are identical units.
If & project is a rehabilitation, the existing items that will remain and those that will be demolished.,

Enlarged Floor Plans
(Reguired for all profects)

Enlarged floor plans at a minimum should indicate the following.

All dimensions o include thosa thal cannot be shown on the 1/8-inch scale building plan.
Exterior dimensions and all wall thickness.

All wall types and describe each type.

Location of firewalls and party separations walls

Walls receiving insulation and the type of insulation,
Location and sizes of all access panels.

All doors and windows with their designation as to type.
Transition line betweean differant floor finishas.

Whare ceilings and soffits are dropped.

Closat shelving and type.

Kilchn cabinets, vanilies, and loilel fixlures.

Foom description or room number.

Elevations
(Required for all projects)

Elewvations required for all sides of the bauildings.
Exterior wall finishes.

Window and doar openings.

Roal material and the slope of the roof,

105



Eave, rake, and fascia conditions to inclede gutters and downspouts.

Balconies, breazeways, railings, and exteror steps.

Building and Wall Sections

(Reqguired for all profects)

Construction of exterior walls with footers, floor-to-wall detalls, and celling-to-wall conditions.
Faooting detaila complate with notes and dimensiona,

Exterior grade to finish floor relationship,

Flaor construction and height to second floor or ceiling structure above.

‘Wall struciure, thickness, and type of interior and exterior finishes.

‘Wall and floor insulation and give R-values.

Show eave or averhang of roof to wall with materials and heights noted.

Rool structure and malerials with noles and dimensions.

Enlarged bathroom and kitchen plans and elevations

(Regquirad for 12 units or mara)

Kitchen cabinets and elevations

Bathroom layout with all equipment and bathroom accessories.
Mounting heights of all bathroom accessonies.

Show location of wood blocking in walls for attachment of accessories.

Show turning radius and clearances required by the applicable codes in accessibla unifs.

Door, window, and room schedules

(Reguired for 12 units or more)

Provide room schedule with room designation or number. Indicate floor finish description, base
finish, wall finish, ceiling finish, and notes for special finishes.

Provide door schedule. Indicate door size, thickness, material, and fire rating, if applicable.
Provide elevation of each door type.

Door hardware schedule. Indicate hinges, lock sels, closures, panic push bars, kick plales, and
waather stripping.

Pravide window schedula. Indicate window size, type, oparation, and glazing. Provide elevations
af each typs.

Show all datails for windows, doors, and finishes, as necessary.

Provide windows in badroom and living rooms thal meel egress and emergancy ascape
requirements in the Kentucky Building Code andior Kentucky Residential Code, and HOS.
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Plumbing Drawings
(Regquired for all profect fypes)

Exceplion: For projects of 11 units or less, a plumbing contractor licensed in Kenlucky may prepane
schematic drawings.

Drawings shall show plumbing supply lines and indicate size of pipa.
Plumbing wasla line and indicale size of pipe and direction of flow.
Legends shall be drawings indicating all plumkbing fixture type and manufaciurer model numbers.

Show riger diagrams for all piping o indicate size and direction of flow,

Mechanical Drawings HVAC

(Required for all project fypes - exception; for projecis of 11 units or less, a mechanical coniracior
licensed in Kenfucky may prepare schemalic drawings)

Provide legends that have equipment sizes, model numbers, and manufacturers’ names.

Show all mechanical supply and retum ducts along with equipment, Indicate duct construction,
sizes, design capacity, insulation, location of fire andfor smoke dampers (if required), and smoke
detectors, (il required).

Miscellansous details as necessary.

Electrical
(Required for all profect fypes - excepiion; for projecis of 11 units or less, an elecincal confractor
licensed in Kenfucky may prepare schemalic drawings)

Show locations of all electrical outlets, switches, and circuits for all areas
Show location of light fictures, panel boxes, and switch gear.

Provide GFI circuits and outlets where required,

Provide arc-fault protection where required.

Show exctarior lighting if applicable and emergency lighting.

Provide a legend that describes light fixtures, circuit breakers, and other miscallanaous items.

Structural Drawings
(Reguired for 12 units or mare, only when larger scale developments may be required o include
shructural drawings)

Floar framing plans, complete with details and sections, fully describing the structural system of
thia floar.

Roof andior ceiling framing syslems with details that clearly indicales all details and condiions.
Foundation sysiems with associated details for all condilions thal exist.

Miscellaneous detalls that cover all aspects of the structural systerm that are involved.
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Site Plans

+ Preferred scale: 1 Inch equals 20 feet. Can be no smaller than 1 inch equals 40 feet. Property
lines with mates and bounds.

# Builgings should be drawn on the gite plan regardiess of new construction or rehabilitation. &ny
ather remaining struclures should also be indicated.

+ Al residential buildings in the development should be numbered in sequential ordar, with any
comman area buildings (leasing office, maintenance building, laundry facility, elc.) appearing at
the end of the list of numbers, The building numbers must correlate to the Building Identification
MNumbers (BIMNs) entered into the UFA system at pre-closing stage.

= Al exterior items, such as parking, street walks, curbs, dumpster pads with enclosures,
playgrounds, community reoms, and fences should be noted,

« Al dimensions, setbacks, easements, and rights-of-way must be shown, with a "Morth® Indicator,

+ A site detail must be shown on the plan or on a separate site detail sheet. Details should describe
thie type of walks, curbs, handicapped parking, atc.

Permit Set and Final Specifications

Permit set and final specifications are required for all projects, except rehabilitation projects of 11 units or
less may submit a work write-up in lieu of specifications, Duning the technical submission stage, KHC's
Dasign and Construction stafl will review the permit set specifications in conjunction with the parmit set
plans. If changes occur during the raview of the parmit sat plans that may cause a change in tha
specifications, the developer will be notified if any addibonal changes or comections need o be made.

If corrections o specifications are being done by an addendum, they must be submitted for review and
should conlain all corrections that are nacessary.

All specifications shall be written following the standard Construction Specifications Instifute (CS1) master
format using standard AlA documents, The architect must write the specifications in accordance to
accepted standards, rules, and regulations, and include specific products by madel number and
manufacturar (without limiting the contractor to one ar bwo manufacturans).

KHC must approve all changes and madifications prior to commitment and final undenwriting, Final
specifications will be reviewed during the pre=construction stage and any previous reviesw comments
during the application and tachnical submission stages shall be corracted and incorporated into tha final
specifications. Final specifications must address the issues identified in the PhysicaliCapital Meeds
Assessment if applicable for rehabilitation projects, and include all documents that pertain to the
canstruction coniract,

The specifications must include tha following 23 divisions:

Division 01: General Requirements Division 13: Special Construction
Divigion 02: Existing Conditions Division 14; Conveying Equipment
Division 03: Concrete Divislon 21: Fire Suppression
Division 04: Masonry Division 22: Plumbing

Division 05: Metals Division 23: HVAC
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Divigion 06:; Carpentry Divigion 26: Electrical

Divigion 07: Thermal & Moisture Protection Division 27: Communications

Division 08: Door & Windows Division 28: Electronic Safely & Securily
Divizsion 09: Finishes Division 31: Earthwork

Division 10; Specialties Division 32: Exteror Improvements
Divigion 11: Equipment Division 33: Wtilities

Divizion 12 Fumnishings

The architect must claarly define the following in each saction:

Scope of work + Execution andior installation
Praducts and/or materals « Submillals and samples
Qusality assurance, testing and guality « Warranties and/or guaranties
cantral

The specifications must describe the means and mathods to accomplish tha work during inclameant
weather conditions and include the following:

: - . f th I ir.
Project description Copy of the general contracior's

agreement
Bidder instructions, if licabla -
e « General and supplemental conditions
Wage scale and Davis-Bacon

requirements, if applicable

Manufacturer's specifications are required for the following items:

Heating and cooling praducts, including + Ceiling fans, light fixtures, and
programmable thermostats vantilation fans
Windews + \Waler haalers

Clothes washers, dishwashers,
refrgerators, and range hoods

Work Write-Up Requirements (11 units or less)

Al a minimum, the work write-up must provide lists for:

Mew items and materials 1o be installed in gach room of every unit during construction.

Items to remain, describing any repairs or renovation work to be performed in each room of every
unit,

ltems to be salvaged from each room of every unlt for re-use In the project.

ltems to ba removed and disposed of from each rocm of every unit and the meathod of disposition.
All axtarior work o be performed and materials to be used on each building.

All axterior wark to be performed and materials to be used in all outdoor common areas.
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If commercial space is involved, all costs associated with it must be itemized separately, Any waork
required for both commercial and rental shall be prorated on a sguare-foot basls. For example, If a new
roofl i installed on a two-story building, whera the first floor is commercial and the second floor is rental,
and bath floors have the same square footage, then 1/2 of the roof cost should be attributad fo the
commercial space. If the square footage is different, it should be calculated as a percentage of the tatal,

Final Work Write-Up Description

KHC will review all final plans and developers must make all necessary madifications or cormections. KHC
musi approve all changes and modifications prior lo KHC's commitment and final underariting.

Far rehabilitation projects of 11 units or less, in lieu of specifications, KHC will review the final work write-
up in conjunction with the final plans and developers must make all necessary modifications or
corrections. If changes occur during the review of the final plans that may cause a change in the work
wiile-up, the applicant will be nolified of any addiional changes or corrections that need o be made.

Universal Design

Universal design is required for all projects recelving KHC financing equal 1o 10 percent aor maone of the
total pregect cost and for all Housing Cradit projects, for the purpoese of constructing or reconstructing
single-family or multifamily housing, except for rehabilitation projects.

Uiniversal design is a building concept that incorporates products, general design layouts, and
characteristics into residences to;

+ Make the residence usable by the greatest number of people,

+ Respond to the changing needs of the resident.

« |Improve marketability of the residence.

The goal of universal design is to build housing that meets the needs of the greatest portion of a
community's population. It differs from accessible design, wihich is primarily Intended to meet the needs of
persens with disabilities, but is inclusive of adaptable design as it strives 1o incorporate structural features
that will allow a residence to be adapbed to an individual's needs. The Universal Design siandards can ba
found on KHC s website under Development, Design and Construction.

Minimum Design Standards

KHC s Minimum Design Standards are io be used as a guideline to meet and exceed all local, state, and
national building codes. These standards also provide & way to enforce above-average construction and
design for builders, contractors, and design professionals who wish to utilize KHE funding

Minimum Design Standards apply when KHC funding exceeds 10 percent or more of the cost per wnit for
all maw construction and reconstruction of multifamily dwellings, all projects invalving adaplive reuse
converting a former use fo residential use, and limited rehabilitation projects. "KHC funding” is all
resources allocated by KHC to 2 project, including HOME Investment Parinerships Program (HOME),
Affordable Housing Trust Fund (AHTF), Small Multifamily Affordable Loan (SMAL) program, Low-Income
Housing Tax Credits, and Tax-Exempl Bonds.

Othear mathods of construction and design may be acceptable on a case-by-casa basis. KHC's Minimum
Design Standards are on KHC's website under Development, Design and Construction.
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Federal and State Accessibility Reguirerments - Section 504

Mew Construction of Housing Facilities: If a project is requesting HOME, NHTF, Risk-Sharing, or
Project-Based Seclion 8 {when available), and has five or more wnits under one contract'daed, then 5
percent of the fotal wnits or more must be accessible to persons with mobility impaiments and 2 percant
of the units (mindmum of cne unit) must be accessible to persons with visual andfor hearing Impalrments,
These accessible unils must comply with Universal Federal Accessibilily Slandards at 24 CFR B.22.

Alterations of Existing Housing Facilities: If a project is requesting HOME, NHTF, Risk-Sharing, or
Project-Based Section &, has 15 or more units, and the cost of the alterations is 75 percent or more of
the replacement cost of the completed facility, then 5 percent of the tolal units or one wunit must be
accessibla o parsons with mobility impairments and 2 percent of the units or one unit must ba accessible
to persons with visual or hearing impairmenis.

Fair Housing Design Reguirements

Fair Housing design reguirermants apply to mew construction and all rehabilitation unils aceupied after
March 13, 1981, Davelopmants must comply with all requiremeants of the Fair Housing Accassibility
Reguirements of the Fair Housing Act. For more information about Fair Housing Accessibility, visit the
Fair Housing First website at www fairhousingfirst org.

Kentucky Building Code

Any application for new construction, substantial rehabilitation/alterations to existing structures, or changs
in cecupancy must meet all applicable accessibility requiremenis of the Kentucky Building Codes.

Physical/Capital Needs Assessment (PCNA) Requirements

A PCMNA is a written report performed by a qualified inspector for the rehabilitation of an existing structure
inte housing units. The PCNA defines the necessary repairs required to provide safe, quality, and
affardable housing. PCMNAS are valid for six months, beyond that, KHC requires a signed and dated
werlification from the licensed professional who compiled the original document attesting fo its current
accuracy and applicability.

All rehabilitation projects of 12 or more units and total KHC funding of $250,000 or more must submit a
PCHA as an attachment 1o the applicaticn. All applications requesting Housing Credit and/or Tax-
Exempt bonds for rehabilitation and adaptive reuse must submit a PCNA, regardless of project
size.

A complete and thorough inspection shall be conducied to all existing structural components, appliances,
mechanical, and electrical systems to determine the life expectancy, needed repairs, and/or replacement,
The needs assessment inspector and appralser shall work closely logether 10 ensune consistency
concerning areas of square foolage, number of buildings, and bedrooms.

Physical/Capital Needs Inspector Qualifications:
« All inspectors and/or firms must be insured as directed by KHC.
+ |nspectors must be experienced and have sufficient background inspecting multifamily howsing.
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Inspactors shall be licensed architects and/or engineers qualified fo complete the assessment.
The inspecior may also consult with struciural, mechanical, or elecirical engineers io provide
expert opinions as to the existing condition of a particular item. Outside consultants employed
shall alzo meet all the requirements as set forth far an Inspector including insurance.
Documentation showing licenses, qualifications, and experience must be included in the
PCHA or submitted as a separate attachment.

All PCHNAs must be conducted by independant third parties, defined as compleiely separate
entities, havirg no other affiliation with the project, and that will nat provide any other services for
the project. An architect or engineer preparing construction-related documents for the project is
not considensd an independent third party.

Physical/Capital Needs Report Reguirements:
(These specific items must be addressed in each repart)

The report shall describe, in detail, all rehabilitation work reguired including all respective related
additional work. Separate estimates for both must be provided.

A minimum of 25 percent of all units and at least one of each type must be inspected prior to
preparation of the report,

A cost estimate of all the repairs andfor replacements must be included

All reports must indicate the items and areas in need of immediate repair, including a separate
analysiz on all components that will need repair or replacement within the next five vears,

The most recent version of the Fannie Mae Form 4099 Appendix F: Estimated Useful Life Tables
are 1o be used o document the age and EUL of all building companents evaluated in the PCHA

Provide a report on all existing conditions or lems in vidkation of applicable building codes,
federal andior stale accessibility standards, andfor local ordinances. Corrective measuras
required to bring all items into compliance must be thoroughly detailed.

Any visible evidence of hazardous substances, including but not limited to: asbestos containing
material, lead-based paint, patroleum bulk storage, polychlornated biphenyls, and
chloreflucrecarbons, must be noted

Cost estimates for any items requiring action due to market demand, These will be provided to
the Inspector by the appralser or KHE.

Deferred maintenance not performed on a normal operating basis, including estimates of
correclive costs,

Any repairs needed to nonresidential bulkdings such as community bulldings, management
offices, garages, etc.

Inspectors shall propose a tolal price Lo the applicant that will include all cests, including but not
limited o traval, clerical, inspection sarvicas, attanding meatings at KHC (if applicabla), efc.

In praparing the report, the inspeclor may choose lo ulilize the Inspection Farm HUD-52580-8_
Additional information may also need io be recorded on separate shests and atfached.

Any carrections reguired by KHC must be addressed in tha reporf.

All reports must include an electranic varsion of KHG's Excal spreadsheet 'Gapilal Rasarve
Replacement Schedule”™ as an integrated part of the report or as an addendum.
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All reports must be prepared in compliance with all applicable federal and state laws and regulations.
KHC requires a projection extending to or beyond the term of KHC's loan, or a 20-year term PCNA if the
project is anly reguasting Housing Credits. KHC will also reqguire a subsequent PCMA in year 15 and
require the project to adjust the capital resarve replacement schedule accordingly for all projecis
abtaining KHC Risk-Sharing, HOME, NHTF, or AHTF gap financing from KHC.

Adaptive reuse projects in which a complete interlor demolition is proposed need only provide a

physicalicapilal needs assessmant which addresses electrical and machanical syslams, building exteriar,
foundation, window, roof and all remaining structural components.

Pre-Construction Conference

A pra-construction conferance is required on all projects. The final raview of the lachnical submission
and pre-construction documents and underwriting should be completed prior to the pre-construction
conference being schedulzd, The developer is responsible to contact KHC's project review
adminlstrator to schedule the pre-construction conference no later than two weeks before the
requested meeting date. The assigned KHC project spacialist must alse be copied on the request for the
meeting to datermine if the project is ready for the pre-construction conferance.

The purpase of the pre-construction conference is to outline the basic respansibilities and duties of the
vanous parties throughout the construction and warranty penods, The conference will be conducted by
KHC's praject review adminisirator and construction specialist in conjunction with the program specialist.

Faor developers who have not previously used KHC resources to construct or rehabilitate a rental project,
a full pre-construction conference will be required; however, for developers expenenced with KHC's
miulifamily programs, a mone imiled pre-constiuction conference may be conducted al the discrebon af
KHC s project review administrator, construction specialist, and program specialist. Dependent an the
type of project and the developer's experience with KHC, the pre-construction conference will coour either
at KHC's offices or at the project site. At the conclusion of the meeting, the KHC Pre-Construction
Conference Form will be signed by the developer, contracter, and KHC construction specialist,

The developerfapplicant, contractor, site superintendant, and architect (if applicable) should attend. Thea
following topics will be discussed:

» Construction inspection schedule +« Davis-Bacon wage rates, if applicable
+  Final cost breakdown . raw T fi

+  Reguirements for safety fencing «  Change order process

+ Reguirements for job safety &  The duties and responsibilities of the

owner, architect, and contractor
= The Matice 1o Proceed

+ Project signage requiremants

Project Signage Requirements

All projects must provide and display signage threughout the construction phase in a prominent location
an the site, If display space is nat limited, all partner logas should be equally proportioned. If display
spacea is limited, all partners should be named using text of aqual size. Smaller davelopments, such as
rehabilitation projects, may request approval to reduce signage to 2- by 4-faet. The Equal Housing logo is
required on all signage and cannaot be listed as text
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Termite Control Services/Commercial Applicator Licensing

Inspectors: All persons invalved in the commercial and non-commercial application of pesticides must
provide proal of a license and certification through the Kentucky Departiment of Agriculture

Companies: All companies invalved in the cormmercial and non-commarcial application of pasticides
must provide proof of a license and certification through the Kentucky Department of Agriculiure,
Additionally, companies providing the above services must alse show proof of being registerad with the
Kentucky Secretary of State as a business In active status and good standing.

Motice to Proceed

The developer may indicate their desired construction start date on the Pre-Construction Conference
Form, however, KHC will notify the developer when all conditions have been satisfied and construction is
authorized 1o begin, This is the developer's Notice 10 Proceed,

KHC will not issua a Matice o Procead with constrecton until the following conditions have been mat:

# Pre-construction conference has been conducied.
= Al pre-construction and pre-closing documents have been received and approved.
« Al applicable loan and equity closings have cocurned.

= KHCs final undensriting has been completed and, for Houging Credit projects, the final credit
resarvalion letler has bean sanl.

o KHE's final project set-up has been reviewed and execubed,

Onca thase condilions have bean salisfied, KHC will relurn the Pre-Consiruction Confarence Form o the
developear, signed and dated by the KHC project specialist. No construction of any kind may begin
until the fully executed form Is returned to the developer, which serves as the developer's Notice
to Proceed. After recaipt of the Matice 1o Procesd, the developer must notify the KHC coanstruction
specialist and the project specialist of the actual date construction will bagin.

Construction may not start on a project before the closing without prior written permission from

KHC. Starting construction early without KHC's permission will affect capacity scoring on future
applications, incur a penalty fee, and result in withholding of KHC funds from the project.

Early Start of Construction

Ir rare, unigue circumstances, KHC may consider, on a case-by-case basis, allowing the developer to
begin limited construction activities prior to closing. Repeated requests for an early start of construction
may result in a capacily deduction In future funding rounds. Al requests for an early start of construction
are subject to the early start fees outlined in Chapter 1.

A developer seeking an early start of construction must complate the waiver requeast form, detailing the
unique circumstances that make an early start an unavoidable necessity, as well as the scope of the work
planned prior to closing. A pre-construction conference must be conducted prior to the start of any
construction. If the eary star request is approved, KHC will send an authonzation leller to the developer,
which must be signed and returned to KHC. Any appraval for an early start will be at the
owner/developer’s own risk, independent of any financing commitment by KHC.

KHG must approve the following before considering an early start request:
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+ Evidence thal the developer already owns the site or will complete the acquisition prior to the star
of construction

& Ownerconlracior agrasment
+ Bullding permits

+ Evidence of general liability, worker's compensation and builder's risk insurances, with KHC
mamed as an additicnal insured

o Assurance of completion (irrevocable letter of credit or payment and performance bond)
« Projects receiving federal funds must also have full environmental clearance.

Construction Inspections

KHC's construction specialist will make regular visits to the project to review progress and ensure the
project conforms to all KHC requirements. A copy of all KHC-approved plans and specifications must be
availlable ai the project sile during inspections. Inspeciion visis will occur al least once a monih, bul may
take placa al any time. Owners must notify KHC 1o completa the inspecton of the following:

1. All foofers prior to pouring.

2. Rough-in on all units when mechanicals are installed and prior o drywall.

3. Project completion when the uniis are ready for occupancy.
KHC s construction spacialist will send the owner an inspaction report for each visit detailing the project
status and any issues noted during the inspection. The owner is responsible for ensuring all issues and

deficiencies are corrected. KHC may conduct a pre-8609 inspection te confirm pledged amenities andfor
ather non-constreclion related attribules.

For Housing Credit only projects, KHC may reguire and accept an alternative inspection report for
the three stages of construction performed on behalf of the investor or other lender.

Construction Draw Requests

KHC s construction specialist will review the requested construction costs during the monthly inspection
and will electronically sign the KHC draw request approving only the hard costs. Al ather costs will be
approved by the KHC program staff person reviewing the draw reguest.

In projects where KHC has awarded both amortizing and deferred or forgiven loan funds, the amaortizing
loan funds must be disbursed first, taking pricrity over deferred or forgiven loan funds.

KHC will disburse up to 40 percent of the developer fee up front and the remaining 60 percent on a
percentage basis in line with the percent of work complated.

Construction Draw Policies

1. KHC will only disburse funds via an Electronic Funds Transfer (EFT) to the account idenfified
an the EFT authorization form submitted during the pre-closing stage.

2. Only authorized persons, as identified on the Authorized Signature Form, may submit a draw
request. Note: the person who submits the draw reguest may not be the same person

who authorizes andlor signs for the disbursement of funds.
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A, DOwners must submit all draw requests alectronically on a fully executed and complated
Program Funding Draw Regueast. Owners must certify that all funds will be disbursed within
five business days of receipt. The architect {if applicable) must certify that all work, labor, and
malerials are satisfactory and In accordance with approved plans and specifications

4. Owners may request disbursemant of KHC funds anly to meel current needs for paymant af
aligible costs. Old invoices or invoices previously paid by another source will not be accapted.

5. Projects that contain commercial space must submit a separate itemization with any draw
request containing commercial space costs, No KHC resources may be used for
reimbursement of commaercial space costs.

6. KHC will nat pay for materials stored off-site. KHC will disburse funds for materials stored on-
site if they are insured, invoiced, properly stored, and secursd.

7. Construction confingancy funds will not be disbursed unless change orders have been
approved by KHC. Unused contingency funds will be recaptured from any KHC funds
awarded 1o the project.

B, KHC will retain 10 percent of the fotal of all KHC funds until final inspection is complete and
all final documents are received and approved.

9. Each project is limited to one draw request per month,

10. Draw reguests must be in whaole dollar amounts, reunded down o the nearest dollar.

11. All HOME andfor MHTF projects must submit a draw request for HOMEMHTF funds ata
minimum of once every 12 months, otherwise the project will be deemed inactive by HUD,

12, A pre-construction conference must be held prior to the start of any construction activities.

13, A KHC construction specialist must approve and sign all constructicn draw reguests. The
construction specialist will review all hard costs and may revise amounis based on current
inspections. KHC program staff will review all requesis for soft costs.

14, Owners must submit the following documentation electronically for each draw request:
¢ KHC Program Funding Dvaw Reguest completed anline

¥ Updated Tille Endorsement to Tille Policy for each KHG funding source for which a draw
requast is submitted, no mora than 30 days old, reflecting the aclual amount of the
proposed disbursement and the tatal amount disbursed to date.

¥ Builder's or Cantractor's Affidavit of len waiver (must be submitted with every draw for all
major component contraclons),

AlA form G-702 and G-703 (if using an architeet), or KHC Payment Reques! Forrm.

¥ Copies of invoices, receipts, etc., for payment of soft costs (and hard costs if an architect
is not involved). All supporting documentation must have the contractor's or
vendor's identification of the project for which the expense was incurred.

Thee title endorsement and all updates must reference the policy number and the names of the
borrower and insured party. All title updates include the following language:

"A disbursement of 8XX (amount of currant draw) was made under the Insured Mortgage. The
fitle search was duly continued down to DATE at TIME (showld be the same dafe the draw was
submitted) and all encumbrances disclosed by the search were disposed of, excep! (nate any
exceplions on Schedule 8. Liabiity under the policy is now increased fo SXX flofal drawn under
the loan), the fotal amount disbursed fo date under the Insured Marlgage. ™
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Final Draw

Owners may reguest a final draw afler KHC has approved all final completion decumentation. The final
draw may include construction interest due to KHC, escrows for taxes and insuranca, or other amounis
due, KHC will not approve the final draw until it has approved the final inspaction, project completion
reports, andior final endorsements/modifications 1o the note.

Change Orders

Owners must submit change orders to the approved final plans and specifications to KHC for approval at
the time the change is needed. Change orders submitted after completion of the work to be changed
will not be approved, unless prior authorization is given by KHC in writing. If KHC s Construction
Spacialist is unabla to review the wark at the time of the changa, or the change arder is hald and
submitted at the end of construction, the change order may not be approved. Change ordars must be
signed by the construction specialist before submittal to KHC for appraval,

Change orders thal include costs for commercial space must provide a separate lemization of change
arder cosis for the commercial space, or a parcantage of the cost attributed to the commercial space for
items shared by both residential and commercial areas (e.9., roof).

KHEC will not approve draws requesting contingency funds untll it has approved the change order, Unless
previously approved, change orders are processed as a draw against the budgeted contingency
funds. The balance of any unused contingency funds will be deducted from the final retainage
budget and the applicable loan modifications will be prepared.

Change Order Process

= Change Orders must be submitted at the time the change is needed. The owner/developer
miust natify the assigned KHC Construction Specialist as soon as possible to schedule an
inspection of any areas pertaining to the change order if needed before the next recurring
inspectian,

+ The Change Order request must inclede: the Change Crder Verification Form, Ala G701
executed by all parlies and any supporling documentation (quates, cost breakdowns, bids, ele.).

«  After receiving the requesl, the Construction Specialist will review the change order far
appropriatenass bo the project scopa, necessity and cost, and then approve or deny the request.
If approved, the Construction Specialist will forward it to 8 member of KHC management for final
approval, If not approved, the request will be returned to the developer's designated contact
andlor person who submitted the request with the reason's for denial stated.

+  Once final approval is achieved, the assigned KHE Multifamily Project Speclalist will be notified of
the approval and will then provide a copy of the approved Change Order to the developer.

+ |l the project involves a draw request, KHG funds cannol be drawn 1o pay for change orders
which have not ba approved or which have been deniad. When raviewing the draw reguest, tha
Caonstruction Specialist will verify the percentage of completion for the project, as well as the
percentage being drawn against approved change order request,
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CHAPTER 14: Program Descriptions

Fallawing is a brief description of the various programs administered by KHC for the production of
affordable muttifamily rental housing. This chart should not be construed as an all-inclusive list of all of the
requirements of each program.

Program

Eligible Applicants & Activities

Summary of Program Requirements

Housing Credit is not 8 source of funds;
it is an allocation of federal tax credits

e An investor purchases the Housing
Credits, which thay claim against thair

Low-ncome the project owner sells o an investor, federal income tax liability for t2n years,
Housing Tax | , Ejgitie applicants are nonprofits, for- The resulting equity from the purchase of
Credits prefit entities and local govemments. credits s used 1o Tnance the project.
-:LI-ITF:: or H.:rw_ewr. for-profit imml_uumani is + The property must remain affordable for a
Housing required to access credits. minimum of 33 years.

EIN{S) + Eligible activities are new construction, |  Ejigible households must have incomes
rehabilitation andior preservation of low- | at or below 60% of the area median.
imcome rental housing,

+ Because bonds are tax-exampt,
dewvealopars can obtain an interest rate

« KHC is the designated bond issuing that is typically kower than market rate.
autharity for all housing projects within « Bonds can be short term (24 manths) or
the Commonwealth of Kentucky, Jong term (up to 40 years)

: Ellglble"azpllcanls are for-profit and + Bond projects utilizing at least 51% of
nanprofit developers. bond proceeds 1o fund eligible project

Tax-Exempt ¢ KHC issues the bonds with proceeds costs are aligible for 4% Houwsing Credils

Bonds gaing o a developar for the purpose of to generata equity for the project.

Utilizing 4% consiructing affordable housing. # Tax-Exempt Bond projects are subject to

Housing + Repayment of the band financing payment of additional fees. Refer to

Credits comes from revenue generated by the Chapter 1: Project Timelines and Fees
project for additional fee requirements.

