2015
HOME ACTION PLAN

The 2015 State of Alabama’s HOME Investment Partnerships Program Action Plan (the
“Plan”) was approved by the Board of Directors of the Alabama Housing Finance Authority
(‘AHFA™) on December 16, 2014, and will be included as part of the State of Alabama’s
Consolidated Plan to be submitted to the U.S. Department of Housing and Urban
Development (“HUD?”) for its approval. Until approved by HUD, the Plan is available for
information purposes only and is subject to change in whole or in part.

As a result, please be advised that all time, money and other resources committed to the
submission of an application to AHFA under the Plan will remain entirely at risk until HUD
provides final approval of the Plan.

Prepared by the Alabama Housing Finance Authority acting solely in its capacity as the Administrator
of the State of Alabama’s HOME Investment Partnership Program.
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I. HOME INVESTMENT PARTNERSHIPS PROGRAM

The Home Investment Partnerships Program (HOME) is a federally funded housing program
established in 1990 as part of the Cranston-Gonzalez National Affordable Housing Act (the “Act”).
Under guidelines from the United States Department of Housing and Urban Development (HUD),
Alabama Housing Finance Authority (AHFA) is the designated administrator and designer of
Alabama’s HOME Program. AHFA has specifically designed the HOME Program to meet the
needs of low- and moderate-income Alabamians consistent with HUD guidelines.

1. DEFINITIONS

Act - the Cranston-Gonzalez National Affordable Housing Act passed in November 1990. This Act
contains the provisions for the HOME Program and is further defined in 24 CFR Part 92.

Alabama Housing Finance Authority (AHFA). AHFA was designated the administrator of Alabama’s
HOME Program by the Governor of the State of Alabama on February 22, 1991.

Community Housing Development Organization (CHDO). In order to qualify as a CHDO, an
organization must be a non-profit organization and meet the requirements specified in 24 CFR Section
92.2. The qualifying CHDO must have staff that is experienced in developing projects of the same
size, scope and level of complexity as the activities for which HOME funds are being reserved or
committed. HUD defines CHDO staff as paid employees responsible for day-to-day operations
(volunteers, board members, and consultants are not considered staff). The organization must
recertify annually to remain an active and qualified CHDO for purposes of applying for HOME
funds.

Competitive Cycles - a period of time established by AHFA during which applications for funding
under Alabama’s HOME Program may be accepted.

Consolidated Plan (Plan) - a consolidated submission of the planning and application aspects of four
HUD Programs, including the HOME Program. Other Plan programs are CDBG, ESG and HOPWA.

Agreement - Alabama’s HOME Investment Partnerships Program Written Agreement. The HOME
Agreement is an agreement executed by AHFA and the entity approved to receive an appropriation of
HOME funds.

HOME Funds - funds made available under Alabama’s HOME Program through allocations and
reallocations, and may consist of any repayments and interest or other return on the investment of these
funds.

Participating Jurisdiction - a state or local unit of government, which has met the requirements of
Section 216 of the National Affordable Housing Act and will receive a separate appropriation of
HOME funds to be used within its jurisdictional boundary. The State of Alabama is considered a
participating jurisdiction. The local participating jurisdictions for this state are: Anniston, Jefferson
County, Birmingham, Mobile, Mobile County, Montgomery, Huntsville and Tuscaloosa.

Project - a site or an entire building or two or more buildings, together with the site or (when
permissible) sites on which the building or buildings are located, that are under common ownership,
management, and financing and are to be assisted with HOME funds, under a commitment by the
owner, as a single undertaking. Project includes all the activities associated with the site and building.
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Recipient - an individual, public agency, for-profit developer(s), CHDO, non-profit developer(s), or
any entity that receives State of Alabama HOME funds.

I11. ALABAMA’S HOME PROGRAM

AHFA has developed and implemented this HOME Action Plan for the State of Alabama in
compliance with the rules set forth in Title Il of the Act, the final rule published by HUD
(collectively hereinafter referred to as the “HOME Regulations™). AHFA is required by the HOME
Regulations to:

Develop selection criteria to be used in determining housing priorities for the State. The
selection criteria includes ranking each project in accordance with its location, fulfillment
of housing needs, project and applicant characteristics and participation of local tax-exempt
organizations;

Develop an evaluation process whereby preference is given to projects, which serve:
(1) the lowest-income tenants, and (2) qualified tenants for the longest period(s); and

Develop compliance monitoring procedures to test for compliance with HOME Regulations
and for notifying the Housing and Urban Development (HUD) of nhoncompliance.

A. Development of Selection Criteria

AHFA has been responsible for preparing a housing needs assessment and strategy for the
State of Alabama since the HOME Investment Partnerships Program was created. In 1992,
AHFA prepared the first Comprehensive Housing Affordability Strategy (CHAS) as a
prerequisite for Alabama to receive federal dollars for housing. Prior to submitting the
CHAS to HUD, AHFA prepared an extensive list of interested relevant parties from which
to gather information and mailed letters of inquiry, questionnaires and surveys to various
state agencies, service providers, housing directors and individuals. Based on the
information gathered, along with data from the relatively new 1990 U. S. Census, AHFA
then compiled a blueprint document for creating affordable housing across the State.

Beginning in 1995, HUD abandoned the CHAS and created the Consolidated Plan in an
effort to blend the four Community Planning and Development (CPD) programs -
Community Development Block Grant (CDBG), Home Investment Partnerships (HOME),
Emergency Shelter Grants (ESG), and Housing Opportunities for Persons with AIDS
(HOPWA) - into a single submission process for the purposes of the Consolidated Plan.
AHFA, as administrator of the HOME program, was deemed responsible for writing the
housing portion of the new document. The Consolidated Plan provided a detailed overview
of how the State planned to utilize its annual Community Planning and Development
funding® to meet economic development objectives, provide affordable housing, and
address other special needs. As a contributor, AHFA offered a detailed analysis of the
current status of housing in Alabama with special attention devoted to the condition of
housing and housing affordability.

The early State Consolidated Plan submissions relied on figures from the 2000 U. S.
Census. Once the 2010 U. S. Census became available, the State relied upon the newer
figures. While Alabama, like all states, has experienced fluctuations in population, income,

! Annual CPD funding for the State varies each year. For Program Year 2014, that figure was $34,901,715.
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and other critical census-tracked data between 1990 and 2000 and between 2000 and 2010,
one realization has not been altered — our State is still poor and thousands of Alabama
families and households need a safe and affordable place to live. A great many unmet
needs still exist and AHFA will use the limited resources available to address as many
unmet needs as feasible across the State.

The Consolidated Plan, in addition to providing an overall assessment of housing needs for
the State, identifies the housing needs associated with special needs groups (minorities,
single-parent families, the elderly, people with disabilities, mental illness, or AIDS/HIV
and homeless persons).

A demographic analysis performed for the first Consolidated Plan (and still true today)
concluded “that a significant number of individuals in all parts of the state are in need of
housing assistance. Those with the greatest needs are, predictably, concentrated at the
lowest levels of the income hierarchy, wherein the housing cost burden is also the most
severe. The largest numbers relative to housing needs are found in the state’s most
populous urban and metropolitan counties, but the greatest concentration of need is
observed in the rural counties located in the southern portion of the state, the Black Belt in
particular.”

Additionally, the Consolidated Plan continues to be updated with historical AHFA data,
including a list of HOME and Housing Credit projects placed in service and/or committed
by AHFA since those programs began. The new Census data did not dramatically alter the
state’s affordable housing priorities. While state HOME funds provide hundreds of
traditional affordable housing units across Alabama each year, the majority of beneficiaries
have been families and, in some cases, the elderly. Meeting those needs is consistent with
the Consolidated Plan findings and the need for additional family units and elderly units
remains strong.

