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CHAPTER 1 – WELCOME HOME
The City of Mesa HCD of Housing and Community Development (HCD) provides this manual as a
resource for implementing its HOME‐program projects and for other interested parties including non‐
profit organization staff who are contemplating applying for funding assistance under the HCD HOME
Program.

Updates
Users of this manual are encouraged to check for monthly updates at the HCD’s website.
http://mesaaz.gov/residents/housing‐community‐development. Information may change for a
variety of reasons, including changes in federal regulations, City requirements, and in the
interpretation or clarification of a federal regulation.

Purpose of This Manual
The primary purpose of this manual is two‐fold:
 To serve as the City of Mesa Housing & Community Development administrative policy
and procedure (P&P) manual for its HOME program specifically, and CDBG & NSP where
“safe‐harbor” and cross‐cutting requirements apply; and
 To serve as a quick (abridged) reference for the new HOME Final Rule dated July 24, 2013
with emphasis on HOME program changes.
This manual is not meant to be a substitute for HOME regulations, but as a supplement to them. It is
not exhaustive regarding all considerations affecting the use of HOME funds. HCD reserves the right
to add, remove or change policies, procedures or forms in this manual. Notwithstanding any
information contained herein, where a conflict of language or omission of requirements occurs, the
requirements of the Federal Notice and HUD Guidance on the HOME Program, as may be amended
from time to time, shall prevail.
Additionally, due to funding limitations, not all HOME eligible activities are represented herein.
Primary focus is placed on HOME required regulatory changes that must be included in the PJs P&Ps
and the eligible activity programs in place. However, in looking forward for the purpose of addressing
priority targets identified in the 2015‐2019 Consolidated Plan, For‐Sale Housing Production
guidelines and implementation detail of 24 CFR 92.2; 92.250; 92.252 and 92.254 are added for
compliance under the 2013 New HOME Program rule.
Lastly, this manual lays the foundation to address housing concerns and disparities put forth in
Consolidated Planning comments. Note that for the 2017‐2018 program years, program activities and
guidelines will be added and/or modified as we start the process of the Housing and Community
Development (HCD) taking lead in planning community development activities with the goal of
eliminating the City’s Impediments to Fair Housing Choice.

http://mesaaz.gov/residents/housing‐community‐development
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Since the 2016‐2017 program activity round had already been completed with a number of
applications for program activity, most policy guidelines that were in place during that application
round will remain out of RFP fairness. As we proceed to the next program year, changes to policy
guidelines will be implemented to support our efforts towards full compliance of the New HOME Rule
and best HOME Program administrative practices by a PJ.

CHAPTER II HISTORY AND GOALS OF THE PROGRAM
The HOME Program, created by the National Affordable Housing Act of 1990 (NAHA), is referred to as
the HOME Investment Partnerships Act, and has been amended several times by subsequent
legislation.
The United States HCD of Housing and Urban Development (HUD) administers the HOME Program.
HUD uses the following to implement NAHA:




Title 24 Code of Regulations, Part 92, as amended (The Final Rule).



HOMEFires is the official policy newsletter of the HOME Program. Each HOMEFires
answers a specific policy question.

CPD Notices provide detailed guidance on a specific subject by explaining how the HOME
program regulations should be interpreted or applied.

In general, under the HOME Investment Partnerships Program, HUD allocates funds by formula
among eligible State and local governments to strengthen public‐private partnerships and to expand
the supply of decent, safe, sanitary, and affordable housing, with primary attention to rental housing,
for very low‐income and low‐income families. Generally, HOME funds must be matched by nonfederal
resources. State and local governments that become participating jurisdictions may use HOME funds
to carry out multi‐year housing strategies through acquisition, rehabilitation, and new construction of
housing, and tenant‐based rental assistance. Participating jurisdictions may provide assistance in a
number of eligible forms, including loans, advances, equity investments, interest subsidies and other
forms of investment that HUD approves.
Purpose of the Regulatory Action. The HOME program is the largest federal block grant program for
affordable housing for low‐income households. The program provides formula grants for four
primary purposes:

As eligible activities
 Housing rehabilitation,
 Homebuyer activities,
 Rental housing activities, &
 Tenant‐based Rental Assistance (TBRA).
Individual households, non‐profit and for‐profit developers may apply for HOME funding.

http://mesaaz.gov/residents/housing‐community‐development
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Objectives:
The intent of the HOME Program is to:
 Provide decent affordable housing to lower‐income households,
 Expand the capacity of nonprofit housing providers,
 Strengthen the ability of state and local governments to provide housing; and
 Leverage private‐sector participation.
HOME is the largest Federal block grant to state and local governments designed exclusively to create
affordable housing for low‐income households.
The program was designed to reinforce several important values and principles of community
development:
 HOME's flexibility empowers people and communities to design and implement strategies

tailored to their own needs and priorities.
 HOME's emphasis on consolidated planning expands and strengthens partnerships among all

levels of government and the private sector in the development of affordable housing.

 HOME's technical assistance activities and set‐aside for qualified community‐based nonprofit

housing groups builds the capacity of these partners.

 HOME's requirement that Participating Jurisdictions (PJs) match 25 cents of every dollar in

program funds mobilizes community resources in support of affordable housing1.

1 The City of Mesa HCD requires all recipients of HOME funds provide 25% match of the total award to recipient
http://mesaaz.gov/residents/housing‐community‐development
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HOME Program Background on Performance2
Authorized in 1990, the HOME Investment Partnerships Program (HOME) provides grants to state and local
governments to produce affordable housing for low‐income families. HOME funds are a vital and unique source of
financing for numerous affordable housing developments—many of which would not be possible without HOME
assistance. HOME flexibly works with and supports many critical federal housing programs, making it financially
feasible to build and sustain housing for persons experiencing homelessness, seniors, persons with disabilities, and
other individuals and families with low incomes.
HOME Program Performance

HOME creates affordable homes
Since 1992, the HOME program has created more than one million affordable homes.
HOME meets housing needs
 Overall, 15.6 percent of all U.S. households, or 18.1 million households, were
severely housing cost burdened, spending more than half their income on
housing, in 2012.

Rental
Homebuyer
TBRA
Owner‐Occupied Rehab

 HOME must be used exclusively to produce affordable housing for low‐income
families. More than half of HOME funds have been used to assist very and
extremely low‐income families.
28

 HOME reaches urban, suburban, and rural communities across the country and
helps homeowners, homebuyers, and renters.

466 8
61

298 3
91
495 6
09

 HOME provides critical resources for housing for persons with special needs,
including persons experiencing homelessness, veterans, and persons with
disabilities. HOME funds provided essential gap financing in more than a quarter of Housing Credit
developments targeted to addressing homelessness from 2003 to 2010.

HOME leverages private and public resources
 Each HOME dollar leverages more than $4 in other public and private resources, on average.
 HOME has leveraged approximately $117 billion in other funding sources.
 Participating jurisdictions (PJs) must match a minimum of 25 cents of every dollar of HOME they use.
 HOME often provides the early money necessary to get developments off the ground or the final critical
gap‐filler while private lenders, equity investors, Housing Credit allocations, and other resources come
together.
HOME creates jobs
 Every $1 million in HOME funds creates or preserves approximately 18 jobs.
 HOME creates and supports jobs by moving developments, such as Housing Credit properties, forward.
In the first year, a typical 100‐unit Housing Credit property results in 122 jobs. It supports approximately 30 jobs
annually after the first year.
HOME empowers state and local governments
 States and localities can target flexible HOME funds to the particular needs of their communities—new
production where units are scarce, rehabilitation where housing quality is a challenge and the right mix of rental
and homeownership housing.

2 White Paper on the HOME Program‐2015: NCSHA Resource Center 2/27/2015 by the HOME Advocacy Coalition
http://mesaaz.gov/residents/housing‐community‐development
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HOME’S IMPACT IN ARIZONA3
For over 20 years, the HOME Investment Partnerships Program (HOME) has been one of the most effective, locally
driven tools to help states and communities improve access to safe, decent, and affordable housing.

Why HOME Works
HOME is the only federal housing program exclusively focused on providing states and local communities with
flexible financing to address their most pressing affordable housing needs.

Successful Track Record. Since 1992, HOME has invested
$26.3 billion to help build and preserve nearly 1.2 million
affordable homes and to provide direct rental assistance to
more than 270,000 families. The HOME Coalition estimates
that this investment has supported nearly 1.5 million jobs and
generated $94.2 billion in local income.

HOME
in Arizona

Cost‐Effective. Every $1 of HOME leverages more than $4 in
additional investments. To date, HOME has leveraged an
additional $117 billion in public and private resources for a
total investment of $143 billion.

HOME funds invested

Targeted To Serve Those With The Greatest Needs. By law,
HOME is exclusively targeted to low‐income households
earning less than 80 percent of the Area Median Income,
including seniors, people with disabilities, families with
children, veterans, and people experiencing homelessness.

(1992‐2014)4*

$359.9 million
$1.96 billion

total leveraged investments

12,831

homes built or preserved

Unmatched Flexibility and Local Control. Communities
decide how to best use HOME funds to address a wide range
of housing needs, from homeownership and rental housing to
rehabilitation and rental assistance.

1,295

Serves All Communities. HOME is used in every
congressional district and in rural, suburban, and urban
communities alike.

20,023

Ensures The Success Of Other Federal Programs. HOME
plays a critical key role in ensuring the success of the Low
Income Housing Tax Credit and USDA Rural Housing
Programs.

$1.35 billion

3
4

families received rental
assistance

jobs supported

local income generated

The National Council of State Housing Agencies (NCSHA)
*Calculated using HUD data and National Association of REALTORS and National Association of Home Builders formulas.
http://mesaaz.gov/residents/housing‐community‐development
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CHAPTER III

New 2013 HOME Rule Overview

HUD published a Final Rule in the Federal Register on July 24, 2013 to amend the HOME Program
regulations. These amendments to the HOME regulations represent the most significant changes
to the HOME Program in 17 years. Please consult the 2013 HOME Final Rule page for the latest
guidance and resources on new requirements.
Overview of Key Changes Made to HOME Program Regulations
The final rule largely adopts the provisions in the proposed rule, but HUD did make certain changes to the
proposed regulatory provisions in response to public comments and further consideration of issues.
Additionally, HUD further clarified language in various regulatory provisions for which commenters
continued to indicate misunderstanding about the intent or meaning of the provision. Key changes made
at the final rule stage include the following:
 Amending the definition of “commitment” to reinforce that participating jurisdictions must not

commit HOME funds to a project in the Integrated Disbursement and Information System (IDIS) or in
a written agreement until all necessary financing has been secured, a budget and production schedule
established, and underwriting and subsidy layering completed; and clarifying, within that definition,
the meaning of commit to a specific local project;

 Permits a private nonprofit organization to qualify as a community housing development

organization if the organization is a wholly‐owned entity that is regarded as an entity separate from
its owner for tax purposes, the owner has a tax exemption ruling from the Internal Revenue under
section 501(c)(3) or (4) of the Internal Revenue Code of 1986 and the organization meets the
definition of “community housing development organization.”
 Removing the prohibition imposed on community housing development organizations from

occupying the office spaced owned by a government entity or a for‐profit parent organization.
 Permitting community housing development organizations to use consultants to demonstrate their

capacity, but only during the first year of the organization's participation as a community housing
development organization;

 Allowing community housing development organizations to become owners of rental housing that

they do not develop;

 Revising the definition of “homeownership” to include manufactured housing which is on land owned

by a not‐for‐profit cooperative if the homeowner is a member of the cooperative, by a not‐for‐profit
resident corporation, or by a similar type not‐for‐profit resident control organization;
 Revising the definition of “homeownership” to explicitly permit ground leases of 50 years or more for
community land trusts;
 Adopting a 12‐month timeframe for committing HOME funds for reconstruction of a unit that was

destroyed;

http://mesaaz.gov/residents/housing‐community‐development
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 Providing that designation of a HOME project as a single room occupancy unit must be consistent with

local zoning and building code classifications;
 Establishing the timeframe for income source documentation as 2 months;
 Making the cost of conducting unit inspections and determining the income of tenant‐based rental

assistance applicants or recipients an eligible project‐related soft cost;

 Permitting participating jurisdictions to count as match the value of the contribution, if the

contribution provides a direct financial benefit to the homebuyer, or the contribution, if the
contribution to the development of the homebuyer unit reduces the sales price of the unit or enables
the unit to be sold for less than the cost of development;
 Eliminating the requirement for separate written standards for methods and materials for new

construction projects;
 Eliminating the requirement for a minimum 15‐year useful life of major systems, and providing, in

lieu of such requirement, that the participating jurisdiction must estimate the remaining useful life of
major systems based on age and current condition of the systems and determine the necessary annual
replacement reserve contributions to facilitate system replacement at the appropriate time;

 Providing that the requirement for a current inspection of a unit is no earlier than 90 days before the

commitment of HOME assistance;
 Extending the timeframe for selling homebuyer units to 9 months from the completion of

construction; and

 Revising the description of the cumulative methodology that HUD uses to determine compliance with

the commitment, CHDO reservation, and expenditure deadlines to better present the method of
calculation in use.