» Eligitde activities are new construction, + Eligible households must have Incomes
a.c.qu|g|||gn willh nesw constructan, at ar below 60% of the area median.
acquisition with rehabilitation and + The Tax-Exempt Bond program utilizes
rahabilitation of axisting rental wnits. the IRS Saction 142 rent and incoma

limits, which can be found in the
M I nt & Incom Iculatar,

* AHTF is for gap financing anly. = AHTF requests can be in the form of an

» Eligibde applicants are nonprofit amarlizing o deferred loan.

Affordable n:;rgamz_au_ans. Tha n-unpmh.l I‘I‘ILF&_‘[ 7] « AHTE loans are non-recourse.

Housing the majority of the ownership entity and
materially participate in the project for + The minimum affordability period will rot

Trust Fund the: term of the loan b less than 30 years; however, the term

(AHTF) of the loan shall not exceed 30 years.,

Eligible activities are mew consiruction,
acguisition with rehabilitation and
rehabilitation of existing rental units.

» Eligibla housaholds musl have incomes
at or below 60% of the area median.
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« HOME is for gap financing anly.

+ Eligibde applicanis are nonprofit
organizations and for-profit entities.

» HOME funds may nof be used for
refinancing.

HOME is 2 recourse loan.

HOME
Investment # Eligible activities are new construction = HDMI_E !’unl:ls may be slruciured as an
Partnerships |  ScAuisition with rehabilitation and amartizing loan or deferred loan.
(HOME) rehabilitation of existing rental wnits, » The loan term shall be equal o the
— « HOME is a federal program and all sy Lt
federal cross-cutting regulations apply axcead 20 years.
(24 CFR, 92.350 — 92.358). + Eligible households must have Incomes
at or balow 60% of the area median.
« NHTF is for gap financing only. + MHTF funds can be used for constrecton
and parmanent loans. NHTF funds
« Eligible applicanis are nonprofit GHI'II'Iﬁ be used for refinancing
organizations and for-profit entities. S |
- IS 8 recourse 1oan.
» Eligible activities are new canstruction, .
Mational acquisition with renabilitation and + NHTF funds must be sacured with a
Housing rehabilitation of existing rental units. "‘“’t:-:':“?e E":d ""E"?dhe‘: 5:"1':;:"”'“ HEE
Trus amortizing laan or deferred loan,
t Fund s NHTF i subject to all the same federal o g N ) )
{NHTF) cross-culting regulations as the HOME | * The minimum affordability period will nat
program, excapt for Davis-Bacon wage be less than 30 years; however, the term
rates. of the loan shall not exceed 30 years.
+ Projects requesting NHTF must have + Eligible households must have incomes
project-based rental assistance. at ar belaw 30% of the area median.
« Ellgible applicants are nonprofl * SMAL can be used for construction loans
nd t morlg loans. SMAL
organizations, for-profit entities and :Hnnﬁr:::a;d far mf?r?:minns
Small units of local government. 2
y The int t rate will not be ko th.
Multifarmily « Eligible properties must have eleven e KL W o e AT S
Affordable units or less 3.5% and the maximum LTV is 90%,
Loan (S ) ' There iz a 1% origination fee,
MAL = Eligibl fiviti fruction,
Program e S S N RN » The term of the loan shall not exceed 30
ar acquigition with new construction, years. SMAL is a recourse [oan
acquisition with rehabilitation and ) '
rehabilitation ef existing rental units. + Eligible households must have Incomes
at or belaw 120% af the area median.
= Risk-Sharing provides permansnt + The loan term may not exceed 40 years
financing for projects of 5 ar mare units; and the maximum lean-to-value i 90%.
construction loans nol currently allowed. | o | aan interest rate |2 determined
+ Eligible applicanis are nomprofit pericdically as established by KHC.
organizations and for-profit entities. o There is a 1/2% monthly morgage
Risk-Sharing | ,

Rizk-Sharing is a morlgage nsurance
program in conjunction with HUD. Al
federal cross-cutting regulations apply.

Eligible activities are new construction,
acquisition with new constructian,
acquisition with rehabilitation and
rehabilitation of existing rental units.

insurance pramium (MIF).

Risk-Sharing loans are nen-recourse
and must be utilized with Housing
Credits.

Eligible househaolds must have incomes

at ar below 0% of the area median.
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CHAPTER 15: Basic Terms

Affiliate: Any entity that directly or indirectly controls anather entity or has a controlling front door inferest
in the entity.

Affordability period: The required perod af tme the development must continee o remain affordable 1o
e target population.

Bridge loan: A shori-term loan used to finance an enterprise, investment, or government, pending the
recelpt of ather fumds.

Chronically Homeless Person: An unaccompanied homeless individual with a disabling condition who
has either been continuously homeless for a year or more or has had at least four episodes of
hemelessness in the past three years, A disabling condition is defined as "a diagnosable substance use
disonder, serious mental ilness, developmental disability, or chronic physical illness or digability. including
1he co-oocurrence of twa or mora of these conditions.” In defining the chranically homeless, tha larm
"homeless”™ maans "a person sleeping in 8 place not meant for human habitation (e.qg., living on the
sfreets) ar in an emergency homeless shelter”

Coemmunity Ream: This is a designated common anea specifically for the tenants only. I is separate
from other areas such as the office and laundry facility.

Community Service Facllity (C8F): A space available to the public (including non-tenants) usable for
purposes including, but rot limited 1o, child daycare, senlor programs, and job training. They are defined
as lacilities that are designed to primarily serve low-income households (60 percent or less of area
median income). The C5F must be located in a Qualified Census Tract (QCT).

Conflict of Interest: A conflict between the private interests and the official responsibilities of @ person in
a position of trust,

Contiguous Sites: Sites adjacent, bordering, or adjoining each other,

Construction contingency: Funds sel aside for unanlicipated construction exXpenses oF cost ower-Funs
normally calculated as a percentage of tolal hard cost.

Controlling Interest: The possession, directly or indirectly, of and the power to direct or cause the
direction of the management and policies of an entity, whether through the means of ownership, position,
cantract, or otherwisea.

Cost Containment guidelines: Cost guidelinas limiting the amount of total dollars per unit allowsd in the
development,

Debt Coverage Ratio (DCR): Mel operating income divided by tolal debl service (loan payment).

Debt service: The payment of principal, interest, and Mortgage Insurance Premium when applicable) o
repay the loan.

Deed restriction: A limitation that passes with the real property, regardless of the ownar. Usually limits
the real estate’s type of use or intensity of use. See also: Restrictive Covenant.
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Devaloper fee: Fes received by the developsar for coordinating and devealoping the project, including any
fees paid for consulting services or any other fees resembling consultant or developer faes,

Development Team: Developer, Co-Developer, Consultant, andfor Management Company of the
project.

Elderly Project: There are two ways to qualify s an elderly project; All units are coccupied solely by
persons 62 vears of age or older (100 percent eldery) or 50 percent of the units are occupied by at least
one parsan who is 55 years of age or older.

Homeless: A person skeeping in 8 place not meant for human habitation or in an emergency sheler or a
person in fransitional housing.

Identity of Interest: A financial, familial, or business relationship that permils lass than arm’s langth
transactions. This includes but is not limited to: the existence of a reimbursement program or exchange of
funds; comman financial interasts; commaon officers, directors, or stockholders; ar family relationships
between officers, directors, or stockholders,

Leverage: The degree to which an invesior or business is ulilizing borrowed maney.

Lean-to-value ratlo: The ratio of a mortgage loan and the valee of the security pledged; usually
expressed as a percentage

Matching Funds: A minimum of 5% of non-KHC funds provided by the applicant as a match to KHC's
HOME andior AHTF funds, Eligible match sources are described in Chapter 11: Underwriting
Reguirements,

Maximum mortgage amount. The maximum principal amount 1o be loaned under the applicable
[programs.

Maximurm subsidylallocation: The maximum amaount of funding allowed on a perunit Basis.

Mentally Disabled: Having either a psychiatric disorder (e.g., psychosis, neurosis, parsonality, or
behavior disorder), a development disorder (e.g., mental retardation}, or a neurclogical disarder that
affects cognitive or emational functions to the extent that capacity for judgment ks significantly diminished.

Mortgage Insurance Premium: The insurance required to be paid annually for developments utilizing
HUD insurance, as required in the Risk-Sharing program.

Matice of Funding Availability (NOFA): KHC will pericdically publish a NOFA 1o allocate resources
aulside of a competitive funding round, typecally in conjunclion with tax-exempl bonds or far non-housing
credit projects.

Operating Deficit Reserve Account (Rent-Up Reservel: Funds set aside in a reserve account o cover
operating deficits until the project reaches sustaining occupancy. KHC calculates this reserve during the
underwriting stage and must be, at a minimum, sufficiant o cover sic months of oparating expenses and
debt service. Refer to KHC s ODR policy in Chapter 11 of this manual,

Dperating expenses: Both fixed and variable expenses incurmed in the day-lo-day operation of the
praject.
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Other funding sources: Any funding source, nol provided by KHC, being used to fund the project

Physically Disabled: Having a physical condition that adversely affects the day-to-day motor
funciioning, such as cerebral palsy, spina bifida, multiple sclerosis, othopedic impairments, and other
physical disahililies.

Preservation: (Minor rehabilitation is NOT included.) Maintaining existing units or the integrity of the
arnginal existing unit, as closely as possible, Can include the relocation of certain walls or major
components, such as plumbing or electrical systems. However, the existing shell of the building must be
maintained. This can include the reduction of units to update or modermize o meet currant market neads.

Pro forma: A spreadsheet projecting income and expenses (including reserve for replacement) of the
development, as well as debt service, debt coverage ratio, and cash flow for each vear,

Project Completion: All construction is completed, all close out documents have been submitted, final
clasing has occurred (if applicable), and all funds have been expended and disbursed.

Reserve for Replacement: An allowance that provides for the perodic replacement of deterarating
building componenis that must be replaced during the building’s economic life. Funds are set aside ina
resarve account,

Restrictive Covenant: A private agreement that restricts the use and cccupancy of real estate, is par of
a conveyance, and is binding on all subsequent purchasers, may invelve control of 1ol size, salback,
placement of buildings, architecture, cost of improvemeants, or use.

Section 3: Section 3 of the Housing and Urban Development Act of 1968 is a regulation governing HUD
programs 1o ensure thal employment and olhes econamic opporlunities generated by carain HUD
assistance goas, to the greatest extant feasible, to low- and very low-income persons and businessas.
This incledes employment and fraining oppartunities, as well as contracts with businesses. The updated
Section 3 Final Rule is codified at 24 CFR, Part 75 and became effective November 30, 2020,

Section 3 Business Concern: A business thal meels one of the following crileria:

1. At least 51% owned and controlled by low-income ar very low-income persons,

2. Cwver T5% of labor hours performed for the business are performed by Section 3 waorkers; or

3. Atleast 51% owned and controlled by current residents of public housing or Section 8 assisted
heawsing.

Section 3 Worker: Any worker wha is low- or very low-income, as established by HUD income limits;
employed by a Section business concern, or a YouthBuild participant. A "targeted” Section 3 worker s

= A worker emploved by a Section 3 business concern;

= Law- and very low-income workers residing within the neighbarhood or service area of the
progect (defined as within a one-mile radius of the project site, or if fewer than 5.000 people, a
radius from the praject which conlaing 5,000 peaple): ar

« YouthBuild partcipams.

Soft costs: Service cosis and fees that are incurred whan developing a projact.

Single Room Occupancy (SRO): The unit must contain a bedreom and a full bath or an efficiency
kitchen (sink, refrigerator, microwave).
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Stabilized occupancy: The paint-in-fima whan the gross income is sufficient bo cowver the operating
axpanses. Net income is $0 or greater.

Subsidy Layering Review: A review required when a development comblnes Housing Credits with aother
gevarnmantal assistance, including the HOME and NHTF programs, or project-based Section 8 vouchers.

Term of loan: The pericd of time allowad for repayment of the loan amount and any accruing interest.

Total Hard Construction Costs: Total cost o construct the building and ather improvements.

Universal Funding Application (UFA): KHC's online application system which is usad for all
applications seeking KHC funds, The UFA system is also used as a portal for submission of required
documents throughout the life of a project.

Vacancy Rate: The percentage of tofal units that are not occupied.
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ESG Written Standards 2018 Action Plan

a. Standard policies and procedures for evaluating individuals’ and families’
eligibility for assistance under Emergency Solutions Grant (ESG).

The Hearth Acl includes new definitions for At Risk of Homelessness and
Homelessness as they pertain to the Emergency Solutions Grants program. Complete
definitions are found at §576.2 Definitions.

Sub-recipients must implement written agency policies and procedures to determine
client eligibility based on being At Risk of Homelessness or Homeless as defined by
HUD. In addition, sub-recipient policies and procedures must identify acceptable forms
of documentation as defined by HUD at §576.500 to accurately docurnent individuals” or
families” eligibility for ESG assistance. Sub-recipient policies and procedures must be
established in writing and implemented by the sub-recipient to ensure that ESG funds
are used in accordance with the reguirements. In addition, sufficient records must be
established and maintained o enable KHC and HUD to determine whether ESG
requiremants are being met,

Homeless slatus. Sub-recipients musl maintain and follow writlen intake procedures lo
ensure compliance with the homeless definition in §576.2. The procedures must
reguire documeantation at intake of the evidence relied upon to establish and verify
homeless status, The procedures must establish the order of priority for obtaining
evidence as third-party documentation first, intake worker observations second, and
certification from the person seeking assistance third.

Al Risk of Homeless status. For each individual or family who receives ESG
Homelessness Prevention assistance, the records must include the evidence relied
upon to establish and verily the individual or family's “at risk of homelessness” status.
This evidence must include an intake and certification form that meeats HUD
specifications and is completed by the sub-recipient.

b. Policies and procedure for coordination among emergency shelter
providers, essential service providers, homelessness prevention and rapid
re-housing assistance providers, other homeless assistance providers, and
mainstream service and housing providers.

As part of the program requirements in implementing the Emergency Solutions Grants,
sub-recipients must develop, when applicable, policies and procedures for coordination
in order to ensure that emergency shelter providers, essential service providers,
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homeless prevention and rapid re-housing assistance providers along with other
homeless assistance providers and mainstream service and housing providers are
coordinating their activities with the abjective of assisting individuals experiencing
housing crisis andfor homelessness to quickly regain stability in permanent housing.
To comply with the program requirements as defined by HUD at 576.400, sub-recipients
must establish written policies and procedures for effective coordination.

Coordination with other targeted hormeless services. Sub-recipients must coordinate
with existing homeless services providers and demonstrate to the maximum extent
practicable that there is a written process for facilitating client access to other homeless
programs as indicated in section 576.400 — b and c. The process must include the
establishment of a coordinated assessment at intake that allows rapid referrals.

System and program coordination with mainsiream resources. Sub-recipients must
establish a coordinated case plan that includes client goals and measurable outcomes.
Coordination will also include a needs assessment plan along with a mainstream
service eligibility and access plan with existing programs that target youth, individuals
and families at risk of homelessness.

Centralized or Coordinated Assessment. Sub-recipients must align the determination of
eligibility based upon the definitions of Af risk of Homelessness or Homeless as
established by HUD (576.2). Any assessment, including screening and/or referral
process must be:

* Consistent - All assessment, screening and referral protocols are clearly
delineated by the COC and reprised in the grant agreement to ensure that it is
binding. Sub-recipients will be trained on intake and screening policies befare
any grant axecution,

o Accurate - To ensure accuracy of needs assessment, sub-recipients must
demonstrate as much as possible that the assessment process is coordinated
with other targeted homeless service providers.

As best practice, sub-recipients are encouraged to secure and have on file a
Memorandum of Understanding with targeted homeless service providers,

For the purposes of privacy and safety, victim service providers may choose not to use
the centralized or coordinated assessment system.
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c. Policies and procedures for determining and prioritizing which eligible
families and individuals will receive homelessness prevention assistance
and which eligible families and individuals will receive rapid re-housing
assistance.

Sub-recipients must implement written policies and procedures for determining which
individuals and families who qualify as af risk of homelessness can raceive
homelessness prevention assistance and which of those individuals and families should
be prioritized for that assistance.

Homelessness Prevention Assistance. ESG funds may be used to provide housing
relocation and stabilization services and short- and/or medium-term rental assistance
necessary to prevent an individual or family from moving into an emergency shelter or
another place described in paragraph (1) of the homeless definition in §576.2. This
assistance, referred to as homelessness prevention, may be provided to individuals and
families who meet the criteria under the at nisk of homelessness definiion, ar who meet
the criteria in paragraph (2), (3], or (4) of the homeless definition in §576.2 and have an
annual income below 30 percent of median family income for the area, as delermined
by HUD, Homelessness prevention should only be considered when the assistance is
necessary to help the program participant regain stability in the program participant’'s
currgnt permanent housing or move into other permanent housing and achieve stability
in that housing.

Sub-recipients must implement policies and procedures to determine client eligibility
based on the program participant meeting the homeless andfor at risk of homeless
definitions at §576.2. In addition, the policies and procedures must outline how the
subrecipient will determine the program participant’s household income does not
exceed 30 percent of median family income for the area as determined by HUD,

Sub-recipients must implement written policies and procedures to ensure that
homelessness prevention assistance is necessary to help the program participant
regain stability in the program participant's current permanent housing or move into
other permanent housing and achieve stability in that housing. In the event that the
sub-recipient determines that homelessness prevention assistance could not help the
program participant regain stability in permanent housing, the policies and procedures
must ensure the program participant is informed that they do not qualify for assistance
for this reason.
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Sub-recipients must implement written procedures to outline what type of homelessness
prevention assistance the program participant is qualified to receive and in what order of
priority.

* Eligible homelessness prevention assistance:
- Housing relocation and stabilization services requirements in §576.105
- Short-term and medium-term rental assistance requirements in §578.106

Al Risk of Homeless status. For each individual or family who receives ESG
Homelessness Prevention assistance, the records must include the evidence relied
upon to establish and verify the individual or family’'s af nisk of homelessness status.,
This evidence must include an intake and certification form that meets HUD
specifications and is completed by the subrecipient.

Annual Income status. For each individual or family who receives ESG Homelessness
Prevention assistance, the record must include documentation that the program
participant has insufficient financial rescurces and support networks; e.qg., family,
friends, faith-based or other social networks, immediately available to attain housing
stability and meets one or more of the conditions under paragraph (1)(iijof the definition
of at sk of homelessness in §576.2

Rapid Re-Housing Assisfance. ESG funds may be used to provide housing relocation
and stabilization services and short- and/or medium- term rental assistance necessary
to help a homeless individual or family move as guickly as possible into permanent
housing and achieve slability in that housing, The rapid re-housing assistance must be
provided in accordance with the housing relocation and stabilization services
requirements in §576.105, the short- and medium- term rental assistance reguirements
in 8576.106, and the written standards and procedures established under §576.400.

Sub-recipients must implement policies and procedures to determine client eligibility to
receive rapid re-housing assistance. An individual or family's ability to sustain housing
should not be a threshold requirement. The written policies and procedures should
identify how the program participant will receive services to overcome their immediate
housing obstacles and connect them with the resources they need to stay housad when
the program ends.

Sub-recipients must implement written policies and procedures to ensure that rapid re-
housing assistance is necessary fo help the program participant move as quickly as
possible into permanent housing and achieve stahility in that housing. In the event that
the sub-recipient determines thal rapid re-housing assistance could not help the
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program participant achieve stability in permanent housing, the policies and procedures
must ensure the program participant is informed that they do not qualify for assistance
for this reason.

Rapid re-housing assistance should be targeted to program participants who are closest
to going into a shelter, car, or the street, if not those who are about to spend their first
night there (referred to as “diversion™). Written policies and procedures should identify
an effective targeting policy to prioritize those most in need of quickly moving into
permanent housing as those being eligible to receive rapid re-housing assistance.
Sub-recipients should ensure that their program priorities are consistent with the goals
of the state plan to end homelessness and the Federal Strategic Plan.

Sub-recipients must implement written procedures to outline what type of rapid re-
housing assistance the program paricipant is qualified to receive and in what order of
priority. Policies and procedures must include standards of determining the type,
amount, and duration of housing stabilization and/or relocation service to provide to the
program participant, including the limits, if any, on the homelessness prevention or rapid
re-housing assistance that each program participant may receive, such as the maximum
amount of assistance, maximum number of months the program participant receive
assistance; or the maximum number of times the program participant may receive
assistance,

. Eligible rapid re-housing assistance:

Housing relocation and stabilization services requirements in
£576.105

Short-term and medium-term rental assistance requirements
in §576.106

d. Standards for determining the share of rent and utilities costs that each
program participant must pay, if any, while receiving homelessness
prevention or rapid re-housing assistance.

The homelessness prevention and rapid re-housing assistance components allow caps
and conditions to be set by the subrecipient agency as they pertain to short- and
medium-term rental assistance at §576.106 (b). In the event that the subrecipient elects
to set caps and/or conditions to the type of assistance being provided, they must be
outlined in the agency's written policies and procedures and must apply to all program
participants.
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Sub-recipients may set a maximum amount or percentage of rental assistance that a
program participant may receive a maximum number of months that a program
participant may receive rental assistance, or a maximum number of times that a
program participant may receive rental assistance. Sub-recipients may also require
program participants to share in the costs of rent; however, the program participant
should never be required to contribute more than thirty percent of the household income
toward the cost of rent,

If the amount of assistance will be based on a percentage of the program participant’s
income, the policies and procedures must specify what the percentage will be used and
how the income will be calculated. Under no circumstances should the percentage of
the participant’s income contributed toward rent exceed thirty percent of the household's
manthly income.

&. Standards for determining how long a particular program participant will be
provided with rental assistance and whether and how the amount of that
assistance will be adjusted over time.

As part of the program reguirements in implementing the Emergency Solutions Grants,
the sub-recipients must develop consistent standards for determining the duration, the
provision and the adjustment of rental assistance,

Prevention . ESG assistance funds may be used to provide housing relocation and
stabilization services and short- and /or medium-term rental assistance necessary to
prevent an individual or family fram moving into an emergency shelter or another place
nol meant for hurnan habitation (see homeless definition 576.2). This type of assislance
is referred to as prewvention (see 576.103).

Sub-recipients must establish consistent standards regarding:

Eligibility - All determination of homeless prevention must meet the criteria under the at
risk of homelessness definition which must be appropriately documented. All
documentation must demonstrate that the assistance to an individual or family is
necessary to help regain stability in the participant’s current home. All participants must
have an annual income at or below 30 percent of area median income for the area as
defined by HUD (see 576.105)

Duration of assistance - All short-term rental assistance must not exceed three (3)
meonths of rent during any 24-menth period,
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Discrelional capping'conditions — Sub-recipients must establish written policies that
clearly state the maximum amount or percentage of rental assistance as well as the
number of months that a program participant may receive assistance (see 576.10658).
All rental assistance must not exceed the Fair Market Rent (FMR) established by HUD,
as provided under 24 CFR part 888 and comply with HUD's standard of rent
reasonableness as defined under 24 CFR 982.507

Rental adjustment — Sub-recipients must re-avaluate the eligibility of the program
participant and the amounts of assistance once every three months. All re-evaluation
must be documented and establish that the program participant does not have an
annual income that exceeds 30 percent of area median income. For the purposes of re-
evaluation of eligibility, sub-recipients must document any changes in the program
participant income or other circumstances such as changes in the participant's
household composition.

Rapid re-housing. ESG assistance funds may be used to provide housing relocation
and stabilization services and short- and/or medium-term rental assistance necessary to
help a homeless individual or family 1o move as guickly as possible into permanent
housing and achieve stability in that housing. This assistance, referred 1o as rapid re-
housing., may be provided to program participants who mest the criteria under the
definition of homelessness (see homeless definition as defined by HUD under 576.2)
Sub-recipients must establish consistent standards regarding the provision of this type
of assistance (see 576.105 housing relocation and stabilization services).

Efigibifity. All documentation must demonstrate that the assistance to an individual or
family meet the definilion of homelessness as defined by HUD. All participants must

have an annual income at or below 30 percent of area median income as defined by
HUD (see 576.105).

Duration of assistance. Eligible participants will be provided with no more than 24
months of rental assistance during any three-year period. Sub-recipients must establish
written policies and procedures around this provision. If caps and/or conditions are
applied, the written policies must clearly state the maximum amount or percentage of
rental assistance as well as the number of months that a program participant may
receive assistance (see 576, 1068). All rental assistance must not exceed the FMR
established by HUD, as provided under 24 CFR part 888 and comply with HUD's
standard of rent reasonablenass as defined under 24 CFR 982.507. Sub-recipients
must ensure that all program recipients receiving project-based rental assistance must
have a one-year lease regardlass of the length of the rental assistance.
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Renial adjustment.  Sub-recipients must re-evaluate the eligibility of the program
participant and the amount of assistance annually. All re-evaluations must be
documented in writing and establish that the program participant does not have an
annual income that exceeds 30 percent of area median income. For the purposes of re-
evaluation of eligibility, sub-recipients must document any changes in the program
participant income or other circumstances such as changes in the participant's
household composition.

f. Standards for determining the type, amount, and duration of housing
stabilization and/or relocation services to provide a program participant,
including the limits, if any, on the homelessness prevention or rapid re-
housing assistance that each program participant may receive, such as the
maximum amount of assistance, maximum number of months the program
participant receives assistance; or the maximum number of times the
program participant may receive assistance.

Under housing relocation and stabilization services, financial assistance and services
cosls are subject 1o the general conditions under (576,103 and 576.104)

Housing relocation and stabilization services for prevention and rapid re-
housing

Rental application fees. Sub-recipients must have established written policies
determining the provision of this assistance. The policies must be in compliance with
HUD requiremants. All rental application fee assistance to eligible individual or family
program participants must be appropriately documented, See 576,105 (1).

Securily deposiis. Must be in compliance with HUD requirements. All deposits must be
equal to no more than 2 months” FMR based rent, appropriately documented and must
have been calculated in the program participant’s rental assistance. See 576.105 (2).

Last month's rent. Must be based on sub-recipient written policies and must be in
compliance with HUD requirements. When last month's rent assistance is provided, it
must not exceed one moenth FMR-based rent, appropriately documented and must have
been calculated in the program participant’s total rental assistance which cannot exceed
24 months in any three-year period. See 576.105 (3).
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Utility deposits. Must be in compliance with HUD requirements. All utility deposit
payments to eligible program participants shall not exceed 24 months within any three-
year period. See 576,105 [4).

Utility Payments. Must be in compliance with HUD requirements. All utility payments
to eligible program participants shall not exceed more than 24 months within any three-
year paried. If needed, sub-recipients can make up to six months of utility payment
arrearages per program participant. A partial payment of a utility bill must be
considered as one month's assistance. This assistance may only be provided if the
program participant or a member of the same household has an account in his or her
name with a utility company or proof of responsibility to make utility payments. Eligible
utility services are gas, electric, water and sewage. See 576.105 (5).

Moving Costs. Must be in compliance with HUD requirements. All moving costs must
be executed consistent with sub-recipient written and documented policies. Eligible
moving costs are truck rental, hiring a moving company, etc. In case of the payment of
temporary storage fees, paymeants up to three months' costs are eligible. Eligible
participants must have acerued the determined fees after the date of entry in the
program and before entry in permanent housing. The payment of arrearages is not
eligible.

Housing search and placemeant. For all housing search and placement activities, sub-
recipients must include: assessment of housing barriers, needs and preferences;
development of an action plan for locating housing; housing search; outreach to and
negotiation with owner; assistance with submitting rental applications and
understanding leases; assessment of housing to ensure compliance with ESG
requirements for habitability, lead-based and rent reasonableness; assistance with
obtaining utilities and making moving arrangements; tenant counseling.

Housing stability case management. Must be in compliance with HUD requirements
and must include all required activities to ensure and maintain stability in permanent
housing. Permanent housing search and placement assistance cannot exceed 30 days.
If the program parficipant is living in permanent housing, any housing stability case
management activity cannot exceed 24 months.

Performance Standards

Measures include how KHC will evaluate each ESG service provider's effectiveness in:
A, Targeting those who need the assistance most,
B. Reducing the number of people living on the streets or in emergency shelters
C. Shortening the time pecple spend in homelassness

Page | 9



D. Reducing each program participant's housing barriers or housing stability risks.
E. Analyzing Program Oulcomes

All standards are aligned with the HEARTH Act standards
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HOME Program Recapture Provisions

HOME funds are administered by Recipient Agencies statewide. Recipient Agencies will advise
clients prior to committing HOME funds that Recapture Provisions will apply. KHC requires
Recipient Agencies o utilize Recapture Provisions for any application that is received through
the competitive funding process. The HOME funding agreement, which 1s executed with ach
Recipient Agency, containg the following language:

Recapture Provisions -

All Recipient Agencies receiving an allocation of HOME funds to undertake homebuyer
activitics will be required to utilize the recapture provision as described by the HOME
regulations at 24 CFR 92 254l di 2) - Reduction During the Affordability Peviod. This
provision will be enforced by including appropriate language in the HOME written agreement
with the homebuyer, mortgage documents, and lien documents. The initial homebuyer must
reside in the home as his'her principal residence for the duration of the period of affordability,

In the event the homebuyer transfers the property, either voluntarily or involuntarily, during the
peeriod of affordability, KHC or the Recipient Agency recaptures all or a portion of the "direct”
HOME assistance provided to the homebuyer from the available net proceeds.

The direct HOME assistance 15 the total amount of HOME assistance that enables the buyer to
purchase the unit, including: downpayment and closing cost assistance, interest subsidies, and
other assistance provided directly to the homebuyer (e.g., soft second mortgage), and if

applicable, the amount that reduces the purchase price from fair market value to an affordable

price.