On April 27, 2011, the state of Alabama was hit by tornados, storms, straight line winds
and flooding. Forty-three counties were declared disaster areas eligible for individual
assistance under the authority of the Robert T. Stafford Disaster Relief and Emergency
Assistance Act. Due to overall devastation of the disaster, Alabama received $55 million in
federal disaster relief funding to help achieve long-term recovery, restore housing and
infrastructure, and promote economic revitalization. Of that $55 million, Jefferson County
received $7.8 million, the City of Birmingham received $6.4 million and the City of
Tuscaloosa received $16.6 million with the remainder available to the other 41 counties. In
addition to $55 million of federal disaster funds, HUD also awarded the State $119.7
million in community block grant funds. Of that $119.7 million, Jefferson County received
$9.1 million, the City of Birmingham received $17 million and the City of Tuscaloosa
received $43.9 million with the remainder available for the other 41 disaster counties. Due
to the number of housing units destroyed and made uninhabitable, AHFA also considered
these facts when evaluating the 2011 applications for funding and developing the selection
criteria for the 2012 and 2013 allocation cycles. As a result, AHFA has funded a total of 45
projects (which is 69% of the total number of projects funded in the last four years) for a
total number of 2,822 affordable housing units with a total allocation of $33,209,875 in
Housing Credits and $25,754,130 in HOME funds in the disaster counties.
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B. Establishment of Housing Priorities

This HOME Action Plan seeks to ensure that, where economically feasible, every county in
Alabama regardless of population size and other factors, will have an opportunity to
compete for funding to address their unmet housing needs, with the understanding that
respective county stakeholders be proactive toward a) providing additional funding sources
and incentives as available, b) helping to remove regulatory and discriminatory barriers,
and c) seeking experienced Housing Credit and HOME development partners to assist in
creating housing solutions for their respective communities. AHFA has established certain
housing priorities to be used in the distribution of HOME funds. AHFA seeks to promote
the following housing priorities (not in order of preference) in the 2015 allocation cycle:

e Projects that add to the affordable housing stock;

e Projects, which, without HOME funds, would not likely set aside units for lower
tenants;

e Projects which use additional assistance through federal, state, or local ~ subsidies;
and

e Balanced distribution of HOME funds throughout the state in terms of geographical
regions, counties, and urban/rural areas.

C. Application Criteria

AHFA is required to evaluate each application to determine which projects should receive
Housing Credits. To facilitate the evaluation process, all applicants must complete the
following basic steps:

1)  Submit a complete application to AHFA. All or portions of the application may be
required to be submitted online. After applications are submitted, AHFA will
conduct a completeness review. The application may be deemed complete if the
application package contains, at a minimum, the following:

e All required AHFA-provided forms for current year (see application
checklist and the 2015 Multifamily Funding Application Instructions
as provided at www.AHFA.com prior to the beginning of the
application cycle) are submitted with original signatures, legible, and
all applicable spaces fully completed.

e All required third-party documents for example; organizational
documents, financing commitments and utility letters (see
application checklist and the 2015 Multifamily Funding Application
Instructions for the complete list of required documents as provided
at www.AHFA.com prior to the beginning of the application cycle)
are submitted and are acceptable in form and content to AHFA.

e All required AHFA-provided and third-party forms and
documentation must be submitted in numerical order behind blue
index pages (applicant must provide) in the application package.

The application should not be in a binder or spiral binding.

After the completeness review, each applicant will be contacted via e-mail regarding
any missing and/or incomplete items or documents described in this Section
I(C)(1). Upon notice, applicants must submit all missing and/or incomplete items or
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2)

3)

documents (along with the required fee per missing/incomplete item as specified in
Section 1(D) within five (5) business days of notification by AHFA or the application
will be terminated, and no further consideration will be given. The completeness
check by AHFA will not extend to point scoring items (as referenced in Addendum
A).

Provide evidence that the project is a qualified affordable housing project for
multifamily rental housing that meets the basic occupancy and rent restrictions
required of Section 42 and HOME Regulations.

Multifamily rental housing projects must be on a single site or contiguous sites. Sites
may be considered contiguous if separated only by one neighborhood street.  Under
the HOME Action Plan, mobile home developments, intermediate care facilities,
group homes, and congregate care facilities do not qualify. In addition, any
residential rental unit that is part of a hospital, nursing home, sanitarium, life-care
facility, or intermediate care facility for the mentally and/or physically handicapped
that is not for use by the general public and is not eligible for HOME funds. Projects
must contain no fewer than 12 units and no more than 56 units.

Multifamily rental housing units must be under common ownership, deed, financing
and property management.

Provide evidence that the proposed project meets the 2015 AHFA Market Study
Certification requirements. The proposed rental project must meet AHFA’s market
feasibility and analysis requirements. The market study must be conducted by an
independent third party market analyst that has conducted a market study for a prior
application submitted to AHFA for Housing Credits, HOME funds or Multifamily
Bonds or has received prior written approval from AHFA to submit a market study
for the 2015 application cycle. The list of market analysts that have conducted
studies for prior applications, 2015 Market Study Certification and other instructions
are available at wvw.AHFA.com. The market study must, at a minimum, document
the following criteria:

(i.) The project’s market area must be clearly defined and reasonable;

(ii.) The supply analysis of comparable subsidized or non-subsidized
developments must include, but not be limited to, vacancies, amenities
and rental rates;

(ifi.) The demand analysis must convincingly demonstrate a need for the
proposed type of housing;

(iv.)) The market feasibility of the proposed rent structure must demonstrate
that there is a rent advantage over non-subsidized housing in the defined
market area;

(v.) The analysis of the relationship between supply and demand must
demonstrate a reasonable absorption rate; and

(vi.) The summary of important facts and conclusions as provided in the
market study must include a statement from the market analyst clearly
stating in the analyst’s professional opinion whether the project as
proposed will be successful.
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4)

5.

6.)

D. Fees

The market study must demonstrate an adequate market for the proposed units and
that the proposed project would not adversely impact any existing AHFA projects
or create excessive concentration of multifamily units.

AHFA will review the market study submitted, in-house documentation collected
from onsite compliance audits, market information submitted by the United States
Department of Agriculture Rural Development (RD), audited financial statements,
and owner submitted project budgets in order to determine if there is an adequate
need for the proposed project. AHFA may terminate any application based on any
one of the following market criteria:

(i.) The proposed project’s capture rate is above thirty-five percent
(35%).

(ii.) Active AHFA projects in the defined market area may have an overall
average stabilized vacancy rate of fifteen percent (15%) or above.
Active is defined as any AHFA project that is still in its applicable
compliance period.

(iii.) The proposed market is determined to be a questionable market or
the proposed project will have a clear long-term negative impact on an
existing AHFA-funded development(s) in the same market.

(iv.) If any information submitted in the market study is determined to
be incorrect or misleading.

Demonstrate that the project is financially feasible. The project must meet certain
financial feasibility requirements. See Section IV (E) (1) (iii) of this HOME Action
Plan.

Submit evidence of adequate infrastructure capacity.

Demonstrate the likelihood of sustained 20-year affordability period with the HOME
Regulations. The financial statements required in the application must demonstrate
that the owner and management company have the financial capacity and experience
to maintain compliance with the HOME Regulations throughout the compliance
period.

The following fees, as applicable, must be paid with a business check or certified funds
and made payable to Alabama Housing Finance Authority. Cash or personal checks
will not be accepted:

1)

2)

Application Fee: A $1,000 non-refundable fee along with other applicable fee(s)
must accompany the application forms and third party reports required thirty (30)
days prior to the date of complete application submittal. A $4,000 non-refundable
fee must accompany the remaining application documents required for a complete
application submittal. If either of the application fees are returned due to
insufficient funds, the application will terminate. Regardless of the funding
decision, all application fees are non-refundable.

Missing and/or Incomplete Application Document(s): A $1,500 fee will be
charged for each missing and/or incomplete application item(s) or document(s).
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3)

4)

The applicant will be contacted with a list of missing and/or incomplete item(s) or
document(s) by e-mail. The applicant will have five (5) business days from the
notification by AHFA to provide the required item(s) or document(s) and
applicable fee.

Project Inspection Fee: A minimum deposit of $2,000 must be paid, at least thirty

(30) days prior to application submission, for an on-site inspection(s) for each
2015 application which contains one (1) or more owner(s) with ownership in less
than three (3) placed in service projects funded with Housing Credits or HOME
funds awarded by AHFA. The applicant must also provide, at least thirty (30)
days prior to application submission, a complete AHFA Schedule of Real Estate
Owned for each owner.