Maximum Purchase Price for Single Family Housing5
With the HUD proposed revision to §§ 91.220 (l)(2)(iv) and 91.320(k)(2)(iv) to specifically require a
participating jurisdiction that calculates its own 95 percent of median purchase price for HOME‐assisted
homebuyer or owner‐occupied rehabilitation projects and to submit its calculated limit and supporting
documentation as part of its Consolidated Plan Annual Action Plan, PJs now have the option to use sales
price limits issued by HUD or calculate its own. The City of Mesa is using the HOME Homeownership
2016 95 percent median purchase price limits established by HUD for the Maricopa County, Phoenix‐
Mesa‐Glendale, AZ MSA.

5

https://www.hudexchange.info/resource/2312/home‐maximum‐purchase‐price‐after‐rehab‐value/
http://mesaaz.gov/residents/housing‐community‐development
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Proposed Funding and Project Selection Procedures
§§ 91.220 (l)(2)(v) and 91.320(k)(2)(v) of the Consolidated Plan regulations to require participating
jurisdictions to describe eligible applicants for HOME funds and describe their process for soliciting and
funding applications or proposals as part of its Consolidated Plan annual action plan.

Targeting of HOME Assistance to Subpopulations
§ 91.220(l)(2)(vi) and § 91.320(k)(2)(v) of the Consolidated Plan regulations permits participating
jurisdictions to limit HOME projects to specific populations, including to persons in a specific occupation
(e.g., artists, police officers, or teachers) and requiring that participating jurisdictions include these uses
in their Consolidated Plan Annual Action Plans.
Participating jurisdictions have broad authority to target their HOME funds to specific populations or
special needs groups, as long as such targeting does not have the intent or effect of violating civil rights
laws. Many participating jurisdictions have already undertaken HOME projects targeted to specific
occupational groups. The purpose of this proposed provision was to require that participating
jurisdictions make public their intention to target certain categories of persons for housing assistance
through the Consolidated Plan citizen participation process.

§92.3

Applicability of Key 2013 Regulatory Changes.

The regulations of this part, as revised by final rule published on July 24, 2013 are applicable to projects
for which HOME funds are committed on or after August 23, 2013, with the exception of the following
provisions;
(a) Section 92.2, for the definition of commitment, the change which eliminates reservations of funds that
are not project‐specific to CHDOs as a commitment will be applicable on October 22, 2013 and will be
implemented by HUD for deadlines that occur on or after January 1, 2015;
(b) Section 92.251, Property Standards, will apply to projects to which funds are committed on or after
January 24, 2015;
(c) Section 92.254(f). Homebuyer program policies, for written policies related to underwriting,
responsible lending, and refinancing, will be applicable on January 24, 2014;
(d) Section 92.500(d)(1)(C), establishing the separate 5‐year deadline for expenditure of CHDO set‐aside
funds will be applicable on January 1, 2015 and will be implemented by HUD for all deadlines that occur
on or after that date; and
(e) Section 92.504(a), for written policies, procedures, and systems, will be applicable on July 24, 2014.
(f) Section 92.504(d)(2), for financial oversight of projects assisted with HOME funds, will be applicable
on July 24, 2014.

http://mesaaz.gov/residents/housing‐community‐development
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The City of Mesa (PJ) Housing and Community Development (HCD) is ultimately responsible for the day‐
to‐day management and oversight of its HOME program in accordance with §92.504(a). Consequently,
the PJ must ensure that individuals responsible for entering data in IDIS are provided the appropriate
documentation or written approval from the appropriate staff responsible for compliance to confirm that
these reviews have been conducted. PJs should be aware that false or fraudulent statements or claims
made in IDIS in regard to the PJ’s certification that these assessments have been conducted are subject to
criminal or civil penalties.
2013 HOME Rule Requirements— Project Assessment Requirements. The same project assessment
requirements—underwriting the project, assessing the developer’s capacity and fiscal soundness, and
assessing the current market demand for the project—are included as provisions in the 2013 HOME Rule,
at §92.250(b).
PJs must ensure that these project assessment requirements are met for any project to which funds are
committed on or after August 23, 2013.
The PJ must ensure that these requirements have been met before executing the written agreement
committing funds to the project. PJs will continue to certify to compliance with these requirements in
accordance with bullet (iv) of the HOME Activity Funding Certification in IDIS (see above).

http://mesaaz.gov/residents/housing‐community‐development
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2013 Final HOME Rule
§92.2 Definitions.
The terms 1937 Act, ALJ, Fair Housing Act, HUD, Indian Housing Authority (IHA), Public housing, Public
Housing Agency (PHA), and Secretary are defined in 24 CFR 5.100.
Act means the HOME Investment Partnerships Act at title II of the Cranston‐Gonzalez National Affordable
Housing Act, as amended, 42 U.S.C. 12701 et seq.
ADDI funds means funds made available under subpart M through allocations and reallocations.
Adjusted income. See §92.203.
Annual income. See §92.203.
CDBG program means the Community Development Block Grant program under 24 CFR part 570.
Certification shall have the meaning provided in section 104(21) of the Cranston‐Gonzalez National
Affordable Housing Act, as amended, 42 U.S.C. 12704.
Commitment means:
(1) The participating jurisdiction has executed a legally binding written agreement (that includes the date
of the signature of each person signing the agreement) with a State recipient, a subrecipient, or a
contractor to use a specific amount of HOME funds to produce affordable housing, provide downpayment
assistance, or provide tenant‐based rental assistance; or has met the requirements to commit to a specific
local project, as defined in paragraph (2) of this definition. (See §92.504(c) for minimum requirements
for a written agreement.) An agreement between the participating jurisdiction and a subrecipient that is
controlled by the participating jurisdiction (e.g., an agency whose officials or employees are official or
employees of the participating jurisdiction) does not constitute a commitment. An agreement between
the representative unit and a member unit of general local government of a consortium does not
constitute a commitment.
(2) Commit to a specific local project means:
(i) If the project consists of rehabilitation or new construction (with or without acquisition) the
participating jurisdiction (or State recipient or sub recipient) and project owner have executed a written
legally binding agreement under which HOME assistance will be provided to the owner for an identifiable
project for which all necessary financing has been secured, a budget and schedule have been established,
and underwriting has been completed and under which construction is scheduled to start within twelve
months of the agreement date. If the project is owned by the participating jurisdiction or State recipient,
the project has been set up in the disbursement and information system established by HUD, and
construction can reasonably be expected to start within twelve months of the project set‐up date.

http://mesaaz.gov/residents/housing‐community‐development
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(ii)(A) If the project consists of acquisition of standard housing and the participating jurisdiction (or State
recipient or subrecipient) is acquiring the property with HOME funds, the participating jurisdiction (or
State recipient or subrecipient) and the property owner have executed a legally binding contract for sale
of an identifiable property and the property title will be transferred to the participating jurisdiction (or
State recipient or subrecipient) within six months of the date of the contract.
(B) If the project consists of acquisition of standard housing and the participating jurisdiction (or State
recipient or subrecipient) is providing HOME funds to a family to acquire single family housing for
homeownership or to a purchaser to acquire rental housing, the participating jurisdiction (or State
recipient or subrecipient) and the family or purchaser have executed a written agreement under which
HOME assistance will be provided for the purchase of the single family housing or rental housing and the
property title will be transferred to the family or purchaser within six months of the agreement date.
(iii) If the project consists of tenant‐based rental assistance, the participating jurisdiction (or State
recipient, or subrecipient) has entered into a rental assistance contract with the owner or the tenant in
accordance with the provisions of §92.209.
Community housing development organization means a private nonprofit organization that:
(1) Is organized under State or local laws;
(2) Has no part of its net earnings inuring to the benefit of any member, founder, contributor, or
individual;
(3) Is neither controlled by, nor under the direction of, individuals or entities seeking to derive profit or
gain from the organization. A community housing development organization may be sponsored or
created by a for‐profit entity, but:
(i) The for‐profit entity may not be an entity whose primary purpose is the development or management
of housing, such as a builder, developer, or real estate management firm.
(ii) The for‐profit entity may not have the right to appoint more than one‐third of the membership of the
organization's governing body. Board members appointed by the for‐profit entity may not appoint the
remaining two‐thirds of the board members;
(iii) The community housing development organization must be free to contract for goods and services
from vendors of its own choosing; and
(iv) The officers and employees of the for‐profit entity may not be officers or employees of the
community housing development organization.
(4) Has a tax exemption ruling from the Internal Revenue Service under section 501(c)(3) or (4) of the
Internal Revenue Code of 1986 (26 CFR 1.501(c)(3)‐1 or 1.501(c)(4)‐1)), is classified as a subordinate of
a central organization non‐profit under section 905 of the Internal Revenue Code of 1986, or if the
private nonprofit organization is an wholly owned entity that is disregarded as an entity separate from its
owner for tax purposes (e.g., a single member limited liability company that is wholly owned by an