The portion recaptured by KHC or the Recipient Agency will be a pro-rata amount of the direct
HOME assistance, The total amount of the loan will be reduced for cach year that the owner
cecupies the umit, For instance, for cach year of a five-vear affordability period, one-fifth of the
amount of the HOME assistance will be forgiven.

To make the determination of what is forgiven:

{MNumber of years the buyer occupied the home/period of affordability) X total amount of direct
HOME assistance ongmally provided to the homebuyer = amount forgiven,

Total amount of direet HOME assistance — the amount forgiven = Recapture Amount,

In the event net proceads of the sale are insufTicient w repay the amount owed, recaptured funds
will be egual to net proceeds, and the loan will be considered satisfied. MNet proceeds are defined
as the sales price of the home minus superior loan repayment (not including HOME loans) and
any closing costs,



The recapture provision is in effect for a period of affordability that 15 based on the amount of
direct HOME assistance to the buyer, as follows:

Amount of DHrect Assistance to Buyer Period of Affordability
Under 513,000 3 years

S15,000 1o S40,000 10 years

Crver 340,000 15 years

Recapture Example - Ms. Mary Smith purchases a home for $105,000 in June of 2011 and
received 520,000 in direct HOME assistance from ABC nonprofit (who is a Recipient Agency
using HOME funds from KHC) Ms, Smith sells the hoose in August 2016, after the fifth vear of
affordability. As a result, 30 percent of her loan is forgiven and a balance of $10,000 is to be
repaid from the net proceeds. However, if the net proceeds of the sale are msufficient to repay
the balance, the amount subject to recapture will be equal to the net proceeds.

Noncompliance

During the affordabality period, noncompliance occurs when an owner (1) vacates the property or
rents the property to another household. or (2) sells the home without KHC receiving recaptured
funds due at time of sale. KHC will monitor its homebuyer properties at least annually to
confirm that owners continue to reside in the units as their principal residence. In the event of
noncompliance, the owner is subject to repay any outstanding HOME Tunds invested in the
housing. This 15 based an the total amount of HOME funds invested, including both development
funds and direct subsidy to the buyer minus any HOME loan repayments.
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KHC Minimum Design Requirements

lowing minimum design items are for all newly constructed multifamily units

constructed under the Kentucky Building Code, For rehabilitation and adaptive reuse

projects, i

tems which are added or replaced in the scope of work, must comply with this

standard. Multifamily projects consisting of townhouses, duplexes, triplexes, or single
family detached structures shall meet KHC's Minimum Design Standards for “New
Construction of Single-Family Dwelling Units" or “Rehabilitation of Single-Family

Dwelling Units™ as regulated by the Kentucky Residential Code,

KHC's Minimum Design Standards are a vehicle to promote modern construction and
design practices for builders, contractors, and design professionals who utilize funding



from Kentucky Housing Corporation. Other methods of construction and design may be
acceptable on a case by case basis. If your design does not satisfy KHC's Minimum
Design Standards, please contact the Department of Design and Construction Review
for further assistance.

Division |: General Reguirements

1) Minimum Design Standards:
a) Minimum Design Standards shall apply when KHC funding exceeds ten percent

(10%) or more of cost per unit to all new construction and reconstruction of
multifamily dwellings, all applications involving adaptive reuse converting a
former use to residential use and limited rehabilitation projects constructed with
funds from the HOME Investment Partnerships Program (HOME), Affordable
Housing Trust Fund {AHTF), SMAL, Risk Sharing, Housing Tax Credits and Tax
Exempt Bonds.

b) This standard shall apply to the proposed scope of work for all
rehabilitation of existing multifamily properties and structures,

2) Waiver Process: Understanding that no single code or standard can cover the
infinite number of possible configurations and circumstances that may arise during
rehabilitation or construction, a written request for waiver to a KHC requirement will
be earnestly considered.

a) All requeslts for existing projects are to be submitted electronically using KHC s
Universal Funding Application system waiver request form located within the
UFA, under the "Other Actions" tab.

i} The request must detail the necessity of variance from this code.
Photographs are encouraged where necessary (o convey understanding.

i) Applicants seeking a waiver to any KHC policy or project requirement, or a
modification to KHC funding amounts or terms, must submit this completed
modification/waiver request form along with any supporting documentation
necessary for KHC to make an informed decision. Each waiver or



3)

4)

3)

modification request must be submitted on a zeparate form; two or more
waiver requests cannot be combined on one form. All associated fees must
be paid at the time the requeslt is submitted; no waivers or modifications
will be considered until the fee(s) have been received, Please refer to the
Multifamily Program Guidelines for more detailed information.

Codes: All construction shall comply with applicable code and standards listed

below:

a) Kentucky building and residential construction codes

b) Kentucky Housing Corporation’s Minimum Design Requirements

¢) Local planning and zoning requirements

d) Local authorities’ rules and regulations

&) The Fair Housing Amendment Act of 1988 (applies to units constructed for first

accupancy on or after March 13, 1981)

f) Section 504 of the Rehabilitation Act of 1973

g) Americans with Disabilities Act of 1990

Soil Treatment-Termite Protection: A proper and complele termile inspection and

appropriate treatment of all property is required.

a) The inspection must be completed by a licensed exterminator who shall report
any termite activity located and treatment applied.

b) A warranty for a period of a minimum of one year on all treatments is required,

Radon Reduction: Passive radon venting is required in all new construction,

Rehabilitation projects and adaptive reuse projects where radon levels are known to

be at or above 4 pCill (Picocuries per liter of air) shall be retrofitted with a venting

system.

a) A design professional shall design the venting system for all existing structures.

b The radon vent pipe shall pass through a heated portion of the structure and an
accessible attic space or chase which will allow adequate working space to
possibly install an inline fan.

c} Electrical provisions shall be roughed in, in an accessible attic or chase, for
possible future installation of an inline fan.



(1) If in the future it becomes necessary to supply power to the radon fan,
power shall be derived from a house metering source and may not be
supplied from an individual dwelling power source.

6) Energy Efficiency: Documentation andfor calculations that the building envelope

meets or exceeds the 2012 IECC reguirements must be provided from REScheck or
other approved software. REScheck is a US Department of Energy free download

at;

a)

b)

c)

http:/f'www.energycodes.govirescheck/

MNew Construction: All newly constructed residential building envelope designs

shall meet or exceed minimum energy efficiency requirements of the 2012
International Energy Conservation Code (IECC).
Adaptive Reuse: All projects invalving any combination of adaptive reuse which
reguires reclassification of building Use Groups as defined by the Kentucky
Building Code shall exceed the minimum energy efficiency requirements of the
2009 |[ECC,
(1) This section shall apply to the extent not exempted by the Historic
Preservation Office of the State of Kentucky.
Rehabilitation: Rehabilitation projects which do not involve use group changes
are not subject to energy efficiency requirements except where new construction
or alterations to existing structures occur. In these instances, exposed building
cavities and alterations shall be upgraded to comply with applicable provisions of
the 2012 |IECC,
(1) This section shall apply to the extent not exempted by the Historic
Preservation Office of the State of Kentucky.

T) Testing:
a) New construction; Building envelope and duct system tightness testing must be

completed and comply with the 2012 IECC and reported o KHC.

b) Adaptive Reuse; Building envelope and duct system tightness testing must be

completed and the results must comply with the 2009 |IECC. All testing results
must be reported to KHC.



c}

d)

e)

Testing for new construction, adaptive reuse, and rehabilitated buildings must

verify compliance with the applicable ASHRAE Standard for ventilation and

acceptable indoor air guality, (ASHRAE 62.2 or ASHRAE 62.1).

All duct leakage tests must use total leakage as the method of testing when the

duct system is cutside the thermal envelope. Guarded blower door or

compartmentalization blower door testing are the acceptable methods of

infiltration verification. A minimum of 10% of the units will be selected by KHC for

testing.

Diagnostic testing shall be reported by one of the fallowing methods:

i) Documentation from a licensed and certified HERS rater.

i) Documentation from a Building Analyst, licensed and certified, by the Building
Performance Institute.

iii) Documentation from a licensed and certified HVAC contractor, qualified in
pressure diagnostic testing of the duct systems and total air infiltration,

iv) Documentation from a Weatherization Assistance Program trained Dwelling
Meeds Evaluator or Energy Audilor.

v) Other methods will be considered upon written requeast

8) Quality Assurance: General Contractors and/or subcontractors shall furnish a

9)

written material and labor warranty on all work.

Unit Size Requirements: The following minimum sguare foot measurements are

required for different types of units. For purposes of this requirement, net square

b)

feet are the heated and cooled area of the unit.

a) SRO units: shall contain at least 150 square feel (common kitchen and bath)

Efficiency units: shall contain at least 400 square feat

c) One-bedroom units: shall contain at least 600 square feet

d) Two-bedroom units: shall contain al lzast 800 net square feet

&) Three-bedroom units: shall contain at least 1,000 net sguare feet
f) Four-bedreom units: shall contain at least 1,100 net sguare feet

10)Universal Design Requirements: Projects that receive debt or subsidy financing

from KHC equal to ten percent (10%) or more of the total project hard cost for the



purposa of constructing single family or multi-family housing shall comply with KHC's

Universal Design Policy.

a) Please consult KHC's web site for the most current version of the KHC Universal
Design requirements:
http:/lwww.kyhousing.org/uploadedFiles/Housing_Production/Design_and
Construction/UniversalDesignStandards.pdf?n=7407

b} Units which are covered by the Fair Housing Amendments Act of 1988 are

not required to satisfy Universal Design reguirements.

Division 2: Existing Conditions

1) Soil boring and Testing: All new construction which contains 12 or more units will
be required to have a soils analysis test performed by a Commonwealth of Kentucky
approved testing laboratory. KHC reserves the right to require a soils test on any

project regardless of construction type or unit size. Results of the test shall comply
with KBC requirements.

Division 3: Concrete

1) Exterior Concrete: Shall conform to the latest revised Standard Specification for
Partland cement, ASTM C595.

a) All exterior concrete shall have a minimum 28-day compressive strength of
4000 psi and be entrained with 5 percent air with a minimum cement content of
520 |b per cubic yard (5.5 sacks).



2)

3)

b) Expansion-joint material shall be %" thick asphalt-impregnated pre-maolded
fiber, ASTM D1752. Follow American Concrete Institute (ACI) 318.

¢) Concrete driveways and parking areas shall be minimum 6" thick.

d) Exterior concrete for walks, porches, and stoops shall be minimum 47 thick.

Concrete Finishes:

a) Walkways: Provide a non-slip finish and provide % inch per foot crown of cross
slope in the direction of drainage.

Concrete Testing: All new construction containing twelve (12) or more units will be

required to have concrete strength tests performed by a Commonwealth of Kentucky

approved testing laboratory. Results of the tests shall comply with the KBC, KHC

Minimum Design (this standard), and be provided fo the KHC Construction Specialist

assigned to the project.

Division 4: Masonry

1)

Face Brick: Shall be ASTM C 216, Type FBS, Grade SW, or equivalent,

Division 5: Metals

1)

2)

Metal Ties: For newly constructed units, metal tie-down or "hurricane” straps shall

be used at each bearing location of each roof truss, rafter and ceiling joist.

a) Correct nails and nailing pattern as required by the manufacturing company of
the strap shall be used.

Steel Lintels: Steel lintels, when specified for openings in masonry walls, shall be

primed and painted.



Division 6: Woods/Plastics/Rough Carpentry/Millwork

1) Stair Riser and Tread Construction: Except stairs in individual dwellings, all newly
constructed steps shall have a riser not greater than 7 and a tread of 117,

2] Wood Exposed to Weathering Elements: All exterior wood shall have a minimum
preservative retention rate of 25 percent for above ground applications and a
minimum preservative retention rate of 40 percent for all wood in contact with the
ground.

3) Wood Decking: Exterior decking shall consist of composite or pressure Ireated
wood material.

4) Exterior Wood Stairs: Exterior wood stairs shall be constructed with properly
treated dimensional lumber,

5) Exterior Handrails: Exterior handrails shall be consiructed of metal or plastic and
must meet all other code requirements pertaining to handrails.

Division 7: Thermal and Moisture Protection

1) Minimum masonry siding: Siding material of all newly constructed buildings shall
cansist of a minimum of fifty percent (50%) brick. stone, or other KHC approved
materals. The bricked area calculation of fifty percent shall not include window and
door areas nor brick below finished grade. Elevation plans shall include calculations
documenting the percent coverage of all siding types per building.

2) Weather Protection: All exposed wood shall be protected from weathering by a
minimum of one or more of the following materials or methods.

a) Metal: 0.019" minimum thickness aluminum, factory finish (coil stock).

b) Maturally Durable Wood: Redwood, Cedar, or other naturally durable woods
may be exposed o weathering conditions without cladding or other proteclive
coverings. Stain or sealing exposed wood is required.,

¢) Composites: Cement fiber board or other durable material may be used as
approved by KHC,

d) Pressure Treated Lumber: Wood shall have a minimum preservative retention
rate of 25 percent for above ground applications.

3) Roof Covering:

a) Shingles: Seal tab type over 15 Ib. felt, with minimum 25-year product warranty
or better,

b) Metal:




4)

5)

6)

7

i} 29-gauge minimum thickness aluminum or galvanized steel with factory finish
applied over solid decking.

if) 28-gauge if applied on purlins

Gutters and Downspouts: All structures shall have gutters and downspouts and be

appropriately designed per code with a minimum 5° gutter and a 2"x 3" downspoul.

a) All downspouts shall empty onto concrete splash blocks or be piped to an
appropriate location.

b) Downspouts shall not discharge directly onfo sidewalks or other walking
surfaces.

Siding: Exterior siding shall consist of one or more of the following materials or

other materials approved by KHC.

a) Composite: Fiber cement siding, primed, with two-coat minimum finish or
factory finish.

b) Metal: 26-gauge minimum thickness aluminum or galvanized steel with factory
finish.

c) Vinyl: 0.042" minimum thickness, UV protected.

d) Wood: Cedar or redwood stained or primed once with 2-coat minimum finish.

a) Brick Veneer: Shall be ASTM C 216, Type FBS, Grade SW, or eguivalent,
modular size.

f) Artificial stone or brick: installed o manufacturer's instructions.

Insulation: In new construction, adaptive reuse, and rehab to the extent the

structure s exposed, the building thermal envelope shall be insulated to the

following minimum values:

a) Floors over unconditioned space: R-19

b) Exterior walls: R-20

c) Ceilings: R-49

d) Slab Foundations: R-10 continuous

e) Conditioned Crawl Walls: F-10 continuous

i) This section shall apply to the extent not exempted by the Historic
Preservation Office of the State of Kentucky and Kentucky Building
code.

Aiir Infiltration:
a) Mew construction structures shall be air sealed to prevent air exchange
between conditioned and unconditioned spaces by the following means.

i) Exposed penetrations of floor, walls, and ceilings, such that occur at access
apenings, electrical wiring and outlel boxes, plumbing piping, and ducts, shall
be sealed lo prevent free passage of air between conditioned and
unconditioned spaces or the exterior,
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ii) Exposed walls in attics, separating the conditioned space of the dwelling unit
from the unconditioned space in the attic, shall have an approved air barrier
installed on the attic side of the wall.

iii) Access doors from conditioned spaces to unconditioned spaces, such as
attics and crawl spaces, shall be weather-stripped and insulated to a level
aequivalent to the insulation on the surounding surfaces.

iv) Recessed luminaries installed in the building thermal envelope, shall be
sealed to limit air leakage between conditioned and unconditiocned spaces.

v} All recessed luminaries shall be IC-rated and labeled as meeting ASTM E
283, when tested at 1.57 psf (75 Pa) pressure differential; with no more than
2.0 cfm (0.944 Lis) of air movement from the conditioned space to the
unconditioned space.

b) Rehabilitated structures shall be air sealed to the extent cavities are exposed.

Division 8: Doors, Windows, and Glazing

This section shall apply to the extent not exempted by the Historic Preservation
Office of the State of Kentucky and Kentucky Building code.

1) Exterior Doors: MNew or replacemeant exterior doors shall be 1 32" thick, made of

2

3

)

steel or other equally durable material, insulated unless of solid wood (not
particleboard) and be appropriately finished as recommended by the manufacturer,
a) Door Energy Ratings:
i) All opague exterior doors shall have a U-factor equal to or less than 0.21.
i) Doors less than fifty percent (50%) glass shall have a U-factor equal to or
less than 0.27.
i) Doors greater than fifty percent (50%) glass shall posses a U-factor equal
1o or less than 0.32.
b) Unit entry door hardware: All unit entry doars shall have a lever key-lock latch,
doorknocker, security accessories (eyelet and deadbolt), and kick plate.
Interior Doors: Mew or replacement doors shall be solid wood, composite, or
hollow core panel doors.
a) Interior doors shall be a minimum of 1 34" thick.
b) Interior Hardware: All doors shall be equipped with lever-handle hardware.

i) All bedrooms and bathreoms shall be equipped with privacy locks,
Windows: All new construction and replacemeant windows shall meel the following
reguirements:

a) All window frames must be of solid vinyl, thermally broken aluminum,
fiberglass, wood, or wood clad.
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b} The vapor seal on the glazing must have a minimum ten-year warranty.
c}) The operation of all windows shall have a minimum one-year warranty.
d) All windows shall have a National Fenestration Rating meeting minimum
energy code requirements for Zone 4.
i) Al windows shall have a U-Factor equal to or less than 0.32 and an SHGC
rating equal to or less than 0.40.

Division 9: Finishes

This section shall apply to the extent not exempted by the Historic Preservation

Office of the State of Kentucky.

1) Exterior Ceiling: When using vinyl or aluminum material for porch ceilings, provide

2

3

4

J

a rigid, solid backing such as O3B, plywood, or furting strips per manufaciurer's
instructions.

Exterior Finishes: Exterior building elements shall be properly finished.

a) Posts and Columns:

i) Mew construction exterior posts and columns at deck level and above shall be
vinyl or aluminum clad, aluminum, fiberglass, metal, or composite material.

ii) Rehabilitation projects may repair or replace in kind to the existing
canstruction methods.

b) Handrails: Exterior handrails shall be smaooth vinyl, metal, or composite
material, weather resistant, and painted or factory finished.
c) Guardrails:

i) Mew construction and replacement guardrails shall be vinyl, aluminum,
fiberglass, metal, or composite material and finished with a factory or field
applied coating suitable for effective weather resistance.

ii) Rehabilitation projects may repair in kind to the existing construction
methods.

d) Fiber Cement Siding: Shall be factory finished or be painted with at least two
coats of exterior grade paint,

Entry Door Floor Finish: On the interior side of the main entry door within each

dwelling unit, there shall be an uncarpeted, finished floor area.

a) This area shall be no less than sixteen (18) sguare feet.

Finished Floor Treatments: Mew construction or replacement interior floor finishes

shall meet one or more of the following standards:

12



5)

6)

]

a) Sheet Carpet: 25 oz. minimurmn, 100 percent nylon. Other options include Berber
type with blended fiber. In high traffic areas, 30 oz. Minimum is required.
iy Carpet Padding: Minimum 7/16" thick, 6-Ib. re-bond polyurethane.
b) Carpet Tiles: 20 oz. minimum
i) Provide product adhesive and underdayment as recommended by the
manufacturer,
i) All surfaces shall be clean, dry, and appropriate temperature during
installation,
c} Sheet Vinyl: Shall be Armstrong or equivalent minimum 10 mil wear layer.
i} Provide product adhesive and underlayment as recommended by the
manufacturer.
i) Al surfaces shall be clean, dry, and appropriate temperature during
installation.
i) Vinyl sheet flooring shall conform to the requirements of ASTM F 1303, Type
.
d} Vinyl Tile: Shall be Armstrong or other approved equal, 1/8" x 12" x 12",
i) Provide product adhesive and underlayment as recommended by the
manufacturer.
i) All surfaces shall be clean, dry, and appropriate temperature during
installation.
i) Follow manufacture’s recommendation for pattern layout.
&) Wood Flooring: Flooring shall be tongue and groove hardwood, factory finished
or have a minimum of three coats of site-applied, UV-protective polyurathane.
f) Other Flooring Products: Ceramic tile, vinyl plank, and laminates shall be
installed in accordance with manufacturer's specifications.
Interior Doors: Mew construction or replacement interior doors shall be factory
finished, painted, or stained as follows:
a) Paint: primed once, with two-coal satin, semi-gloss finish on all sides and faces
including tops and bottoms.
b) Stain: stain or oil on all sides and faces including tops and bottoms, with three-
coat vamish, palyurethane finish
Moisture-Resistant Drywall: For new construction and areas where drywall is
replaced during rehabilitation, Moisture-resistant gypsum board (commenly called
“green board”) or equivalent must be used on all walls in the bathroom and within six
feet in any direction of water sources, where the drywall can be splashed, such as
kitchen sink, next to water healer, and/or clothes washer,
a) For new construction, Water-resistant gypsum board or equivalent shall be
provided behind any tub/shower unit located on an exterior wall,
b) Water-rasistant gypsum, when used on ceilings must be rated for the span.
Interior Wall Finishes:

13



a} Dwelling units, commeon areas, offices, laundries, meeting rooms, and similar
spaces intended for use by the residents shall have the interior wall surfaces
properly finished with appropriate matenals such as drywall or plaster.

i) Exposed framing and insulation are not considered a proper finish in these
SpACES.

b} Unless factory finished all interior walls shall be covered with one prime coat and

twio coats flat or satin finish Low-VYOC interior latex paint,

Division 10: Specialties

1)

2)

3)

4)

5)

Trash Collection: Provisions for dumpsters or trash cans are required.
a) Screening of trash cans andfor dumpsters shall be provided.
Common Laundry Facilities: Unless individual units are supplied with laundry
facilities, all projects including adaptive reuse and rehabilitation consisting of four (4)
ar mare units shall provide common laundry facilities meeting the following washers
and dryers per unit ratios,
a) SRO and 1-bedroom units must have a minimum of 1 pair (washer/dryer) for
aevery 20 units,
b} 2- and 3-bedroom units must have a minimum of 1 pair (washer/dryer) for every
12 units.
c} All calculations must be rounded up to a whole number.
Dwelling Unit Laundry Connection Facilities: All newly constructed dwelling units
including adaptive reuse shall be equipped with washer and dryer hookups.
i) Exception: SROs and efficiencies are not required 1o provide this hook up
facility within the dwelling unit,
Roof Offsets: Projects of four (4) or more attached units shall incorporate varying
the roof line with offsets, gable porch roofs, etc.
Entries: The main common entry to each group of newly constructed dwellings or
each main exterior entry to individual dwellings shall have a concrete, treated wood,
or other hard surface exlerior stoop, porch or deck, a minimum of 5 x 5'.
a) All main entries shall have a roof or awning over the minimum 5" x & entry area.

Division 11: Equipment

14



1)

2)
3)

4)

Refrigerator: A refrigerator shall be provided in all dwelling units.

a) All new and replacement refrigerators must be Energy Star gualified. The
Energy Star mark must be clearly marked on the product, clearly displayed in
product literature and listed on the manufacturer's Internet site.

Range: A range shall be provided in all dwelling units.

Dishwasher: A& dishwasher shall be provided in all newly constructed units and

those resulting from adaptive reuse. Dishwashers shall also ba provided in units

resulting from rehabilitation activities where they had either previously existed or
dwelling units were newly created due to structural change,

a) Standard dishwashers shall use less than 4.25 gallons per cycle and 295 kWh
per year.

Clothes Washers:

a) All clothes washers provided in individual dwelling units shall have an MEF
equal to or greater than 2.0 and a WF equal to or less than 6.0.

b) All clothes washers provided in common laundries shall have a Modified
Energy Factor (MEF) equal to or greater than 2.2 and a Water Factor (WF)
aqual to or less than 4.5.

c} All laundry facilities located above any habitable space shall be eguipped
with a properly installed washer overflow pan piped to carry the overflow into the
DWW, positive outside drain or an approved floor drain.

Division 12: Furnishings

1) Wew Construction and Replacement Cabinets and Drawers: Base and wall

cabinets shall be provided in all dwelling units.
a) Cabinet fronts shall be made of solid wood (not particleboard); doors, draws and
fronts shall be factory finished,
b) Cabinet ends shall be finished with appropriate veneaer.
¢} Cabinet doors and drawers shall incorporate milled edges for a hand hold or
handlas to aid in oparating the door or drawer. Accessible pulls and handles are
reguired in all accessible units.
d) All cabinets shall be labeled or documented ANSIKCMA A161.1 Certified
iy Exception: Cabinets made in Kentucky do not require an ANSIKCMA
A161.1 label when pre-approved by KHC and constructed to the following
specifications.
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2)

3)

4

5

(1) Cabinet fronts shall be made of solid wood (no particleboard or

fiberboard); doors, draws, and fronts shall perform to ANSIKCMA A161.1-

2012 standard.

(2) Cabinet box and shelves shall be constructed of cabinet grade plywood

and braced at points where necessary to insure rigidity and proper joining of

Vanous componeants.

[3) All hardware shall perform to ANSIVEHMA A156.9-2015 standard.
Countertops: Countertops shall be maolded roll-backed, laminate plastic or

Formica with finished ends and sealed at the cut out for sink,
a) Other appropriate materials may be used such as Corian™. Consult the KHC

Department of Design and Construction Review.

Closet Storage/Accessories: Clothes closets shall contain a 12" deep shelf,

including a coat rod. Shelves with integrated hangar hooks may also be used.
Mailboxes: All units shall have a USPS approved mailbox either at each individual

unit or in a commaon area,

a) Exception: When US postal service is not available at the project.

Bath Accessories: Dwelling unit bathrooms shall be equipped with the following:

a) Medicine cabinet with mirror 168” wide by 20" tall (minimum}

i} Other combinations of mirror and storage may be acceplable by approval of
KHC
b) Wall hung toilet paper dispenser

) 18" (minimum) towel bar

d) Shower rod

Division 13: Special Construction

1) Storage areas: Storage areas are required on all newly constructed units and

adaptive reuse projects, unless exempted by SHIPO and excluding SROs and

efficiency units.

a) The storage area shall be a minimum of twenty-five (25) net square feet.

b) Structures must salisfy applicable building code reguirements,

c) Prefabricated plastic structures are prohibited.

d) Exterior storage areas shall match exterior building veneer, trim, and possess
identical shingles.
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e) Storage area within the dwelling unit shall be a designated room or space and
cannot encroach on clear space requirements for any equipment or appliance.
2) Ramps: All newly constructed accessible ramps shall meet the following
specifications and applicable accessibility standards:

(1) Ramps shall be constructed a minimum of 427 wide.

(2) Each landing shall have 5" turning areas at the top and bottom of each
ramp run,

[3) Ramps shall not exceed a maximum slope of 1:12 and a maximum risa of
30"

(4) Ramps and landings shall have a minimum load capacity of 300 |bs.
concentrated load applied in a 4 square inch area and a uniform live load
of 100 pounds per square foot.

a) Portable or temporary ramps are prohibited and may not substitute for
locations requiring a permanent ramp.

b} Ramp construction materials: Ramps may be constructed of the following
materials:
i) Composite: PVC or other with non-skid surface,
i) Concrete: with non-skid surface.
i} Metal: galvanized steel, or aluminum with non-skid surface.
iv) Wood: All exterior wood shall have a minimum preservative retention rate of

25 percent for above ground applications and a minimum preservative

retention rate of 40 percent for all wood in contact with the ground, Use of

CCA treated lumber is prohibited,

2) Playgrounds: Playgrounds shall meet the following current standards and be

approved by KHC prior to installation.

a) ASTM F1487, Standard Consumer Safety Performance Specification for
Playground Equipment for Public Use

b) ASTM F1292, Standard Specification for Impact Attenuation of Surfacing
Materials Within the Use Zone of Playground Equipment

c) ASTM F1951, Standard Specification for Determination of Accessibility of
Surface Systems Under and Around Playground Equipment

d) ASTM F2223, Standard Guide for ASTM Standards on Playground Surfacing

e) ASTM F2479, Standard Guide for Specification, Purchase, Installation and
Maintenance of Poured-in-Place Playground Surfacing

f) ASTM F2049, Standard Guide for Fences/Barriers for Public, Commercial, and
Multi-Family Residential Use Outdoor Play Areas

g) ASTM F2075, Standard Specification for Engineered Wood Fiber for Use as a
Playground Safety Surface Under and Around Playground Equipment

Ry DO 2010 ADA Standard for Accessible Design
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Division 21: Fire Suppression

1) Reserved for future use

Division 22: Plumbing

1) Reguired Fixtures: Fixtures must be provided in all dwelling units.

2

3

4

J

J

The following specifications shall be the minimum size andfor guality for

new or replacemant plumbing fixtures.

a) Bath Tub and/or Shower: Tubs shall be 307 minimum width. Showers shall be
36" x 36" minimum.

bl Water Closets: Water closets shall be maximum 1.28 GPF and made of
porcelain.

c¢) Faucets: Polished chrome plated. Lever handle required. Faucets containing
plastic material for exterior housing are prohibited.

d} Lawvatories: Sinks shall be 15" minimum diameter.

e) Kitchen Sink: Except roll under sinks required in mobility impaired dwelling
units, sinks shall be a minimum eighl inches (8" deep, stainless sleel double
bowl,

Water Supply Piping: Mew construction and replacemant water supply lines shall

be of approved material.

a) Installation in exterior walls except for hose bibs is prohibited.

b) All new construction and replacement hot water lines shall be insulated equal to
or greater than R-3.

Overflow Protection Accessories: New and replacement water healers located

above any habitable space shall have an overflow pan properly plumbed into DWW,

positive drain autside or an approved floor drain.

Water Heater Efficiency:

i) New construction electric water heaters shall have a minimum Energy
Factor (EF) rating of .95 or Uniform Energy Factor (UEF) rating of .92.

iy Rehabilitation replacement water heaters shall be the maximum
efficiency attainable if space limitations restrict larger water heater
insulation jackets.

b) Gas fired water heaters shall an EF equal to or greater than 0.67,

¢} Instantaneous gas water heaters shall have an EF equal to or greater than
0.82.
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d) Central water heating systems serving multiple dwelling units or common
areas must be Energy star Qualified.