Each such applicant owner(s) must consent to an on-site inspection by AHFA (or
by AHFA’s designated consultant) of any of such owner’s existing
projects. AHFA will select, at a minimum, one property for inspection based on
the AHFA Schedule of Real Estate Owned submitted by the applicant. All
applicant owner(s) will be subject to the same AHFA requirements (see attached
Addendum E) during the 2015 application cycle. Any costs exceeding the
minimum $2,000 deposit related to the required inspection(s) shall be paid by
applicant to AHFA within ten (10) days of the invoice date. Any portion of the
deposit that is not needed to complete the project inspection(s) will be returned to
applicant within fifteen (15) business days after AHFA’s allocation process is
complete.

During the application process, AHFA reserves the right to waive the on-site
inspection for any owner listed in an application if AHFA determines, in its sole
discretion, there are sufficient and satisfactory on-site inspections for such owner’s
current projects that were performed within three (3) years prior to the date of
owner’s application in the 2015 application cycle and show that such projects were
in compliance with AHFA requirements (see attached Addendum E).

Extension Request Fee(s): After the funds have been awarded, the applicant must

submit all required documentation within specified timeframes. If applicant is
unable to submit all required documentation as required, then applicant must
submit within three (3) business days prior to the due date: a) a request for a thirty
day (30) extension using the AHFA-provided extension request form (available at
www.AHFA.com) and b) payment for the extension request based on the
following schedule. Any extension request submitted after the deadline will be
charged the required extension fee, plus a penalty of 25% based on the required
extension fee:

Frequency of Required Extension
Requests Fee Plus 25% Penalty Fee

1 $1,500 $375
2 $3,000 $750
3 (or more) $5,000 each $1,250

2015 HOME Action Plan 9

12/16/14




5.)

6.)

7)

8.)

9.)

10.)

11)

12)

Deviation Request Fee(s): A $500 fee will be charged for each AHFA-approved
deviation from the Design Quality Standards after the reservation for funding and
prior to construction. Any request for deviation from the Design Quality
Standards must be approved in writing by AHFA before any work commences or
deviation is made on the construction site. Once the project begins construction, a
$1,000 fee will be charged for each AHFA approved deviation from the Design
Quality Standards through the end of construction of the project.

Change Order(s): a) A $500 fee will be charged for each AHFA-approved change

order request from the original application through the end of the extended use
period. Each change will be charged separately even if multiple change requests
are submitted by applicant in the same request. b) A $3,000 fee per occurrence
will be charged for the applicant’s failure to notify or obtain AHFA approval of
significant or numerous changes. AHFA will determine whether the change(s) is
significant or numerous in its sole discretion and further reserves the right to
terminate an application based on aggregate effect of said changes in comparison
to original application approved by AHFA.

Cost Certification Fee: a) A $500 fee will be charged for processing the initial
Cost Certification package and an additional $500 fee will be charged each time a
Cost Certification package is submitted for reprocessing for any reason.

Compliance Fee: a) A $750 fee will be charged per low-income unit for each
application awarded Housing Credits and HOME funds.

Reprocessing Fee: A $100 fee per form or document will be charged if AHFA is
required to amend any previously prepared AHFA forms, documents or IRS forms
due to owner request or owner error.

Re-Underwriting Fee: A $2,500 fee will be charged if the project has to be re-
underwritten due to a change in the number of buildings, units, design of the
project, sources and uses of funds, etc.

Third-Party Fees: Applicant will be required to pay or reimburse any third-party
costs incurred during the application process as it pertains to the review of the
environmental report(s) submitted by the applicant and resulting from changes in
the application which may result in additional third-party fees being incurred by
AHFA, including without limitation, legal fees, architect and engineers’ fees,
consultant (construction or otherwise) fees, and environmental fees, etc. In
addition, AHFA may in its sole discretion require applicant to provide advance
deposits, and to increase or replenish such deposits, in amounts sufficient to cover
all third-party costs that AHFA reasonably anticipates incurring under this
paragraph.

Changes in Ownership: A $2,500 fee will be charged for each AHFA-approved
ownership change (general partner(s), member(s), principals and/or special
limited(s)(investor/syndicator) request from the original application through the
end of the extended use period.
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F.

13. Environmental Extension Penalty: A fee will be charged in the amount of the initial
reservation fee paid for each project that accepts a current or future year allocation of
Housing Credits under Section (1V) (1) (8) of this HOME Action Plan.

Amendments

AHFA is entitled to amend this HOME Action Plan as required by the promulgation or
amendment of HOME Rules and Regulations from time to time. Such amendment(s) are
expressly permitted and the making of such amendment(s) will require a public notice.

Uses of HOME Funds

HOME funds will be allocated primarily toward the production of residential rental housing
for low-income households and for other uses deemed necessary by AHFA, as long as the
use is consistent with the Consolidated Plan.

A portion of the funds allocated to the State of Alabama is required to be reserved for
Community Housing Development Organizations (CHDOs). Fifteen percent of HOME
funds will be reserved for investments in housing owned by CHDOs. This is the
percentage required by federal regulations for use by specific organizational types or
activities. These HOME funds will be set aside for use by CHDOs in the form of loans for
project construction and development. AHFA reserves the right in its discretion to award a
sufficient number of projects to CHDO applicants, regardless of point scoring, to meet the
15% set aside of HOME funds. AHFA will make efforts to identify and assist eligible
organizations in using HOME funds to meet the housing needs of the state. These
organizations must meet the criteria identified by the Act and demonstrate the feasibility of
their proposed endeavors. Alabama’s HOME Program will utilize loans to promote the
production of affordable housing in an effort to meet the needs as identified in the State’s Plan.
A general outline of the HOME Program is as follows.

Anticipated Uses of HOME Funds:
AHFA estimates the following uses of 2015 HOME funds for the State of Alabama:

USES

Loans $ 5,864,925
CHDO Loans $ 1,172,985
Administration Fee $ 781,990
2015 HOME FUNDS ALLOCATED $ 7,819,900

G. Loan Structure

The structure of the loans made under Alabama’s HOME Program will be determined based
upon AHFA’s assessment of the proposed project’s ability to address the needs as identified
by the Plan. HOME funds to be allocated to any project will not exceed the amount,
determined by AHFA, needed to make the project economically feasible. The amount, terms
and rate structure will be set by AHFA. General loan guidelines are as follows and are subject
to change at AHFA’s discretion:

1) Loan Terms and Repayment: HOME funds will be allocated to the approved projects
in the form of a loan. The loan will bear an interest rate of 1/2% accruing annually
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2)

3)

4)

5.)

6.)

7)

8.)

9.

10.)

with deferred payments for twenty years. The principal and interest will be due at the
end of the 20" year. In the event of default, AHFA reserves the right to set a default
rate in excess of the prevailing Prime Lending Rate applicable at the time of the default.

Eligible Activities and Costs: HOME funds will be used solely to fund new
construction costs of rental units. Any additional costs associated with the development
such as the demolition of existing structures onsite or offsite cost associated with the
development will not be eligible for HOME funds.

Eligible Participants: For-profit developers, CHDOs, non-profit developers or any
entity eligible to receive an appropriation under Title Il of the Act.

Security: The loan may be secured by a first or subordinate mortgage on the land and
the existing or proposed improvements. In addition, a collateral assignment of rents and
leases will be executed in connection with the property. Additional collateral may also
be required, but is subject to the discretion of AHFA based on the nature of the
transaction involved.

Guaranty: AHFA, in its sole discretion, may require that the loan be guaranteed by an
individual(s) or entity acceptable to AHFA.

Insurance: Appropriate insurance will be required in connection with the principal
security as collateral for the loan. In addition, the applicant, developer and/or builder
must evidence insurance coverage to include, but not be limited to, builder’s risk
insurance, general liability insurance, and loss of rents insurance.

Good Standing: No loan application will be processed for any borrower or related entity
which is not in good standing with AHFA and any other state housing finance authority,
the Alabama Department of Economic and Community Affairs (ADECA), HUD or
RD. An applicant can be denied consideration of the HOME funds under Alabama’s
HOME Program if the applicant or its related parties have a history of payment
delinquencies, bankruptcy, foreclosure or activities determined to be unsound or
unlawful.

Closing Costs: The borrower is responsible for all closing costs incurred in connection
with any HOME Program loan(s), inclusive of all AHFA-appointed attorney’s costs.

Environmental Review: AHFA may select and engage an environmental engineer at
owner’s expense to review and comment on the environmental report(s) submitted by
the applicant. AHFA may also select and engage an environmental engineer to
complete a Phase | Environmental Site Assessment after a commitment of HOME
funds. Environmental reviews will be conducted in accordance with the applicable
HOME Regulations. Before AHFA can execute the HUD Form 7015.15 Request for
Release of Funds, all environmental issues identified in the Environmental Site
Assessment(s) must be cleared in a manner acceptable to AHFA.