http://mesaaz.gov/residents/housing‐community‐development
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organization that qualifies as tax‐exempt), the owner organization has a tax exemption ruling from the
Internal Revenue Service under section 501(c)(3) or (4) of the Internal Revenue Code of 1986 and meets
the definition of “community housing development organization;”
(5) Is not a governmental entity (including the participating jurisdiction, other jurisdiction, Indian tribe,
public housing authority, Indian housing authority, housing finance agency, or redevelopment authority)
and is not controlled by a governmental entity. An organization that is created by a governmental entity
may qualify as a community housing development organization; however, the governmental entity may
not have the right to appoint more than one‐third of the membership of the organization's governing
body and no more than one‐ third of the board members may be public officials or employees of
governmental entity. Board members appointed by a governmental entity may not appoint the remaining
two‐thirds of the board members. The officers or employees of a governmental entity may not be officers
or employees of a community housing development organization;
(6) Has standards of financial accountability that conform to 2 CFR 200.302, ‘Financial Management’ and
2 CFR 200.303, ‘Internal Controls;’
(7) Has among its purposes the provision of decent housing that is affordable to low‐income and
moderate‐income persons, as evidenced in its charter, articles of incorporation, resolutions or by‐laws;
(8) Maintains accountability to low‐income community residents by:
(i) Maintaining at least one‐third of its governing board's membership for residents of low‐income
neighborhoods, other low‐income community residents, or elected representative of low‐income
neighborhood organizations. For urban areas, “community” may be a neighborhood or neighborhoods,
city, county or metropolitan area; for rural areas, it may be a neighborhood or neighborhoods, town,
village, county, or multi‐county area (but not the entire State); and
(ii) Providing a formal process for low‐income program beneficiaries to advise the organization in its
decisions regarding the design, siting, development, and management of affordable housing;
(9) Has a demonstrated capacity for carrying out housing projects assisted with HOME funds. A
designated organization undertaking development activities as a developer or sponsor must satisfy this
requirement by having paid employees with housing development experience who will work on projects
assisted with HOME funds. For its first year of funding as a community housing development
organization, an organization may satisfy this requirement through a contract with a consultant who has
housing development experience to train appropriate key staff of the organization. An organization that
will own housing must demonstrate capacity to act as owner of a project and meet the requirements of
§92.300(a)(2). A nonprofit organization does not meet the test of demonstrated capacity based on any
person who is a volunteer or whose services are donated by another organization; and
(10) Has a history of serving the community within which housing to be assisted with HOME funds is to
be located. In general, an organization must be able to show one year of serving the community before
HOME funds are reserved for the organization. However, a newly created organization formed by local
churches, service organizations or neighborhood organizations may meet this requirement by
demonstrating that its parent organization has at least a year of serving the community.
Consolidated plan means the plan submitted and approved in accordance with 24 CFR part 91.
http://mesaaz.gov/residents/housing‐community‐development
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Displaced homemaker means an individual who:
(1) Is an adult;
(2) Has not worked full‐time full‐year in the labor force for a number of years but has, during such years,
worked primarily without remuneration to care for the home and family; and
(3) Is unemployed or underemployed and is experiencing difficulty in obtaining or upgrading
employment.
Family has the same meaning given that term in 24 CFR 5.403.
First‐time homebuyer means an individual and his or her spouse who have not owned a home during the
three‐year period prior to purchase of a home with assistance under the American Dream Downpayment
Initiative (ADDI) described in subpart M of this part. The term first‐time homebuyer also includes an
individual who is a displaced homemaker or single parent, as those terms are defined in this section. An
individual shall not be excluded from consideration as a first‐time homebuyer on the basis that the
individual owns or owned, as a principal residence during the three‐year period, a dwelling unit whose
structure is not permanently affixed to a permanent foundation in accordance with local or other
applicable regulations or is not in compliance with State, local, or model building codes, or other
applicable codes, and cannot be brought into compliance with the codes for less than the cost of
constructing a permanent structure.
HOME funds means funds made available under this part through allocations and reallocations, plus
program income.
Homeownership means ownership in fee simple title in a 1‐ to 4‐unit dwelling or in a condominium unit,
or equivalent form of ownership approved by HUD.
(1) The land may be owned in fee simple or the homeowner may have a 99‐year ground lease.
(i) For housing located in the insular areas, the ground lease must be 40 years or more.
(ii) For housing located on Indian trust or restricted Indian lands or a Community Land Trust, the ground
lease must be 50 years or more.
(iii) For manufactured housing, the ground lease must be for a period at least equal to the applicable
period of affordability in §92.254.
(2) Right to possession under a contract for deed, installment contract, or land contract (pursuant to
which the deed is not given until the final payment is made) is not an equivalent form of ownership.
(3) The ownership interest may be subject only to the restrictions on resale required under §92.254(a);
mortgages, deeds of trust, or other liens or instruments securing debt on the property as approved by the
participating jurisdiction; or any other restrictions or encumbrances that do not impair the good and
marketable nature of title to the ownership interest.
http://mesaaz.gov/residents/housing‐community‐development
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(4) The participating jurisdiction must determine whether or not ownership or membership in a
cooperative or mutual housing project constitutes homeownership under State law; however, if the
cooperative or mutual housing project receives Low Income Housing Tax Credits, the ownership or
membership does not constitute homeownership.
Household means one or more persons occupying a housing unit.
Housing includes manufactured housing and manufactured housing lots, permanent housing for disabled
homeless persons, transitional housing, single‐room occupancy housing, and group homes. Housing also
includes elder cottage housing opportunity (ECHO) units that are small, free‐ standing, barrier‐free,
energy‐efficient, removable, and designed to be installed adjacent to existing single‐family dwellings.
Housing does not include emergency shelters (including shelters for disaster victims) or facilities such as
nursing homes, convalescent homes, hospitals, residential treatment facilities, correctional facilities,
halfway houses, housing for students, or dormitories (including farmworker dormitories).
Insular areas means Guam, the Northern Mariana Islands, the United States Virgin Islands, and American
Samoa.
Jurisdiction means a State or unit of general local government.
Low‐income families means families whose annual incomes do not exceed 80 percent of the median
income for the area, as determined by HUD, with adjustments for smaller and larger families, except that
HUD may establish income ceilings higher or lower than 80 percent of the median for the area on the
basis of HUD findings that such variations are necessary because of prevailing levels of construction costs
or fair market rents, or unusually high or low family incomes. An individual does not qualify as a low‐
income family if the individual is a student who is not eligible to receive Section 8 assistance under 24
CFR 5.612.
Metropolitan city has the meaning given the term in 24 CFR 570.3.
Neighborhood means a geographic location designated in comprehensive plans, ordinances, or other local
documents as a neighborhood, village, or similar geographical designation that is within the boundary
but does not encompass the entire area of a unit of general local government; except that if the unit of
general local government has a population under 25,000, the neighborhood may, but need not,
encompass the entire area of a unit of general local government.
Participating jurisdiction means a jurisdiction (as defined in this section) that has been so designated by
HUD in accordance with §92.105.
Person with disabilities means a household composed of one or more persons, at least one of whom is an
adult, who has a disability.

(1) A person is considered to have a disability if the person has a physical, mental, or emotional
impairment that:
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(i) Is expected to be of long‐continued and indefinite duration;
(ii) Substantially impedes his or her ability to live independently; and
(iii) Is of such a nature that such ability could be improved by more suitable housing conditions.
(2) A person will also be considered to have a disability if he or she has a developmental disability, which
is a severe, chronic disability that:
(i) Is attributable to a mental or physical impairment or combination of mental and physical
impairments;
(ii) Is manifested before the person attains age 22;
(iii) Is likely to continue indefinitely;
(iv) Results in substantial functional limitations in three or more of the following areas of major life
activity: self‐care, receptive and expressive language, learning, mobility, self‐direction, capacity for
independent living, and economic self‐sufficiency; and
(v) Reflects the person's need for a combination and sequence of special, interdisciplinary, or generic
care, treatment, or other services that are of lifelong or extended duration and are individually planned
and coordinated. Notwithstanding the preceding provisions of this definition, the term “person with
disabilities” includes two or more persons with disabilities living together, one or more such persons
living with another person who is determined to be important to their care or well‐being, and the
surviving member or members of any household described in the first sentence of this definition who
were living, in a unit assisted with HOME funds, with the deceased member of the household at the time
of his or her death.
Program income means gross income received by the participating jurisdiction, State recipient, or a
subrecipient directly generated from the use of HOME funds or matching contributions. When program
income is generated by housing that is only partially assisted with HOME funds or matching funds, the
income shall be prorated to reflect the percentage of HOME funds used. Program income includes, but is
not limited to, the following:
(1) Proceeds from the disposition by sale or long‐term lease of real property acquired, rehabilitated, or
constructed with HOME funds or matching contributions;
(2) Gross income from the use or rental of real property, owned by the participating jurisdiction, State
recipient, or a subrecipient, that was acquired, rehabilitated, or constructed, with HOME funds or
matching contributions, less costs incidental to generation of the income (Program income does not
include gross income from the use, rental or sale of real property received by the project owner,
developer, or sponsor, unless the funds are paid by the project owner, developer, or sponsor to the
participating jurisdiction, subrecipient or State recipient);
(3) Payments of principal and interest on loans made using HOME funds or matching contributions;
(4) Proceeds from the sale of loans made with HOME funds or matching contributions;
http://mesaaz.gov/residents/housing‐community‐development
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(5) Proceeds from the sale of obligations secured by loans made with HOME funds or matching
contributions;
(6) Interest earned on program income pending its disposition; and
(7) Any other interest or return on the investment permitted under §92.205(b) of HOME funds or
matching contributions.
Project means a site or sites together with any building (including a manufactured housing unit) or
buildings located on the site(s) that are under common ownership, management, and financing and are to
be assisted with HOME funds as a single undertaking under this part. The project includes all the
activities associated with the site and building. For tenant‐based rental assistance, project means
assistance to one or more families.
Project completion means that all necessary title transfer requirements and construction work have been
performed; the project complies with the requirements of this part (including the property standards
under §92.251); the final drawdown of HOME funds has been disbursed for the project; and the project
completion information has been entered into the disbursement and information system established by
HUD, except that with respect to rental housing project completion, for the purposes of §92.502(d) of this
part, project completion occurs upon completion of construction and before occupancy. For tenant‐based
rental assistance, project completion means the final drawdown has been disbursed for the project.
Reconstruction means the rebuilding, on the same lot, of housing standing on a site at the time of project
commitment, except that housing that was destroyed may be rebuilt on the same lot if HOME funds are
committed within 12 months of the date of destruction. The number of housing units on the lot may not
be decreased or increased as part of a reconstruction project, but the number of rooms per unit may be
increased or decreased. Reconstruction also includes replacing an existing substandard unit of
manufactured housing with a new or standard unit of manufactured housing. Reconstruction is
rehabilitation for purposes of this part.
Single family housing means a one‐to four‐family residence, condominium unit, cooperative unit,
combination of manufactured housing and lot, or manufactured housing lot.
Single parent means an individual who:
(1) Is unmarried or legally separated from a spouse; and
(2) Has one or more minor children of whom the individual has custody or joint custody, or is pregnant.
Single room occupancy (SRO) housing means housing (consisting of single‐ room dwelling units) that is
the primary residence of its occupant or occupants. The unit must contain either food preparation or
sanitary facilities (and may contain both) if the project consists of new construction, conversion of
nonresidential space, or reconstruction. For acquisition or rehabilitation of an existing residential
structure or hotel, neither food preparation nor sanitary facilities are required to be in the unit. If the
units do not contain sanitary facilities, the building must contain sanitary facilities that are shared by
tenants. A project's designation as an SRO cannot be inconsistent with the building's zoning and building
code classification.
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State means any state of the United States, the District of Columbia, the Commonwealth of Puerto Rico, or
any agency or instrumentality thereof that is established pursuant to legislation and designated by the
chief executive officer to act on behalf of the state with regard to the provisions of this part; however, for
purposes of the American Dream Downpayment Initiative (ADDI) described in subpart M of this part, the
term “state” does not include the Commonwealth of Puerto Rico (except for FY2003 ADDI funds).
State recipient. See §92.201(b)(2).
Subrecipient means a public agency or nonprofit organization selected by the participating jurisdiction to
administer all or some of the participating jurisdiction's HOME programs to produce affordable housing,
provide downpayment assistance, or provide tenant‐based rental assistance. A public agency or nonprofit
organization that receives HOME funds solely as a developer or owner of a housing project is not a
subrecipient. The participating jurisdiction's selection of a subrecipient is not subject to the procurement
procedures and requirements.
Tenant‐based rental assistance is a form of rental assistance in which the assisted tenant may move from
a dwelling unit with a right to continued assistance. Tenant‐based rental assistance under this part also
includes security deposits for rental of dwelling units.
Transitional housing means housing that:
(1) Is designed to provide housing and appropriate supportive services to persons, including (but not
limited to) deinstitutionalized individuals with disabilities, homeless individuals with disabilities, and
homeless families with children; and
(2) Has as its purpose facilitating the movement of individuals and families to independent living within a
time period that is set by the participating jurisdiction or project owner before occupancy.
Uniform Physical Condition Standards (UPCS) means uniform national standards established by HUD
pursuant to 24 CFR 5.703 for housing that is decent, safe, sanitary, and in good repair. Standards are
established for inspectable items for each of the following areas: site, building exterior, building systems,
dwelling units, and common areas.
Unit of general local government means a city, town, township, county, parish, village, or other general
purpose political subdivision of a State; a consortium of such political subdivisions recognized by HUD in
accordance with §92.101; and any agency or instrumentality thereof that is established pursuant to
legislation and designated by the chief executive to act on behalf of the jurisdiction with regard to
provisions of this part. When a county is an urban county, the urban county is the unit of general local
government for purposes of the HOME Investment Partnerships Program.
Urban county has the meaning given the term in 24 CFR 570.3.
Very low‐income families means low‐ income families whose annual incomes do not exceed 50 percent of
the median family income for the area, as determined by HUD with adjustments for smaller and larger
families, except that HUD may establish income ceilings higher or lower than 50 percent of the median
for the area on the basis of HUD findings that such variations are necessary because of prevailing levels of
construction costs or fair market rents, or unusually high or low family incomes. An individual does not
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qualify as a very low‐income family if the individual is a student who is not eligible to receive Section 8
assistance under 24 CFR 5.612.
[61 FR 48750, Sept. 16, 1996, as amended at 67 FR 61755, Oct. 1, 2002; 69 FR 16765, Mar. 30, 2004; 72
FR 16685, Apr. 4, 2007; 78 FR 44664, July 24, 2013; 80 FR 75934, Dec. 7, 2015]