Division 23: Heating Ventilating and Air Conditioning

1) Heating Ventilating and Air Conditioning Equipment: All units shall be heated

2)

4)

4)

5)

and cooled using high-efficiency equipment.

a) Heat pump systems shall have a minimum SEER (Seascnal Energy Efficiency
Rating) rating of 15 with a minimum HSPF (Heating Seasonal Performance
Factor) rating of 9.

i) PTHP systems in individual dwellings shall have a minimum 11 EER (Energy
Efficiency Ratio) rating and a minimum 3.0 COP (Coefficient of Performance)
rating.

by Air conditioning only split systems shall have a minimum SEER of 15,

c} Fuel ail, gas fired furnaces and beilers shall have an Annual Fuel Utilization
Efficiency (AFUE) equal to or greater than ninety-two percent {92%).

d) Electric-resistance-only heat systems are prohibited.

) Allernative HVAC systems may be approved by KHC.

Duct Insulation: All supply air, return air, and exhaust air ducts installed in

unconditioned spaces outside the thermal envelope shall be sealed and insulated

with a minimum R-8 insulation wrap and installed free of restrictions.

Programmable Thermostats: All new and replacement individual HVAC systems

shall be controlled by a programmable thermostat.

Range Hoods: All dwelling units shall be equipped with a, minimum 150 CFM,

vented or non-vented range hood, or combination range hood/microwave oven.

a) Wse ducting sized and ducting material per manufacturer recommendation.

b) Exposed ducting is prohibited and where installed above cabinets, ducts shall
have a finished cover.

¢} Recirculation combinafion microwave hoods or range hoods shall be equipped
with an activated charcoal filter.
iy Mote: Recirculating hood ventilation rates must be made up with whole unit

ventilation. See ASHRAE standards.

Exhaust and Ceiling Paddle Fans: All paddle and ventilation fans (excepl for

range hoods) shall be Energy Star qualified.

a) The Energy Star mark must be clearly marked on the fronttop of the product,
clearly displayed in product literature and listed on the manufacturer's Internet
site,
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Division 26: Electrical

1) Common Area Lighting: Luminaries shall be located al all entrances and comman
areas.
a) The electrical supply for all common areas, stairways, and walkways shall not
orginate from an individual unit,
2) Parking Lot Lighting: All onsite parking areas shall be lighted.
a) The electrical supply for all parking areas shall not originate from an individual
unit.
3) Dwelling Unit Lighting: Each room, hall, stair, and walk in closet shall have a
minimum of one switch-operated overhead light.
a) Kitchens shall include switch-operated lighting over the cooking area, sink and
the general or dining area,
b} Bathrooms shall be equipped with switch-operated lighting over the lavatory area
and the general area.
4) Energy Efficient Lighting: All interior luminaries shall be Energy Star gualified.
a) The Energy Star mark must be clearly marked on the fronttop of the product,
clearly displayed in product literature and listed on the manufaclurer's Internst
site.

Division 27: Communications

1) Telephone Access: All dwelling units (including rehabilitation) shall be wired for
telephone service.

2) Cable Access: All dwelling units (including rehabilitation) shall be wired for cable
service or a local antennae system.

3) Internet Connectivity: All dwelling units (including rehabilitation) shall have the
ability to connect to the internet by cne or more of the following means.
a) Telephone Connection: Connectivity may be accomplished by prewired

telephone jacks installed within the dwelling.
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b) Cable Modem: Connectivity may be accomplished by prewired cable jacks
installed within the dwelling.

c) Wireless Connection provided by the property: A secured wireless router
may be provided for internet connectivity by the residents of the property in lieu
of wired connections.

i) All dwellings units shall be supplied with signal strength adequate for
connection to the internet,

i} Common areas accessible by the residents shall be supplied with signal
strength adequate for connection to the internat.

4) Help/Call for Aid: Where installed, or included in the scope of work, Help/ Call for
Aid systems shall at a minimum, alert persons outside the dwelling unit by visual
and/or audible means.

a) Audible systems shall produce sound at a level of at least 15 decibels above
ambient noise levels near the dwelling unit.

i) The nofification sound shall not be similar to a fire alarm nofification.

b) Visual nofification systems shall be visible to persons within 200 feet from the
dwelling and be a flashing strobe.

c) An activation device shall be installed in all bedrooms, bathrooms, and living
rooms of the dwelling unit.

5) Units designed for the hearing and visually impaired: All dwelling units
designed for the hearing and visually impaired shall be equipped with audible and
visual notification devices for the benefit of the occupant to know when someona is
at the entry door, whan the telephone rings, and when there is smoke or carbon
monoxide detected within the dwelling or building.

Division 28: Electronic Safety and Security

This section shall apply to new construction, adaptive reuse, and rehabilitation
projects.

1) Eire Detection and Alarm: Installation of smaoke alarms is required in all new
construction, adaptive reuse, and rehabilitation projects.
a) All local ordinances shall be observed.
bl Written manufacturer specifications for the proper installation of individual alarms
shall be observed and maintained on site throughout construction.
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i) Instructions for specific locations and other installation details shall be strictly
observed.

it} Individual smoke alarms shall be installed on all floors and in all bedrooms
and hallways no more than eight (8) feet from any bedroom door within the
dwelling unit.

2] Carbon Monoxide Alarms: UL listed carbon monoxide alarm(s) shall be installed
outside each sleeping area no more than eight (8) feet from any bedroom door
within the dwelling unit if the dwelling or building containg fual burning appliances or
has an attached garage.

3) Awdible and Visual notification alarms: Where required, dwellings shall provide
audible and visual notification of smoke and carbon monoxide detection in all rooms
within the dwelling.

a) Audible alarms shall provide minimum noise pressure 15 decibels above
ambient noise levels in all rooms of the dwelling including bathrooms and
kitchens and where a room may be isolated by closure of a door,

b} Visual alarms shall be installed in locations where the alarm’s flashing strobe
may be seen from any location within the dwelling including bathrooms and
kitchens and where a room may be isolated by closure of a door.

Division 31: Earthwork

1) Soil Testing: All new construction that contains 12 or more units andfor building
sites determined necessary by KHC s construction specialists will be required to
have a geotlechnical investigation performed by a design professional registerad in
the Commonwealth of Kentucky.

a) Investigation Report: Results of the test shall comply with the applicabla
building code requirements and be submitted to KHC.

i} At a minimum the report submitted to KHC shall contain recommendations for
foundation type and design criteria, including but not limited to: bearing
capacity of natural or compacted soil; provisions to mitigate the effects of
expansive soils; mitigation of the effects of liguefaction, differential setllement
and varying soil strength; and the effects of adjacent loads.

2] Steep Slopes: Setbacks or clearances may occur where units are placed on sites
that have adjacent steep slopes of 33.3% (1 foot rise; 3 feet run) or greater,



a) Setbacks indicated in the current Kentucky Building or Residential Code, from
the top or bottom of the slope, shall be observed and included in the building's
design.

i} Building foundations located within the required setback indicated in the
building codes shall be designed by a registered design professional.

Division 32: Exterior Improvements

1) Landscaping: Adequale landscaping is required on all multifamily projects.
a) Installation: Landscaping shall be installed according to the approved
landscape plan submitted fo KHC as part of final plans and specifications.
b) Turf:

iy All side and rear lawn areas shall be seeded with the seed variety, lime, and
fertilizer application rate, which is appropriate to establish a good lawn cover.

i) Sod is required in building front yards and comman areas for all projects
requiring establishment of new grass.

i) All slopes in excess of 33.3% (1:3) within 10 feet of the building, driveway
and/or walkway shall receive sod or other approved erosion control materials
which will enhance the establishment of a permanent ground cover,

2) Parking/Driveways: All multifamily projects shall have adeguate parking as
determined by KHC.
a) All on-site parking lots and access drives are to be paved.

il Asphalt shall consist of a hot mix asphaltic concrete pavemeant, manufactured
by plants and be placed a minimum of 47 hick,

il Concrete parking lots and access drives shall be 6 inches thick.

i) Pervious concrete parking surfaces shall be properly drained to prevent
accumulation of water,

b) Unless prohibited by local code, jurisdiction, or structural constraints, all projects
shall have a minimum of cne parking space per unit.

iy Parking spaces shall have wheel stops or curbs.

(1) Il walkways are used as wheel stops, the walkway shall be & wide.
3) Walkways: All dwelling units and common use facilities shall have a paved

walkway from the parking area to the main entrance and connecting dwelling units to

common use areas and public sidewalks.



a) All entry walks shall be a minimum of 42 “wide.

Division 33: Utilities Services

1) Availability: Required building utility services shall be available before construction
begins at the building site in sufficient size to adequately provide sufficient power,
flow, volume, pressure, and drainage to allow for safe, dependable service of
appliances and fixtures,

a) Septic or sewage treatment systems may be constructed onsite as
construction progresses and shall be capable of performing intended functions
prior to occupancy.

2) Electric: Electrical service to newly constructed units shall be installed underground
except in cases where deemed structurally infeasible.
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Introduction & Executive Summary of the Analysis

WHY THE Al WAS DEVELOPED

Kentucky Housing Corporation (KHC) and the Kentucky Department for Local Govemnment
(DLG) prepared this Analysis of Impediments to Fair Housing Choice (Al) to satisfy the
requirements of the Housing and Community Development Act of 1974, as amended, which
requires that any unit of government receiving funds through the U.S. Department of Housing
and Urban Development (HUD) affirmatively further fair housing. The Commonwealth of
Kentucky is an entitltement state and raceives annual allocations through HUD's Community
Developmeant Block Grant (COBG), received by DLG, and HOME Investmeant Partnerships
[HOME) and Emergency Solutions Grant (ESG) programs, received by KHC.

On March 3, 2025, HUD published the Interim Final Rule {IFR) to issue new guidance on a HUD
grantee's obligation to affirmatively further fair housing and to give “local communities maximum
flexibility in designing and implementing sound policies responsive to unigue local neads." This
document was creatad to meet this guidance.

The Al analyzes the trends and condibons that identify the racially and ethnically concentrated
areas of poverty (RIECAP); the degree to which state policies, programs, and statutes have
expanded or resfricted housing choice for members of the protected classes; any impediments
to fair housing choice basaed on the analyses conducted, and a series of recommandead
strategies that, if implementead, will work toward eliminating the impediments,

FEDERAL FAIR HOUSING LAWS

All municipalities in the United States, including the Commonwealth of Kentucky, are subject to
the Fair Housing Act, administered and enforced by HUD, and other federal housing laws such
as the Housing for Older Persons Act of 1995 (HOPA) and tha Fair Housing Ameandments Act
(FHAA).

Fair Housing Act

In 1968, Congress passed the Civil Rights Act after years of advocacy in the United States
against overt discrimination and segregation in the sale and rental of housing based on race,
national origin, skin color, gender, and religion. The 1988 FHARA added additional protections for
familial status (e.g., women who are pregnant or the presence of children under 18 years of
age) and disability,

The Fair Housing Act applies to almost any person or group invalved with howsing in the United
States including landlords, realtors, homeowners' associations (HOAs), mortgage lenders, and
homeowners' insurance companies. Under the Fair Housing Act, it is illegal to discriminate on
the basis of race, religion, color, sex, national origin, familial status, or disability. The following
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are examples of actions that are violations of the Fair Housing Act when made on the basis of
protectad class:

-

-

Refusing to rent or sell housing.

Refusing to negotiate for housing.

Olherwise making housing unavailable,

Selting different terms, conditions, or privileges for the sale or rantal of a dwelling.
Providing a person with different housing services or facilities.

Falsely denying that housing is available for inspection, sala, or rental.

Making, printing, or publishing any notice, statemeant, or advertisament with respect to
the sale or rental of a dwelling that indicates any preference, limitation, or discrimination,

Imposing different sales prices or rental charges for the sale or rental of a dwaelling.

sing different gualification criteria (such as differant procedures, documents, or
infarmation) for rental standards, applications, income standards, application
requirements, application fees, credit analysas, sale approval, or rental approval,

Evicting a tenant or a tenant's guest,

Harassing a person.

Failing or delaying parformance or mainlenance or rapairs.
Limiting privilages, services, or facilities of a dwelling.
Discouraging the purchase or rental of a dwelling.

Assigning a person to a particular building, neighborhood, or section of a building or
neighborhood.

For profit, persuading or trying to persuade homeowners o seall their homes by
suggesting thal peopla of a particular protected characteristic are about to move into the
neighborhood. (This is referred to as “blockbusting.”)

Refusing o pravide or affering different larms or conditions of homeowner's insurance
because of the race, color, religion, sex, disability, familial status, or national origin of the
owner andfor occupants of a dwelling.

Denying access to or membership in any multiple listing service or real estate brokers’
organization.

Refusing to make a mortgage loan or provide other financial assistance for a dwelling.
Refusing to provide information regarding loans.

Imposing different terms or conditions on a loan, such as different interest rates, points,
or fees.

Offering different appraisal outcomes based on a protected class.

Conditioning the availability of a loan on a person’s response to harassment.
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« Refusing to purchase a loan.

Under the Fair Housing Act, it is also ilegal to threalen, coerce, intimidate, or interfere with
anyane exercising a fair housing right or assisting others who exarcise the right o retaliate
against a person who has filed a fair housing complaint or assisted in a fair housing
investigation.

Certain types of houszing are exempt from federal fair housing laws, such as owner-occupied
buildings with four or fewer units, single-family homes sold or rentad by the owner without an
agent, and housing operated by religious organizations or private clubs thal are limited to
members,

Some examples of housing practices that viclate the Fair Housing Act include the following:

+ The manager of an apartment complex restricts families with children to only one section
of the building.

« A landlord offers a discount on application fees to applicants who attended a specific
high school.

+ A realtor lies about a home having a pending offer when showing it to a couple who do
not speak English proficiently.

« An apartment manager runs a cradit check on applicants under 30 years old but not on
older applicants.

Housing for Seniors

The 1995 HOPA created an exception to Title VIl of the Fair Housing Act to allow for housing
developments for seniors (referred to as “older persons” in the law). HOFPA offers excepfions to
digcrimination based on family status for housing specifically designed for elderly individuals. To
qualify for this exception, the housing must meet certain criteria and comply with all HOPA
examplion requirements. The housing may be provided under a slate or federal program
designed to assist eldery persons or intended for and solely occupied by those at least 62 years
old. Alternatively, the housing may be intended and operated for occupancy by those who are at
least 55 years old, with at least B0 percent of the units having at least one cccupant vernfied to
be 55 years of age or older.

All other Fair Housing Act protections apply to housing for seniors including the prohibition of
discrimination on the basis of race, color, religion, sex, disability, or national origin.

Fair Housing Amendments Act

The FHAA, signed in 1988, amended the Fair Housing Act to include persons with disabilities as
a protected class and added additional regulations for policy accommodations and building
modifications.
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Linder the FHAA, a person with a disability includes individuals with a physical or mental
impairment that substantially limits one or more major life activities, individuals who are
regarded as having such an impairment, and individuals with a record of such an impairment.
“Maijor life activities" include walking, seeing, caring for oneself, hearing, speaking, breathing,
lzarning, and working. Disabilities may also include mental or emational illness, difficulties
associated with aging, HAWVIAIDS, and recovering from alcohal or drug addiction (complating a
traatment program).

If & person requires the use of a walker, & wheelchair, a personal-care attendant, or a service
animal to live in and enjoy housing in a way that is equivalent to a person without a disability,
they are protected from housing discrimination.

An “accommodation” is a change in any rule, policy, procedura, or service neaded for a persan
with a disability to have equal access to and enjoyment of their home. For example, allowing a
service animal despite a “no pets” policy, or allowing a tenant to mail in a rent check when
othiers must physically deliver checks to a drop box.

A “miodification” is a structural change made to the existing premises ococupied or to be occupied
by a person with a disability to afford such person full enjoyment of the premises. A ramp
installed into the front entrance of a house where there are only stairs, changing dearknobs to
levers for someons with a mobility disability, or allowing a tenant with hearing impairment to
install visual doorbells are all examples of reasonable modifications.

Like other housing discrimination laws, protections for people with disabilities apply to rental and
owner-occupied housing, government zoning and other land-use planning, and HOAs.

COMMONWEALTH OF KENTUCKY FAIR HOUSING LAWS

The Commonwealth of Kentucky enforces the lenets of the Fair Housing Act. The Kentucky
General Assembly broadened the law to prohibit discrimingtion in housing on the basis of
dizability, gender, and familial status. Several municipalities have further expanded fair housing
protections on the basis of sexual orientation. Those cities inclede Covington, Danwville,
Frankfort, Lexington, Louisville, Morehead, and Vicco.

PARTICIPANTS

As the lead agencies in the preparation of the Al, KHC and DLG were committed to an
extensive outreach process to solicit input from residents and stakeholders. Outreach initiatives
included remote stakeholder meetings and an onling survey. Virtual stakeholder meetings were
held on the following dates:

«  Kanlucky Fair Housing Council: September 24, 2024
«  Kaentucky Commission on Human Rights: October 8, 2024
« Kentucky Disability Rights Advocates: October 18, 2024
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The Citizen Participation Appendix describas all of the extansive outreach activities and
provides lists of all organization attendees and summaries of all meetings held in conjunction
with the outreach conducted for both the FY 2025-2029 Consolidated Flan and the Al.

ONLINE SURVEY

As part of the public outreach and engagement for the development of the Consolidated Plan, a

survey was developed in Survey Monkey. These online web-based surveys sought to gather
additional input from stakeholders and community participants for the purpose of identifying
pricrity needs in the 2025-2029 Consolidated Plan and served as an opporiunity for
respondents to provide feedback on existing community conditions throughout the
Commonwealth of Kentucky. The survey asked respondents to identify, rank, and provide
commentary an community needs, including issues related 1o fair housing. 184 stakeholders
respondad to the survey, The following is a summary of the fair housing survey responseas,

STAKEHOLDER SURVEY RESPONSES - FAIR HOUSING

Agency Capacity Regarding Fair Housing

Owerall, organizations responding to the survey indicated a high level of understanding
regarding the steps to reguest reasonable accommodations and file a fair housing complaint.
Organizations indicated that the best way o increase fair housing s to increase both the
number of affordable unils and fair housing education within the community.

+ Fair Housing Training (n=136)

— &5 percent of organizations have participated in fair housing training in the
last three years.

— 11 percent of organizations have not participated in fair housing training in
the last hree years,

+ Knowledge of Fair Housing Protections (n=138)

83 percent of organizations indicated that thay were “very well informed”
regarding Fair Housing Act protections.
32 percent of organizations indicated that they were “somewhat informed”
ragarding Fair Housing Act protections.

— 13 percent of organizations indicated that they were “a little informed™
regarding Fair Housing Act protections,

Thrae percent of organizations indicated that they wera “not at all informad”

regarding Fair Housing Act protections.
+ Reguesting Reasonable Accommodations (n=134)

73 percent of organizations indicated that thay know how to reguest a
reasonable accommodation for housing.

— 27 percent of organizations indicated that they do not know how to request a

reasonable accommodation for housing.
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« Filing a Fair Housing Complaint (n=135)
71 percent of organizations indicated that they know how to file a fair housing
complaint.
29 percent of organizations indicated that they do not know how to file a fair
houging complaint.

+ Strategies Currently Used to Educate the Community on Fair Housing (top five
answers) (n=129)
Posting physical copies of materials (57 percent selected).
Providing information at time of housing fransaction (58 percent selected).
Publishing information on the erganization's website (30 parcent salected),
— My organization does not conduct cutreach on fair housing (22 percent selected)
—  Broadcasting messages lo the public (12 percent selectad)

+« Fair Housing Activities Organizations Would Like to See More Of (top five
answers) (n=130)
Increases in the number of two- and three- badroom affordable housing units for
families with children (70 percent selected).
— Fair housing education and resources for the public (60 percent selected).
Help for peopla with disabilities to access reasonable accommodations (changes to
the rules or policies to allow people with dizabilities to live or stay in housing,

including service and support animals) (52 percent selected).
Fair housing training for program staff or specific groups such as tenants or

landlords (50 percent selected).
—  Coordinated reentry services (49 percent selected).

Observed Discrimination / Fair Housing Issues

Stakeholders indicate that individuals with a criminal history, although not a protected class, are
the most observed discriminated class, and this status is a barrier to renting housing.
Stakeholders emphasize cost as the primary barrier to renting housing, OFf note, 75 parcant of
survey respondents agreed or strongly agreed with the statement that infrastructure contributes.
to segregation in the community.

» Protected Classes Facing Discrimination (top three answer choices) (n=133)

Race/ethnicity (52 percent selected)
Disability (53 percent selectad)
Sexual arientation (41 percent salectad)

Note: Criminal hisfory and source of income, although not protected classes under the Fair
Housing Act, wera identified as pofential barriers to fair housing.

+« Challenges Faced Renting Housing (top five answer choices) (n=133)

Cost of rent (30 percent selectad)
Cost of a deposit (81 percent selected)

— Access o housing because of cnminal histary (77 percent selacted)
Credit and background screening (68 percent selected)

— Access to accessible housing (54 percent selected)
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Infrastructure Contributes to Segragation in the Community (n=135)

Strongly agree (39 percent selecled)
Agree (36 percent selected)
Meither agree nor disagree (18 percent selected)
Dizagresa (7 percent salectad)
— Strongly disagree (0 percent selected)

Assessment of Residents’ Knowledge of Fair Housing

In contrast o the fair housing knowledge demonstrated in stakeholders’ assassment of their
own organizations, stakeholders believed that residents are not aware [ would not report a fair
housing violation. This indicates a need for more awareness and cutreach to the community.

-

Residents are Generally Aware of How to Report a Fair Housing Violation (n=135)

— Disagree (32 percent selected)
Meither agree nor disagree (27 percent selecied)
Agrea (24 percent selacted)

— Sftrongly agree (11 percent selected)

—  Strongly disagree (5 percent selected)

Residents are Likely to Report a Fair Housing Violation (n=134)

Dizagree (31 percent selected)
Meither agree nor disagree (28 percent selected)
Agree (24 percent selected)
Strongly disagree (10 percent selactad)
—  Bfrongly agree (7 percent selected)

METHODOLOGY USED

A comprehensive approach was used to complete the Al The following sources weare ufilized:

-

Most recently available demographic data regarding population, household, housing,
income, and employment at the census fract and state levels.

A wariety of online databases provide indicators that reflect local issues, which are based
on research that validates the connections between the indicators and increased
opportunity in Kentucky.

Public policies, codes, and statutas affacting the siting and development of housing.

Administrative policies concerning fair housing, affordable housing, and community
development.

Financial lending instituticn data from the Home Mortgage Disclosure Act (HMDWA)
database.

Data from agencies that provide housing and housing-related services lo members of
the protected classes,

Fair housing complaints filed with HUD and the Kentucky Commission on Human Rights.
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o Interviews and stakeholder meatings conducted with state agencies and non-
govemnmental organizations thal provide housing and housing-related services 1o
members of the protected classes.

HOW AI'WAS FUNDED

The Al was funded by the Commonwealth of Kentucky.

PROGRESS ACHIEVED SINCE PREVIOUS Al

Kentucky's last Al was completed in 2020 and identified a total of 17 impediments to fair
housing choice across six categories, Each impediment and associated recommendation from
the 2020 Al are listed below, along with a brief summary of the progress the state has made.
Progress achieved since the 2020 Al was provided by KHC and DLG.

Table 1a: Progress Made Since Last Al: Recommendations for Actions by KHC

Recommendation

=55 Made

Fair Housing Education and Outreach

Continua to financially and
administratively suppart
bilingual housing
counseling and education
afforts.

KHC has provided financial and administrative support to bilingual
housing counseling and education to the populations KHC serves,
including REACH, Inc. (statewida), Brighton Center (northarn
Kentucky), Kentucky Refugees Ministries (statewide), Louisville
Urban Leagua (Jeflerson County), Housing Partnership Inc.
{Jefferson County), and other similar organizations throughout the
Commonwealth that can service limited-English proficiency (LEP)
clients. Beyond that, all counseling agencies must have a Language
Access Plan o address how they will provide services 1o LEP
clients.

Continue to promote and
market the "Simply
Homes" exhibit to
municipalities and
institutions across
Kentucky as a vehicle for
fair housing education
and outreach,

The "Simply Homes" exhibit was halted in part due to COVID-19
and the related resfrictions and in part to the subsequent lack of
interest in the project.

Continue to collaborate
with the Kentucky
Commission on Human
Rights and Lexingtan Fair
Housing Council, Inc., to
expand education and

KHC has maintained a strong working relationship with the
Kentucky Fair Housing Council, the Kentucky Commission on
Human Rights, and similar agencies and organizations that
handle fair housing matters. KHC uses these relationships as a
raferral network when it receivas fair housing complaints., It has
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Recommendation

Progress Made

outreach efforts and to
identify gaps in need of
additional efforts,

alzo collaborated with these groups on how to address fair
housing issues when they arise.

Continue the marketing,
outreach, and
engagement activities
with multicultural
populations across
Kentucky via the
Multicultural Customer
Service and Outreach
Coordinator,

Multicultural Customer Service and Outreach Coordinator is no
longer a position at KHC and was incorporated into single famiby
lending through the Mortgage Production Administrators. One
focus of this position is to work with lenders and real estate
agents who have minorty and limited-English-speaking clients.
KHC continues to support bilingual Housing Counseling
programs, allowing for enhanced outreach efforts to multicultural
groups throughout Kentucky.

Expansion and Preservation of Affordable Housing in a Variety of Locations

Continue to allocate Low-

Income Housing Tax
Credit (LIHTC) funding to
projects that priontize
higher opportunity areas
and avoad concantrabons
of affordabla housing.

From 2018-2024, KHC administered LIHTC funds to construct or
rehabilitate approximately 76 rental housing developments or
single rental units (see Low Income Housing Tax Credit and
Gualified Allocation Plan section of this document). Preference
for LIHTC assistance is given to high opportunity areas showing
strong-performing schools and migh job growth,

s«  KHC's planning documents have addressed this issue in
detail:

KHC'z Qualified Allacation Plan (QAP) gives
preference to projects that contribute to a concerted
community revitalization plan. It also includes
significant developer incentives to expand housing
choice in higher opportunity areas, including areas
where high job growth is anticipated and areas that
scone well on the Enterprise Opportunity 360 Report
in the areas of Housing Stability, Education, and
Economic Security,

KHC's Multifamily Guidelines require that urban
projects proposing to create new units in a gualified
census tract must submit a copy of the local
jurigdiction’s overall plan for revitalization, community
development, and'or economic development that
meet certain criteria.

To continue to discourage high concentrations of affordable
housing, the QAP deducts points for new-build projects that are
located within a half-mile {for urban projects) and three miles (for
rural projects) of another tax credit project that has been
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Recommendation

: Made

approved in the previous two years, and which targets the same
tenants as the other project.

Continuea the Down
Payment Closing Cost
Aszistance Program and
the Homebuyer Loan
Program for income-
eligible homebuyers.
Evaluate a preference for
low- and moderate-
income homeaowners in
neighborhoods at risk for
displacement due to
gentrification,

KHC's Down Payment Assistance Program (DAR) has provided
a path around affordability barriers to hemeownership.
Additionally, when it is possible and allowable, KHC has
leveraged its DAP with other existing community programs to
further expand homeownership access.

Continue the Homeowner
Rehab Program and the
Weatherization
Assistance Program to
praserve the existing
affordable housing
invantory and lower
homeowner costs.
Evaluate a preference for
low- and moderate-
income homeowners in
neighborhoods at risk for
displacement due to
gentrification,

¢ KHC has continued to award millions of Affordable
Housing Trust Funds (AHTFs) to agencies and
subgrantess to support home repairs and o allow
homeowners 1o remain housed. In FY24 along, KHC
awarded 52 568,835 in the state's AHTF for home repairs,
serving more than 123 units,

o InFY 24, KHC awarded 20 subgrantees $15,256,623 in
annual weatherzation funding and $15,904 646 from the
multi-year Bipartisan Infrastructure Law (BIL) to install
enargy saving measuras in over 440 units to reducea utility
costs for homeowners,

Continue to advocate for
affordable housing
resources among local,
state, and Congressional
delegations.

« KHC, over the past five years, has actively spoken in front
of the Kentucky Legislative Housing Task Force
(06/24/2024) and local, state, and Congressional
delegations to educate about the housing supply gap and
the need for affordable housing

«  KHC has actively presented Kentucky's housing gap
analysis to organizations across the Commonwealth to
understand the factors contributing to Kentucky's housing
supply gap:

—  Kentucky Legislature Housing Task Force (June &
October 2024 presentations)
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Recommendation *rogress Made

— Kentucky League of Cities (three-part series on
housing supply gap & facilitating housing
development)

—  Kentucky Association of Counties (webinar)

—  City of Berea Planning Commission (presentation at
regular meeting)

Kentucky Realtors Association (presentation at their
conference)

Kentucky Mortgage Lenders (webinar)

Kentucky Chamber of Commerca (maatings)
Homebuilders Association of Kentucky {presentation
at their conference

Kentucky Cabinet for Economic Development
(mestings)

— |-71 Economic Development Alliance (presentation at
monthly mesting)

ERY Leadership Foundabon (presentation at their
conference)

—  DLG Local Issues Conferenca (presantation at theair
conference)

Leadership Louisville Bingham Scholars [meetings)
Kentucky Workforce Investment Board (webinar)

Conference of Kentucky Property Waluation
Assessors (presentation at their conference)

—  Kentucky USDA Rural Development State Office
(presentation at annual staff meeting)

—  Kentucky Council of Area Development Districts
(presentation at KCADD meeting)

—  Northem Kentucky Area Development District (ADD)
(meeting)

—  Lincoln Trail ADD (meeting)
Lake Cumberland ADD (meeting)
Kentucky BoS Continuum of Care (CoC) Homelass
Shelter & Service Providers (presentation at CoC
meeting)

— City of Georgetown Metwork for Homelessness and
Housing Solutions

Grantmakers of Kentucky
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Recommendation

: Made

—  AARP-Kentucky / Center for Accessible Living
Universal Design Conference

Continua the Tenant-
Based and Project-Based
Rental Assistance
Programs to ensure
affordable rental
assistance for protected
classes across the state,
including assistance to
individuals with disabilities
and/or racovering from
substance abuses,

KHC's Tenant-Based and Project-Based rental assistance
programs continue to assist thousands of Kentuckians find
safe, affordable housing. The Housing Choice Voucher
{HCV) program often focuses on those with the greatest
need including individuals with disabilities, those
expenencing homelessness, those flesing or attempting to
flee domestic vielence, and those recovering from
substance abuse. The HOME Tenant-Based Rental
Assistance program lyplcally serves households
experiencing or at risk of homelessness. The Recovery
Kentucky program uses project-based vouchers to support
hundreds of individuals recovering from substance abuse.
Additicnally, KHC"s Multifamily department requires all
applicants to submit an Affirmative Fair Housing Marketing
Plan, Fair Housing Flan, Title VI Self Survey and
Statement of Assurance, Section 504 Self-Evaluation, and
Tenant Selection Plan that adheres to the Uniform
Residential Landlord-Tenant Act (LIRLTA).