Survey: Loans closed under Alabama’s HOME Program will require a survey of the
property, which must be completed prior to closing, and contain a flood zone
certification. The survey, in form and content, must be acceptable to AHFA.
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11) Declaration of Land Use Restrictive Covenants: Prior to closing, applicants must
execute and record a copy of the Declaration of Land Use Restrictive Covenants
agreement. The terms of the agreement will require that the covenants remain in effect
for the required low-income occupancy period.

12.) Construction Consultant: AHFA will contract with an independent construction
consultant who may: (i.) perform an up-front analysis of the construction budget to
determine the reasonableness of costs as presented; (ii.) review the final plans and
specifications of the project (during and upon the completion of the project) for
compliance with AHFA’s Design Quality Standards, applicable local, state and federal
building codes and ordinances; (iii.) review specifications and make comments and/or
recommendations regarding the quality of materials to be used in connection with the
project; and (iv.) review work in progress and the completed project for any material
defects and quality of work.

13.) Appraisal: Appraisals will be required on all loans and must adhere to applicable
federal and state laws. The appraisal must be completed by an appraiser who is state-
certified. AHFA will select and engage all appraisers.

14.) Application Cycles: Applications for Alabama HOME funds must be made to AHFA
during an application cycle. Cycles will be competitive and on a first-come, first-served
basis. Funding decisions will be based upon the project selection criteria and point
scoring system as detailed herein.

15) Existing HOME Loans: The full principal and accrued interest is due and payable on
the maturity date specified in the projects loan documents. For projects unable to pay
the full principal and accrued interest, AHFA will consider an extension. Upon
approval of an extension, an extension fee not to exceed 1.5 percent of the outstanding
balance including accrued interest will be charged and additional terms acceptable to
AHFA will be required. Project’s not able to pay off 100 percent of the HOME loan
(Principal and interest) or be approved for a fifteen (15) year extension of HOME loan
balance will not be eligible for additional funding under any AHFA administered
program.

IV. ALLOCATION PROCESS
A. Application Cycle

The dates of the application cycle (or cycles, if more than one) will be determined by
AHFA on an annual basis. All individuals who have requested to be on the e-mail
distribution list (see Section IV (B)) will receive notification of the cycle by e-mail. Notice
of the cycle will also appear at www.AHFA.com and in no less than four newspapers
throughout Alabama.

To apply for HOME funds, an applicant must complete the AHFA Multifamily Funding
application which is available online at www.AHFA.com.

All correspondence and inquiries are to be directed to the following:

Alabama Housing Finance Authority
Attn: Multifamily Division Phone Number: (334) 244-9200
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P. O. Box 242967 Fax Number:  (334) 279-6957
Montgomery, Alabama 36124-2967

www.AHFA.com

multi-family@ahfa.com

B. E-Mail Distribution List

AHFA maintains an e-mail distribution list for those interested in receiving notifications of
application cycles and other AHFA Multifamily program activities. Visit www.AHFA.com
to be added to the e-mail list or you may submit a written request to the address as specified
in Section IV (A). Changes or updates to contact information are the responsibility of the
provider and should be submitted in a timely manner.

C. Application Threshold Requirements

Although it is recognized that each application submitted is different, certain standard
requirements must be met by all applicants before the application can be considered for full
evaluation. Upon application submittal, if any threshold requirement is missing or fails to
materially adhere to AHFA defined standards during the completeness review, the
application will be rejected. If during the completeness review it is determined that
additional information or clarification is required for any threshold item, AHFA will
contact the applicant via email. When contacted, the applicant must respond within five (5)
business days or the application will be rejected. Any additional information provided by
the applicant must be satisfactory to AHFA and may be subject to the fees as outlined in
Section I11 (D). A list of all threshold requirements and explanations are provided below:

1.) Application Fee. The non-refundable application fee(s) described in Section Il (D)
must be paid in full and when due. If either of the application fees is returned due to
insufficient funds, the application will terminate. Regardless of the funding decision,
all application fee(s) are non-refundable.

2.) Complete Application. The applicant must submit a complete application (see
Section 111 (C)(1)) to AHFA.

3.) Site Control. If the applicant does not already own the property for which funds are
requested at the time of application, the applicant must have site control as evidenced
by a purchase option. Because of regulations that impact the varying lengths of the
approval process for each property and the significant risks to the applicant for failing
to do so, AHFA requires that the applicant (i.) secure, at a minimum, a six-month
purchase option with an option to renew for an additional six months and (ii.) after
application submittal and as applicable (see end of paragraph), obtain seller’s written
agreement that the seller shall not under any circumstances commence (or allow any
other party to commence) any choice-limiting activity or other mitigation work at the
project without the written permission of AHFA. Choice-limiting activities include,
but are not limited to, acquiring, rehabilitating, converting, leasing, repairing, ground
disturbance, or construction.

4.)  Proper Zoning. The applicant must provide evidence that the property owned (or to
be owned) is properly zoned and consistent with the proposed project’s use. AHFA
does not consider the property zoned if final zoning (not plans and specifications for
issuance of building permits) is contingent upon further city meetings, approvals
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5)

6.)

7)

8.)

9.)

10.)

11.

and/or advertisement. Evidence must be in the form of a signed statement from the
local jurisdiction where the property is located.

Market Study. The applicant must provide a market study at least thirty (30) days
prior to the date of application submittal and it must be less than six (6) months old.
If the market study does not meet AHFA requirements, the application will terminate
(see Section I(C)(3) for more detailed requirements).

Design Quality Standards. All projects are required to meet the Design Quality
Standards for attached new construction rental units (Addendum C) or for single-
family rental homes (Addendum D). These are minimum standards and AHFA
permits applicants to exceed these project standards. Each applicant may construct
the proposed project in a manner that reflects applicant goals or that exceeds local
building codes.

Flood Certification. The applicant must provide a certified boundary Survey and
Certification indicating the map and panel number of the Flood Insurance Rate Map,
the Flood Zone designation and that no portion of the property is located within the
100-year flood plain. No portions of the site may contain wetlands including any
portions not considered part of the site but necessary for ingress and egress to the
site.

Applications submitted in other Participating Jurisdictions. AHFA will not accept or
consider an application(s) submitted in a city or county that is a HUD approved
participating jurisdiction and receives its own allocation of HOME funds. The
participating jurisdictions are listed on page 3 of the HOME Action Plan.

Environmental Site Assessment. The applicant must provide an Environmental Site
Assessment at least thirty (30) days prior to the date of application submittal. The
Environmental Site Assessment must meet the minimum AHFA 2015 Environmental
Requirements (Addendum B). If the Environmental Site Assessment does not meet
AHFA’s requirements the application will terminate.

Architect’s Certification of Project Progress. The project’s architect must certify that
all building foundations slabs or crawl spaces are in place on projects that received a
reservation letter for Housing Credits and/or HOME Commitment in 2012 and 2013.
Issuance of a Future-Year Binding Commitment does not change this requirement.

Site Location. AHFA will not consider any application (for a new construction
project or rehabilitation project that is less than 50% occupied) if the proposed
project is located within a two (2) mile radius of an AHFA project approved during
2013 and 2014 cycle that has not placed in service and is 90% or more occupied at
the time of application.

Projects funded with Housing Credits only, Housing Credits combined with HOME
funds and Multifamily Housing Bonds combined with Housing Credits will be
included within the 2-mile radius requirement. Radius is defined as a straight line
extending from the center of a circle to the circumference. The 2-mile radius for each
project must be clearly defined in the market study.
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The following is an exception to the 2-mile radius requirement:

Applications that contain financing through HUD’s HOPE VI, Choice
Neighborhood, Replacement Housing Factor funds, Capital Fund Program
funds and Promise Neighborhood.

AHFA will provide reasonable assistance in determining occupancy of applicable
projects, upon request. All information provided to applicants by AHFA may be
based upon third party information reported to AHFA.

AHFA determination of occupancy is final and binding for all applicants. AHFA
is not responsible for errors or omissions in occupancy reported.