Supplemental Definitions
Conflict of Interest‐ Conflicts prohibited. No persons who exercise or have exercised any functions or
responsibilities with respect to activities assisted with HOME funds;
or who are in a position to participate in a decision‐making process or gain inside information with
regard to these activities may obtain a financial interest;
or financial benefit from a HOME‐assisted activity;
or have a financial interest in any contract, subcontract, or agreement with respect to the HOME‐assisted
activity;
or the proceeds from such activity, either for themselves or those with whom they have business or
immediate family ties, during their tenure or for one year thereafter. Immediate family ties include
(whether by blood, marriage or adoption) the spouse, parent (including a stepparent), child (including a
stepchild), brother, sister (including a stepbrother or stepsister), grandparent, grandchild, and in‐laws of
a covered person;
or has a non arms‐length relationship in a business transaction, between business relationships in a
transaction or project development or activity; or financial interest in more than one relationship,
business transaction or project development or activity, business, partnership, corporation, or any other
enterprising entity.
A disclosure of the nature of the conflict and disclosure of the conflict must be made at the time of
application and/or as immediately upon discovering the conflict (including any non arms‐length
relationships).
END DEFINIITIONS6

6 Definitions published September 28, 2016 at http://www.ecfr.gov/cgi‐

bin/retrieveECFR?gp=&SID=55ed1728586028da0ed8f3302b159e91&mc=true&n=pt24.1.92&r=PART&ty=HTML
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CHAPTER – IV CITY OF MESA, ARIZONA HOME PROGRAM
Overview
The City of Mesa receives funds from the U.S. Department of Housing and Urban Development (HUD) as a
Participating Jurisdiction (PJ) and the Department of Housing and Community Development (HCD) is the
City department responsible for the management and administration of Community Planning
Development grants from the HUD including the HOME program. HCD facilitates an annual application
process for projects and programs under the CDBG, ESG, NSP, HOME and Human Services Programs.
The HCD distributes HOME funds among different categories of housing need, according to the priorities
of housing need identified in its approved consolidated plan. The City of Mesa only invests HOME funds
in eligible projects within its C i t y o f M e s a boundaries, or in joint projects within the boundaries of
contiguous local jurisdictions, which serve residents from both jurisdictions.
All applications are reviewed competitively. For the 2017‐2018 program year, and subject to fund
availability, HOME funding applications are solicited on an “open‐round” basis, with the exception of
Low‐Income Housing Tax Credit (LIHTC) project applications.
All LIHTC projects, whether or not seeking funding or project support from the City of Mesa must give the
City’s Housing and Community Development Office NOTICE OF INTENT TO APPLY FOR LIHTC TAX
CREDITS and complete the LIHTC Project Profile Brief for public review/comment, and submission to City
Council for consideration.
Before committing funds to a project, the applications are evaluated for program compliance, and
particularly compliance under §92.2 and §92.250, projects undergo risk assessments and final
underwriting to ensure program compliance and that the project will not invest any more HOME funds
than is necessary to provide affordable housing.
The competitive selection criteria for projects will be published at the time applications are solicited.
The following are the principal means by which the HCD describes the investment of HOME funds and
provides administrative guidance:








The Housing and Community Development Consolidated Plan
The Housing and Community Development Annual Action Plan
HCD Application Guidelines
HOME Administration Manual
Dept. of HUD HOME Program Training and Workshops
Guidance from Dept. of HUD HOME Program Representatives

The City of Mesa (as a Participating Jurisdiction – “PJ”) may choose among a broad range of eligible
activities, using HOME funds to provide home purchase or rehabilitation financing assistance to eligible
homeowners and new homebuyers; build or rehabilitate housing for rent or ownership; or for "other
reasonable and necessary expenses related to the development of non‐luxury housing," including site
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acquisition or improvement, demolition of dilapidated housing to make way for HOME‐assisted
development, and payment of relocation expenses.
In addition, the City of Mesa will use HOME funds to provide tenant‐based rental assistance contracts of
up to 2 years if such activity is consistent with its Consolidated Plan and justified under local market
conditions. This assistance may be renewed (conditions apply).
Up to 10 percent (10%) of the City’s annual allocation may be used for program planning and
administration.
HOME‐assisted rental housing must comply with certain rent limitations. HOME rent limits are published
each year by HUD.
The program also establishes maximum per unit subsidy limits7 and maximum purchase‐price limits.
The HCD invests HOME funds in the following housing activities:









Homebuyer Activities: Finance the acquisition and/or rehabilitation or new
construction of homes for homebuyers and homeownership
Rental Housing: Affordable rental housing may be acquired and/or rehabilitated, or
constructed.
Tenant Based Rental Assistance (TBRA)
Community Housing Development Organizations (CHDO) – a designation by the HCD
of a private, non‐profit organization that meets a strict criteria of qualifications. The
HCD invests a minimum of 15 percent of its annual allocation of HOME funds for
housing owned, developed or sponsored by CHDOs.
Subrecipients – a public agency or non‐profit organization selected by the HCD to
administer a portion of the HOME Program. Subrecipients undertake service activity
programs. Project activities are ineligible as a subrecipient activity.
Developers, Owners and Sponsors – nonprofit and for‐profit entities participating in
the HOME Program as owners, developers and sponsors of housing.

All HOME funds must be used to benefit families and individuals who qualify as low‐income at or below
80 percent of area median income. The HOME program provides the City of Mesa with the discretion to
determine the type of housing product in which they will invest, the location of these investments, and
the segment of their population that will be housed through these investments.

7

CPD Notice 15‐003: Interim Policy on Maximum Per‐Unit Subsidy Limits for the HOME Program
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City of Mesa HOME PJ High Cost Percentage is>240%
Bedrooms

0 BR
1 BR
2 BR
3 BR
4+ BR

Mesa, AZ–HCP of 258%
Section 234
Section 234 Basic
Basic(Non(Elevator-type) Limit
Elevator-type)
$55,474
$58,378
$63,962
$66,923
$77,140
$81,377
$98,742
$105,276
$110,002
$115,560

HCP

240%
240%
240%
240%
240%

HOME Maximum
Per-Unit Subsidy Limit
$140,107.20
$160,615.20
$195,304.80
$252,662.40
$277,344.00

https://www.hudexchange.info/resource/2315/home‐per‐unit‐subsidy/

HOME Homeownership Sales Price Limits – FY 2016
Existing Homes

New Construction

$185,000.00

$228,000.00
Updated April 2016

https://www.hudexchange.info/resource/2312/home-maximum-purchase-price-after-rehab-value/

Match Requirement8
Some special conditions apply to the use of HOME funds. Every dollar of HOME funds used (except for
administrative costs and CHDO predevelopment loans for projects that do not move forward) must be
matched with 25 cents from a nonfederal sources, which may include donated materials or labor, the
value of donated property, proceeds from bond financing, and other resources.

15% Set‐Aside
In addition, the City of Mesa must reserve at least 15 percent of its allocations to fund housing to be
owned, developed, or sponsored by experienced, community‐driven nonprofit groups designated as
Community Housing Development Organizations (CHDOs).

24 Month Commitment Requirement
PJs have two years (2) to commit funds (including funds set‐aside for CHDOs).

The match requirement may be reduced if the PJ is distressed or has suffered a Presidentially declared
disaster.

8
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Expenditure Requirement
PJs have five years (5) to spend funds.

Project Completion Requirement.
PJs have four years (4) to complete a project activity.

Long Term Affordability
The HOME Program imposes affordability requirements that must be met well beyond the initial
investment of HOME funds. For rental properties, the HOME rules require ongoing monitoring of rents,
tenant incomes, and property standards throughout the period of affordability. For‐sale housing is
generally secured through self‐enforcing legal mechanisms, but may also require periodic PJ monitoring,
to ensure occupancy as the owner’s principal residence.
The City of Mesa shall ensure that HOME‐funded housing units remain affordable in the long term (20
years for new construction of rental housing; 5‐15 years for construction of homeownership housing and
housing rehabilitation, depending on the amount of HOME subsidy).
To ensure investments provide affordable housing over the long term, rent and occupancy restrictions
continue throughout the period of affordability.
The minimum length of an affordability period depends on the amount of the HOME investment in
the property and the nature of the activity:

HOME Funding Amount

Minimum period of
affordability in years

Rehabilitation or acquisition of existing housing per unit amount of
HOME funds: Under $15,000

5

$15,000 to $40,000

10

Over $40,000 or rehabilitation involving refinancing

15

New construction or acquisition of newly constructed housing

20

City of Mesa PJ Commitment Compliance:
HCD shall evaluate the readiness of each HOME project before setting it up in IDIS to ensure compliance
with the four‐year completion requirement. An example of the evaluation includes, but is not limited to,
the following:
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 Project site and vertical architectural development plans
 Budget Costs (Hard and soft) are evaluated for reasonable and necessary cost, including sub‐
proposals, cut‐sheets, etc.
 Sources and Uses of Funds are analyzed for leveraging
 25% HOME funding match requirement source(s)
 For‐Sale Proforma
 Rental Operating budget (long term forecasting based upon the affordability term, or LIHTC
terms)
 Capital Needs Assessment (CNA)
 Subsidy Layering Review
 Cost Allocation
 Section 3 Plan Review
 M/WBE Utilization Plan and Good Faith Efforts Review
 Project Construction Schedule
 Project risk assessment and underwriting
Project Tracking. HCD uses internal process to track all HOME projects and programs a project’s four‐
year completion deadline based on the date of the executed written agreement. In addition, HCD shall:
 Review the reports HUD posts each month on the HOME Reports website;
 Evaluate the readiness of each project before setting it up in IDIS as a HOME activity under the
Consolidated Plan/Annual Action Plan Project to ensure compliance with the four‐year
completion requirement.

Eligible Beneficiaries
The eligibility of households for HOME assistance varies with the nature of the funded activity.
For rental housing and rental assistance:
 At least 90 percent of benefiting families must have incomes that are no more than 60 percent of
the HUD‐adjusted median family income for the area.
 In rental projects with five or more assisted units, at least 20% of the units must be occupied by
families with incomes that do not exceed 50% of the HUD‐adjusted median.