Continue to seek CoC
funding for Rapid Re-
Housing (RREH) and
permanent supportive
housing developments
that provide affordable
housing options and
related services for
protected classes,

KHC has increased Permanent Supportive Housing
across the Commonwealth from CoC awards and added
Housing Connectors to bridge the gap for people
experiencing homelessness to find opean living spaces and
utilize resources. For the first ime, the Kentucky Balance
of State (BoS) CoC had full RRH coverage across its 118-
county region. To continue this ESG-CV built RRH
capacity across the CoC, KHC has created an ERAZ-
funded Homeless Program that invested nearly 5190 of
funds for RRH and prevention assistance through the fall
of 2025.

Evaluate tools and
methods to connect
paople to housing, such
as housing service locator
tools.

KHC created a wab-based platform designed for landlord
engagement and housing search assistance. The platform
iz geared toward assisting public housing authorities and
homeless services organizations that manage landlord
relationships, assist woucher holders in their housing
search, and publicize landlord's available properties in real
time, for free, This tool supports both the 118-county
Kentucky BoS CoC and KHC's HCV program thal serves
BT counties.

KHC's goal in creating the platform was to provide
partners this user-friendly platform for landlord and
property management companies to list vacant units for
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Recommendation

Progress Made

easy accessibility, communication with potential renters,
and quick unit occupancy. All KHC voucher holders
{across numergus rent assistance programs) and program
case managers are provided with access to Padmission to
conduct houwsing searches across the stale, In addition,
KHC provides extensive tools to link people to housing,
including the Kenucky Resource Guide which provides a
link to supporive services in addition 1o available low-
income (affordable) properties throughout the
Commonwealth. Also, there are Housing Connectors” both
within KHC and across departments that assist in placing
paople in search of needed housing.

Enforcement of Design and

Construction Reguirements

Expand the Certification
of Compliance with
Design Requirements for
Accessible Housing to
raquire that general
contractors involved in the
design and construction of
new multifamily residential
properties sign the
certification form, in
addition to
ownersidevelopers and
architects.

KHC requires all projects to complete a Cerlificate of
Compliance with Design Requirements,

KHC will continue o ensure that confractors will certify
that the accessible housing design complies with all
applicable accessibility of requirements of the Fair
Housing Act, KHC Minimum and Universal Design
Standards, Uniform Federal Accessibility Standards,
Saction 504 of the Rehabilitation Act of 1973, 2010 ADA
Accessibility Guidelines, and any other applicable state or
local codes. The dacumeant must be signed by tha
architect, genaral contractor, and the owner of the project.
The completed certificate is required at the Technical
Submission stage and serves as a guiding document
throughout the project.

Continua allocation of
funding to projects that
include accessibility
design features such as
aging-in-place, Universal
Design, ADA, and UFAS
construction standards.

KHC continues to offer a scoring preferance for applicants
requesting funding in its compelitive applications.
Specifically. KHC offers points to projects that provide
features to enhance a senior's living environment or
promote aging in place, including modified kitchens,
bathrooms, lighting, and commaon areas.

Ensura Access to Programs and Services for LEP Populations

Annually update the
Language Access Plan to
reflect a review of any
demographic changes
statewide and for each
county, and the results of

KHC's practice is to update its Language Access Plan
(LAP) annually. The most recent version, which was
updated on January 11, 2023, can be found on KHC's
website at https:/iwww. kyhousing.org/'Planning-
Documents/Documents/Language-Access-Plan-
Kentucky pdf, KHC updated its intermal website to include
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Recommendation

Progress Made

manitoring for the
effectiveness of the plan's
implementation.

guides and aids to assist employees who may interact with
persons with limited English proficiency (LEP). Training
was conducted with all staff to teach about KHC's LAP
and internal resources and increase outreach with LEP
populations.

Evaluate collecting
preferred language data
at time of single-family
loan origination to provide
improved loan servicing to
LEP populations,

« KHC has been assisting first-time homebuyers with LEP to
make informed decisions during their home morigage loan
process and to provide improved loan servicing to LEP
populations. KHC s single-family programs added some
language preference features to their new Loan
Crigination Systemn (LOS). KHC can now easily identify
the preferred language for its borrowers. KHC recruited
sevaral bilingual staff to communicate with borrowers in
their preferred languages.

Table 1b: Progress Made Since Last Al: Recommendations for Actions by DLG

Recommendation

Progress Made

Fair Housing and Outreach

Continue to collaborate
with the Kentucky
Commissicn on Hurman
Rights and Lexington Fair
Housing Council, Inc., to
expand education and
outreach efforis,

DOLG did not have any new developments in the realm of
outreach and education of fair housing. It continues to hold the
Governors Local Issues Conference, during which DLG will
consider adding a Fair Housing agenda item. DLG now has a
designated “Fair Housing” staff person and holds a fair housing
training program for subrecipients.

Expansion and Praservation of Affordable Housing in a Variety of Locations

Continua to fund eligiblea
applications for housing
rehabilitation to preserve
the existing affordable
housing inventory in
Kentucky's smaller
communities

13 percant of DLG's total COBG allocation is reserved for
housing, and it has supported multifamily housing development
projects outside of entitlement areas. In 2024, this amounted to
53,353,572 in funds with a maximum of $1 million per project.

Continue to fund eligible
applications for public
infrastructure and public
facility projects to improve
the guality of life for low-
and moderate-incoms

DLG continues to fund eligible public infrastructure projects in
low- to moderate-income communities. The allocation for 2023
for public faciliies was $8 834 662,
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Recommendation

Progress Made

households in Kentucky's
smaller communities.

Continuea to advocata for
affordable housing
resources among local,
state, and Congressional
delegations.

DLG continues to advocate for affordable housing amang the
legislative task force.

Continue 1o fund eligible
applications for local
economic development
projects to improve
economic mobility and the
quality of life for low- and
maoderate-inoome
households in Kentucky's
smaller communities,

DLG's 2023 allocation to economic development initiative was
55,005,449, DLG gives priority 1o economic development
projects that have the greatest local match and provide job
training and job opportunities, as well as microanterprise
programs that provide training and assistance for people to start
their own small businesses. No economic development projects
were closed in 2023,

Ensura Access to Programs and Services for LEP Populations

Annually update the
Language Access Plan to
reflect a review of any
demographic shifis
statewide and for each
county, and the results of
manitaring for the
effectivenass of the plan's
implementation,

DLG's Language Access Plan was last updated in June 2023.

Ensure Subrecipient Units of Government Comply with Their Obligation to Affirmatively

Further Fair Housing

Continue the fair housing
compliance and
maonitoring initiatives as
part of the COBG
program.

Since the COVID outbreak in 2020, DLG's ability to conduct
subrecipient figld monitoring has been diminished, All
subrecipient requirements remain in place, and DLG monitors
performancea via subrecipient reponting wherever possible, DLG
intends to increase field monitoring over the 2025-2029
Consolidated Plan Cycle and will explona a plan to withhold
funding from subrecipients that are found out of compliance.

Adopt a policy 1o consider
danying or withholding
funding from applicants

DLG intends to increase field monitoring aver the 2025-2029
Consolidated Plan Cycle and will explona a plan to withhold
funding from non-compliant subreciplents. Discriminatory
behavior will be determined to be in violation of DLG policies.
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Recommendation Progress Made

that have engaged in
discriminatory behawvior.

summary of Progress

KHC and DLG have made significant prograss on most of the impediments and
recommendations from the 2020 Al; however, several impediments and recommendations are
beyond the jurisdiction of the two agencies. Many of the impediments identified in the 2020 Al
remain impediments in 2025 simply because they are socio-economic challenges that have
occurred over the course of decades and, therefore, cannot be resolved in five years. Indead,
marny of the impediments will be carmied forsard into the 2025 Al with recommendations that
focus on progress that both KHC and DLG can achieve within the limits of their respective
agency missions and resources.
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Demographic and Housing Summary

INTRODUCTION

This section will describe demographic characteristics that affect housing choice among
Kentucky residents. It will provide context for existing conditions and pinpoint issues to inform
strategies for broadening the availability of housing opportunities. The LS. Census Bureau's
2022 American Community Survey (ACS) 5-Year Estimates are the most recent and reliable
data source available at the time of this report and have been utilized in all cases, as well as
2017 ACS 5-Yaear Estimates as appropriate to provide comparison.

KEY CONCLUSIONS

The key conclusions drawn from the demographic and housing summary include the following:

+« Population growth plays a key role in local demand for housing. Population grew by four
percent from 2012 to 2022, while the number of households increased by 10 percent.
The increasa in the number of households points to a greater demand for housing. The
recent Housing Gap Analysis Phase |l report found the greatest influences on the state's
overall rental housing gap are household growih and households living in severe
housing cost-burdened situations.

«  Kentucky has continued to become more diverse between 2017 and 2022 with the
largest increases occurring among multi-racial and Hispanic persons, though the rate of
growth has slowed since the last Al

« In 2022, 24 percent of total househelds included at least one person between the ages
of 62 and 75, and 11 percent of households included at least one person older than 75.
Demand for housing and services for elderly households will continue o grow.

o |n both 2017 and 2022, the most comman housahold type was family housaholds with
marred couples. Howeaver, from 2017 1o 2022, the number of non-family households
grew six percent, while the number of family households increased a nominal amount.

& Forgign-born and LEF households often face addiional challenges to obtaining and
maintaining housing. From 2017 to 2022, the number of LEP houssholds in the state
increased by 17 percent, with Spanish persisting as the most spoken language among
LEP residents.

« In 2022, 51 percent of people with a disability had ambulatory difficulty, meaning grab
bars, lifts, and other physical modifications may be needed to housing units to ensure
access for those with a disability,

o  From 2017 to 2022, Black or African Americans continued to experience the highest rate
of unemployment among racial and ethnic categories, at three percent above the slate’s
unemployment rate.
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« |n 2022, Black or African American, American Indian and Alaska Native, Mative
Hawaiian and Other Pacific |slander, and Hispanic individuals expenenced poverty at a
higher rate than the state as whole.,

«  From 2017 to 2022, housing costs increased approximately 14 percent, while
homeownership rates among non-White households increased slightly.

«  The dissimilarity index indicates that segregation increased in Kentucky from 2017 to
2022, with Asian residents experiencing the greatest levels of segregation.

+ Most racially or ethnically concentrated areas of poverty (R/ECAPs) were located in and
near urban areas, such as Lexington. Louisville, and Bowling Green.

POPULATION TRENDS

Betwean 2010 and 2022, the population of Kentucky increased by 217 107 residents, growing
just over five percent over 12 years, As stated in the previous Al, population growth slowed in
the 2010s compared to the 2000s, where the growth rate was 7.4 percent,

Table 2: Change in Population, 2010-2022

Year Total Population | Change
2010 4,285,828 -

2017 4,424,376 3%
4,502,935 2%

Sowrce: U5, Census Bureaw, 2010, 2007, 2022 ACS 5-Year Estimates (DPQ5)

In 2022, approximately 22 percent of the population was younger than 18, while 24 percent of
the population was over 65. Children and seniors often require additional supportive services
and can be susceptible to housing discrimination on the basis of familial status and age.

Table 3: Population Under 18 or Over 65

Year Total Population Percentage
Under 18 1.011,480 22%

Owver 65 756,435 1%

Over 75 297,780 T

Source: U8 Census Burgaw, 2022 ACS 5-Year Eslimales {DPO5)
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Geographic Variation in Population Growth

The Kentucky Association of Counties provides insight into the geographic vanation of
population growth. The data, which uses U.S. Census Bureau annual estimates, analyses the
growth rates and total population of each county from 2020 to 2023. In that time period, six
Kentucky counties grew by more than five percent: Roberison, Allen, Lyon, Warren, Spencer,
and Garrard. In lerms of tolal population, Warren, Boone, Madison, Scolt, and Bullitt Counties
added population.

Conversely the population declined by more than five percent in Leslis, Breathitt, and Harlan
Counties. In order, Jefferson, Fayette, Pike, Harlan, and Floyd lost the greatest number of

people.

According to the data, the ten most populated counties in 2023 were as follows:

_—

. Jefferson
Fayetis
Kenton
Warren
Boone
Hardin
Daviess

Madison

Lo N @ kW

Campbell
10. Bullitt

RACE AND ETHNICITY

The Commonwealth of Kenfucky has continued to diversify from 2017 to 2022, In that period,
the number of Black, Asian, Hispanic and Multi-Racial identifying residents increased, while the
number of White-identifying residents decreased slightly. Compared to the previous Al, which
compared racial data from 2010 to 2017, the growth rate of all racial categories has slowed. In
particular, from 2010 te 2017, the number of Hispanic and Aslan households doubled. Howeaver,
from 2017 1o 2022 (hall of the pariod analyzed in the previous Al), the growth rate of Hispanic
and Asian households was 19 percent and 16 percent respectively. The growth rate of White
residents from 2010 to 2017 was four percent, but from 2017 to 2022 this population declined by
about one percent.
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Table 4: Change in Race and Ethnicity, 2017-2022

Race/Ethnicity 2017 Percent Change from 2017-2022
White 3,862,600 3,816,997 -1%

Black 363,088 360,184 2%

Asian 59,583 - 69,187 16%

Multi-Racial 86,303 189,585 a7%

Other 41,197 56,352 IT%

Hispanic 182,072 180,481 189%

Sowree: U5, Census Bureaw, 2017, 2022 ACS §-Year Estimates (DP05)

Geographic Variation in Race and Ethnicity

The following maps depict the percentage of residents in each Kentucky county identifying as
Black or African American, Asian, and Hispanic in 2022. The maps utilize a quantile category
systam, maaning the data is evenly distributed amaong tha five catagories.

Figure 1 dapicts the percentage of Black or African American individuals by county in 2022, Tha
map indicates thet many countias in the lower Westarn portion of the state ware in the higheast
quantile of Black or African American residents, Additionally, Jefferson and Fayeite Counties,
and surmounding counties, also are in the highest two quantiles.

Figure 1: Concentration of Black or African American Individuals by County
{2022)
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Source: U5, Census Bureaw, 2022 ACS 5-Year Eslimales (DPO5)
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Figure 2 dapicts the percentage of Asian individuals by county in 2022, Again, the map indicates
that the counties of and surrounding Jefferson and Fayette are in the highest quantile of Aslan
individuals. In addition, the three norhermmaost counties, Boona, Kenton, and Campbell, are also
in the highest quantile.

Frgure 2: Enncantmtmn ansmn Individuals bTr Coun (2&22}
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Source: U5, Census Burgaw, 2022 ACS 5-Year Eslimales {DPOS)

Figure 3 dapicts the percentage of Hispanic individuals by county in 2022, Again, the map
indicates that the counties of and surrounding Jeffarson and Fayette are in the highest quantile
of Hispanic individuals, Additionally, most of the counfies with the lowest percentage of Hispanic
residents (the lowest gquantile) exist in the Easternmaost part of the state.,
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Figure 3: Concentration of Hispanic Individuals by County {2022)
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Source: U5, Census Bureaw, 2022 ACS 5-Year Estimates (DPO5)

ANCESTRY AND NATIONAL ORIGIN

It is illegal to refuse the right to housing based on place of birth or ancestry. This section
explores trands in the Commonwealth of Kentucky regarding foreign-born residents.

Foreign-Born Persons

In 2022, four percent of Kentucky's population was bom outside of the United States, That
figure increased slightly since the previcus Al, from 3.6 percent in 2017. As identified in the
previous Al, the foreign-bom population in Jefferson County and Fayetite County was higher
than the state overall. Motably, the foreign-born population increased by nearly two percent from
2017 1o 2022 in Jefferson County.

Table 5 also identifies the povery rate for foreign-born residents and native residents in 2022, In
each jurisdiction, foreign-born residents were more likely to experience poverty, The difference
in poverty rate was greatest in Jefferson County, followed by Fayette County.

Table 5: Characteristics of Foreign-Born Residents

Kentucky 4% 16.1% 17.4%
Jefferson County 8% 13.8% 17.6%
Fayette County 10% 14.7% 17.2%
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Source: U5, Census Bureaw, 2022 ACS 5-Year Estimates (S0501)

Residency Patterns of Foreign-Born Population

Foreign-born residents often tend to live in more urban areas, and this is true in Kentucky. As
depicted in Figure 4, the counties of and surrounding Jefferson and Fayette had the highest
percantage of foreign-born residants in 2022. Additionally, counties in the central and western
portions of the state tended to have higher concantrations of foreign-borm individuals,

Figure 4: Concentration of Foreign-Born Individuals by County (2022)

=

Sowrce; U8, Census Bureaw, 2022 ACS 5-Year Estimates (DP02)

Limited English Proficiency

Fersons with limited English proficiency (LEP) are defined as persons having a limited ability to
read, write, speak, or understand English. HUD uses the prevalence of persons with LEP to
identify the potential for impediments to fair housing cholce dua to their potential inability to
understand rental contracts and fair housing protections. Persons with LEP may encountear
abstacles to fair housing by wirtue of language and cullural barriers within their new
environment. It is important that & community recognizes their presence and the potential for
discrimination, whether intentional or inadvertent, and establishes polices to eliminate barriers. It
iz alzo incumbent upon HUD entitlement communities to determine the need for language
assistance and comply with Title VIl and the Civil Rights Act of 1964.

From 2017 to 2022, the number of LEP households grew by 17 percent in the state to a total of
24,966 housseholds, Table 6 lists the most commaon languages spoken by LEF households in
2017 and 2022. In both years, Spanish compnised the greatest share of LEP languages. In that
time, the share of Spanish-speakers among LEP households decreased just two percent. The
greatest increase occurred among Asian and Pacific 1sland languages, which increased four
percant fram 2017 1o 2022
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Table 6: Languages Spoken by LEP Households

Language Spoken

Percentage of LEP
Households (2017}

Percentage of LEP
Households (2022)

Spanish 52% a0%:
French, Haitian, Cajun 8% I 5%
Garman or West Germanic 3% 3%
Russian, Polish, other Slavic . e
languages

Other Indo-European languages 8% [ 7%
Korean 4% [ 2%,
Chinese 4% 4%
Vietnamese 3% 3%
Tagalog 1% 1%
:‘.:Il;r“..!!.:n and Pacific Island 79 1%
Arabic 2% 4%
Other 4% l 8%
Total 100% 100%

Source: U5, Census Bureayw, 2022 ACS 5-Year Estimates (B16002)

Table 7 depicts the languages spoken by LEF households in Jefferson and Fayette Counties.
Motably, the percentage of LEP households speaking Spanish was 12 percent less than the
state average. Chinese, other Asian and Pacific languages, Indo-Eurcpean languages, and
languages not listed comprised the greatest share of LEP housaholds in Fayette County.

Table 7: Languages Spoken by LEP Households in Jefferson and Fayette

Counfies

Language Spoken

Jefferson County

Fayette County

Spanish 5% 3%
French, Haitian, Cajun 6% 4%
German or West Germanic 1% 1%
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49, 2%
6% 10%
1% %
2% 10%
3% 2%
1% 0%
6% 1%
4%, 5%
9% 15%
100% 100%

Saurce: U.5. Census Bureaw, 2022 ACS 5-Year Eslimales (B16002)

Geographic Distribution of LEP Residents

Figure & dapicts the estimated parcent of paople age five or older who speak Spanish at homa
and English less than “very well” between 2018 and 2022, The map indicates that areas in and
around Louisville, Frankfort, and Lexington had high concentrations of Spanish-speaking LER
households. In addition, a few zip codes in the westemn portion of the state had high
concentrations of Spanish-speaking LEP households.
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ngura 5: Spamsh LEP Residents b_v Zip Code
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DISABILITY

As defined by the Census Bureau, a disability is a long-lasting physical, mental, or emaotional
condition that can make it difficult for a person to engaga in activities such as walking, climbing
stairs, dressing, bathing, leaming, or remembering. This condition can also impede a person
from being able to go outside the home alone or to work at a job or business.

The Fair Housing Act prohibits dizcrimination based on physical, mental, or emotional dizability,
provided “reasonable accommodation” can be made. This may include changes to address the
needs of parsons with disabilities, such as adaptive structural changes {e.q. constructing an
entrance ramp) or administrative changas (e.g. permitting the use of a service animal),

In 2022, 17.2 percent of Kentucky residents had a disability, This number was similar to that in
2017, or 17.3 percent. Table & depicts the number of people with a disability at different ages in
2022, Most people with dizabiliies were between ages 35 to 64 (42 percent), while 37 percent
of paople with disabilities were over the age of 65.
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Table 8: Disability Rates by Age

Population with a Disability E il::;Tlil':;aIE sl g"lzaﬁ;::jﬁon il
Under 5 years 2129 0%

Sto 17 years 58,520 8%

18 to 34 years 98,873 13%

35 to 64 years 328,458 42%

65 to 74 years 140,816 18%

75 years or older 148,169 19%

Total 77T 966 100%

Source; U5, Census Bureaw, 2022 ACS &-Year Estimates (518711)

Table 8 depicts the percentage of people with a certain disability by age group, Among the total
population, 51 percent of people with a disability had ambulatory difficulty, while 40 percent had
cognitive difficulty. For people 85 years and older, 65 percent of people had ambulatory
difficulty. People with ambulatory difficulty likely need additional supportive services and
housing considerations such as grab bars, Iifts, and other physical modifications to ensure
access 1o housing.

Table 8: Disability Rates by Type

Disability Type Total Percentage
Total Population 4,502,935 | -

With a disability 777,966 -

Haaring difficulty 214,808 | 28%

Vision difficulty 188,120 - 20%
Cognitive difficulty 312,066 | 40%
Ambulatory difficulty 399,110 | 51%
Self-care difficulty 143,541 [ 18%
Independent living difficulty 270,703 35%

Population under 18 1,011,480

With a disability 61,649 -
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Hearing difficulty 6,985 11%
Vision difficulty 11,845 19%
Cognitive difficulty 46,705 T6%
Ambulatory difficulty 6,188 10%
Self-care difficulty 10,209 17%
Independent living difficulty - .

Population 18 to 64 2,677,754 -

With a disability 427,332 -

Hearing difficulty 83,326 19%
Vision difficulty BEB.453 21%
Cognitive difficulty 193,074 45%
Ambulatory difficulty 205,105 48%
Self-care difficulty 70,8258 17%
Independent living difficulty 156,197 7%
Population 65 years and older 756,439 -

With a disability 288,985 -

Hearing difficulty 124 4497 43%
Vision difficulty 57,822 20%
Cognitive difficulty 72,387 25%
Ambulatory difficulty 187,817 B5%
Self-care difficulty 62,504 22%
Independent living difficulty 114,506 40%

Source: U.S. Census Bureaw, 2022 ACS 5-Year Estimates (S1810)

Geographic Distribution of People with a Disability

Figure & depicts the estimated percent of people with one or more disabilities in the state,
utilizing data from 2018 to 2022, As illustrated in the map, many zip codes had more than 15.84
percent of residents living with a disability. Many zip codes in the eastern portion of the state

had the greatest disability percentage, at 20.48 parcent or higher,
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Figure 6: People with One or More Disabilities by Zip Code
| Estimated percent of peaple with one or more disabilities, between 2018-2022, 9 Mo Diaplucsith s Qi
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Income and Disability Status

Oftentimes, people with disabilities eam less than people without disabilities. Table 10 presents
the median eamings and poverty rate for people with disabilities and people without disabiliies
in 2022, In 2022, the poverty rate was over double for people with disabilities compared to
people without disabiliies. People with disabilities eamed, on average, over 510,000 less than
those withaut a disability.

Table 10;: Median Earning and Poverty Rates for People with Disabilities

With a Disability Without a Disability
Median earnings £26,099 $38,17
People living below poverty level 25% 12%

Source: U.S. Census Bureay, 2022 ACS 5-Year Eslimales {51871)
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FAMILIES WITH CHILDREN

The Census Bureau divides households into family and non-family households. Family
households are married couple families with or without children, single-parent families, and
other families made up of related persons. Non-family households are either single persons
living alone, or two or more non-related persons living together.

Title WIII of the Civil Rights Act of 1968 protects against gender discrimination in housing.
Protection for families with children was added in the 1988 amendments to Title VI, Excepl in
limited circumstances involving elderly housing and owner-occupied buildings of one fo four
units, it is unlawful to refuse to rent or sell to families with children.

In bath 201 7 and 2022, the maost common housahold type was family housaholds with marriad
couplas, Howevear, from 2017 to 2022, the number of non-family housaholds grew six parcent,
while the number of family houssholds increased a nominal amount. Among non-family
households, the “ofher non-family” category, which accounts for roommates and other non-
related persons living together, increased 13 percent. From 2010 to 2017, that category
increased by just 1.6 percent. This could signify a shift in housing makeup and may be reflected
in the housing needs in the next five years.

Table 11: Households by Family Type (2077 to 2022)

Change from

= ,
il i 2017-2022

|I'~Ium|::er Percent | Number | Percent |Humher |Fer:;enl

Household Type | | | |
Family households 1,136,917 | 66% 1,142,472 | B5% 5,555 0%
Married couples H3T 485 7% 538,364 T3% ara 0%
with children 312,222 | ar% 308,536 | 37% (2,686) | -1%
Single female ! 216,357 19% . 213,879 19% - (2.478) I -1%
Single male 853,075 7o 80,229 8% 7,154 8%
Mon-family households ! 587,587 | 34% . 626,630 | 35% - 39,033 l B%
Living alone 459,358 83% 513,804 | B2% 24 406 5%
Other non-family 98,199 17% 112,826 | 18% 14627 | 13%
Total households 1,724,514 | 100% 1,769,102 | 100% 44 588 3%

Sowrpe: U5, Census Bureaw, 2017, 2022 ACE 5-Year Estimates (DP02)
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INCOME, UNEMPLOYMENT, AND POVERTY

Income, unemployment, and poverty, particularly as it relates to protected classes, provides
insight into the housing and service needs of Kentucky residents.

Household Income

Household income is strongly related o housing choice, as housahold income is one of several
factors used to determine eligibility for a home mortgage loan or rental lease. Additionally, lack
of income inherently reduces the number of options & household has over where fo live,

In 2022, the average household income was 533,515, which was eight percent higher than 2017
(adjusted for inflation to 2022 levels). Table 12 presents inflation adjusted household incomes
by race and athnicity in 2022, Across the listed categories, Asian households ware the only
calegory whose household income increased less than the overall household income (five
percant). Multi-racial households experenced a 44 parcent increass in househald income,

Table 12: Household Income by Race and Ethnicity

| Heousehold Income

Percent Change

| 5017 2017-2022
White 332415 534 989 8%
Black . $22,992 I §26,052 I 13%
Asian $36,829 $38,580 5%
Multi-racial 514,568 520,958 A%
Other race $17,065 $20,351 19%
Hispanic 519,926 521922 10%
Overall - £31,167 . $33,515 I 8%

Souwrce: U5, Census Bureaw, 2077, 2022 ACS 5Year Estimates (571902}

Unemployment Rates by Race

The unemployment rate in Kentucky in 2022 was 5.1 percent, which is 1.7 percent lower than
the 2017 unemployment rate, Table 13 presents the unemployment rate for different race and
ethnicities and gender. Among all categories, the unemployment rate decreased from 2017,
According to both 2017 and 2022 estimates, Black or African American households experienced
the greatast unemployment, approximately three percent higher than the ovarall unemploymant
rate in bath 2017 and 2022.
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Table 13: Unemployment Rates by Race and Ethnicity and Gender

Total Labor Force Unemployed Individuals | Percent Unemployed

Male 1,015,757 49 772 4 9%,
Female 902,698 40,621 4.5%

White 1,823,388 85,700 4. 70%
Black . 180,723 . 15,181 . 8.40%
Asian 36,602 1.281 3.50%
Hispanic - B ATT - 3,848 - 4.50%

Source: US. Census Burgay, 2022 ACS 5-Year Eslimales {52301)

Poverty Rates

In 2022, the overall poverty rate in Kentucky was 16 percent, which represents a 2.3 percent
decrease from the poverly race in 2017. Table 14 depicts the poverty rate in 2022 for different
races and ethnic categories, Compared to 2017 data, poverty rates decreased among all racial
and ethnic groups. In 2022, Black or African Amencan, American Indian and Alaska Mative,
Mative Hawaiian and Other Pacific Islander, and Hispanic individuals experienced poverty at a
higher rate than the statewide poverty rate.