Note: If a project has been awarded AHFA funds but returns the Housing Credits
before the current application deadline, that project will not be considered in
determining the 2-mile radius requirement and must be clearly defined in the market
study.

Extended Low-Income Use. All projects must commit in writing to extend the
Housing Credits low-income set-aside an additional five (5) years beyond the fifteen
(15) year compliance period to twenty (20) years. Therefore, projects will not be
allowed to enter into a Qualified Contract until after the 20th year of the extended
low-income use is complete, unless approved in writing by AHFA as part of the
Qualified Contract process.

Negative Actions

Should any of the following actions occur after the application has been submitted and
prior to approval by AHFA, consideration of the application will terminate:

1)
2)

9.)

Site change or alteration of any kind,;

Change in ownership--a change in the parties involved in the ownership entity (e.g.,
addition of a new general partner/member or removal of an existing general
partner/member);

Change in unit design, square footage, unit mix, number of units, number of
buildings, etc. (unless changes are required by local regulatory codes);

Change in the general contractor;

Change in the management company;

Change in the architect;

Instances of excessive, flagrant, or uncorrected (within the time required by AHFA)
non-compliance on applicant’s existing projects;

Any development team member listed in the application who has instances of
excessive, flagrant, or uncorrected (within the time required by AHFA) non
-compliance with AHFA, Housing Credit, HOME, Exchange, TCAP or Tax-Exempt
Bond regulations on existing projects;

Any development team member listed in the application who is presently debarred,
suspended, proposed for debarment or suspension, declared ineligible or voluntarily
excluded from any transactions or construction projects involving the use of federal
funds or Housing Credits;

Applicant has a project that goes into foreclosure or has been foreclosed within the
last ten (10) years;
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10.)

11)

12))

13)

Any material adverse change relating to the project or owner. AHFA will determine
whether the change(s) is material and/or adverse in its sole discretion and further
reserves the right to terminate an application;

An applicant having a single project which received a reservation letter for Housing
Credits and/or HOME Commitment/Agreement in 2012, 2013, or 2014 which is
neither complete nor has reached 90% occupancy at the time of application. The
applicant may joint venture with a partner who has a completed AHFA project which
has reached 90% occupancy, (projects funded with HOPE VI, Replacement Housing
Factor funds, and Capital Fund Program funds are exempt from this requirement);
Applicant (including all development team members listed in the application) has any
outstanding fees due to AHFA on other projects; and

If Housing Credits are combined with HOME funds and the Environmental Site
Assessment review by AHFA (or AHFA’s consultant) identifies any unsatisfactory
environmental condition that the applicant (or any owner of applicant) should have
known about or failed to investigate fully prior to application submission.

The above list of negative actions is not all-inclusive. The application package itself will list other
necessary requirements. AHFA will terminate consideration of an application if any information
supplied in connection with the application is fraudulent, misleading, or materially incorrect.
Determination of whether information is fraudulent, misleading, or materially incorrect will be
determined by AHFA.

E. Application Evaluation

AHFA follows a competitive process by which all applicants are objectively scored
according to criteria specified in the HOME Action Plan. AHFA strictly adheres to the
policy and procedures of the HOME Action Plan. Efforts to influence the outcome of the
application process through lobbying efforts either directly (by the applicant) or indirectly
(via the efforts of third parties on the applicant’s behalf), will be futile, considered as a
violation of the HOME Action Plan and may result in the termination of the application. In
addition, the applicant could be subject to civil or criminal liability. Each application must
stand on its own merits.

1)

Process of Evaluation. Provided each applicant has met the threshold requirements in

Section Il (C), each application will be subject to the following evaluation process:

(i.) Completeness. The applicant must submit a complete application (see Section Il

(C)(1)) to AHFA.

(ii.) Point Scoring. The application will be evaluated using the Point Scoring System

included in Addendum A. The applicant will not receive points, if the item(s) or
document(s) required to qualify for points are missing and/or incomplete.

(iii.) Financial Feasibility. Once the application is point-scored, the project will then

be evaluated to determine its financial feasibility, including its viability as a
qualified low-income housing project throughout the credit period. Taking into
consideration that market, income and housing conditions vary greatly across the
State of Alabama, the financial feasibility of any application submitted may
require various other funding resources to be viable in the short term and to aid in
the long term sustainability of any project. Local government resources,
philanthropic efforts and other funding sources are critical to help ensure that
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limited AHFA resources can be allocated in all areas of the state where unmet
housing needs still exist. Applications that are not financially feasible at the time
of submission because additional sources of funds are necessary will not be
considered for funding.

Since AHFA is permitted to allocate only the resources necessary to make a
project financially feasible, AHFA cannot and should not be expected to fund the
full amount requested by an applicant. Special purpose or high cost housing
applications that exceed normal construction and soft costs of other applications
received must be supported with other subsidy sources. AHFA fully expects that
any proposed application submitted will include other subsidy sources if needed
to leverage AHFA’s limited Housing Credit and HOME resources.

AHFA will require a minimum debt service coverage ratio of 1.20:1 for HOME
development debt financing that would foreseeably result in foreclosure if not
repaid. Debt service coverage is defined as the ratio of a property’s net operating
income (rental income less operating expenses and reserve payments) to
forecloseable, currently amortizing debt service obligations. AHFA will
determine the allowable operating expense based on historic and current HOME
and Housing Credit properties’ financial statements.

AHFA will require the project to establish and maintain throughout the extended-
use period a minimum operating reserve. The operating reserve will be an
amount equal to six months of the projected first-year operating expenses plus
three months debt service.

AHFA will require the project to establish and maintain throughout the extended
use period a minimum replacement reserve account of a) $250 per unit annually
for new construction projects for the elderly, b) $300 per unit annually for all
other projects.

AHFA’s determination of the appropriate amount of HOME funds is not a
representation or warranty as to the financial feasibility of such project, and may
not be relied upon as such by the applicant, owner, developer, investor, lender or
any other person.

Project feasibility: At a minimum, AHFA determines that a project is financially
feasible based on the following criteria: a) the extent to which the project’s
sources of funds equals the project uses of funds; b) the extent to which any
proposed developer fee deferral can be paid within the time frame allowed by the
Internal Revenue Service; c) the reasonableness of total project costs, inclusive of
AHFA predetermined hard and soft cost standards; and d) the repayment terms
(including interest rate, total debt and loan term) for all proposed debt (hard and
soft) in connection with the proposed project.

Additional Underwriting Criteria and assumptions that are market driven such as
interest rates, housing credit pricing, and project operating expenses will be
released and discussed at AHFA’s HOME/Housing Credit Application
Workshop. The training will be held prior to the application cycle. The date of
the training will be posted at www.AHFA.com and an e-mail notification will be
sent to those on the current e-mail distribution list.

18

1 Investment Partnershios Program



(iv.) Credit Worthiness. AHFA will perform credit examinations of the individual(s)
and trade reports of businesses involved in the development and operation of the
project. The applicant must provide sufficient documentation to obtain the
required credit reports. If these reports prove to be less than satisfactory,
including but not limited to the finding of federal tax liens, the application will be
terminated.

(v.) Reasonableness of Project Costs. Any line item costs, square footage costs or
total unit costs exceeding a range of reasonableness may be disallowed solely at
the discretion of AHFA. Additional information and documentation (verified by
AHFA and/or an AHFA designee) may be required to substantiate the
reasonableness of the cost. Any allocation made will be determined using
AHFA’s assessment of cost. Any allocation of HOME funds cannot exceed the
HUD 221(d)(3) limits. A list of applicable limits can be provided by AHFA.

AHFA reserves the right to request certification or verification in a form
acceptable to AHFA of any line item cost at any time between the application
cycle and final allocation of the HOME funds. When the project is placed in
service, AHFA requires the final cost certification to be made by an independent
Certified Public Accountant.

2.)  Frequency of Evaluation. Applications will be evaluated at least two times:

e At submission; and,
o Before the closing of the HOME loan.

F. Developer and Builder Fees

G.

1) Developer Fee. The developer fee, which includes the developer’s overhead and
profit plus consultant fees and the owner’s profit, should not exceed 15% of the total
project costs (excluding the developer fee).

2.) Builder Fee. The builder fee, which includes builder profit and overhead, should not
exceed 8% of the construction costs, excluding the fee. General requirements must
be cost-certified and, as a general rule, should not exceed 6% of the total construction
costs. Items included in general requirements will be consistent with HUD and
USDA Rural Development regulations.