 The incomes of households receiving HUD assistance must not exceed 80 percent of the area
median. HOME income limits are published each year by HUD.
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CHAPTER – V Dept. of Housing & Community Development
Operating Policy and Procedures
The City of Mesa HCD of Housing and Community Development adopts the following policies and
operational guidelines for the performance and program delivery of its HOME Program. Significant
changes have been adopted as required for compliance under the 2013 amended rule changes under the
HOME Program (2013 Final HOME Program Rule).
These policies and procedures shall be incorporated in all contractual agreements for all HOME funded
projects, programs and subrecipient service providers. Please note, that the City’s Tenant Based Rental
Assistance Program (TBRA) administered by the City of Mesa Housing Authority shall be governed by
Federal or State housing authority regulations and laws in its operational guidance.
Operational details for each program are set forth under the Application & Guidelines for each program.
The guidelines, policies and procedures set forth herein are abridged to the HOME Program rules and
regulations and are not intended to replace the program rule. Complete 2013 HOME Program Final Rule
can be found at:

http://portal.hud.gov/hudportal/HUD?src=/program_offices/comm_planning/affordablehousing/programs/home

General Eligibility Requirements
Eligible Activities
HOME funds may be used to provide incentives to develop and support affordable rental housing and
homeownership affordability.
The City of Mesa provides a number of eligible forms, including loans, advances, equity investments,
interest subsidies and other forms of investment that HUD approves including assistance to homebuyers,
single‐family, multi‐family, new construction, reconstruction, or rehabilitation of non‐luxury housing
with suitable amenities, real property acquisition (as part of a housing development project), site
improvements, conversion, demolition, and other expenses, including financing costs, relocation
expenses of any displaced persons, families, businesses, or organizations; to provide tenant‐based rental
assistance, including security deposits; to provide payment of reasonable administrative and planning
costs; and to provide for the payment of operating expenses of community housing development
organizations. The housing must be permanent or transitional housing.

Compliance with the Consolidated Plan
All activities to be undertaken by the City are set forth in the 5 year Consolidated Plan and specific project
activity for the current program year are set forth in the Annual Action Plan. §92.608 and
http://www.ecfr.gov/cgi-bin/text-idx?tpl=/ecfrbrowse/Title24/24cfr91_main_02.tpl.
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Affordable Housing Production and Development Projects

§92.205

**All housing supported with HOME funds must be permanent or transitional housing.
Generally, all HOME program funded activity shall be for the purpose of producing affordable housing
units. Therefore, any activity funded with HOME Program funds that does not result in affordable
housing unit(s) shall be deemed in noncompliance.
HOME funds may be used to develop and support affordable housing9 (rental and homeownership)
affordability through:
 Acquisition (including assistance to homebuyers)
 New construction (includes adding additional units to an existing structure)
 Reconstruction, or rehabilitation of non‐luxury housing with suitable amenities including
related costs such as:
 Real property acquisition
 Site improvements
 Demolition; and
 Other eligible expenses including financing costs, relocation expenses of any displaced persons,
families, businesses or organizations
 Tenant‐based rental assistance to eligible household(s), including security deposits;
 Operating expenses of community housing development organizations (Conditions apply).
Warning: A HOME assisted project that is terminated before completion, either voluntarily or
otherwise, constitutes an ineligible activity and will be subject to recapture.

9

All housing supported with HOME funds must be permanent or transitional housing.
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HOME Project Activity Types10
The HOME regulations permit a wide variety of affordable housing development activities. Some of the
basic eligible HOME activities include:

Homebuyer
Activites

Homeowner
Rehabilitation

Rental Housing
Development

Other
Housing
Development
Activites
Tenant-Based
Rental
Assistance

•HOME funds can be used for the following homeownership
activites:
•Homeownership assistance‐Providing financial assistance for
eligible homebuyers to purchase homes; or
•Financing for the Acquisition and/or rehabilitation or new
construction of homes for sale to eligible homebuyers.

•HOME funds may be used to assist existing owner‐occupants
with:
•Repair
•Rehabilitation; or
•Reconstruction of their homes

•Affordable rental housing may be:
•Acquired
•and/or Rehabilitation; or
•Constructed

•Additional affordable housing activites eligible with providing
Homeownership Assistance, Purchase, New Construction or
Rehabilitation:
•Demolition
•Fair Housing Counseling
•Remediation of Lead Paint
•Provide financial assistance for:
•Rent
•Security Deposits
•Utility Deposits**
• **Assistance for utility deposits may only be provided in
conjunction with a TBRA security deposit or monthly rental
assistance program.

10HOME

Program Eligible Activities: 24 CFR 92.205 http://www.ecfr.gov/cgi‐
bin/retrieveECFR?gp=&SID=34fa0e72d991f7ee295b520b1c762fdf&mc=true&n=pt24.1.92&r=PART&ty=HTML#se24.1.92_1205
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Eligible Properties:
 1‐4 Single family unit homes
 Condominiums/Cooperatives
 Group Homes
 Transitional Housing & Single Room Occupancy Units
 Permanent Supportive Housing
 May be one or more buildings on a single site, but project must be assisted with HOME
funds as a single undertaking.

Funding Assistance Parameters11:
City of Mesa HOME funds are provided through loans
 Funds may not be used on any eligible activities that cannot get underway within
12months of being committed.
 Funds may NOT be used to pay for any cost that is not eligible under the HOME program at
92.206 and 209, including delinquent taxes, fees or charges on properties to be assisted.
 Development of homeownership units were there is not a considerable market study
illustrating demand for homeownership housing will not be supported with HOME funds.

Minimum Amount of Assistance 24 CFR 92.205(c)

& §92.250

The minimum amount of HOME funds that must be invested in a project involving rental housing or
homeownership is $1,000 times the number of HOME‐assisted units in the project.
1. Applications must include an investment of $1,000 in HOME funds per HOME unit.
 Projects Containing both HOME and Non‐Home Units: HOME funds may be used to assist
one or more housing units in a multi‐unit project that contains other non‐Home units.
However, the following additional restrictions apply:
a. Only the actual HOME eligible development costs may be supported by the HOME program.
b. Actual Costs can be determined by the following:
 If the assisted and non‐assisted units are not comparable (non‐ HOME units may contain
luxury materials, for example) the actual costs may be determined based on a method of cost
allocation.

All costs must be reasonable and necessary to the development of the project or program. HCD uses Industry
Standards Best Methods, Practices (AIA/AGC) & Cost as its cost basis, adjusted for local market conditions for
material, labor and professional services. For budget formats (Hard & TDC), we use the CSI 16 Division format.
11
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 If the assisted and non‐assisted units are comparable in terms of size, features and number of
bedrooms, the actual cost of the HOME‐ assisted units can be determined by pro‐rating the total
HOME eligible development costs of the project so that the proportion of the total development
costs charged to the HOME program does not exceed the proportion of the HOME‐assisted units in
the project.
 Maximum HOME Investment12:

Maximum Per Unit Subsidy Amounts13
To ensure that HOME maximum per‐unit subsidy limits continue to be updated annually until a new
regulation for effect can be issued, HUD is establishing an interim policy requiring PJs to use the Section
234‐Condominium Housing, elevator‐type, basic mortgage limits in lieu of the Section 221(d)(3) limits.
Similar to the Section 221(d)(3) program, the Section 234 ‐Condominium Housing Insurance Program
uses statutory per‐unit mortgage limits that vary according to the size of the unit, the type of structure,
and the location of the project. The Section 234 program insures blanket mortgages for the construction
or substantial rehabilitation of multifamily projects to be sold upon completion as individual
condominium units.
Over time, the limits issued by HUD for the Section 234 program have been identical to the 221(d)(3)
limits. Consequently, substituting the Section 234 basic mortgage limits for the Section 221(d)(3) limits
until a new final rule can be published is consistent with the intent of NAHA and the implementing
provisions of the HOME Final Rule. To ensure consistency with the provisions of section 212(e)(1) of
NAHA, the HOME maximum per‐unit subsidy limits that HUD can approve for a PJ cannot exceed 240
percent of the Section 234 basic mortgage limit.

Maximum Subsidy Policy
1. In no case will the City investment exceed the maximum HOME investment allowed under 24 CFR
92.250.
2. Additionally, for projects involving both City and State HOME funds, the combined HOME funding
investment shall not exceed the City of Mesa (as a PJ) per unit HOME‐assisted unit or the maximum HME
investment allowed under 24 CFR 92.250, whichever is less.
3. While CPD Notice 15‐00314 sets the maximum per‐unit subsidy limit, the City of Mesa may not invest
the maximum allowable amount of HOME funds unless the City has determined that this funding is
needed to make the project feasible and viable.

12

CPD Notice 15‐003: Interim Policy on Maximum Per‐Unit Subsidy Limits for the HOME Program

Actual funding levels will vary project by project and may be lower based on cost reasonableness and needs
of project.
14
HUD CPD HOMEfires ‐ Vol. 12 No. 1, May, 2015
13
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24 CFR 92.250(b) requires HCD to evaluate each project in accordance with the subsidy layering and
underwriting guidelines it has adopted before it commits HOME funds to a project. HCD is required
analyze each project to ensure that the HOME investment is necessary and reasonable to provide quality
affordable housing that is financially viable throughout the period of affordability.
City of Mesa HOME PJ High Cost Percentage is>240%

Bedrooms

0 BR
1 BR
2 BR
3 BR
4+ BR

Mesa, AZ–HCP of 258%
Section 234
Section 234 Basic
Basic(Non(Elevator-type) Limit
Elevator-type)
$55,474
$58,378
$63,962
$66,923
$77,140
$81,377
$98,742
$105,276
$110,002
$115,560

HCP ME Maximum
Unit Subsidy Limit
240%
240%
240%
240%
240%

$140,107.20
$160,615.20
$195,304.80
$252,662.40
$277,344.00

https://www.hudexchange.info/resource/2315/home-per-unit-subsidy/

Eligible Project Costs15
1. Generally, costs funded with the City’s HOME funds must be eligible according to HOME Final Rule
§92.206 Eligible Project Costs.
 All cost must be in direct relation to the city’s HOME assisted unit and supporting
documentation of all expenditures is required for all costs being paid for with HOME
funding.
 With the exception of acquisition and financing costs, HOME funds are available as
reimbursement for eligible expenses.
 Related soft costs must be necessary for the development of the city HOME units, and
documentation must be provided for any cost re‐imbursement.
 Funding will be limited to the amount necessary to facilitate completion of the project and
will not exceed a proportionate share of costs in a project with multiple units. All projects
will be underwritten according to the City of Mesa HOME underwriting guidelines.
Individual homebuyers must also be underwritten per the guidelines.
 Before monies are released, an agreement will be signed between the City and the recipient.
The agreement will satisfy Federal requirements and establishes the terms under which the
funding is being provided. Funds will not be released until a funding agreement is executed
and all applicable regulations have been met (e.g. environmental review requirements).
2. The following additional limitations also apply:
HCD does not allow indirect costs using HOME Program funding. Exception may be made for eligible
CHDOs qualified for CHDO operating funds. HCD must approve the CHDO activity and cost allocation.
15
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A. HOME funds shall not be used for luxury improvements according to 24 CFR 92.205.
B. Generally, the City of Mesa HOME funds shall not be used to fund an initial operating deficit reserve.
Capital Reserve and/or Repair and Replacement Reserve may be eligible provided that:
1. the City agrees to fund these accounts at Loan Commitment;
2. the terms meets compliance under 92.206(d)(5);
3. Developer agrees to provide an annual bookkeeping audit from a certified CPA covering the project’s
operating and maintenance; and
4. Developer agrees to the terms and conditions of the HOME Loan Agreement covering Funding Capital
Reserve and/or Repair and Replacement Reserve Accounts.
C. Acquisition costs shall be supported by an appraisal of the property. Acquisition costs exceeding the
appraised value of the property will be ineligible for HOME funding reimbursement.
D. HOME funds shall not be used for non‐residential accessory structures such as free‐standing
community/leasing buildings, garages, carports, or maintenance structures. HOME funds may be used
for community space or common laundry facilities included in residential buildings.
E. Payments will be on a reimbursement basis and a draw of funds will not be completed until all
necessary documentation is received by staff, including a draw request form, invoices for work
completed, inspection and approval of work by the City Division of Building and HCD.