Table 14: Poverty Rates by Race and Ethnicity

Total Population People in Poverty
Race and Ethnicity |——|—— Poverty Rate

White alone 3,715,155 | 85% 554,153 | T9% 15%

Black or African American | 305130 8% | 86875 | 12% | 25%

alone
American Indian and Alaska

4 1.4 0
e e 6,241 0% 436 % 23%
Asian alone 67,773 2% 8,095 1% 12%
Mative Hawaiian and other 3 554 0% 70 0% 19%

Pacific Islander alone
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| Total Population | People in Poverty

Race and Ethnicity Poverty Rate

Some other race alone 54 337 1% 13,029 2% 24%
Two or more races 183 550 4% 40,500 6% 22%
Hispanic or Latino origin (of

174,025 4% 39,936 6% 23%
any race)

White alone, not Hispanic or
Latino

Total 4,372,749 100% | V04,758 | 100% | 16%

Source: U.5. Census Bureaw, 2022 ACE 5-Year Estimates (51701)

3,649,857  83% 240,302 | TT% 18%

Figure & depicts county poverty rates in 2022. Overwhelmingly, the counties with the highest
concentrations of poverty are located in the eastern portion of the state. As was also identified in
the previous Al, rural paverty remains an issue in the Appalachian region of the state,

Figure 6: Poverty Rates by County
i

Parced by Counky = b

—

Source: U5, Census Bureayw, 2022 ACS 5-Year Estimates (S51701)

HOUSING TENURE, HOUSEHOLD SIZE, AND UNIT SIZE

Understanding the dynamics of housing tenure and size provides insight into the housing needs
of Kentucky residents.
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Haousing Tenure

Table 15 dapicts the percantage of rantar and cwner households by race and ethnicity in 2017 and 2022, In that pariod,
homeownershig rates decreased slighthy among White househalds and increased slightly amang ron-White househokis,

Table 15: Housing Tenure by Race and Ethnicity

White 1,081.378 | 454 248 45 B 1,107 538 428283 a2% TEY
Black 49,639 BE,173 A% 15% 93,662 87931 A% 16%
Asian 9,263 9,108 1% % 11,964 . 10,820 1% 2%
Multi-Racial 10234 10,173 1% ] 206,664 26,176 2% 5%
Othar 2819 0T 0% 1% 5013 9,003 0% 2%
Hizpanic 13,849 25,145 1% 4% 20,034 28,763 2% 5%
3:;}::””‘ 1,155,576 648,938 1005 100% 1,205,067 564,035 1007 100°%

Source: LS Cansus Bureaw, 2017, 2032 ACE 5-Year Eslimmias (S3502)
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Househaold Unit Size

Table 16 depicts household size of owners and renters from 2017 to 2022, In both 2017 and
2022, the most common unit size among renters was two bedrooms and the most common size
among owners was three or more bedrooms.

Table 16; Household Unit Size

2022

Ownars Ranters

% # #

No bedroom 3,133 0% | 18410 |3% | 3,133 0% | 21030 4%

1 bedroom 19490 | 2% 114,364 | 20% |19.490 |2% | 116,161 21%
2 bedrooms 196,322 | 17% 0 232,260 | 1% | 196,322 | 16% | 220,504 41%
i:;r'::"’; 986,122 | 85% | 203904 | 36% |986,122 |82% | 197,331  35%
Total 1,156,576 | 100% 568,938 | 100% | 1,205,067 | 100% | 564,035  100%

Source: U5, Census Bureaw, 2017, 2022 ACS 5-Year Estimates (B25042)

Changes In Household Income Relative to Housing Costs

Table 17 depicts changes in median contract rent and home values from 2012 (adjusted for
inflation to 2022 figures). Both home values and rents increased 14 percent in the past decade.

Table 17: Housing Costs

Base Year: 2012 Most Recent Year: 2022 % Change

Median Home Value $155,100 $177,000 14%

Median Contract Rent = 3G17 705 14%
Source: U5, Census Bureaw, 2012, 2022 ACS 5Year Estimates (B25058)

Median household income between 2012 and 2022 also increased by 14 percent from 2012 to
2022, adjusted for inflation, indicating that median household income kept pace with the
incraase in median home value and median contract rent.
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SEGREGATION/INTEGRATION

Owerview of the Analysis

Residential segregation is a measure of the degree of separation of racial or ethnic groups living
in a neighborhood or community. Latent factors such as attitudes, or overt factors such as real
estate practices, can limit the range of housing opportunities for minorities. A lack of racial or
ethnic integration in a community may create other problems such as reinforcing prejudicial
attitudes and behaviors, narmowing opportunities for interaction, and reducing the degree to
which community life is considered harmonious. Areas of extreme minority isolation often
experience poverty and social problems at rates that are disproportionately high. Racial
sagragation has bean linked to diminished employment prospects, poor educational attainment,
increasad infant and adult mortality rates, and increased homicide rales.

Segregation can be measured using a statistical tool called the dissimilarity index.” This index
measures the degree of separation between racial or ethnic groups living in & community. Since
White residents are the majority in Kentucky, all other racial and ethnic groups were compared
to the White population as a baseline. Dissimilarity index scores were determined for each
county for Black, Asian, and Hispanic populations as well as an aggregated index comparing
the nan-White population with the White population,

The index of dissimilarty allows for compansons between subpopulations (i.e. different
races/ethnicities), indicating how much one group is spatizlly separated from another within a
community. In other words, it measures the evenness with which two groups are distributed
across the neighborhoods that make up a community. The index of dissimilarity is rated on a
scale from 0 to 100, in which a scora of 0 corresponds to perect integration and a score of 100
reprasents total segregation, According to HUD, a score under 40 is considerad low, between
40 and 54 is moderate, and above B0 is high segregation.

Dissimilarity Index

Overall, Kentucky in 2022 had a moderate level of segregation. Asian residents experienced the
highest levels of segregation ralative to the Black and Hispanic populations. Levels of
segregation among all three minority populations has increased slightly since 2017, with the
largest increase accruing amang the Asian population. Although thess numbers represent the
quantifiable levels of segregation in Kentucky, it is important to contextualize this data with
gqualitative information on the causes of segregation, i.e. immigration patterns, housing markets,
etc.

! Far a given gesgraphic area, the index & equal ko D) = :EI"' |: - 'ﬂl. whare @ is the group populabion of a sub-region (e cersus
tract], A s the group popuation in the whole region, bis the comparison group populatian in a sub-region, and i is the comparnsan
qQraup's population in the whiola regicn,
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Table 18: Dissimilarity index, 2017-2022

T il AT % o T ] T—
.1_I1.. M with 2047 2017 % of 2022 1 2023 2032 % of Total Change in
Gl Population u=s Ciblloauic Population Population Ll
Population 5 Population Population e DpRE 22
White - 3862800 B7.3% - 3,816,007 B4 8% -
Elack 7.2 353,048 B0 502 560,184 B.0% 20
Asian 574 56,500 1.3% G1.6 69,187 1.5% 4.2
Hispanic | 43.8 152,072 3% 5.5 180,481 4.0 20

Souree: U Cansug Bureaw, 2097, 2022 ACE 5-Yagr Esfimadag [DF05]
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RACIALLY/ETHNICALLY CONCENTRATED AREAS OF POVERTY

Owerview Of Analysis

HUD defines raciallyfethnically concentrated areas of poverty (R/ECAPS) as census fracts with
a non-WWhite population of at least 50 percent (and 20 percent outside of
metropalitanimicropolitan areas) and a poverty rate that either exceeds 40 parcent or is three
times the average Iract poverly rate for the melropolitanimicropolitan area, whichever is lower,
By combining this data, it is possible to determine geographic patterms where there are
concentrated areas of poverty among racial’ethnic minorities.

Identification of R/ECAPS

Givan the relatively low non-White population of Kentucky outside of urban areas, applying the
HUD definition could potantially everlook areas in need. Therefore, an alternative definition is
used in which the thresholds include a census tract with a non-White population that is ten
percentage points higher than the statewide non-White average and a census tract with a
poverty rate of at least 40 percent. There are 31 census tracts in the state that meet these
criteria.

Most RIECAPs are localad in and near urban areas, such as Lexington, Louisvilla, and Bowling
Grean, and are HUD formula grantaes thal receive thair own respactive federal funds and
develop their own Als. There are also a few scattered census tracts in less populous areas that
qualify as RIECAPS according to this definition in the Covington, Frankfort, Hopkinsville,
Madisonville, and Paducah areas. One tract, 9801 in Edmonson County. has a 76 percent
poverty rate and 68.8 percent of its population ane non-White, making it the only rural RFECAP
tract.

Table 19: Modified R'ECAP Census Tracits, 2022

Census Tract County Non-¥White Poverty
506 Campbell County 32.0% 48 8%
2003 Christian Counly 42 8% 44.2%
9801 Edmonson County B8.5% T6.2%
8.02 Fayette County 25.5% 45.8%
19 Fayette County 49.3% 52 2%
34.04 Fayette County 49.5% 49.7%
M2 Franklin County 38.5% 41.0%
9706 Hopkins County 43.3% 42 3%
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Census Tract County Non-White Poverty
2.1 Jefferson County 30.0% 51.8%
T Jeffarsan County 93.5% 43.1%
g9 Jefferson County 95.2% 53.1%
14 Jeffarson County 99.4% 49.6%
18 Jefferson County 87 5% T7.6%
21 Jefferson County 30.9% 43.6%
27 Jefferson County B3.5% 40.9%
30 Jefferson County B4. 7% 68.2%
3502 Jeffersan County TB.5% 85.9%
36 Jefferson County 54.9% 44 3%
a7 Jefferson County 63.7% 43.4%
43.01 Jefferson County 9.1% 42.8%
50 Jefferson County 49 8% 51.1%
53 Jefferson County 25.7% 40,9%
59.01 Jefferson County T3.6% 60.9%
127.01 Jeffersaon County TB.6% 46.3%
609 Kenton County 40.5% 40.5%
631 Kenton County 41.2% 45.8%
671 Kenton County 61.9% 45.0%
306 MecCracken County 33.6% 41.1%
1M Warran County 3.2% 60.6%
102 Warren County 53.3% 40.6%
103 Warren County 46.6% 56.6%

Source: ACS 5-Year Estimales, 2022

Kentucky Al

40




Figure T7: RAFECAP Tracts Near Louiswville, 2022
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Figure 8: R'EECAP Tracts Near Lexington, 2022
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wiling Green, 2022 Figure 10: RAEECAP Tracts, Covington, 2022
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Figure 11: REECAP Tracts, Frankfort, 2022
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Figure 13: RMECAP Tracts, Madisonville, 2022
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Figure 14: REECAP Tracts, Paducah, 2022
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COMMUNITIES OF OPPORTUNITY

A large body of social research has demonstrated the powerful negative effects of residential
segregation on income and opportunity for minority families, which are commonly concentrated
in communities characterized by older housing stock, slow growth, and low tax bases - the
resources that support public services and schoals. Housaholds living in lower-income areas of
racial and ethnic concantration have fewer opportunities for education, wealth building, and
employment. The rationale for this analysis is to help communities determing where to invest
housing resources by pinpointing the areas of greatest existing need. Howewver, current
evidence suggests that adding more subsidized housing o places that already have a high
concentration of social and economic issues (i.e., RIEECAPSs) could be counter-productive and
ot meaat the spirit of the goals of HUD programs. This does not mean, however, that RIECAPs
should be ignored by communities, Residents in R/ECAPs still need services and high-quality
places to live and stabilizing and improving conditions in the lowest-income neighborhoods
remains a key priorty for Kentucky Housing Corporation. Rather, investment should be
balanced between existing RIECAPs (impraving the guality of life for residents who want to
remain in their neighborhoods) and other communities that offer opportunities and advantages
for families and individuals,

The Communities of Opportunity madel is highly spatial and therefore map-based, generating a
geographic footprint of ineguality. The process of creating opportunity maps involves building a
set of indicators that reflect local izsues and are also based on research that validates the
connections between the indicators and increased opportunity. The resulting maps allow
communities to analyze opportunity, comprehensively and comparatively, to communicate who
has access to opporfunity-rich areas and who does not, and o understand what needs to be
remedied in opportunity-peor communities, The combination of identifying RIEECAPs and
Communities of Opportunity creates a holistic approach to community investment.

Labor Market Engagement Index

The Labor Market Engagement Index is a measure of he ralative intensity of labor market
engagement and human capital. The index is a combination of unamployment rates, labor force
participation rates, and percentage of the population with at least a bachelor's degree within a
census tract. Employment opporiunities are necessary for individuals to afford stable housing.
Labor force participation represents the amaount of labor resources available for the production
of goods and services. The parcantage of the population with at least a bachaelor's degres is
used to estimate the availability of skilled labor.

Areas with higher levels of labor market engagement are found around major metropolitan
areas such as Lexington, Louisville, and Covington. These areas tended to have higher levels of
education and wealth, and low unemployment rates. Conversely, the lowest rates are found in
more rural areas of the state where fewer people have higher levels of education. These areas
alzo tend to have higher rates of poverty.
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Figure 15: Labor Market Engagement Index, 2022
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Environmental Health Indesx

The Environmental Health Index summarizes potential exposure to harmful toxins and access to
health insurance and food at the census tract level. Toxing include carcinogenic, respiratory,
and naurological hazards, Higher index values indicata less exposura 1o toxing harmful 1o
human health, Envirenmental hazards have an adverse effect on children’s growth and
development and can limit one's ability to work, Low-income and minarity individuals are also
found to be disproportionately affected by environmental hazards, perpetuating the lack of
opportunity for vulnerable populations. The lowest environmental health scores are
concenirated in melropolitan areas, while rural populations have very low levels of exposure to
enviranmental hazards, Areas with low envirenmental haalth scares also tend to have higher
levels of poverty and, espacially in the case of rural areas, are located far from grocery stores.
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Figure 16: Environmental Health Index, 2079
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Transit Access Index

Transil Access represents the ease with which people can access public transpartation.
According to the Federal Highway Administration (FHWA) under the US Depariment of
Transportation, most people are willing to walk for five to ten minutes to a transit stop. FHWA
uses these walking times as a proxy for distance, estimating accessible transit stops being a
quarter mile to a half mile away from a padestrian’s starting point, typically their place of
residence. To calculate accessibility, a quarter mile to a half mile buffers were placed around
each transit stop to find the percentage of a census tract that is within walking distance to a
transit stop, This percentage was averaged to produce the Transit Access Index,

Expectedly, Kentucky's metropolitan areas have the best access to public transit, in terms of
both the number of trips taken and transit cost, in the state. These indices were calculated for
the population earning up o 80 percent AMI. Transit opportunity declines as you move further
away from the cities where density is lower. Oppartunity is lowest in rural areas where transit is
unlikaly to exist or is very limited, although transit accass is not significantly higher for those
living in cities. The lack of transit access in more rural areas could constitute a disparity in
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apportunity, as thase residents may not have the maans o own and maintain a private vehicle

and have less access to public transportation to reach jobs, doctor's offices, and other essential
SETVICES.

Figure 17 shows that areas of Kentucky with the highest labor market engagement opportunity

are in mora urban areas with lower transit costs, while Figure 18 shows a higher level of transit
trips and corresponding access o resources (jobs, housing, etc.).

Figure 17: Transit Cost Index 2022
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Public Sector Policy Analysis

Impediments to fair housing choice can take many forms. Some policies, practices, and
proceduras may appear nautral on their face but adversely affect the provision of fair housing in
reality. An important element of the Al is an examination of public policies in Kentucky to
determine opportunities for reducing obstacles to fair housing and expanding housing choice.

FEDERAL FUNDING SOURCES AND PROGRAMS

Collectivaly, the COBG, HOME, ESG and Housing Opportunities for Parsons With AIDS
[HOPWA) programs are under the authority of HUD's Community Planning and Development
[CPD) division. In addition, since 2016, the state has received a 53 million annual allecation
from the Housing Trust Fund (HTF), also under the authorty of HUD, Kentucky also receives
annually approximately $12 million in financing through the federal LIHTC program.

Annually, the state is required to engage the public and stakeholders in the development of its
Annual Action Plan to identify the eligible activiies it will fund and implament with COBG,
HOME, ESG, and HOPWA funds. In addition, the state undertakes a Consolidated Plan every
five yaars to set priorities and goals for upcoming Annual Action Plans,

This section analyzes the state-level policies in place that guide how Kentucky affirmatively
furthers fair housing as part of its planning process and in the implementation of its CDBG,
HOME, LIHTC, and HTF programs.

Community Development Block Grant Program

The Kentucky DLG administers the CDBG program acrass the state in conjunction with the
KHC. Eligible applicant communities include those that are not direct HUD entitiement grantees,
KHC and DLG allocate CDBG resources to address community needs such as housing,
economic development, public facilities, and public ervices. In 2024, the state received 3263
millicn in CDBG funds.

DLG's CDBG Handbook is available onling and was reviewed for the previous Al The
handbook includes a statement of non-discrimination, including a statement making known the
Department’s ability to provide reasonable accommodation for persons with disabilities to
participate in all programz, services, and activities. Chapter 7: Fair Housing and Equal
Opportunity, along with the associated attachments, was reviewed to better understand DLG's
policy. The Department’s non-discriminatory statement includes the seven federal protected
classes,

As part of the grant agreement to receive state COBG funding, a sub-recipient must provide
assurances to further fair housing and ensure nondiscrimination, such as by maximizing
housing choice throughout the jurisdiction; lessening racial, ethnic, and economic
concentrations in housing, facilitating desegragation and racially inclusive patterns of
ocoupancy; providing for equal access in HUD-funded properties and programs; and
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affirmatively furthering fair housing. Sub-recipients must designate a local fair housing and
equal opportunity coordinator, adopt a fair housing resolution, and undertake ong or more
activities from among a list of 12 intiatives—all of which promote fair housing.

In addition to requiring compliance with the federal Fair Housing Act, state CDBG sub-recipients
must also comply with Title V1 of the Civil Rights Act of 1964 and KRS 344.015. To achieve this,
sub-recipients can either adopt DLG's Title VI Implementation Plan or create one of their own.
Furthermaore, sub-racipients must ensure that equal opportunities are made available through
project site selection, that evaluation criteria and administrative practices are non-discrimingtory,
that affirmative actions are undertaken to overcome past discriminatory actions, and that EEO
and fair housing posters are prominently displayed, among other things. They must also put in
place a grievance procedura to handle complaints must be put in place as well.

Specific to housing aclivities, sub-recipients are required to periodically review the state's Al or
adopt their own and maintain compliance, Markeling to LEF populalions, selection critena for
program participants, policies for relocation, and legal documents must be reviewed and
revised, as needed, to ensure compliance. Section 504 requirements regarding accessibility are
impased, including accessible design and construction features for housing activities. Sulb-
racipients are required o use DLG's four-factor analysis to ensure meaningful access to LEP
populations, and to ensure that LAPs addrass local LEF data and neeads,

DLG provides information on how to file a complaint alleging discrimination, as an online link to
HUD Discrimination Form 9031 (onling complaint form). also It alse provides a substantial list of
attachments, several of which are templates for required documents {e.g., local Fair Housing
Resolution, Civil Rights Title VI Self-Survey, Policy of Maon-Discrimination Section 504 Public
Motice, ate, ).

DLG monitors its sub-recipients on a periodic basis, although COVID has impactad its ability to
conduct monitoring in the field. The DLG execulive staff reported in an interview that the agency
aims to increase monitoring in the field to ensure that its subrecipients are complying with
CDBG stated policies. If they are found to be noncompliant, DLG plans to explore methods of
ensurng fulure compliance, including possible withdrawal of futura funds.

DLG provides fair housing training as part of its mandatory program administrative training for
sub-recipient staff, and KHC provides DLG staff with fair housing training. There are currently no
fair housing educational opportunities for those on the supply side of housing for, for instance,
subrecipients, developers, or other policy makers.

HOME Investment Partnerships Program

KHC administers the HOME program, which provides funding for affordable housing initiatives
across the state, In terms of fair housing, the location of assisted housing can expand access to
community assets, or it can perpetuate residential segregation patterns. For example, affordable
housing units planned and developed in high opportunity areas can facilitate access to better
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schools and jobs. On the olher hand, affordable housing that is located exclusively in R/ECAP
or lower opportunity areas can restrict housing choice and residents’ access to higher guality
community assets.

KHC's HOME funds may be used for the development of multifamily properties involving
acquisition and rehabilitation or new construction of affordable rental housing. Incomea-aligible
households include those with incomes up to 60 percent of the area median. The required
affordability pariod for new construction rental devalopment is 20 years, The affordability period
for rehabilitation projects is dependant upon the amount of HOME funds invested per unit,
ranging from five to 15 years.

HOME funds may be used for the following single-family residential activities:

+ Homebuyer assistanee can include acquisition and rehabilitation for resale of an
existing home and new construction of a single-family unit. Acquisition can occur under
direct sale to the homebuyer or via a lease-purchase agreement. Up to 525,000 of
HOME funds per house may be used for construction, principal reduction, down
payment assistance, and closing costs, and also for the required three percent down
payment if there is an FHA-insured first mortgage. Eligible households include those with
incomeas up to 80 percent of the area meadian.

« KHC also may provide up to 360,000 of HOME funds per unit for Homeowner
Rehabilitation to bring a primary residence up to the current building code or, if a house
is too dilapidated, to demolish it and build & new home. Eligible households included
those with incomes up to 80 percent of the area median,

« Tenant-Based Rental Assistance (TBRA) provides funds for rant and utility assistance
as well as security and utility deposits. Eligible households have incomes up to 60
percent of area median income (AMI).

The maps below show the geographic locations of HOME investments made by KHC. Overall,
investments have been made throughout the state with more in metropolitan areas than rural
ones with a balance between those made within and outside RIEECAP tracts.

KHC should continue o compare the locations of investments made with the Census tracts
designated as R'EECAPs and explore opportunities for investment accordingly. For example,
tract 9801 to the northeast of Bowling Green is a designated R/ECAP in which no HOME
investments have been made since 2017. This tract could represent a good opportunity for rural
RIECAP investrment.
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Figure 19: HOME Program Investments 2017-2025
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Figure 20: HOME Program Investments 2017-2025, Eastern Kentucky
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Figure 21: HOME Program Investments 2017-2025, Wastern Kentucky
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Mational Housing Trust Fund

The HTF is an affordable housing production program that complements existing Federal, state,
and local efforts to increase and preserve the supply of decent, safe, and sanitary affordable
housing for extremely low- and very low-income households, including homeless families. HTF
funds may be used for the production or preservation of affordable housing through the
acquisition, new consiruction, recenstruction, and/or rehabilitation of non-lusury housing with
suitable amenities. Kentucky recaived an allocation of 3314 millian from this program in 2024
and receives approximately that amount annually.

By program year 2023 (year four of the current five-year Consolidated Plan cycle), KHC
reported wsing HTF funds for the preservation and rehabilitation of approximately 70 affordable
rental housing units that serva low-income families or families with incomes at or below the
povarly line, HTF invesimeants are geographically illustrated below.

Figure 22: NHTF Investments, 2017-2024, Kentucky
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Figure 23: NHTF Investments, 2017-2024, Western Kentucky
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Figure 24: NHTF Invastments, 2017-2024, Eastern Kentucky
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Low Income Housing Tax Credit Program and the Qualified Allocation Plan

KHC's QAP is a public policy based on guidelines established by Section 42 of the Intemal
Revenue Code, which establishes the agency’s priorities for rental housing initiatives financed
with LIHTC.

LIHTC investments are gecgraphically illustrated in the maps below.

Figure 25: LIHTC Investment Locations, Kentucky
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Figure 26: LIHTC Investment Locations, Eastern Kentucky
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Figure 27: LIHTC Investment Locations, Western Kentucky
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Unlike federal programs that provide grants or loans for housing development, the LIHTC
program generates privale equily from the sake of tax credils 1o assist with the hard and sofl
devalopment costs of rental units, Generally, for-profit corporations such as banks purchase the
credits based on current demand for them. In return, corporations receive a dollar-for-dollar
reduction of federal taxes each year for the first ten years that units are in operation. The QAP is
conducted every two years and must be approved by the Governor before the tax credits can be
awarded by KHC to developers. Because the compelition for tax credits is robust, tax cradit
devalopers design their rental housing projects to achieve maximum scoring under KHC's QAP
priority scoring cetegorias. The QAP has a major impact on what populations are served, the
types of projects that will be undertaken and, indirectly, where rental housing is built or
rehabilitated.
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The QAP was reviewed 1o delermine the presence of five tax credit allocation priorities meant lo
incentivize developers o create LIHTC properties in locations with lower poverty rates and
higher opportunity.® The five allocation prionties included:

« High-opporiunity neighborhoods.

«  Access to amenities.

»  Approval by the community,

+  Furthering investment in blighted naighborhoads.
«  Avoiding concentrations of affordable housing,

The sat-asidas established in the QAP reflact distinctions in specific needs and its obligation to
affirmatively further fair housing as determined by KHC. For 2025-2026, the QAP stated set-
asides on the basis of existing or new supply. KHC will award the lesser of: ten percent of
available 9% LIHTCs or two applications to axisting supply projects that rehabilitate rent-
restricted housing. The new supply set asides include 33 percent of 8% LIHTCs in an urban set-
aside for Jefferson, Fayette, and Northerm Kentucky (Boone, Campbell, and Kenton Counfies);
and the remaining LIHTCs to applications in the Bos.

The QAF states specific criteria by which 9% LIHTCs will be distributed. For existing supply, the
credits will be awarded based on the greatest need of rehabilitation determined by ranking, the
percentage of units coverad by federal project-based rent assistance, and whether the
application includes rehabilitation only (excluding acquisition for the purpose of maximizing
limited resources). The new supply salection criteria by which points are awarded includs;

»  Share of affordable units in a given county, with the applications in counties with the
lowest number of subsidized units earning the most points (BoS set-aside only).

«  Submitted data in the categones:

—  Renter cost burden.

—  Median household incoma,

—  Employment density (BoS set-aside only).
— Road network density (BoS set-aside only).

» Projects supported by permanent below-markel sources

~  Bources including HOME (other than from KHC), CDBG, local government housing
or infrastructure programs, public housing authority rescurces, financial institutions,
or philanthropic organizations registered in Kentucky,
Applications that list source(s) as a parmanent loan with thesa larms: no more than
1 percent interest rate, amortization of at least 20 vears, and no commercially
unreasonable fees,

+ Land donation.

# Thi frwe allccalion pricrities ane found inEffect of GAP Incentives on the Location of LIHTG Properties” publshed by the LS,
Departmeant of Housing & Urban Developmant, Ofca of Pobcy Devalopmeant & Resasrch (Apr 2015).
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« Revitalization plans (urban set-asides only).

«  Family, senior, or supportive housing.

In the event of a tie, KHC will apply tiebreakers, including greatest number of LIHTC units,
demanstration of innovative characteristics, eligibility for the historic rehabilitation tax credit, and
intention for eventual tenant ownership,

With regard to local community approval and the potential for not-in-my-backyard opposition,
the fair housing rule of thumb is that a housing project financed with public funding sources
should not be subjectad to a higher standard of public notification andfor approval process than
privately financed housing. Different treatment on this basis is discriminatory if the tenants of a
proposad devalopment will be members of the protected classes (families with children, persons
with disabilities, minorities, etc.).

Project nofification requirements are evident in Section 42im}1)(A}Nii) of the Intermnal Revenue
Code. In accordance, KHC is required to notify the chief executive officers (or the equivalent) of
local jurisdictions where projects to receive credits are located and provide the officials a
reasonable opportunily to comment on the projacts, Within the QAP there is no scaring
category that requires applicants to notify local officials and/or neighborhood groups within a
buffer of a proposed site, a requirement that generally increases the likelihood that a project will
be derailed through political intervention or public oppogition.

In some cases, careful and coordinated planning involving revitalization of deteriorated
siructures and conditions in some areas can spur new invesiment in blighted neighborhoods
and enhance living conditions for residents, New LIHTC projects are frequently part of the
equation for this type of initiative, providing new high-quality and affordable housing for longtime
residents. The QAP can be a useful and valuable tool in guiding LIHTC investment, particularly
when it is part of a broader comprehensive community plan. HUD's Choice Meighborhood
Initiative is one example of how thiz can be achieved. The QAP awards preference under the
Revitalization Plans section for projects located in urban qualified census tracts with a plan for a
defined target area where other investments will acour or have occurred, This requirement is
specific to plans that are formally recognized and/or adopted for revitalization, community
development, and/or economic development. The plan must have been created or updated
within the pravious 10 years and demonstrate a nead for multi-family units.

Cwerall, the QAP includes significant provisions for developer incentives to expand housing
choice in higher opportunity areas. In a large rural state like Kentucky, however, the need for
creating new, decent, and safe affordable housing in rural areas is also great, KHC appears o
sirike a balance between the two.

OLMSTEAD HOUSING INITIATIVE
The Qlmstead Housing Initiative (OHI) was created in response to the 18599 Suprame Court
decision Olmstead v, L.C., 527 U.5. 581, which was an interpretation of Tile 11 of the Amaricans
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with Disabilities Act (ADA). OH| was created to meet the housing needs of one of the hardes!-
to-serve populations: people with severs mental illness (SMI) who are in institutions or at risk of
institutionalization. Efforts have been made to move individuals who can live independently from
institutions into affordable houwsing in communities of their choosing. Institutions for this
population could include nursing homes but are mane typically psychiatric hospitals or personal
care homes. OHI can pay for moving expenses, basic furnishings, and sacurity and ufility
deposits, and can provide an ongoing rental subsidy,

KHC doasn't have a role with OHI. Referrals for OHI are accepted from contracted providers of
the Department for Behavioral Health, Developmental, and Intellectual Disabilities (DEHDID),
which must confirm that a full range of support services are in place in the community where the
individual chooses to live. All referrals are made to DEHDID. KHC does not accept or approve
direct referrals.