HOME Funds Allocations

No related entities, principals or individuals shall be allocated HOME funds in excess of
20% of the state’s 2015 HOME fund allocation. Regardless of the percentage ownership in
a project, 100% of the project’s HOME fund allocation will count towards all caps.

The intent of the HOME Cap is to promote fair and objective administration of the HOME
program by ensuring that no single applicant can receive an excessive share of the available
HOME funds in any application cycle. Parties that have an identity of interest are
presumed to be sufficiently related for them to be treated as a single applicant for purposes
of the Cap. As described below, AHFA may in its discretion, identify other parties whose
relationship is sufficiently close to cause them to be treated as a single applicant for

2015 HOME Action Plan 19

12/16/14




purposes of the Cap. A significant factor in the evaluation will be whether, based on the
facts and circumstances, a primary purpose of a party’s involvement in a project appears to
be avoidance of the Cap.

For purposes of this paragraph, the following relationships constitute an identity of
interest for purposes of identifying related parties in order to apply the Cap:

1.) Individual persons are considered related to each other (i.) if they have any of the
following direct relationships: parent, child, spouse, son-in-law, daughter-in-law,
father-in-law, and mother-in-law , including any such direct relationship created by
marriage, remarriage, adoption, or any other legally recognized status, or (ii.) if one
individual is an employer, by common law or otherwise, of the other.

2.) Entities are considered related to each other (i.) if any director, shareholder, partner,
member, or any other type of owner of any entity would be considered a related
individual (under item 1. above) to any director, shareholder, partner, member, or any
other type of owner of another entity, (ii.) if the entity has the ability to control another
entity, or (iii.) if the entity owns a material interest in another entity. An entity will be
presumed to control another entity if it has a percentage of ownership in the other entity
or the ability to appointa  percentage of the members of the other entity’s governing
body (i.e., board of directors, board of trustees, partners, managers, etc.) that would
permit it to control the other entity either by operation of law or by agreement. A
material interest means any ownership interest in excess of 20% of the stock,
partnership interests, membership interests, or other forms of ownership of any entity;
provided, however, that ownership interests held by Housing Credit investors,
Housing Credit syndicators or special administrative partners or members shall be
disregarded for purposes of 20% test.

3.) Without limiting the above, a trust will be considered related to an individual or entity
if any trustee, trustor, grantor, settlor, beneficiary, permissible distributee, any person
or entity serving a role similar to the foregoing, or any person holding power of
appointment (general or limited) over trust property would be considered related to the
individual or entity under items 1. or 2. above.

4.) Any other relationship which, while not specifically listed above, is determined to
constitute an identity of interest because it is a relationship at least as close as an
identity of interest described above or because it would permit an allocation that
violates the intent of the ceiling.

. Notification of Approval

Applicants may be notified of the award decisions via e-mail notification, by a letter of
non-selection, or a Commitment letter. In addition, award recipients will be listed
at www.AHFA.com. Applicants approved for an award will be issued a reservation letter
and Commitment. The reservation letter will outline actions by which owners, if they
accept the terms, must abide. Failure to abide by the terms of the reservation letter and
Commitment will automatically terminate such reservation and Commitment.

Any applicants that are not selected for an award may schedule a conference call or
meeting with AHFA staff to discuss the reasons their application was not selected for
funding. The call or meeting must be scheduled and held within six weeks of the date of
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the notification letter from AHFA. Once the call or meeting has been concluded, AHFA
will not have any further discussion regarding the application.

Progress Requirements After Commitment

From the date of the Commitment, the applicant has the outlined time constraints set forth
below in which to obtain the following items. All deadlines outlined in the Commitment
will be enforced. Requests for extensions must be submitted on the AHFA-provided forms
found at www.AHFA.com. The required fee assessments can be found in Section 111(D) of
the HOME Action Plan. Failure to comply with any one of the deadlines (in whole or in
part) and/or providing incomplete or unacceptable content of the required document(s) will
cause the commitment to be automatically terminated:

1.) Within 15 days of the date of the Commitment, the applicant must provide:

(i.) The executed HOME Commitment acknowledging acceptance of the terms and
conditions.

(ii.) The executed HOME Partnership Written Agreement acknowledging acceptance
of the terms and conditions.

(iii.) The Management Plan (available at www.AHFA.com)

(iv.) The Tenant Lease Agreement with the HOME Lease Addendum.

(v.) The Affirmative Fair Housing Marketing Plan (available at www.AHFA.com).

2.) Within 60 days of the date of the Commitment Letter, the applicant must:

Provide the Environmental Assessment Checklist (available on AHFA’s
website www.AHFA.com)

3.) Within 135 days of the date of the Commitment L etter, the applicant must provide:

(i.)  Three (3) sets of sealed plans and specifications and a copy on a compact disc or
compact memory device (ex. memory stick, USB flash drive) from the architect.

(ii.) A site-specific soils report bound within the specifications.

(ili.) An ALTA/ACSM Certified Survey bound within the plans and specifications.

(iv.) Standard AlA form of agreement between owner and architect.

(v.) Paving recommendation letter from geotechnical engineer (available at
www.AHFA.com)

4.) Within 165 days of the date of the Commitment Letter, the applicant must provide:

(i.)  Certified organizational documents.

(ii.)  Construction cost estimate summary.

(ifi.)  Detailed construction schedule.

(iv.) Standard AlA form of agreement between owner and contractor (AlA
form).

5.) Within 195 days of the date of the Commitment Letter, the applicant must provide:

(i.)  Acopy of lender’s executed construction note or agreement.
(ii.)  Take full possession of the site as evidenced by recorded warranty deed.
(iii.)  Original recorded Declaration of Land use Restrictive Covenants.
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6.)

7)

8.)

(iv.) A copy of the building permit.

(v.)  Proof of construction commencement evidenced by copy of Owner’s
Notice to Proceed to project’s General Contractor (AHFA form).

(vi.) Recertification of Real Property Acquisition Form (available at
www.AHFA.com).

(vii.) Title Insurance Policy.

(viii.) A written Capital Maintenance Plan (CMP) for the project (available at
www.AHFA.com).

Within 180 days after the project is placed in service, the applicant must provide
AHFA with the Actual Cost Certification package.

The owner must submit AHFA’s HOME/Housing Credit Status Report which is due
quarterly until the project is complete.

If any unforeseen or unusual environmental condition(s) not otherwise identified after
completing AHFA’s environmental requirements is discovered with respect to a project
that received an award of HOME funds, Housing Credits, or for both under this plan or
for any prior year, and such unforeseen environmental condition(s) results in the
inability of the project to Place-in-Service by the deadline established under Section 42,
AHFA may elect to exchange the Housing Credits awarded to the project for a current
or future year allocation of Housing Credits, subject to the applicant’s payment of the
environmental extension penalty specified in Section 111.D. herein and the applicant’s
compliance with Addendum B and with all other conditions specified by AHFA based
on the specific nature of circumstances of the project.

Construction on the project cannot begin until a pre-construction conference has been
held with AHFA.

J. Negative Action After Notification of Approval.

Should any of the following actions occur after the notification of approval of HOME funds

the award will be terminated:

1) Site change--a change from the original site location will not be allowed under any
circumstances. Any change in the site configuration or size from what was originally
proposed in the application must have prior written consent from AHFA,;

2.)  Change in ownership--a change in the parties involved in the ownership entity
(e.g., addition of a new general partner/member or removal of an existing
general partner/member) without prior written consent of AHFA. Examples of
situations in which consideration may be given for a change in ownership
include, but are not limited to: death or bankruptcy. Any person or entity,
including syndicators, that attempts to circumvent this requirement, may be
subject to debarment from all AHFA programs;

3.) Change in syndication structure--a change in the role of the syndicator or in the
distribution of funds/allocation to others through syndication as stated in the
application without prior written consent of AHFA,;

4.)  Change in unit design, square footage, unit mix, number of units, number of
buildings, etc. (unless changes are required by local regulatory codes);

5.) Change in the general contractor without prior written consent of AHFA;
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10.)

11)

12.)