Payment Structure
a. For LIHTC projects, the City shall disburse no more than fifty percent (50%) of its HOME funds on
the first payout and the balance in equal portions up to ninety percent (90%). The remaining ten
percent (10%) shall be disbursed upon successfully completing the project and completing the
close‐out procedures in the project’s HOME Developer Agreement.
b. For all other non‐ LIHTC development projects, it is the City’s preference to disburse pro‐rata with
the project’s financing syndicate.
c. In all cases, the City shall only make payment for “journeyman‐like” work completed and installed
and inspected (material cannot be stored on site).
d. For Subrecipients, the City shall make payment only on a reimbursement basis per the HOME
Subrecipient Agreement and item E of Eligible Project Costs above.
e. Developers, Subrecipients and CHDOs must be in compliance and not in default of their HOME
program Agreements.
F.

Developers shall allow additional time for City staff to verify completion of work through on‐site
inspection, before draw requests are processed.
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HOME funds may be used to pay the following eligible costs:
 Acquisition Costs
 Development Hard Costs
 Related Soft Costs
 Community Housing Development Organization Costs
 Relocation Costs

Acquisitions (Including Vacant Land or Demolitions)
In compliance with §92.205(a)(2) Acquisition of Vacant Land or Demolition Are Not Eligible Stand‐Alone
Activities and no HOME program funds shall be expended for these activities alone, but only in
conjunction with a housing development activity. No funds shall be committed until HCD has determined
that construction will begin within 12 months.
Therefore, the HCD Demolition Program activity shall include:
1. Affordability Restrictive Land Use Provisions. Terms shall comply with HOME Housing
Production Program guidelines; and
2. Must be a loan (with rate interest terms negotiable depending on level of Developer equity
investment); and
3. Provision that a housing development project plan be submitted with the demolition
request; and
4. Housing Development Project Plan must include architectural drawings and demonstrate a
project critical path schedule for a project construction start within 12 months; and
5. Must include private construction financing as leverage; and must demonstrate viable due
diligence for project and end user.

Acquisition Costs:
 Includes costs of acquiring improved or unimproved real property
 Acquisition of vacant land or demolition can only be undertaken for particular housing
project intended to provide affordable housing.
 Costs to make utility connections to an adjacent street or to make improvements to the
project site, in accordance with the provisions of § 92.206(a)(3)(ii) and (iii) are also eligible
in connection with acquisition of standard housing.

Development Hard Costs:
 Includes the actual cost of constructing or rehabilitating housing.
 New Construction: Project costs must meet the City of Mesa Construction Standards.
http://mesaaz.gov/residents/housing‐community‐development
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 Rehabilitation: Project costs must meet the City of Mesa Construction Standards.
 Demolition of Existing Structures
 Uniform Relocation Costs
 Creation of utility connections including off‐site connections from the property line to the adjacent
street.
 Improvements to the project site (only property owned by the project owner, where the project is
located) that are in keeping with improvements of surrounding, standard projects. Including:
 On‐site roads
 Sewer Lines
 Water lines
 Costs to construct or rehabilitate laundry and/or community facilities located in the same building as
the housing for the use of project residents (only applicable to multi‐unit RENTAL housing).

Soft Costs:
 Costs include other reasonable and necessary costs incurred by the owner and associated with the
financing, or development (or both) of new construction, rehabilitation or acquisition of housing
assisted with HOME funds.
 These costs include, but are not limited to:
 Architectural Services;
 Engineering Services;
 Preparation of plans, drawings, specifications, or work write‐ups;
 Costs to process and settle the financing for a project;
 Private lender origination fees;
 Credit reports;
 Fees for title evidence;
 Fees for recordation;
 Filing of legal documents;
 Building permits;
 Attorney fees;
 Private appraisal fees;
 Fees for an independent cost estimate;
 Builders or developers fees;
 Costs of a project audit;
 Affirmative marketing and fair housing information to prospective homeowners and tenants
 Staff and overhead costs directly related to carrying out the project, such as:


Work specifications preparation,



Loan processing inspections, and
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Other services related to assisting potential owners, tenants, and homebuyers.



Housing counseling (only for individuals who ultimately occupy a HOME unit)



All costs must be reasonable and thoroughly documented (including timesheets
detailing actual time worked on HOME activities).

 For both new construction and rehabilitation, costs for the payment of impact or other fees that are
charged for all projects within a jurisdiction.
 Costs of environmental review and release of funds in accordance with Title 24 Part 58 which are
directly related to the project.
 Cost of funding an initial operating deficit reserve, not to exceed 18 months (ONLY eligible for new
construction or rehabilitation projects):


Only can be used to pay project operating expenses, scheduled payments to a
replacement reserve, and debt service.



Any HOME funds placed in an operating deficit reserve that remains unexpended
after the period of project rent‐up may be retained for project reserves only upon
written approval of HCD.

 Relocation costs (for persons displaced by the project):


Replacement housing payments



Moving expenses



Other reasonable out‐of‐pocket costs incurred in the temporary relocation of
persons.
Staff time associated with providing relocation to displaced persons (including
referrals housing search assistance, property inspections, counseling, and other
assistance necessary to minimize hardship).



 Payment of Construction Loan, Bridge Financing, or Guaranteed Loan (principle & interest), if:


The Project meets all HOME requirements and the loan was used for eligible costs
specified in HOME Regulations and this policies and procedures manual; &



The HOME assistance is part of the original financing for the project.

Community Housing Development Organization (CHDO) Costs:
 A CHDO must meet and maintain the qualifications prescribed in the HOME regulations at 24
CFR Part 92.2 at all times including each Board of Director meeting.
 CHDO status must be certified by the HCD and maintain its certification throughout the affordability
period.
 In an owner or developer role, the CHDO must own the HOME‐assisted housing in fee simple
absolute or have a long term ground lease.
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CHDO Operating Costs16:
 Generally, cost must be in compliance with §92.208 and §92.300(b).
 Costs include operating Expense and Capacity Building Costs for eligible C HDO’s.
 Operating expenses means reasonable and necessary costs for the operation of the community
housing development organization, such costs include:
 Salaries, wages, and other employee compensation and benefits;
 Employee education
 Training and travel;
 Rent;
 Utilities;
 Communication costs;
 Taxes; insurance;
 Equipment; &
 Materials and supplies.

Tenant Based Rental Assistance:
Tenant‐based rental assistance (TBRA): Financial assistance for rent, security deposits and, under
certain conditions, utility deposits may be provided to tenants. Assistance for utility deposits may only
be provided in conjunction with a TBRA security deposit or monthly rental assistance program.
 Eligible costs include the rental assistance and security deposit payments made to provide
tenant‐based rental assistance for eligible households.
 Administration of tenant‐based rental assistance is generally eligible only under
Administrative Expenses (subject to administrative CAP). Specific exceptions will apply
where costs for income certifications and unit inspections can be directly assigned to
individual projects.

Ineligible Activities
The City of Mesa shall not use HOME funds shall not be used to:
 Provide project reserve accounts, except as provided in § 92.206(d)(5), or operating
subsidies;
 Provide tenant‐based rental assistance for the special purposes of the existing section 8
program, in accordance with section 212(d) of the Act;
To be eligible under this category, the non‐profit must be a New CHDO, in its first year of operation. Costs
are only allowed for CHDO related activity only. Subrecipient activity or operating as a Contractor is not
eligible under this category. Other regulatory restrictions apply.

16
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 Provide non‐federal matching contributions required under any other Federal program;
 Provide assistance authorized under section 9 of the 1937 Act (Public Housing Capital and
Operating Funds);
 Provide assistance to eligible low‐income housing under 24 CFR part 248
o

(Prepayment of Low Income Housing Mortgages), except that assistance may
be provided to priority purchasers as defined in 24 CFR 248.101;

 Provide assistance (other than tenant‐based rental assistance or assistance to a homebuyer to
acquire housing previously assisted with HOME funds) to a project previously assisted with
HOME funds during the period of affordability established by the participating jurisdiction in
the written agreement under §92.504. However, additional HOME funds may be committed to a
project up to one year after project completion (see § 92.502), but the amount of HOME funds in
the project may not exceed the maximum per‐unit subsidy amount established under §92.250.
 Pay for the acquisition of property owned by the City of Mesa, except for property acquired by
the participating jurisdiction with HOME funds, or property acquired in anticipation of carrying
out a HOME project; or Pay delinquent taxes, fees or charges on properties to be assisted with
HOME funds.
 Pay for any cost that is not eligible under §92.206 through §92.209.
 Support activities in connection with litigation involving discrimination or fair housing
are set forth in section 224 of the Act.

Eligible Beneficiaries/Residents
The HOME Program is designed to provide affordable housing to low‐income households and individuals.
Eligible beneficiaries must meet the following requirements:
 Household must be at or below 80% of area median income (or applicable
requirements for Rental Housing or Tenant Based Rental Assistance);
 Household must reside in or be relocating to the City of Mesa;
 Household must not be an agent, consultant, officer, employee, and/or elected official
of the City of Mesa or a HOME recipient of funds (household may still be able to
receive assistance IF a waiver is received by HUD); &
 Household must meet all other requirements where applicable.
Additional restrictions apply when HOME is used for rental housing or HOME assisted rental units and
households assisted with HOME funded TBRA must have incomes that are 60% or less of area median
income.
Twenty percent of the units in each rental housing project with five or more HOME assisted units must be
occupied by families with incomes at or below 50% of area median income.
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Income Eligibility:
The City of Mesa adopts the Part 5 definition of income, the income of a minor child is not included in
the determination of income, even though the minor will reside in the housing unit.
When determining the annual income of an individual or family, the HOME recipient must use the
standard for calculating annual income under 24 CFR 5.609.

Parameters of HOME Investment Funding17
GAP Financing

§92.250

Due to Senate Appropriations Committee FY2016 THUD Bill, a new program approach is needed for the
HOME Program (Master Planning & Leveraging). The City is moving away from 100% project funding
and moving towards “Gap” financing wherein HOME projects and programs activities are leveraged with
other funding resources to the greatest extent possible.
1. HOME projects and programs with the greatest leveraged financing with other “non‐City” resources
shall receive preference over projects and programs with the least amount of financing leverage.
2. Project and program activity requesting one‐hundred percent (100%) funding from HCD will be
considered on an exception basis and must clearly demonstrate eliminating an exceptional
impediment to fair housing choice as identified in the City’s Analysis of Impediment to Fair Housing
Choice.
3. No project or program activity shall be funded two years in a row utilizing only HCD HOME funds.
HCD staff will work with non‐profits, subrecipients providing technical assistance to seek outside
funding resources. CHDOs certified as “Developers” and for‐profit Developers must secure
construction financing for brick and mortar development activity.

HOME Program Interim Financing Program
To assist our community development partners, HCD will consider a construction loan to the project
upon proof that the applicant is unable to secure a construction loan. The HOME funds will be structured
as a loan as follows:
Non‐Profits: 1% amortized over the affordability period with no less than a Principle & interest annual
payment.
For Profit:

3% amortized over the affordability period with no less than an interest monthly payment
until the property is sold.

HCD reserves the right to structure each project using the terms and conditions best suited to that particular project
and in the best interest of the City.