KENTUCKY HOUSING SUPPLY GAP ANALYSIS

KHC conducted a housing supply gap analysis in three phases. Phase | estimated current
housing gaps in each of Kentucky's 120 counties. Phase Il estimated five-year projectad
housing supply shortages using data on homes available for purchase, housing in the
devalopment pipeling, large-scale job announcements, and an evaluation of their impact on
household growth, Phase Il involved a senes of public engagements to solicit public input in an
effort to identify and develop strategies to increase the housing supply.

Phase | identified the housing supply shortage at six income levels: less than or equal to 30% of
AMI, between 31 percent and 50 percant of AMI, between 51 percent and 80 parcent of AMI,
betwaan 81 percant and 120 parcent AMI, batwean 121 percant and 150 percent of AMI, and
151 percent and higher of AMI, A supplemental gap was identified for those seeking permanent
supportive housing. The gaps identified are summarized in the table below:;

Figure 29; Overall Housing Gaps by Tenure and AMI, 2024
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Source: Kentucky Housing Supply Gap Analysis, Phase |

Far rental units, the largest gap by far exists in the housing available for those among the lowest
earning households — those below 30 percent of AMI. The necessary housing for those falling
in this income tier conzists of 59.4 percent of the overall rental gap in the state. The gaps in the
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for-sale market are relatively evenly distributed among income levals with the higheast gap
occuring among units affordable to those at the highest income tier — 151 percant of AMI or
higher. The largest overall housing gaps are within the state’s most populous areas such as
Jefferson, Fayette, and Boone Counties, consisting of major cities such as Louisville, Lexington,
and the Cincinnati metropolitan area, respactively.

Several cited causes for the current housing gap include local resistance to multifamily and
dense development in general; natural disasters (tlomadoes and flooding) which have destroyed
housing units; job growth cutpacing housing growth in certain localities; lost buillder capacity;
slow delivery of units due to zoning approvals, technology, and cost; and a stagnant federal
funding landscape. According to a November 2024 Kentucky Housing Task Force report, while
single family home consiruction has rebounded from post-2008 lows, apariment construction
and especially middle housing construction have lagged significantly. Bacause apartments and
middle housing provide more density, the total number of units constructad has remainad low
because single-family home construction has increased.

The dominant reason for Kentucky's supply gap remains the loss of construction activity
following the 2008 housing crisis and resulting recession. Kentucky has still not matched the
pace of housing construction prior to the crisis,

Phase Il identified the five-year projacted housing gap in the same income catagories as Phase
|. The table below, taken from the Phase |l report, shows these estimated gaps based on homes
available for purchase, housing in the development pipeline, large-scale job announcements,
and an evaluation of their impact on household growth.

Figure 29: Five-Year Projected Housing Supply Gap by Tenure and AMI, 2029
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The ovearall housing gap in Kentucky is projectad to grow 39,2 parcent from 206,207 units to
287,120 units in five years, The projected gap is expected o remain relatively even for rental
and for-sale housing. The gaps are expected to grow the most among the highest- and lowest-
earning households, The primary driver in lower income households is severe cost burden,
while the primary factor in higher income households is projected household growth.
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Housing construction is sorely needed at all levels of affordability in Kentucky, KHC and DLG
should explore opportunities for developing housing across a wide spectrum of affordability, with
a special focus on multifamily housing affordable at the lowest income levels. Although the most
cost-burdened households need housing more acutely than moderate-income households, KHC
and DLG alzo should also explore opportunities for development for the latter. Moderate-income
housging is likely lo axperience fewer impediments to developmant than lower-income housing,
including from developers that favor higher profits on their investments and from local detractors
who may vocalize resistance to multifamily or affordable housing more generally.

ZONING

As a state government, Kentucky does not have its own zoning ordinances. However, the 2021
Kentucky League of Cities Planning and Zoning Statutory Guide contains applicable state laws
and statutes goveming planning and zoning, Typically, zoning codes ars evaluated based on
how the ordinance:

«  Defines “family” inclusively, without a cap on the number of unrelated persons and with a
focus on functioning as a single housekeeping unit.

« Defines "group home” for persons with disabiliies or similary named land use compared
to single-family dwellings.

+ Allows up to six unrelated people with disabilities to reside in a group home without
requiring a special use / conditional use permit or public hearing.

« Regulates the siting of group homes as single-family dwelling units without an additional
requlatory provision.

+ Has a "Reasonable Accommodation™ provision or allows for persons with disabilities to
request reasonable accommadation / modification to regulatory provisions,

& Parmits by-right multi-family housing of more than four units per structure in one or more
residential zoning districts,

+ Does not distinguish between “affordable housing / multi-family housing” (i.e., financed
with public funds) and “multi-family housing” (iLe., financed with private funds).

&« Provides residential zoning districts with minimum |ot sizes of 4,000 square fest or less,

= Does nol include exteror design/aasthetic standards for all single-family dwelling units
regardless of size, location, or zoning district,

Given that specific zoning regulations are typically determined by individual municipalities and
this guide simply provides a framework for the enabling legislation, it cannot be evaluated
according to all of the provisions above. However, certain provisions of the guide may be
analyzed as they impact overall zoning regulation in the state.

First, section 100,201 (3) containg the only mention of multi-family housing, This perlaing to the
designation of urban residential zones whose components may “lack individual distinction,”
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According to the Planning and Zoning Statutory Guide: “The usage of structures within an urban
residential zone may be regulated on a structure-by-structure basis, permitting a mixture of uses
in the zone, including single-family and multifamily residential, retail, and service
establishments, which stabilizes and protects the urban residential character of the area.”

Increasing multi-family housing, although not a panacea, is ona of the most efficient ways to
reduce housing gaps at all levels of income and increase the supply of affordable housing.
Thus, the Al recommends that most zoning codes permit the construction of multi-family
housing by right, or without provisions. above-and-beyond that of other kinds of housing.

Second, section 100.211 requires that amendments to the zoning map and text of the regulation
be reviewed via public hearing before adoption. Some zoning changes may be delayed by vocal
opposition on the part of residents of a given municipality. Therefore, certain zoning changes
should be made without a necessary public hearing. For example, variances made for the
installation of group homes should be allowed fo go through planning commission approvals
without special mestings or requirements if the municipality so choosas,

Third, since there is no provision requiring zoning codes to include the ability to reguest
reasonable accommodations/modification to regulatory provigions, most zoning codes do not
include this mechanism that could increase the number of accessible units available to and
affordable for Kentucky's elderdy and disabled residents.

BUILDING, OCCUPANCY, HEALTH, AND SAFETY CODES

Adopted in 2018, The Kentucky Building Code iz based upon the 2015 International Building
Code published by tha International Code Council, Inc. (IBC), with Kentucky-specific
amendments. It provides design and construction standands to ensure public safely, health, and
welfare insofar as they are affected by building construction and to secure safety to life and
property from all hazards incident to the ocoupancy of buildings, structures, or premises.

Accessible design and construction requirements are necessary to make public and common
use spaces and facilities accessible and safe to everyone. This gives people with disabilities
greater freedom to choose where they live. The Fair Housing Act requires all “covered
multifamily dwellings” to be accessible o and usable by people with disabilities, Here, covered
multifamily dwellings are defined as buildings containing four or more units, either with all
ground-floor units or at least one elevator. The following seven accessibility standards are
required by the Fair Housing Act for these dwelling units:

» An accessible building entrance on an accessible route.
» Accessible common and public use areas.

+ |sable doors (usable by a person in a wheelchair).

+ Accessible routes into and through the dwelling unit.
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« Light switchas, electrical outlels, thermostats, and ather environmeantal controls in
accessible locations,

« Reinforced walls in bathrooms for retroactive installation of grab bars.

« Usable kitchens and bathrooms.

State building regulations were last updated in 2018. Chapter 11 determines the design and
construction of faciliies for accessibility for individuals with disabilities, These standards almost
meet all the accessibility requirements cutlined by the Fair Housing Act. While all toilet and
bathing facilities are required to be accessible, there is not a clear provision for requiring
reinforced walls in bathrooms for later installation of grab bars.

Sections 1104 and 1105 detail requiremants for accessible routes entrances, including access
to common and public use areas. Al least one accessible route within the site shall be provided
from public transportation stops, accessible parking, accessible passenger loading zones,
and'or public streets or sidewalks to the accessible building entrance served. The minimum
width of the accessible path must be 48 inches. Accessible routes are required within and
betwaan almost all sites, including commercial buildings with five or more tenants, and
healthcare providers, transportation facilities, airports, and any government building, Exceplions
to providing accessible routes are provided if the site does not provide any pedestrian access or
if the area of a floor or mezzanine is smaller than 3,000 square feet. Recreational facilites must
alzo provide accessible features to all spaces except swimming poals.

Section 1108 describes accessibility requirements for dwelling units and sleeping units. All
public spaces serving dwelling units shall be accessible, including balhrooms, kitchens, living
and dining areas, and any connacted exterior spaces. The following table describes the
minimum required number of accessible units and features required based on the number of
dwelling units a building provides:

Table 20: Accessible Dwelling Unit and Sleeping Unit Requirements in Kentucky

Minimum Required

Total ) Minimum Number of Total Number of
Mumber of Accessible : ) ) . .

Number of ) ; N Accessible Units with Required Accessible

B Units without Roll-in . .

Units roll-in Showers Units
Showers

1to 25 1 o] 1

26 to 50 2 0 2

Sto75 3 1 4

76 to 100 4 1 5

101t0 150 | 5 2 T
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151to 200 |G 2 8
201 to 300 | 7 3 10
301 to 400 | B 4 12
401 to 500 | & 4 13
501 to
| 1 f
1,000 2% of tota % of total 3% of total
; 10, plus 1 for each 100, | 300, plus 2 for each
Cwer 1,000 ?rg;::::il::unst;;?;uf Wn':rﬂln II:I[I;I:] or fraction thereof, over | 100, or fraction
: . 1.000 thersof, over 1,000

Source: Intemational Building Code, 2024

There are three Kenlucky-specific exceptions lo the |IBC accessibility section, First, childcara
facilities or areas or portions of building usad for rendaring of childcare are not required to
comply with the provisions applicable to children. The provisions applicable to adults {parents
and staff) are applicable, including accessible routes, entrances, parking, and toilet facilities.
Second. church buildings are not required to comply with the provision. Third, accessible toilet
facilities may not be located In a restricted area of a given building or an area designated for
“Emplayess Only”

ANTI-DISPLACEMENT AND RELOCATION PLAN

Arnti-displacement and relocation plans serve to advance the interests of lower-income
individuals and households at risk of displacement due to neighborhood changes in various
sactors, such as housing, businesses, and infrastructure, The Kentucky Residential
Antidisplacemant and Relocation Assistance Plan is compliant with HUD regulation 24 CFR §
42 and 24 CFR § 570, which outlines plans and stralegies for addressing displacement. As a
recipient of COBG and HOME funds, KHC has a residential anti-displacement and relocation
assistance plan in place for demolition and acguisition activities.

According to the Plan, "KHC shall require one-for-one replacement units for all occupied and
vacan! occupiable low- and moderate-income dwalling units that are demolishad or converted
for uses other than as low- and modarate-income dwelling units as a direct result of an activity
assisted under HOME."

Replacement units must meet the following requirements:

1. The units must be located within the HOME recipient's jurisdiction,

2. The units must be sufficient in number and size fo house at least the number of
oroupants that could have been housead in the demalishad or converted units, in
accordance with local housing occupancy codes.
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1. The replacement low- and moderate-income dwelling units must be in standard condition
and may include units that have been raised to standard from substandard condition.

4, The units must be designed to remain low- and moderate-income dwelling units for at
least 10 years from the initial cccupancy.

HOME recipients must make public and submit to KHC in writing:

1. A description of a proposad activity,
2. The general Incation on a map and approximate number of dwelling units by size

(number of bedrooms) that will be demolished or converted to & use other than as low-
and medium-income dwelling units as a direct result of the assisted activity.

3. Atime schedule for the commencement and completion of the demolition or conversion.

4. The general location on a map and approximate number of dwelling units by size
(number of bedrooms) that will be provided as replacement dwelling units.

5. The source of funding and a tima schedule for the provision of replacement dwelling
units.

6. The basis for concluding that each replacement dwelling unit will remain a low- or
moderate-income dwealling unit for at least 10 years from the date of initial cccupancy.

KHC will consider annually whether or not displacement has occurred as part of funding
decisions and project feasibility determinations, Wheneaver possible, the agency will ensure that
residents of buildings to be rehabilitated have an opportunity fo return to the building, The
household shall receive temporary relocation benefits if they are reguired to vacate a building
during renavation.

KHC reguires that all HOME recipients adopt a wrilten, publicly available residential anti-
displacemant and relocation assistance plan that describes the relocation assistance it has
elected to fumish and provides for equal relocation assistance within each class of displaced
PErSONS.

KHC and HOME recipients must provide relocation assistance under Section 104 (d), as
described in CFR 24 570.606 (b) 2 (i), to each low- and moderate-income household displaced
by the demalition of housing or by the conversion of low- and moderate-income dwelling o
another use as a direct result of HOME-assisted activities,

Temporary relocation for homeowner rehabilitation is an optional policy for HOME recipients.
The policy must establish guidelines for payment or nonpayment of temporary maoves. If the
homeowner must vacate the unit for one to 30 days, the HOME recipient should determing
whether the family can or is willing to stay with friends. If thay can or will not, the recipient
should refer the family to a moderately priced hotel. Accommodations should not exceed a one-
month perod. If the family is required to vacale the property for longer than ane month, the
recipient is encouraged to work with local housing authorities to provide temporary housing.
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Displaced parsons are eligibla for moving costs if @ move is initiated after submission of HOME
application. The displaced parson may receive compensation for moving expenses supported
by documentation for;

1. Transportation up to 50 miles.

2. Packing, crating, uncrating, and unpacking personal property.

3. Slorage of the personal proparty for a period not to excead 12 months, unless the
HOME recipient determines that a longer period is necessary,

4, Disconnecting, dismantling, reassembling, and reinstalling relocated housshold
appliances and other personal property.

5. Insurance for the replacement value of the property in connection with the move and
necessary storage,

6. The replacemant value of property lost, stolen, or damaged in the process of moving
(not through the fault or negligence of the displaced person or his or her agent or
employee) where insurance covering such |oss, theft, or damage is not reasonably
available.

7. Other moving-related expenses as KHC determines to be reascnable and necessary,
except the following ineligible expenses:

A, Interest on & loan to cover moving expenses,

b. Personal injury.

. Any legal fee or other cost for preparing a claim for a relocation payment or for
representing the claimant in appeals procedures.

d. The cost of moving any structure or other real property improvemeant in which the
displaced parson resarved ownership,

e, Cost for storage of personal property on real property owned or leased by the
displaced person before the initiation of negotiations.

HOME recipients must include a procedure for appeals and grievances. The appeal must be
mada within 60 days to the HOME recipient after they provide notification of the claim decision.
If the appeal cannol be resolved locally, an appeal may be made to KHC for review. Any final
decision may be appealed to the HUD field office,

LANGUAGE ACCESS PLAN

HUD's guidance relative to Executive Order 13166, "Improving Access to Services for Persons
with Limited English Proficiency (LEP),” stipulates that a community can achieve compliance by
providing certain language assistance services for LEP language groups with more than 1,000
persons or one percent of the population o be served, As noted earier in the Al, the most
commaon language spoken by LEP persons throughout Kentucky is Spanish, which is spoken by
52 634 persons or three percent of LEP households based on 2022 ACS data.
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HUD grantees are responsible for serving persons with LEP and who may be income-eligible for
sarvices and programs in accordance with Titke VI of the Civil Rights Act of 1964, Preparation of
an LAF is the most effective way to achieve compliance. KHC adopted an updated LAP
effective January 11, 2023. DLG adopted its LAP Plan in August 2022. The Al reviewed both of
these documents.

The KHC LAP clearly stales the agency's obligation lo provide services, financial assislance,
and other benefits to residents regardless of their nation of origin and to make reasonable
efforts to provide free language assistance services to clients. In determining which languages
meet the stated thresholds, KHC conducted a four-factor analysis as required by HUD. The
2023 LAP estimated that 2.1 percent of state residents cited a language other than English
spoken at home, and 46 percent of Kentucky's LEP population are of Hispanic or Latino origin.
Thesa numbers in conjunction with an estimate of the frequency of contact indicated thal native
Spanish speakers were the most likely to be served, Among the sarvices that KHC will provide
to persons with LEP are the following:

Fosting of multi-lingual signs in public spaces.

Use of automated Spanish telephone services.

Lisa of multidingual notices for outreach activities,

Motices of right to language assistance services on KHC's webpage.
Use of | Speak cards to facilitate direct interaction with LEP parsons,

= 8 5 8 »

The KHC LAF clearly states how interaction with LEP clients via oral communication will
proceed. Staff will assist in identifying the spoken language and coordinate with the Fair
Housing Coordinator to oblain appropriate services. Bilingual office staff may be used as
infarmal interpratars; howevar, farmally certified interpraters will be made available if requirad,
Translation of vital documents can be provided along with translated summaries, where
appropriate. The LAF also includes a provision stating that KHC will annually review the
document to determine if revisions are necessary, including in light of demographic changes.

KHC staff training is reguired annually for staff who may interact with persons with LEP. The
Fair Housing Coordinator monilors the training and the delivery of language assistance
services. Subrecipients of faderal funds received through KHC are required o ensure access o
language assistance services for their program beneficianies, Such services are to be provided
free to eligible clients and the Fair Housing Coordinator is available to assist with these
sarvices. In addition, the appendix of the LAP includes a list of formal interpreters who may be
contacled for assistancea.

The DLG LAR, similarly recognizes the department’s requirement to provide language
assistance to LEP populations. DLG requires that its sub-recipients use the same four-factor
analysis prior to the release of federal funds, since DLG does not provide direct financial
assistance to individuals. Sub-recipient local units of government or nonprofit organizations
would encounter persons with LEP and, therefore, must be able to addrass their language
assistance needs. DLG does, however, recognize thal persons with LEP may need to interact
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with its staff during the public comment penoed. Upan requast, DLG will make translations of
annual plans and amendmeants available for its federal grant pragrams.

Sub-recipients are required to conduct a four-factor analysis, develop a LAP, and provide &
description of the outreach efforts to be undertaken during the Letter of Conditional Commitment
stage. DLG spacifies the required measures that sub-recipients are required to take if the four-
factor analysis reveals 1,000 or more parsons, or five percent or maore of the population, with
LEP: translation of vital documants, pasting of public hearing notices in the languages spoken
and in locations frequented by persons with LER, and providing translation of services at public
hearings if requested to do so. There are lesser requirements when the LEP population is
smaller. DLG monitors its sub-recipients for compliance with these reguirements.

Kentucky Al | 73



Private Sector Policy Review

In addition to the public sector policies that influence fair housing choice, private sector policies
can also influence the development, financing, and adverising of real estate. This section of the
Al analyzes morgage lending practices, high-cost lending, and real estate advertising.

HOME MORTGAGE LENDING

Under the terms of the Financial Institutions Reform, Recovery, and Enforcement Act of 1989
(FLR.R.E.A), any commarcial lending institution that makes five or more homea mortgage loans
must report all residential loan activity 1o the Federal Reserve Bank under the tarms of the
HMDA. The HMDA regulations require most institutions involved in lending to comply and report
informabion on loans denied, withdrawn, or incomplete by race, sex, and income of the
applicant. The information from the HMDA statements assists in determining whether financial
institutions are serving the housing needs of their communitizs. The data also helps to identify
possible discriminatory lending practices and pafterns.

The mest racent HMDA data available for the Commaonwealth is fram 2022, Reviewing this data
helps to determine the need to encourage area lenders, other business lenders, and the
community at large to actively promote existing programs and develop new programs to assist
residents in securing home morigage loans for home purchases. The data focuses on the
number of homeowner mortgage applications received by lenders for home purchase of one- to
four-family dwellings and manufactured housing units. The information provided is for the
primary applicant anly. Co-applicants were nol included in the analysis. The data indicates that
Black, Hispanic, Native American, and FPacific Islander applicants faced higher denial rafes and
lower originafion rates (approvals) than white applicants. However, sample sizes for Mative
American and Pacific Islander applicants are small, with these races making up 0.4 percent and
0.1 parcent of total applications, respectivaly. Denial rates in 2022 for Black and Hispanic
applicants wara 22 percent and 21 parcant, respactively, while danial rates for whites were 17
percent. The ovarall denial rate in Kentucky was 18 peroent.
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Figure 28: Mortgage Denial Rate by Race, 2022, Kentucky
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In 2022, there wera 171,665 first lien morigage applications for home purchasas in Kentucky
according to data collected under the HMDA, This is approximately 35 percent fewear
applications than in 2020 when the number of applications was 266.551. Among other factors,
the nationwide rise in interest rates could have contributed to the decrease in mortgage
applications since 2020 when interest rates during COVID were unusually low.® The majorily of
home purchase loans in Kenlucky are conventional loans (71.6 percent in 2022),

Table 21: Number of Loan Applications by Type, 2022

Loan Type Mumber of Applications Percent
Conventional 122,800 71.6%
FHA 28,247 16.5%
FSA/RHS 4 587 2.7%
VA 15931 9.3%
Total 171,665 100%

**Hislorical Morigage Rates: 1971 1o the Presant,” Kevin Graham, Bockal Mortgage. March 22, 2024

it ihasiw oo kebmortg Bge comikasmdhistoncal-morlgaps-rales-30-vaer-lised, Accessad Aug 29, 2024,
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Source: 2022 Home Mortgage Disclosure Act Data

Martgages by Income

In 2022, a plurality of the mortgage applications in Kentucky were made by those eaming above
100 percent of their respective AM| at 38.6 percent. This is followed by households eaming
between 50 percant and B0 parcent AMI (22.0 percent). Those at the lowest end of the income
spactrum made the feweast morgage applications, Tha incomes of anather 12.4 percent of
apphicants are unknown according to available HMDA data,

Figure 29; Loan Applications by AMI, 2022

Loan Applications by Income, 2022
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Maortgages by Race and Ethnicity

In 2022, the vast majority of home purchase loans were awarded to White residents — 71.6
percent — which is lower than their proportion of the population as a whole at 848 percent.
Similarly, Black residents, who account for eight percent of the population, were awarded 4.7
percent of mortgages, Asan (1.7 percent of morlgages comparead to 1.5 percant of the
population) and Hispanic residents’ (2.9 percent of mortgages and four percent of the
population) morigage applications were fairly proportional to their representation in the total
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population’. However, it is impartant 1o nole that a significant portion of applications did not
provide this information or were considered not applicable (21.4 percent),

Figure 10: Mortgages by Race and Ethnicity, 2022
Mortgages by Race & Ethnicity, 2022
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*1L5, Census Bureau, ACS 5-Year Estimates, 202
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Loan Qutcomes

In 2022, & majority (55.4 percent) of loan applications resulted in the arigination of a loan. Other
outcomes were far less common, including 16.5 percent of loan applications that were denied
and 12.6 percent of applications that were withdrawn by the applicant. A very small number of
preapproval reguests were either denied or approved but not accepted.

Figure 31: Loan Oufcomes, 2022
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High-Cost Lending Practices

The widespread housing finance market crisis of 2007-200% brought a new level of public
attention to lending praclices that victimize vulnerable populations, Subprime lending, designed
for borrowers who are considerad a credit risk, increased the availability of credit to low-income
persons. At the same time, it often exploited borrowers, piling on excessive fees, penalties, and
interest rates that make financial stability difficult to achiewe. Higher monthly mortgage
payments make housing less affordable, increasing the risk of morgage delinquency and
foreclosure and the likelihood that properties will fall into disrepair,

Some subprime borrowers have credit scores, income levels, and down payments high enough
to qualify for conventional prime loans, but are nonetheless steered toward more expensive
subprime mortgages. This is especially true of minority groups, which tend to fall
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disproportionataly inta the category of subprime borrowears, The practica of targating minorities
for subprime lending qualifies as morigage discrimination.

Since 2005, Housing Morigage Disclosure Act data has included price information for loans
priced above reporting thresholds set by the Federal Reserve Board. This data is provided by
lenders via Loan Application Registers and can be aggregated to complete an analysis of loans
by lender or for a specified geographic area. HMDA does not require lenders 1o repaort cradit
scores for applicants, so the data does not indicate which loans are subprime. It does, however,
provide price information for loans considerad “high-cost.”

A loan is considered high-cost if it meets one of the following criteria:

+ The annual percentage rate (APR) exceeds the average prime offer rate (APOR) by
more than 6.5 percentage points for a first-lien transaction.

« The APR exceeds the APOR by more than 8.5 percentage points for a first-lien
transaction if the dwelling is personal property and the loan amount is less than $50,000.

+ The APR exceeds the APOR by more than 8.5 percentage points for a subordinate-lien
Iransaction.

Mot all lnans carrying high APRS are subprime, and not all subprime loans carry high APRs,
However, high-cost lending is a strong pradictor of subprime lending, and can heavily burden
the borrower and increase the risk of morigage delinguency. Howewer, fewer than 200 high-cost
loans originated in Kentucky in 2022, amounting to less than 0.1 percent.
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Fair Housing Profile

Kentuckians can receive fair housing services from a variety of organizations, including but not
limited to HUD, the Kentucky Commission on Human Rights, and the Kentucky Fair Housing
Councl, Inc. This section summarizes fair housing organizations and reviews fair housing
complaints or compliance reviews where a charge or & finding of discrimination has been made.
Additionally, this section will review the existence of any fair housing discrimination suits filed by
the U.S. Department of Justice or private plaintiffis and identify other fair housing concemns or
problems.

HOUSING DISCRIMINATION COMPLAINTS

A lack of complaints does not necessarily indicate & lack of housing discrimination, Some
residents may not file complaints because they are not aware of their rights or how or with
whaom to file a complaint. In addition, in a tight rental market, tenants may want to avoid
confrontations with prospective landlords. Diseriminatory practices can be subtle and may not
be detected by someone who does not have the benefit of comparing his treatment with that of
another home seeker.

Other imes, persons may be aware that they are being disciminated against, but they may not
be aware that the discrimination is against the law and that there are legal remedies to address
the discrimination. Finally, households may be more interested in achieving their first housing
choice and may prefer to avoid going through the process of filing a complaint and fallowing
through with it. Therefore, education, information, and referral regarding fair housing issues
remain critical to equip persons with the ability to reduce impediments.

U.S. DEPARTMENT OF HOUSING & URBAN DEVELOPMENT

HUD's Office of Fair Housing and Equal Opportunity (FHEO) receives complaints from parsons
regarding alleged violations of the faderal Fair Housing Act. Fair housing complaints originating
in Kentucky were obtained and analyzed for the peroed of January 2019 through October 2024,
In total, Kentuckians filed 671 complaints with HUD during this perod. The volume of cases was
roughly consistent across years with a minimum of 78 cases filed in 2022 and a maximum of
138 cases filed in 2023. Eighty-three cases remain unresolved from this time period.

Disability was the most comman basis for alleging discrimination, accounting for more than half
of all complaints filed during this period. Race was the second most frequent basis for alleging
discrimination. This mirrors national trends according to the 2024 Fair Housing Trends Report
published by the National Fair Housing Alliance. Of the 671 complaints filed by Kentuckians,
156 (23.2 percent) were filed on two or more bases, as a result, the figure below reflects a total
greater than the number of complaints filed.
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Table 22: HUD Housing Discrimination Complaints by Basis and Year, 2019-2024

Mational Familial
Origin Color | Disability | Status Sex Religion Retallation
2019 8 25 1] 73 18 15 0 11
2020 5 27 2 l 70 21 13 1] 3
2021 5 26 2 50 10 12 0 10
2022 4 25 0 39 2 13 0 2
2023 11 3a 1 &1 g 16 1 4
2024 5 26 1 G5 T 14 1 12
Total 38 167 -] 378 &7 83 2 42
Percent | 5.7% 24.9% | 0.9% | 56.3% 10.0% 12.4% | 0.3% 6.3%

Source: HUD FHEOQ

Across all complaints filed with HUD, discriminatory terms, conditions, or services and facilities
was the most cited category of issues, factoring into more than 75 percent of all cases. Failure
to make reasonable accommodations accountad for nearly one third of all cases. The majority
of cases involved maora than one issue. Therafore, the below tolals will be equal to more than
100 percent.

Table 23: Housing Discrimination Complaints by Issues, 20719-2024

| Citations % of Complaints

Terms, conditions, privileges, or services and facilities 507 75.68%
Failure i:: parmit | make reasonabla 399 3319
madification/accommodation

Discriminatory acts under Section 818 (coercion, etc.) 112 16.7%
Otherwise deny or make housing unavailable Bid 8.5%
Refusal to rent and negotiate for rental 50 7.5%
Advertising, statements, and notices 28 4.2%
Other 14 2.1%
Financing and/or lending B 1.2%
Discriminatory acts under Section 901 (criminal) 7 1.0%
Steering 7 1.0%
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Issue | Citations % of Complaints

Failure to provide accessible and usable public and 3 0.4%
COMIMON USEer areas )

Refusal to sell and negotiate for sale 2 0.3%
Using ordinances to discriminate in zoning and land use 1 0.1%

Sauwrce: HUD FHEQ

Of the complaints reviewed, 347 (52 percent) were found to be without probable cause. Just
aover 20 percent of cases resulled in a negotiated seftlernent, Eleven cases (1.6 percent) were
withdrawn without resolution,

Table 24: Resolution of Housing Discrimination Complaints filed with HUD, 2019-
2024

Resolution Citations % of Complaints
No cauze datarmination 347 51.7%
Conciliation/settliement successful 138 20.8%
Pending resolution 83 12.4%
Complaint withdrawn by complainant after resalution 33 4.89%
Complainant failed to cooperate 21 3.1%
Dizmiszed for lack of jurisdiction 12 1.8%
Unable to locate complainant 12 1.8%
Complaint withdrawn by complainant without resolution 11 1.6%
FHAP judicial consent order 6 0.6%
Unable to locate respondent 3 0.4%
Conciliation unsuccessiul — no hearing requasted 2 0.3%
FHAP judicial dismissal 2 0.3%
Unable to identify respondent 1 0.1%

Source: HUD FHEOQ
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KENTUCKY COMMISSION ON HUMAN RIGHTS

The Kentucky Commission on Human Rights (KCHR) is responsible for the enforcement of
federal fair housing laws, undertaking the mediation/conciliation and litigation of housing
dizcrimination complaints, and enforcing the Kentucky Civil Rights Act. The Kentucky Civil
Rights Act makes it unlawful to discriminate against people in the areas of employment,
financial transactions, housing, and public accommodations, Housing discrimination is
prohibited on the basis of race, color, religion, national origin, gender, disability, and familial
status. It is also a violation of the law to retaliate against a person for complaining of
digcrimination to the Commission.