13)

14)

Change in the management company without prior written consent of AHFA,

Change in the architect without prior written consent of AHFA,;

Instances of excessive, flagrant, or uncorrected (within the time required by AHFA)
non-compliance on applicant’s existing projects;

Any development team member (listed in the application) who has instances of
excessive, flagrant, or uncorrected (within the time required by ~ AHFA) non-
compliance with AHFA, Housing Credit,

HOME, Exchange, TCAP or Tax-Exempt regulations on existing projects;

Any development team member who is presently debarred, suspended, proposed for
debarment or suspension, declared ineligible or voluntarily excluded from any
transactions or construction projects involving the use of federal funds or Housing
Credits;

Applicant has a project that goes into foreclosure or has been foreclosed in the past
ten years;

Any material adverse change relating to the project or owner. AHFA will determine
whether the change(s) is material and/or adverse in its sole discretion and further
reserves the right to terminate the award based on the effect of said change(s) in
comparison to original application approved by AHFA,;

Any development team member(s) listed in the approved application have
outstanding fees due to AHFA,; and

If Housing Credits are combined with HOME funds and the Environmental Site
Assessment review by AHFA (or AHFA’s consultant) identifies any unsatisfactory
environmental condition that the applicant (or any owner of applicant) should have
known about or failed to investigate fully prior to application submission.

The above list of negative actions after reservation is not all-inclusive. The Commitment letter
itself will list other necessary requirements. AHFA will terminate the Commitment if any
information supplied in connection with the project is fraudulent, misleading, or materially

incorrect.

Determination of whether information is fraudulent, misleading, or materially

incorrect will be determined by AHFA in its sole discretion.

K. Change in or Denial of HOME Allocation

The application evaluation described in Section IV (E)(2) of the HOME Action Plan may
result in a possible change in the amount of HOME funds allocated to a project or denial of
the total allocation altogether due to, but not limited to, one of the following reasons:

1) Information in the application submitted is determined to be incorrect or
fraudulent;

2.) Conditions in the Commitment Letter are not met;

3.) Changes in the actual cost of the project;

4.) Applicant obtains additional subsidies or financing other than those disclosed in
the application; and/or

5.)  Applicant’s failure to notify AHFA promptly of any material or adverse changes
in the original application. Material or adverse changes include, but are not
limited to, applicant’s loss of site control, rights of way, ingress and egress,
adverse change in the financial condition of the applicant, and applicant’s
inability to perform tasks proposed in the application by the deadline set by the
applicant and further set or agreed to by AHFA.
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L. Disclosure

AHFA will attempt to request all information necessary to make informed decisions
regarding HOME allocations. Therefore, it is in the best interest of all parties involved
with the process to disclose completely and accurately all information regarding each
proposed project. AHFA acknowledges that errors and misjudgment sometimes occur and
simply requests that the applicants notify AHFA of any errors that may occur upon
discovery.

V. ADMINISTRATIVE OVERVIEW
A. Alabama Housing Finance Authority (AHFA)

AHFA is a public corporation and instrumentality of the State of Alabama, organized pursuant to the
provisions of Title 24 Chapter 1A of the Code of Alabama, as revised. AHFA was established as the
housing finance entity for the State in 1980. Since its inception, AHFA has issued mortgage revenue
bonds in excess of $2.6 billion for the financing of more than 48,000 single-family homes, and nearly
$849 million in multifamily bonds for the production of some 110 complexes. Additionally, AHFA
has issued nearly $136 million in Housing Credits to fund 705 projects with 30,000 units and over $
219 million in HOME funds to construct 222 projects with 8,531 units.

Currently, AHFA has an experienced staff of employees with many having 10-20 years of commercial
banking, mortgage banking or accounting experience. AHFA staff includes experienced commercial
real estate and construction lenders, mortgage bankers, accountants and support personnel. The
multifamily staff, responsible for the HOME Program, has experience in dealing with other federal
programs, which include the Housing Credit and Multifamily Bond Financing Programs. The single-
family staff administers a number of programs including the Mortgage Revenue Bond program, the
Mortgage Credit Certificate program, the Down Payment Assistance program, the Step Up program,
the Rural Alabama Mortgage program, the Building Blocks to Homeownership program, and the
Habitat for Humanity Loan Purchase program.

AHFA has the necessary computer hardware and software programs required to properly administer
and service loan transactions in connection with the HOME Program. Hardware components consist
of a personal computer local area network with multiple large-capacity file servers with the capacity to
run mortgage loan servicing software packages.

B. Administrative Policies and Procedures

AHFA'’s administration of the HOME program includes, but is not limited to, the following functions:
accounting, loan processing, loan servicing, administration, compliance, investments, and disbursement
of funds. AHFA will be compensated for any and all expenses incurred in performance of its duties
(inclusive of those duties for which AHFA may subcontract) through draws from available
administrative funds in the HOME account.

The State of Alabama, as a Participating Jurisdiction, is responsible for ensuring that HOME funds are
used in accordance with all program requirements. AHFA, acting in its capacity as Administrator of
the State of Alabama’s HOME program, AHFA’s Board of Directors, officers, employees and agents
will not be held responsible or liable for losses incurred from claims, suits, damages, and costs and
expenses of any kind or of any nature that the HOME program may suffer, incur or pay arising out of
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decisions by AHFA concerning any application, loan decision(s), or action(s) associated with the
administration of the HOME Program unless said responsibility or liability is specifically contained
within the Act.

1.) HOME Disbursement Accounts

Two accounts have been established to administer Alabama’s HOME Program. The first
account, the HOME Investment Trust Fund, is established in the United States Treasury and
managed through HUD’s Integrated Disbursement and Information System (IDIS). The
second, Alabama’s HOME Account, is established and utilized by AHFA as a deposit and
disbursement account of HOME funds. HOME funds from the federal government, interest
earnings and repaid principal will be deposited and disbursed from this account. All HOME
related funds in this account will be kept separate from other accounts maintained by AHFA.
AHFA may establish other administrative accounts, which are allowed under Title Il of the
Act.

Once a project has been approved for funding, and all of the conditions required to be satisfied
prior to the execution of the HOME Agreement have been satisfied, an account for said project
will be established in IDIS. Requests for HOME funds will be made to the IDIS by AHFA or
its designee.

2.) Administrative Duties

(i.) Audits and Reviews:
AHFA, as administrator, may conduct reviews and audits of recipients as may be
necessary or appropriate to determine compliance with the rules and regulations of
Title 1l of the National Affordable Housing Act. An accounting firm chosen by
AHFA will conduct required external audits of Alabama’s HOME program.

(ii.) Monitoring:
AHFA will monitor each designated recipient of HOME funds for compliance with
occupancy and use restrictions. The scope and frequency of monitoring activities will
meet or exceed the minimum requirements of the specific program as outlined in the
Act or regulations. See Compliance Section VI.

Recipients of HOME funds must comply with the reporting requirements as defined in 24
CFR Section 92.508 and are responsible for providing AHFA with the information
necessary to complete the annual reporting requirements. Recipients must report all
instances of non-compliance to AHFA at P. O. Box 242967, Montgomery, AL 36124-
2967 and the HUD office in Birmingham, Medical Forum Building, 950 22" Street North,
Suite 900, Birmingham, AL 35203.

VI. COMPLIANCE

A. Minority and Women’s Business Outreach

As required in Section 281 of the HOME Investment Partnerships Act, AHFA will work to involve
minority and women’s business enterprises whenever possible. In an effort to comply with these

requirements, AHFA has obtained from the Alabama Small Business Development Consortium, 1717
11th Avenue South, Suite 419, Birmingham, Alabama 35294, a list of eligible businesses for use by
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potential recipients of State HOME funds. AHFA will continue to work with this office to update and
expand this list for use with the HOME Program.

AHFA will maintain a record of reported activities of Minority- and Women-Owned Businesses
involved in the HOME Program.

B. Equal Opportunity and Fair Housing

Affirmative marketing procedures will be utilized so that no person in the United States shall, on the
grounds of race, color, national origin, religion, or sex, be excluded from participation in, be denied
benefits of, or be subject to discrimination under any program or activity funded in whole or in part
with funds made available under Alabama’s HOME Program. Recipients of Alabama’s HOME funds
must adhere to the requirements of the Fair Housing Act and the Age Discrimination Act of 1975.
AHFA will maintain records, whenever possible, of the percentage of low-income units occupied or
purchased by minority and single parents.