17
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Chapter VI

Program Guidelines by Eligible Activity

Rental Housing Development
Program Overview
The City of Mesa Housing and Community Development (HCD) will provide loans to developers of
affordable rental projects to assist with cost that are in excess of construction, permanent, and/or
other subsidy financing and equity resources.
HCD's Rental Housing Production Program provides financing to developers for the rehabilitation and/or
new construction of rental housing in the City of Mesa for low income households. The program’s
primary purpose is to expand the supply of affordable rental units and redevelop vacant, abandoned, and
foreclosed buildings.

The amount of funds invested in a rental housing project will always reflect the minimum amount
of public subsidy necessary to achieve the maximum public benefit.
Before committing funds to a rental project, the City will evaluate the project and verify that the
developer did not request or was not allocated any more HOME funds in combination with other
governmental assistance than is necessary to provide the affordable housing.
Program
Goals

To increase neighborhood and family stability via affordable
rental housing development that respects neighborhood
context and improve the quality of life.

Target
Geography

Citywide Program



Funding

Preferences



Eligibility
Who Can Apply:

Rehabilitation of existing structures
Development of City Asset Portfolio properties identified in a
current HCD NOFA
Using HCD funds to leverage private funding/financing
High quality designs that respect historic character
No displacement of existing residents
Local ownership and property management
Private builders, developers, nonprofit organizations, & CHDOs.
Developers must demonstrate rental housing development

http://mesaaz.gov/residents/housing‐community‐development

Page 40 of 165

HOME Program Policy and Procedures Guidelines
City of Mesa Housing and Community Development 20 East Main Street, Mesa, Arizona 85201

experience and financial capacity for both construction and
operating periods. This program is not intended to provide gap
assistance to owner‐occupant rehabilitation or new
construction
Eligible
Activities:

Rehabilitation & New Construction of Rental Housing
One or more buildings on a single site under
common ownership, management & financing ‐OR‐
Concentrated scattered sites under common
ownership, management & financing, receiving
funding as a single project.

Properties:

Tenants:

Households earning 60% of Area Median Income or less

HCD Assistance


Types:

Factors that
help a
project
move
through the
process








Development Gap Subsidy: Covers gap between appraised
value & total development costs. Subsidy will be recorded as a
lien against the property.
 Permanent Financing: 1% to market interest rate; 20‐40 year
amortization; interest‐only or principle‐only loans in some
cases.
 Loan: Repayable loan secured against a project. Financing will
be recorded as a lien against the property and released upon
repayment and/or meeting HOME program Affordability
periods.
High‐quality site plans, construction drawings & specifications
Reasonable construction costs (industry standard, CSI 16 division)
Familiarity with all requirements outlined in this manual
Timely submission of all required documents
Strong community support
Addresses “High” need of the City’s Consolidated Plan and Analysis
of Impediments to Fair housing Choice

Regulatory Compliance
Because the Rental Housing Production Program is a City of Mesa Program utilizing Federal funds, a
number of regulations and requirements apply. The following is a list of the key compliance areas you
should understand before applying for funding. If your project is selected for funding, the HCD Housing
Production Team assigned to your project will provide you with detailed technical documents and will
work with you to meet these requirements.

GENERAL REGULATIONS & REQUIREMENTS
A. Type & Amount of Assistance
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Funds may be utilized to assist with development gap subsidy (difference between appraised
value and development costs), bridge loan financing, and permanent financing for the
development of affordable rental housing. Developers may apply for low‐interest, deferred,
and/or forgivable loans. HCD provides permanent financing based on a 20‐ to 40‐year
amortization, and loan interest rates range from 1% to market rates; interest‐only loans may be
considered in some cases.
B. Term of Assistance
Rental units developed with HOME funds must remain affordable to income‐qualified households
for varying lengths of time depending upon the amount of HOME funds invested per unit. All loans
will be secured by a lien on the property coinciding with the required Period of Affordability
(POA).

Construction
Type
Rehab

Subsidy Per
Assisted Unit
Less than $15,000
$15,000 to
$40,000
More than $40,000

New
Construction/
Refinancing*

Any amount

Compliance
Period (POA)
(Secured via
Lien)
5 years
10 years
15 years
20 years

*refinancing is only allowed if necessary part of substantial development activity with pre‐
existing debt.
C. Tenant Income Limits

Eligible Beneficiaries
Units subsidized by HCD must be leased to households earning incomes at or below 60% of Area
Median Income (AMI) for HOME, per HUD‐published limits. The current income limits for the City
of Mesa are as follows:
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2016 Adjusted HOME Income Limits
Household Size 100% AMI
(persons)
(Approximate)
1
2
3
4
5
6

$62,900

50% AMI
Limit
(HOME)
$22,050
$25,200
$28,350
$31,450
$34,000
$36,500

60% AMI
Limit
(HOME)
$26,460
$30,240
$34,020
$37,740
$40,800
$43,800

80% AMI 120% AMI
Limit (CDBG) Limit (NSP)
$35,250
$52,850
$40,250
$60,400
$45,300
$67,950
$50,300
$75,500
$54,350
$81,500
$58,350
$87,550
last updated: April 2016

https://www.hudexchange.info/manage-a-program/home-income-limits/ or
https://www.hudexchange/info/resource/2170/home-program-income-limits/ or
www.huduser.gov/portal/datasets/il/il2015/2015summary.odn

D. Maximum Rents
Each year HUD publishes maximum rent limits for HOME. Rent Limits include Utilities! If any utilities
are paid directly by the tenant, the maximum rent must be reduced by a standardized utility
allowance. So, the total rent charged to the tenant PLUS estimated utilities paid by the tenant cannot
exceed the rent limits above. Utility allowances table is included in this guideline.

Efficiency
Low HOME
50% AMI Limit
High HOME
60% AMI Limit

HOME Rent Limits
1 BR
2 BR

3 BR

4 BR

$581

$623

$747

$863

$963

$596

$735

$914

$1,129

$1,240

Last updated:

April 2016

Low HOME Rents: In projects of five (5) or more HOME‐assisted units, at least 20% HOME units must be
targeted to households at or below 50% AMI, and rents must be set at or below the “Low” HOME rent
limit listed above.
Project‐Based Rent Subsides Exempt from Rent Limits Above: If the project/unit receives federal or
state project‐based rental subsidy, the maximum rent is the rent allowable under the Federal or State
project‐based rental subsidy program.
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Allowances for Tenant Furnished Utilities and Other Services – Effective January 1, 2016
Effective January 1, 2016
Allowances for Tenant‐Furnished Utilities and Other Services

Mesa, Arizona

Utility

Service Provider

0 BR

1 BR

2 BR

3 BR

4 BR

5 BR

Heating

Natural Gas – SW Gas
Natural Gas – C.O.M

$ 7
$ 6

$ 8
$ 7

$ 9
$ 8

$ 11
$ 9

$ 12
$ 10

$ 13
$ 11

Electric – SRP

$ 6

$ 7

$ 8

$ 10

$ 11

$ 12

Electric – C.O.M.

$ 7

$ 8

$ 9

$ 11

$ 13

$ 14

Natural Gas – SW Gas

$ 5

$ 5

$ 7

$ 9

$ 11

$ 12

Natural Gas – C.O.M.

$ 5

$ 5

$ 6

$ 8

$ 9

$ 10

Electric – SRP

$ 6

$ 7

$ 8

$ 10

$ 12

$ 13

Electric – C.O.M.

$ 6

$ 7

$ 8

$ 10

$ 12

$ 14

SRP

$ 19

$ 22

$ 30

$ 37

$ 44

$ 51

City of Mesa

$ 20

$ 23

$ 30

$ 38

$ 45

$ 52

Air Conditioning or SRP
EVAP
City of Mesa

$ 15

$ 18

$28

$ 38

$ 48

$58

$ 14

$ 16

$ 26

$ 35

$ 45

$ 54

Water Heating

Natural Gas – SW Gas

$ 12

$ 13

$ 20

$ 24

$ 28

$ 32

Natural Gas – C.O.M.

$ 10

$ 11

$ 17

$ 21

$ 24

$ 28

Electric – SRP

$ 11

$ 13

$ 19

$ 24

$ 28

$ 30

Electric – C.O.M.

$ 12

$ 14

$ 20

$ 25

$ 28

$ 31

Water

$ 29

$ 30

$ 34

$ 39

$ 44

$48

Sewer

$ 19

$ 20

$ 22

$ 28

$ 34

$ 40

Trash Collection

$ 27

$ 27

$ 27

$ 27

$ 27

$ 27

Range/Microwave (If Provided by Tenant)

$ 12

$ 12

$ 12

$ 12

$ 12

$ 12

Refrigerator

$ 13

$ 13

$ 13

$ 13

$ 13

$ 13

Flat Fee Electric (SRP)

$ 21

$ 21

$ 21

$ 21

$ 21

$ 21

Flat Fee Electric (C.O.M.)

$ 9

$ 9

$ 9

$ 9

$ 9

$ 9

Flat Fee Gas (SW Gas)

$ 12

$ 12

$ 12

$ 12

$ 12

$ 12

Flat Fee Gas (C.O.M.)

$ 15

$ 15

$ 15

$ 15

$ 15

$ 15

Cooking

Other Electric
(plug ins, etc.)

(If Provided by Tenant)

UTILITY ALLOWANCE TOTAL:

$

$

$

$

$

$

Source: The Nelrod Company November 27, 2015
http://mesaaz.gov/residents/housing‐community‐development
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E. Development and Loan Agreements
Successful applicants will be required to enter into a Loan Agreement, Promissory Note, Deed of
Trust, Regulatory Agreement, Restriction Land Covenant and depending on the project ‐ Disbursing
Agreement at construction closing which will incorporate all regulatory compliance and specific
project information (Affordability Restriction Documents will recorded at project start up).

REQUIREMENTS AFFECTING WHAT & HOW YOU BUILD
F. Development & Property Standards
All developments to be funded with CDBG, HOME and/or NSP funds must at the time of completion, at
a minimum, comply with all local building codes, rehabilitation standards, ordinances, zoning and
federal regulations regarding hazardous materials. Energy Star certification is also required for all
projects as certified by a RESNET energy auditor. You can find certified auditors via this link:
http://www.resnet.us/directory/search.
Our goal is to provide efficient, affordable housing that respects neighborhood context and provides
enhancement of property values and quality of life. To that end, development proposals are reviewed
by HCD project and construction staff for compliance with HCD standards.

Property Standards:
 All properties constructed or rehabilitated with City HOME funds will meet the
minimum local codes and standards once construction is completed and occupied.
 All projects will be designed and constructed in compliance with the City of Mesa
Construction Standards (attached to this document).
 Monitoring visits will be conducted by the city to ensure property and construction
standards are being met before, during, and after construction.
 All HOME assisted units must pass an annual Housing Quality Standard Inspection
(HQS) performed by the owner (until the affordability period ends).
 In addition to the annual inspections performed by the owner, the City of Mesa will
perform an HQS inspection within 12 months of project completion and every three
years thereafter (until the affordability period ends). See Monitoring Section.
 HQS inspections may be done as samples, as described below:
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Units

Inspection Sample Size

1‐4 HOME Assisted Units

100% of HOME Units must be inspected.

5+ HOME Assisted Units

51% of HOME Units or 4 Units (whichever is
greater).
The City of Mesa may also approve a
different statistically valid sample size upon
written request.