KCHR i2 a "substantially equivalent agency” undar HUD's Fair Housing Assistance Program
(FHAP). This means that KCHR has been certified as substantially equivalent after HUD
determined that the Commission administers a law (i.e., the Kentucky Civil Rights Act) which
provides rights, procedures, remedies, and judicial review provisions that are substantially
equivalent to the Fair Housing Act. For this reason, HUD refers complaints of housing
digcrimination that it receives from Kentucky residents to the KCHR for investigation. Housing
discrimination complaint data from the KCHR is accounted for in the complaints filed with HUD
FHED.

KENTUCKY FAIR HOUSING COUNCIL

The Kentucky Fair Housing Council (KFHC) (formerly Lexington Fair Housing Council) is a full-
service, nonprofit civil rights agency committed to eradicating discrimination in housing. The Fair
Housing Council enforcas the federal Fair Housing Act, the Kentucky Fair Housing Act, and
loeal fair housing ordinances, whare applicable, The KFHC is the anly private nonprofit fair
housing agency in Kentucky and investigates complaints throughout the state. The Council is
certified as a Fair Housing Initiatives Program (FHIF) through HUD to assist people who believe
they have been victims of housing discrimination. KFHC refers discrimination complaints to the
.5, Department of Justice, HUD FHEO. KFHC participates in the Private Enforcement Initiative
(PEI) program, which means it implements initiatives that promaote fair housing laws and equal
housing opportunily swareness,

KFHC believes some evictions may be the result of discriminatory behavior caused by
landlords, with minorities potentially being impacted more than non-minorities. Some evictions
may also be cavsed by discrimination against parsons with disabilities, espacially paople with
mental ilinass. They also believe that discrimination related fo source of income is occurring with
the rising number of landlords who will not accept Section 8 vouchers, Local ordinances ban
source-gf-income discrimination, but state law determines that a8 municipality cannot force
landiords to accept vouchers.

The KFHC also expressed concern that the HUD Fair Market Rents do not keep up with local
rents, resulting in the available housing for low-incoma renters being in worse condition, and not
typically where a middle-class family would want 1o live in proximity to high-perorming schools
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or well-paying jobs. In certain rural areas, one landlerd may own all or most of the Section 8
properties, , crealing significant additional disincentive for renters or applicants to report
substandard housing or discrimination. In the KFHC s opinion, all of these factors result in a
concentration of affordable howsing in low-opportunity areas.
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Summary of Impediments to Fair Housing Choice

This section describes the impediments to fair housing choice revealad by the data analysis, public engagementowtreach nitiatives,
ard palicy review discussed throughout the AL The impadiments ane the resull of prrmary and secondary resaanch Lo defing the
underlying conditians, trends, and context for fair hausing planning in Kentucky. The impedments ana listed separately for the
Commaorwealth of Kenbucky and local municipalties, including counties, which &5 subrecipients of OLG funds also have an obligation
b affirmatively further fair housing. While KHC and DLG recognize the need to alleviate all the impediments listed below, they also
recognize thal addressing carain impediments is bayond [he rasch of thair programmatic abilies and contrel.

Impediment ag.Cri tributing Factors
Lack of resources for Slakeholders and community mambers identified the following neads in conaultation sessons and
Tair housing education, BUMVEY FEEQONSES!
ouireach and a. Fair housing education for kecally elacted officials and sppointed boards and commissions
enforcement with autharity to make housing and housing-related land use and dewslopment decisions
b. Fair housing adecation for landiords and tanants to undaerstand ther respactva rights and
responsibilities

c. Fair housing aducstion for real estete profassionals, lnders, architects, and building
permatting officials fo understand their respecties professional obligations under fair howsing
liwevs.

d. Fair housing adwecation for stakeholders and residents statewide to understand thair rights and
the need for affordable bousing in their communities.

|, (Greatar fair housing enforcemant across Kenlucky to (a) protect tha rights of members of tha
profecied classes o access and retain housing, {b) bring vickators nbe compliance, and ()
seek damages Tor persons whe ane unlasiully denied bauging under fair housing laws.

Kentucky &1 | 85



Impediment

Descripticn/Contributing Factors

Lack of resources to Slakeholders and community members identified the following needs in congullation sessons and
suppart low- and BUIVEY MEEQONEES:
moderate-income

8. 247 affordable chidcare,
hoarssholds b. Mental heallh services.

¢ Improved acoess o iransportation in both urbanized aneas and reral courties

4. Sufficient housing construction across the Commonwaalth—ncluding rental and

hamaownership, urban and rural, and across all househald income bands

Lack of expanded Seniors, LEGT persons, and people utiizing housing wouchers aften face addilional challenges
protected classes oblaining housing. A lack of far housing pralection exacerbates these challenpes.
Lack of affardable Stakeholders and community mambers cite apposition 1o affardable housing, including emeargency
houwsing in a variety of shalters, parmanant supportive housing, and genarally affordalble housing as barriers to
lzcations. developmend,
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Fair Housing Action Plan
The Fair Housing Aclion Plan inchedes recommended actions for KHC and DLG. Many of these recomemended actions hawe bean
actively addresged over the past five years since the last Al (see Tables 1a and 18 Pragress Since Last Al The reason fof this
categonzation is that KHC and DLG, within their own agencies” missions, have many worthwhile programs and intiatives that
affernatresly further fair housing, and these must b continued. We recognize that many of these actions will be ongaing efforts, and
thal KHC and DLG are currently dong many of these sction ilems. Fair housing is @ complex issue, and il wil require ongoing

collabaration begond the nect five years o scheeve comprahensive Tair housing goals.

Impediment

Action Steps

Falr Housling
Education and

Contirws to financially and administrativery
suppart blingual housing counsaling and
education effors,

KHEC remens committad to financially and
sdministratively supparting blingual howsing
counseing and education effors

KHC will conlinwe 1o support he eliors of ils
mongage productan administrators o
coordingte marketing, owreach, education,
and engagement aclivities and review KHG's
intesrmal pobicies and praclices (o ensune
mulicutiural populations are effectively
sarved.

Continua 1o collaborate with the Kanfucky
Commissan on Human Rights and Kentucky
Fair Housing Council, Inc., to expand
education and outreach effiora and to identify
gaps in nead of additional afforis.

WHC will continue 1o provida monetary and
administrative suppart fo these fair howsing
organizations far their lraining anrd olber
aclivities.,

Conlinwa outrasch and aducation effarls on
thia howsing supply gap, inchsding
diggamination af infarrmabion faund in the
Housing Supply Gap Anglysis, 1o relevant
stakeholders and legeslatorns.

KHC will continue to actively prossde oulreach
and aducation effors o highlight the howsing
gaps in Kenbucky o the legislature and
atakeholdars.
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Impediment

Strategy

Corlirwee 1o abacate LIHTC funding 1o
projacts that prioritize highar opportunity
argas and avoid concentrations of affordable
housing.

KHC will conlinue Lo actively pricrilize higher
opporiundty areas In KHC's QAR and
Multifamily Guidelines to discourage high
conceEntrations of affordable bousng,

Confirmes: 10 creste apparuniies for first-lime
homebuyers through the Down Payment
Closing Cost Assistance Program and the
Homabuyar Loan Program for incoma-
eligibhe, frsllime homebuyers (nol usng
HOME Turids).

KHC will continwe 1o actively promaote the
DAF and Hormebuyer Loan programs bo
B56ls! first-time homabuyers o purchese an
affordable home

Conlirnes the AHTF Home Rehab Pragram
and the Weatharization Asalstance Program
ta preserve the existng affordable housing
imengory and kower homeowner costs,

KEHE will conlinwe 1o promete the AHTF
Home Rehab Program and the
Weatherizalion Assistance Program o
prasena affordable housing

Canfires: fo sdeocate for afferdable howsing
resourcas ameng local, state, and
Congressional dalagations.

KHC remsms commilted b ils legisltive
outreach and educalion efforts at the fedaral
end state levels and anticipatas continuing
this owar tha naxt five years.

Continua the Tenant-Based and Project-
Based Rental Assistance Programs to ensure
alfordable reral assistance for probecied
clagsas BoROES the state, mouding assElance
ta ndividwals with disabilitas and thosa
rcoviErng from substance abuse, Rall aut
expanded numser of vouchers thraugh HUD
Section B11 award.

KHC will continue to promote the Tanant-
based and Project-Based Rental Assistance
Pragrarmes Lo ensure alfardable rental
Baaistanca for protected classes across the
Commonwaalth. The HOME TBRA Program
will comlinue o provide termporary assistancs
1o individual households o halp them afford
the housing costs of market-rate units, while
the PHA vouchar program will conginue bo
prewide rentsl assistance to eligiks
haugabolds.
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Impediment

Strategy

Action Steps

Corilinwe 1o seek CoC Tunding Tor RRH
assisiance BNd panmanan supportve housing
developments that provide affordable housing
oplicng and relaled services for protected
clagaas

HHC will conlinue o seek CoC funding bor
RRH &ssistance and permanent supgartivea
housing developments,

Evaluate 1ooks and methods 1o conmect
people to housing, such as hausing sarvice
Incator tools.

KHC will continue to suppeet Padmission,
LLE to provige a platiorm 1o connact people
to howsing via a housing sarvice locator toal,
In adddicn, KHC will work 10 ensune fhe
participation of all LIMTC properties in the
Fadmission systam.

Continws the allocation of funding 1o projacts

that inchude accessbility design features such

as aging-in-place, universal design, ADA, and

UFAS cansbruction slandards, including:

= Expand the cerification of compliance with
daslign.

« Raquira that genaral contractons immobed
in ther design and construction of new
ultifarnly residenlial properies sign the
certification farm, in addition 1o
awnarsidevalopars and architacts.

= Continue allocation of funding 1o propects
thal include accessibility design features
swch &5 aging-in-plece, universal design,
A0, and UFAS construction standards.

HHC will continue 1o reguire that all projecis
comphte a Cedificate of Complance with
Design Standards and ensure tha the design
complas with all applicable Tederal, slale,

and local accessiblity requirements. In
addition, KHC will require funding applicants
lo continue (o identify which impediments in
Ihe Al their projects wil work o eliminate, and
o they plan to do so.
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Impediment

Strategy

Action Steps

Annually update he LAP bo reflect a review ol
any demographic changes sistewide and in
each county, and the resuls of monitoring for
the affecliveness aof the pan's
implermeantatian.

HHC will annually update the LAP o reflect a
rewviaw of any demographic changes
stabewsde and for each county, Translating
applications, informalional materials, and
impartant motices inlo mulipke Anguages
Increasas the number of non-English
speaking residents able io benefit from
pragrarms and services, Inaddition, KHC will
conlinue to work with interpreters to provide
sarvices io LEF populations as needed.

Evaluate colacting prefamad language data at
thia time of single-family lcan arigination o
prowide improved loan servicing to LEP
populalions.

HHEG will continue 1o evaluate collecting
prafarred language data &t tha time of single-
Family loan arigination fo provide improsed
lean sericing b LEP populations.
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Appendix

PUBLIC ENGAGEMENT SUMMARY AND MATERIALS

As the lead agencies in the preparation of the Al, KHC and DLG were committed to an
extensive outreach process to solicit input from residents and stakeholders, Quitreach initiatives
included remote stakeholder meetings and an onling survey. The process included a broad
range of government and nonprofit agencies that provide affordable housing, mental health, and
other social services throughout the Commonwealth.

Extensive outreach was conducted as part of the development of the Consolidated Plan and
Annual Action Plan in addition to the Al. Stakeholder meetings were conducted with a wide
range of stakeholders representing direct fair housing groups in addition to organizations that
discussed fair housing issues during the consultation. Virual stakeholder meetings were held on
the following dates with the Kentucky Fair Housing Council, the Kentucky Commission on
Human Rights, and tha Kentucky Disability Rights Advocates:

«  Kentucky Fair Housging Council: September 24, 2024
«  Kaentucky Commission on Human Rights: October 8, 2024
« Kentucky Disability Rights Advocates: October 18, 2024

KHC hald 18 consultation sessions from September 13, 2024 to November 18, 2024, Listed
below are the session lopics of each consultation session, which were well attended by
community partners and agencies:

»  Kenlucky BoS CoC Homeless Services

+  Public and Human Services

«  Youlh Services

»  Spacial Needs Populations

«  PHA and Affordable Housing

+ Economic Development

« Fair Housing

+ Hazard Mitigation

+ Broadband Access

The participants consulted included the Kentucky's Affordable Houging Coalition; the Kentucky
League of Cities; a local civil ights commission; Kentucky's Housing Paolicy Advisory
Committee; Kentucky Fair Housing Council; Kentucky Interagency Council on Homelassness,
past recipients of COBG, HOME, HOPWA, ESG, and HTF funds; Kentucky Commission on
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Human Rights; Fahe and its member groups and organizations; staff from Kentucky's
departments of Aging and Indepandent Living and Economic Development,

The following attachments are documents and PowerPoint presentations created to develop the
Al incleding a summary of the meeting notes with stakeholders and the survey.

Documents will ba attached hera after the public hearing and public comment period.
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Application for Federal Assistance SF-324
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Application for Federal Assistance SF-424
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STATE CERTIFICATIONS

In accordance with the applicable statutes and the regulations governing the consolidated plan
regulations, the State certifies that:

Affirmatively Further Fair Housing - The State will affirmatively further fair housing,

Uniform Relocation Act and Anti-displacement and Relocation Plan - It will comply with the
acquisition and relocation requirements of the Uniform Relocation Assistance and Real Property
Acquisition Policies Act of 1970, as amended, (42 U.5.C. 4501-4655) and implementing regulations at 49
CFR Part 24. It hag in effect and is following a residential anti-displacement and relocation assistance plan
reguired under 24 CFR Part 42 in connection with any activity assisted with funding under the
Community Development Block Grant or HOME programs.

Anti-Lobbying --To the best of the State's knowledge and belief:

1. Mo Federal appropriated funds have bean paid or will be paid, by or on behalf of it, to any
person for influsncing or attempting to influence an officer or employee of any agency, a
tember of Congress, an officer or employee of Congress, or an employee of a Member of
Congress in connection with the awarding of any Federal contract, the making of anmy Federal
grant, the making of any Federal loan, the entering into of any cooperative agreement, and the
extension, continuation, renewal, amendment, or modification of any Federal contract, grant,
loan, or cooperative agreement;

2, If any funds other than Federal appropriated funds have been paid or will be paid 1o any person
for influencing or attempting to influence an officer or employee of any agency, a Member of
Congress, an officer or employes of Congress, or an employee of a Member of Congress in
connection with this Federal contract, grant, loan, or cooperative agreement, it will complete and
submit Standard Form-LLL, “Disclosure Form to Report Lobbying,” in accordance with its
instructions; and

3. It will require that the language of paragraphs 1 and 2 of this certification be included in the
award documents for all subswards at all tiers (including subcontracts, subgrants, and
contracts under grants, loans, and cooperative agreements) and that all subrecipients shall
certify and disclose accordingly.

Authority of State -- The submission of the consolidated plan is authorized undear State law and the
State possesses the legal authority to carry out the programs under the consolidated plan for which it
is seeking funding, in accordance with applicable HUD regulations,

Consistency with plan -- The housing activities to be undertaken with Community Development Block
Grant, HOME, Emergency Solutions Grant, and Housing Opportunitiss for Persons With AIDS funds are
consistent with the strategic plan in the State’s consolidated plan.

Section 3 — It will comply with s2ction 3 of the Housing and Urban Development Act of 1968 (12 U.5.C,
1701u) and implementing regulations at 24 CFR Part T5.

“ -
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Specific Community Development Block Grant Certifications
The State certifies that:

Citizen Participation - It is following a detailed citizen participation plan that satisfies the requirements
of 24 CFR £081.115 and each unit of general local government that receives assistance from the State is
following a detailed citizen participation plan that satisfies the requirements of 24 CFR §570.486.

Consultation with Local Governmeants --

1. It has consulted with affected wnits of local government in the nonentitlement area of the State
in determining the method of digtribution of funding,

2. It emgages in or will engage in planning for community development activities;

3. It provides or will provide technical assistance to units of local government in connection
with community development programs; and

4. It will not refuse to distribute funds to any unit of general local government on the basis of the
particular eligible activity selected by the unit of general local government to meet its community
development needs, except that a Stale is not prevented from establishing priorities in
distributing funding on the basis of the activities selected.

Local Needs Identification — It will require each unit of general local government to be funded to
identify its community development and housing needs, including the needs of low-income and
maderate-income families, and the activities to be underaken (o mest these needs,

Community Development Plan - 1t consolidated plan identifies community development and housing
needs and specifies both short-term and long-term community development objectives that that have been
developed in accordance with the primary objective of the CDBG program (i.e., the development of viahle
urban communities, by providing decent housing and expanding economic opportunities, primarily for
persons of low and moderate income) and requirements of 24 CFR Parts 91 and 570.

Use of Funds — 11 has complied with the following criteria;

1. Maximum Feasible Priority. With respect to activities expected to be assisted with

CDBG funds, it has developed its Action Plan 5o as to give maximum Teasible priority to
activities which benefit low and moderate income families or aid in the prevention or elimination
of slums or Blight, The Action Plan may also include activities which the grantee certifiss are
designed to meet other community development needs having particular urgency because existing
conditions pose a serious and immediate threat to the health or welfare of the community, and
ather financial resources are not available,

2. Owerall Benefit. In the aggregate, not less than 70 percent of the COBG funds, including
Section 108 guaranteed loans, received by the State during the Tollawing fiscal year(s) 2023,
2024, 2025 [a period designated by the State of one, two, or
three specific consecutive fiscal year(s)] will be used for activities that benefit persons of low and
moderate income,




ER It will not attempt to recover any capital costs of public lmpraments
assisted with COBG Furu:ls including Section 108 loan guaranteed funds, by assessing any
amount against properties owned and ocoupied by persons of low and moderate income,
including ary fee charged or assessment made as a condition of obtaining access to such public
improvements.

However, if COBG funds are used to pay the proportion of a fee or assessment that relates to
the capital costs of public improvements (assisted in part with CDBG funds) financed from

other revenue sources, an assessment or charge may be made against the praperty with respect
to the public improvements financed by a source other than COBG funds.

In addition, in the case of properties owned and occupied by moderate-income (not low-income)
families, an assessment or charge may be made against the property for public improvements
financed by a source other than COBG funds if the jurisdiction certifies that it lacks CDBG funds
to cover ihe assessment,

Excessive Force — It will require units of general local government that receive COBG funds to
certify that they have adopted and are enforcing:

1. A policy prohibiting the use of excessive force by law enforcement agencies within its
jurisdiction against amy individuals engaged in non-vialent civil rights demanstrations; and

2. A palicy of enforcing applicable State and local laws against physically barring entrance to or
exit from a facility or location which is the subject of such non-violent civil rights
demonstrations within its jurisdiction.

Compliance with Anti-discrimination laws -- The grant will be conducted and administered in
conformity with title W1 of the Civil Rights Act of 1964 (42 U.5.C. 2000d) and the Fair Housing Act
(42 LL5.C. 3601-3619) and implementing regulations.

Compliance with Laws -- It will comply with applicable |aws.
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Specific HOME Certifications
Thi State certifies that:

Tenant Based Rental Assistance - If it plans to use HOME funds for tenant-based rental assistance,
tenant-based rental assistance is an essential element of the State’s consolidated plan,

Eligible Activities and Costs -- It is using &nd will use HOME funds for eligible activities and costs, as
described in 24 CFR §92.205 through §82,209 and that it is not using and will not use HOME funds for
prohibited activities, as described in §92.214.

Subsidy Layering -- Before committing any funds to a project, the State or its recipients will evaluate
the project in accordance with the guidelines that it adopts for this purpose and will not invest any maore
HOME funds in combination with other Federal assistance than is necessary 1o provide affordable
hoLsing.
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Emergency Solutions Grant Certifications

Each State that seeks funding under the Emergency Solutions Grants Program must provids
the following certifications:

Matching Funds — The State will abtain any matching amaounts required under 24 CFR 576,201 in a
manner 5o that its subrecipients that are least capable of providing matching amounts receive the benefit
of the exception under 24 CFR 576.201{g){2).

Discharge Policy — The State will establish and implement, to the maximum extent practicable and
where approgriate, policies and protocols for the discharge of persons from publicly funded institutions
or systems of care (such as health care Tacilities, mental health facilities, foster care or other youth
facilities, or correction programs and institutions) in order to prevent this discharge from immediataly
resulting in homelessness for these persons.

Confidentiality - The State will develop and implement procedures to ensure the confidentiality of
records pertaining o any individual provided family violence prevention or treatment services under any
project assisted under the ESG program, including protection against the release of the address or
location of any family violence shelter project, except with the written authorization of the person
responsible for the operation of that shelter

The State will ensure that its subrecipients comply with the following criteria:

Major rehabilitation/conversionfrenovation — [ an emerszency shelter’s rehabilitation cosis
exceed 75 percent of the value of the building before rehabilitation, the building will be
maintained as a shelter for homeless individuals and families for a minimum of 10 years after the
date the building is first occupied by a homeless individual or family after the completed
rehabilitation. 17 the cost to comvert a building into an emergency shelter exceeds 75 percent of
the value of the building after comvarsian, the building will be maintained as a shelter for
homeless individuals and families for a minimum of 10 years after the date the building is first
occupied by & homeless individual or family after the completed conversion. In all other cases
where ESG funds are used for renovation, the building will be maintained as a shelter for
homeless individuals and families for a minimum of 3 years after the date the building is first
occupied by a homeless individuzal or family after the completed renovation.

Essential Services and Operating Costs — If ESG funds are used for shelter operations or
essential services related to street outreach or emergency shelter, the subrecipient will provids
services or shelter to homeless individuals and families for the period during which the ESG
assistance is provided, without regard to a particular site or structure, so long the applicant serves
the same type of persons (e.g., families with children, unaccompanied youth, veterans, disabled
individuals, or victims of domestic violence) or persons in the same geographic area.

Renovation — Any renovation carried out with ESG assistance shall be sufficient to
ensure that the building involved is safe and sanitary.

Supportive Services — The subrecipient will assist homeless individuals in abtaining permanent
housing, appropriate supportive services {including medical and mental health treatment,
counseling, supervision, and other services essential for achieving independent living), and other
Federal State, local, and private assistance available for such individuals.



Homeless Persons Invalvemeant — To the maximum extent practicable, the subreci piemt will
imvolve, through employment, volunteer services, or otherwise, homeless individuals and
families in constructing, renovating, maintaining, and operating Tacilities assisted under ESG, in
providing services assisted under the ESG program, and in providing services for occupants of
facilities assisted ESG.

Consolidated Plan — All activities the subrecipient undertakes with assistance under ESG are
consistent with the State’s current HUD-approved consolidated plan.
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Housing Opportunities for Persons With AIDS Certifications
The State HOPWA grantes certifies that:

Activities -- Activities funded under the program will meet urgent needs that are not being met by
available public and private sources.

Building -- Any building or structure assisted under the program shall be operated for the purpose
specified in the consolidated plam;

1. For & period of not less than 10 years, in the case of amy building or structure
purchazed, leazed, rehabilitated, removated, or converted with HOPWA, aszistance,

2. For a period of not less than 2 years, in the case of assistance involving non-
substantial rehabilitation or repair of a building or structure,

Ver
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APPENDIX TO CERTIFICATIONS

INSTRUCTIONS CONCERNING LOBBYING CERTIFICATION:

Lobbying Certification

This certification is a material representation of fact upon which reliance was placed when
this transaction was made or entered into. Submission of this certification is a prerequisite
for making or entering into this transaction imposed by section 1352, title 31, U.5. Code,
Ay person who fails to file the required certification shall be subject to a civil penalty of
not less than $10,000 and not more than $100,000 for eech such failure.
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Specific Community Development Block Grant Certifications
The State certifies that:

Citizen Participation - It is following a detailed citizen participation plan that satisfies the requirements
of 24 CFR £081.115 and each unit of general local government that receives assistance from the State is
following a detailed citizen participation plan that satisfies the requirements of 24 CFR §570.486.

Consultation with Local Governmeants --

1. It has consulted with affected wnits of local government in the nonentitlement area of the State
in determining the method of digtribution of funding,

2. It emgages in or will engage in planning for community development activities;

3. It provides or will provide technical assistance to units of local government in connection
with community development programs; and

4. It will not refuse to distribute funds to any unit of general local government on the basis of the
particular eligible activity selected by the unit of general local government to meet its community
development needs, except that a Stale is not prevented from establishing priorities in
distributing funding on the basis of the activities selected.

Local Needs Identification — It will require each unit of general local government to be funded to
identify its community development and housing needs, including the needs of low-income and
moderate-income families, and the activities to be underaken (o mest these needs,

Community Development Plan - 1t consolidated plan identifies community development and housing
needs and specifies both short-term and long-term community development objectives that that have been
developed in accordance with the primary objective of the CDBG program (i.e., the development of viahle
urban communities, by providing decent housing and expanding economic opportunities, primarily for
persons of low and moderate income) and requirements of 24 CFR Parts 91 and 570.

Use of Funds — 11 has complied with the following criteria;

1. Maximum Feasible Priority. With respect to activities expected to be assisted with

CDBG funds, it has developed iis Action Plan 5o as to give maximum feasible priority to
activities which benefit low and moderate income families or aid in the prevention or elimination
of slums or blight. The Action Plan may also includs activitiss which the grantee certifies are
designed to meet other community development needs having particular urgency because
existing conditions pose a serious and immediate threat to the hezalth or welfare of the
community, and other financial resources are not available.

2. Owerall Benefit. In the aggregate, not less than 70 percent of the COBG funds, including
Section 108 guarantesd loans, received by the State during the following fiscal vean(s)

[a period designated by the State of one, two, or three
specific consecutive fiscal year(s)] will be used for activities that bemefit persons of low
and moderale income.




ER i It will not attempt to recover any capital costs of public lmpraments
assisted with COBG Furu:ls including Section 108 loan guaranteed funds, by assessing any
amount against properties owned and ocoupied by persons of low and moderate income,
including ary fee charged or assessment made as a condition of obtaining access to such public
improvements.

However, if COBG funds are used to pay the proportion of a fee or assessment that relates to
the capital costs of public improvements (assisted in part with CDBG funds) financed from

other revenue sources, an assessment or charge may be made against the praperty with respect
to the public improvements financed by a source other than COBG funds.

In addition, in the case of properties owned and occupied by moderate-income (not low-income)
families, an assessment or charge may be made against the property for public improvements
financed by a source other than COBG funds if the jurisdiction certifies that it lacks CDBG funds
to cover ihe assessment,

Excessive Force — It will require units of general local government that receive COBG funds to
certify that they have adopted and are enforcing:

1. A policy prohibiting the use of excessive force by law enforcement agencies within its
jurisdiction against amy individuals engaged in non-vialent civil rights demanstrations; and

2. A palicy of enforcing applicable State and local laws against physically barring entrance to or
exit from a facility or location which is the subject of such non-violent civil rights
demonstrations within its jurisdiction.

Compliance with Anti-discrimination laws -- The grant will be conducted and administered in
conformity with title W1 of the Civil Rights Act of 1964 (42 U.5.C. 2000d) and the Fair Housing Act
(42 LL5.C. 3601-3619) and implementing regulations.

Compliance with Laws -- It will comply with applicable |aws.
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Appendix - Alternate/Local Data Sources

1 Data Source Name
Survey Data
List the name of the organization or individual who originated the data set.
KHC and DLG
Provide a brief summary of the data set.
Online surveys were provided for completion by citizens, local governments, agencies, and other
interested parties.
What was the purpose for developing this data set?
To provide needs information and comments.
How comprehensive is the coverage of this administrative data? Is data collection concentrated in one
geographic area or among a certain population?
Statewide
What time period (provide the year, and optionally month, or month and day) is covered by this data set?
Consolidated Plan drafting phase
What is the status of the data set (complete, in progress, or planned)?
Complete
2

Data Source Name

Balance of State CoC Facilities Data

List the name of the organization or individual who originated the data set.

Kentucky Housing Corporation

Provide a brief summary of the data set.

Housing inventory data from the Balance of State CoC.

What was the purpose for developing this data set?

Also used for the CoC application

Provide the year (and optionally month, or month and day) for when the data was collected.

2014

Briefly describe the methodology for the data collection.

All available homeless beds

Describe the total population from which the sample was taken.

Shelters, transitional housing, permanent housing




Describe the demographics of the respondents or characteristics of the unit of measure, and the number of
respondents or units surveyed.

All CoC units

Data Source Name

HOPWA CAPER Reports

List the name of the organization or individual who originated the data set.

Kentucky Housing Corporation

Provide a brief summary of the data set.

Data from the 2013 CAPER Reports, HOPWA Formula Funding, NonEntitlement

What was the purpose for developing this data set?

CAPER reports as required annually by HUD

How comprehensive is the coverage of this administrative data? Is data collection concentrated in one
geographic area or among a certain population?

Persons with HIV/AIDS assisted under the nonentitlement formula Kentucky allocation of HOPWA

What time period (provide the year, and optionally month, or month and day) is covered by this data set?

FY2013

What is the status of the data set (complete, in progress, or planned)?

Complete