All loan applicants or local units of government applying for Alabama HOME funds must certify in the
application that they will adhere to the affirmative marketing procedures (as defined in 24 CFR Section
92.351). Records concerning the characteristics of tenants renting HOME assisted units must be
maintained by the owners; and supplied to AHFA on an annual basis. AHFA will analyze this data to
assess the success of the owner’s affirmative marketing procedures. AHFA will give additional
preference points to those applications, which evidence the participation of minorities in connection
with the project.

C. Section 3 Economic Opportunities for Low — and Very Low-Income Persons

As required by Section 3 of the Housing and Urban Development Act of 1968, as amended, 12 U.S.C.
1701u, recipients of HOME funds must ensure that employment and other economic opportunities
generated by housing development must be directed toward low- and very low-income persons.

D. Environmental Review
AHFA will conform to the Environmental Review requirements of Title Il of the Act.
E. Matching

NOTE: The State of Alabama is typically required to match a portion (twelve and one-half percent) of
annual HOME funds. This match may be derived from several possible sources including the donation
of land by localities, the donation of voluntary skilled or unskilled labor, sweat equity, the use of tax
exempt bond proceeds, the value waived of property taxes by localities, cash injections by localities,
and any other source which may be determined at a later date. ~ Additionally, a number of AHFA
programs (Down Payment Assistance, Habitat for Humanity Partnership) provide financial assistance
to HOME-eligible Alabama households and a portion of this funding may count as match. The use of
any possible state funds would require an appropriation by the legislature. Specific sources and the
amount of possible funds available to meet the matching requirements for a program year will be
determined prior to any draw of HOME funds. A HOME recipient may be required to provide a
“Match” source to close their project.

For 2002, HUD granted a full waiver of the match requirement due to the State of Alabama’s
designation as a Participating Jurisdiction in severe financial distress. Specific waivers for subsequent
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program years may also be granted if an Alabama county is listed as a presidentially declared disaster
area.

F. Occupancy and Rent Requirements

In HOME and Housing Credit residential rental projects at least 20% of the units must be occupied
by households with incomes at or below 50% of median family income and the rent must be
restricted at or below the 50% rent level or Section 8 Fair Market Rent, whichever is less. The
remaining units must be occupied with households with incomes at or below 60% of median family
income and the rent must be restricted at or below the 60% rent level or Section 8 Fair Market Rent,
whichever is less. HOME income limits and rent limits are calculated annually by HUD’s Office of
Policy Development and Research (PDR), once the Section 8 income limits have been issued.

G. Compliance Monitoring

The compliance monitoring procedures apply to all buildings placed in service in Alabama, which
have received allocations of HOME funds as determined under the HOME Regulations. A
complete outline of AHFA’s compliance requirements is located in AHFA Compliance Manual
available at www.ahfa.com. A description of AHFA’s basic compliance monitoring procedures and
requirements are described per the attached Addendum E.

VIl.  AMERICAN DREAM DOWNPAYMENT INITIATIVE
American Dream Downpayment Initiative (ADDI)

ADDI is a HOME Program-based funding source for the provision of down payment assistance to
eligible first-time homebuyers. AHFA serves as administrator of the State of Alabama HOME
Program and the State of Alabama ADDI Program.

The initial allocation of ADDI funds to the State was approximately $1,463,919 -- 2003 HUD-
appropriated funds totaling $671,691 and 2004 new funding totaling $792,228. Each source had its
own separate requirements.

ADDI Funds

The State of Alabama has not received an new allocation of funds since 2009. Should the program
continue to be funded, AHFA will continue to use these funds to provide down payment assistance
throughout the State. The per-family assistance shall not exceed $10,000 in the form of a grant or a
forgivable loan.

Families and households eligible to receive ADDI funds must (a) earn 80% or less of the Area
Median Income (AMI) per HOME guidelines, (b) have less than $4,000 in liquid assets at the time
of loan application through the date of closing, (c) complete a homeownership counseling course
provide by a HUD-approved counseling agency or any other AHFA-approved homeownership
counseling course, and (d) meet lenders credit requirements.

Outreach and marketing efforts for ADDI will be conducted by AHFA and its many business
partners such as the Homebuilders Association of Alabama, the Mortgage Bankers Association of
Alabama, the Alabama Association of Realtors, the Alabama Federation of Housing Counselors
and Agencies, and the Consuming Credit Counseling Services of Alabama.
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ADDI Recapture Provision

If at any time during the five-year affordability period, the original homebuyer sells, trades,
transfers title or otherwise ceases to occupy the home as their primary residence, the homebuyer
will be subject to recapture and must pay back the funds as deemed applicable. ADDI recapture is
assessed on a reduced prorated basis of 20% per complete year, except in cases of non-compliance,
which requires 100% of the ADDI funds to be repaid. Non-compliance for ADDI means that the
homebuyer was not eligible for the ADDI funds at the time of the application. Non-compliance
would result if the program criteria such as prior ownership, family income limits, sales price
limits, and occupancy of residence during the affordability period are not met and this information
was not properly disclosed. Any recaptured funds paid back to AHFA will be returned to the ADDI
allocation and used to assist other qualifying homebuyers.
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Addendum A

Alabama Housing Finance Authority’s
2015 Point Scoring System

The point scoring system will allow AHFA to award points to projects that best meet the identified
housing priorities for the State of Alabama. The point scoring system will rank each project in two
sections (Points Gained and Points Lost). The ranking of the project will be determined by taking the
Points Gained section and deducting the Points Lost section to get an overall project score. The point
scoring system will largely determine which projects should be awarded. Applicants will be required to
score their applications using the 2015 HOME/Housing Credit Point Scoring form provided by AHFA.
This point scoring form must be submitted to AHFA as part of the application package.

Any points gained category referenced herein or in other sections of the 2015 QAP or the 2015 HOME
Action Plan are specific to the 2015 program year and may not be carried (or brought) forward to (or
from) any future (or past) program year by any entity, individual or application.

AHFA has established a housing priority in order to achieve a balanced distribution of Housing Credits
and HOME funds throughout the state in terms of geographical regions, counties, urban, and rural areas.
AHFA will achieve this priority by allocating Housing Credits and HOME funds, generally to only one
project per county. This allocation methodology, used over time, has helped to ensure that counties and
cities across the state have received a share of AHFA allocation of funds proportionate to their respective
populations. Please note that applicants applying for Housing Credits with HOME funds combined are
for new construction projects only, therefore the rehabilitation points described in this Point Scoring
System are not applicable.

Project Selection Procedures:

Awards Selection:

1. The highest scoring project per county with ownership by an AHFA-approved CHDO
will be funded until the regulatory 15% CHDO set-aside has been met.

2. The highest scoring HOME project combined with Housing Credits and/or Housing
Credit project will be awarded per county until all HOME and Housing Credit funds have
been allocated.

Projects with a net score of less than 77 points (Points Gained less Points Lost) will not be
considered for awards.

In the event of a tie between two or more applications the projects will be ranked in the following order to
determine which applicant will receive priority:

1. In the event there is a tie in scoring among two or more applications, then a recommendation will be
made for the application that has the least amount of aggregate participation by any one owner. Aggregate
participation is defined as the total of all Housing and HOME/Housing Credit applications recommended
for awards in the current application cycle.
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2. If a tie(s) still remains, priority will be given to the application which is deemed to be the most
favorable based on the following site criteria as sequenced:

a. Award recommendation will be made for the application which has the least number of active
AHFA units located within a 2-mile radius of the proposed project site. Active AHFA units
are projects that at the time of application are in the compliance and/or extended use
period. (If the proposed project is an additional phase of an existing AHFA-funded project,
the existing additional phase(s) will not count when determining the number of other active
AHFA housing units. The additional phase must have one of the owners from the first
phase.)

b. The application containing no Negative Neighborhood Service(s) will receive a
recommendation for awards.

c. The application which scored the maximum number of points on Neighborhood
Characteristics (Services as defined in the application instructions) will receive a
recommendation for awards.

3. If atie(s) still remains, priority will be given to the owner who requested the least amount of Housing
Credits per unit.

4. If atie(s) still remains, priority will be given to the application based on owner performance criteria in
the following order as sequenced:

a. The application that was submitted with no missing and/or incomplete document(s.).

b. The owner who has not had a repeat audit performed in the prior calendar year and does not
have a repeat audit scheduled on any existing AHFA-funded project.

c. The owner who has not requested a third extension on any 2014 AHFA-funded project