 Accessibility. The housing must meet the accessibility requirements of 24 CFR part 8, which
implements Section 504 of the Rehabilitation Act of 1973 (29 U.S.C. 794), and Titles II and III of
the Americans with Disabilities Act (42 U.S.C. 12131‐12189) implemented at 28 CFR parts 35
and 36, as applicable. Covered multifamily dwellings, as defined at 24 CFR 100.201, must also
meet the design and construction requirements at 24 CFR 100.205, which implements the Fair
Housing Act (42 U.S.C. 3601–3619).
 All new construction housing developments with 5 or more units must design and construct 5
percent of the dwelling units, or at least one unit, whichever is greater, to be accessible for persons
with mobility disabilities. These units must be constructed in accordance with the Uniform Federal
Accessibility Standards (UFAS) or a standard that is equivalent or stricter.
 All renovations of existing structures with 15 or more units (where the cost of the alterations is 75
percent or more of the replacement cost of the completed facility) must have 5 percent of the
dwelling units to be accessible for persons with mobility disabilities. These units must be
constructed in accordance with the Uniform Federal Accessibility Standards (UFAS) or a standard
that is equivalent or stricter.
 Regardless of project size, all multifamily housing projects shall, to the maximum extent feasible, be
made to be readily accessible to and usable by individuals with handicaps.
 In projects with less than 15 units, HOME recipients are not required to take any action would
result in a fundamental alteration in the nature of its program or activity or in undue financial and
administrative burdens.
 Construction progress inspections. The City shall conduct progress and final inspections of
construction to ensure that work is done in accordance with the applicable codes, the
construction contract, and construction documents.
G. Environmental Review
In accordance with HUD regulations, the environmental effects of each activity carried out with
federal funds must be assessed. The City of Mesa is responsible for conducting an environmental
review of projects selected for funding. Compliance with environmental review requirements is
mandatory prior to the applicant entering into any choice‐limiting agreements or taking any physical
action on a site. The selected applicant(s) shall be responsible for providing information and relevant
documents necessary to accomplish the environmental review. For some projects the City will
require a Phase I environmental assessment conducted in accordance with standards developed by
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the American Society for Testing and Materials, and if applicable, a follow‐up Phase II assessment. For
or more information contact Ray Thimesch (480) 644‐4521, email: Ray.Thimesch@mesaaz.gov.
H. Historic Preservation
Section 106 of the National Historic Preservation Act of 1966 (revised) requires that all federally‐
funded agencies consider the effect of the proposed project on existing historic resources. Any
rehabilitation or new construction project subsidized by HCD must be reviewed under the Section
106 procedures established by the Federal Advisory Council on Historic Preservation. For more
information, contact Ray Thimesch (480) 644‐4521, email: Ray.Thimesch@mesaaz.gov.
I. Lead‐Safe Housing and Work Practices
Any project involving the rehabilitation of a property built before 1978 must comply with the
Residential Lead‐Based Hazard Reduction Act of 1992 and the EPA’s Lead Renovation, Repair, and
Painting Program. Residential developments funded with CDBG, HOME and/or NSP funds must result
in lead‐safe housing. For more information, contact your CDBG, NSP or HOME Program Coordinator.
Contact information can be found on the last page.
J. Handicap Accessibility
CDBG, HOME, and NSP funding dictates that projects meet the accessibility requirements of the Fair
Housing Act of 1968 and Section 504 of the Rehabilitation Act of 1973. Projects consisting of five (5)
or more units must have a minimum of 5% of the total units (or at least one unit) accessible to the
physically handicapped and an additional 2% of total units equipped for those with hearing or visual
impairments. The 2009 International Building Code (as adopted by the City of Mesa) also has
accessibility requirements for all buildings and structures. For more information, contact your CDBG,
NSP or HOME Program Coordinator. Contact information can be found on the last page.
K. Outreach to Minority and Women Owned Businesses
The HCD requires maximum utilization of minority‐ and women‐owned businesses in all HCD‐
assisted housing projects. Maximum utilization will be determined by the level of good faith
efforts demonstrated to contract M/WBE companies. As a Department goal, HCD is seeking to
achieve at least 15% certified minority business enterprise (MBE) participation and 5% certified
women's business enterprise (WBE) participation. This is taken as a percentage of the project’s total
development cost, excluding acquisition. HCD requires maximum effort in M/WBE utilization and will
evaluate the Good Faith Effort prior to executing HCD loan agreements. All recipients of HCD funds
will be required to keep records of participation by certified MBEs & WBEs. For more information,
contact Mr. Ra’Chel’Ni Mar’Na, MA (480) 644‐3020, Rachelni.Marna@mesaaz.gov.
Employment and Economic Opportunity for Low and Very Low Income Persons
If a project receives HCD funding of $100,000 or more, the general contractor is subject to the
requirements of HUD’s “Section 3” which seeks to ensure employment and other economic
opportunities are directed to low‐ and very low‐income persons. All recipients are required to
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submit a Section 3 plan that must be approved prior to Loan document execution and/or Notice of
Approval of Documents. For more information, contact Deanna Grogan at (480) 644‐2320,
email:Deanna.Grogan@mesaaz.gov.

OTHER IMPORTANT REQUIREMENTS
L. Title Insurance and Disbursing Requirements
Developers must obtain a title insurance policy, with standard exceptions removed, from a title
company licensed to do business in Arizona. Depending on the size and scope of the project, project
funds will be disbursed through an Arizona‐licensed title company or other licensed escrow or
construction disbursing agent. The disbursing agent must provide pending disbursement both
mechanics lien and survey coverage.
M. Debarment
An applicant may not receive HCD funds if any affiliated entity, board member, or member of the
development team (including consultants) has been debarred and listed on System for Award
Management (SAM), available via this link: www.sam.gov/portal/SAM/#1.
N. Prevailing Wage Requirement
Developments of eight (8) units or more financed with CDBG and/or NSP funds and developments of
twelve (12) units or more financed with HOME funds are required to pay at rates not less than the
prevailing wages as determined by the Secretary of Labor. For more information, contact Constance
Bachman at (480) 644‐3364, email: Constance.Bachman@mesaaz.gov.

REQUIREMENTS REGARDING ONGOING MANAGEMENT
O. Affirmative Fair Housing Marketing Plan
All developments of five (5) units or more financed with CDBG, HOME, and/or NSP funds are required
to submit an Affirmative Fair Housing Marketing Plan that outlines methods for providing
information and otherwise attracting eligible persons in the housing market area to the available
housing without regard to race, color, national origin, sex, sexual orientation, religion, familial status
or disability.
The Affirmative Marketing Plan must include methods to be used by owners to inform and solicit
applications from persons not likely to apply for the housing unit without special outreach (such as
use of community organizations, places of worship, employment centers, fair housing groups, or
housing counseling agencies).
P. Nondiscrimination Against Rental Assistance Subsidy Holders
The owner cannot refuse to lease HOME or NSP assisted units to a certificate or voucher holder under
Section 8 Tenant‐Based Assistance based on the status of the prospective tenant as a holder of such
certificate, voucher or comparable document.
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Q. Property Management and Maintenance Service Standards
All developments financed with HCD funds must provide management and maintenance services to the
housing provided. The developer will be required to submit a Management Plan and Agreement for
review and approval prior to the issuance of a Firm Commitment.
R. Annual Re‐Certification
Rental projects funded by HCD are audited each year for compliance in the following areas:





Certification of tenant income
Rent and utility allowances
Compliance with local building codes
Owner's Written Agreements – including Affirmative Fair Housing Marketing Plan,
Management Plan, and Management Agreement.

Threshold Requirements for Funding
In addition to fulfilling the “Regulatory Compliance” requirements outlined in the previous section,
project must meet the “Threshold Requirements” listed below. Any application that does not meet the
requirements below may be rejected.
A. Complete Application
Your application must be complete. Incomplete applications will not be considered for funding until all

required information is submitted.

B. Site Control
If an application is submitted for a targeted property specifically identified in a HCD NOFA, then
evidence of site control is not required at application. Otherwise, applicants must provide a copy of
title/deed, purchase contract, option, or other evidence of site control.
C. Experience of Development Team
Applicant must provide documentation to demonstrate sufficient financial, development and
managerial capabilities. The managing development partner must provide evidence of experience
developing housing similar to that proposed in the application. Resumes and references of the
managing development partner(s) must also be included. The skills and roles of all development
partners should be indicated.
If an applicant has developed projects with HCD, it must have a satisfactory record for those projects.
Anyone who has previously defaulted on any HCD loan will not be considered eligible.
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D. Conflict of Interest
No employee, agent, consultant, officer, or elected or appointed official of the HCD or of the City of
Mesa who exercises any functions or responsibilities with respect to the project activities set forth in
a HCD for housing production application, or who is in a position to participate in a decision‐making
process or gain inside‐information with regard to such activities, has or will have obtained a financial
interest or benefit from the proposed project activity or has or will have an interest in any contract,
subcontract, or agreement with respect thereto, or the proceeds thereunder, either for themselves or
those with whom they have family or business ties during their tenure and for one year thereafter.
E. Property & Asset Management Team
Applicant must also provide a description of the property management team, demonstrating past
experience and capacity to manage the proposed development through the required compliance
period.
F. Consistent with Local Needs & Demand
Each development will be evaluated to ensure it is consistent with local needs and demand. Projects
must meet local needs/demand as evidenced by both of the following:
1. Consistency with the 2014 City of Mesa Impediments to Fair Housing Choice targeted market types
as defined by the Notice of Funding Availability (NOFA).
To view the 2014 Impediments to Fair Housing Choice, follow this:
http://mesaaz.gov/residents/housing‐community‐development

2. Consistency with the City of Mesa Consolidated Plan, including but not limited to the priorities listed
below:





Affordable housing for small low‐moderate income households
Affordable housing for large low‐moderate income households
Affordable housing for persons with special needs
Affordable housing for elderly households

To view the Mesa Consolidated Plan, follow this link:

http://mesaaz.gov/residents/housing‐community‐development

3. For project of 12 units or more, a professional rental market analysis that reflects a need for the
housing and that the development will be competitive in the local market.
The City may, in its sole discretion, consider waiving any of the following requirements.
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Other Project Selection Criteria
Upon satisfying the requirements outlined in the “Regulatory Compliance” and “Threshold
Requirements” sections above, an application will be evaluated under the following criteria. These
are not stringent requirements, but fulfilling one or more may increase the likelihood that a project is
funded or is funded more promptly by HCD.
A. Readiness to Proceed
Proposals will be evaluated on the overall status of the project and likeliness to proceed smoothly
during the current construction season. Specific items that work in an applicant’s favor include:
1.
2.
3.
4.

Application to redevelop property specifically targeted by a HCD NOFA
Clear title to property if not publicly‐owned
Firm financing commitments
“Shovel Ready” ‐12months or less. Reasonable timeline showing that work can commence promptly
upon receipt of award

B. High‐Quality Site Plans, Construction Drawings, and Specifications
Applications with professionally‐prepared design and construction documents will move more
quickly through the design and construction review processes and will therefore be given
preferential treatment.
C. Financial Feasibility
Proposals will be measured by the extent to which the applicant has demonstrated the overall
soundness of the financial assumptions and that the request from HCD is gap funding/financing.
1. Leverage of other funding sources. Combining other public and/or private funds to minimize the
amount requested from the City is encouraged.
2. Financial viability. All costs and assumptions must be consistent with industry standards and
those standards outlined in the next section of this guide. The operating cash flow must
demonstrate that the project has revenue sufficient to operate through the compliance period.
3. Soft costs are reasonable (% of TDC). As compared with other similar developments, the soft costs
are considered to be reasonable (including, but not limited to: developer fees, attorney fees,
consultant fees, engineering fees, and architect fees).
4. Funding sources are documented. The exact level of commitment, conditions and time frame for
expending funds is clearly indicated. This threshold may also be evaluated based on the experience
of applicant(s) in obtaining these commitments.
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D. Other Considerations
1. Ownership and property management will be undertaken by a local individual, partnership, or
corporation.
2. Developments that create mixed‐income housing environments.
3. Materials and construction standards exceed Energy Star standards.
4. Developments that involve multiple City‐owned properties that are either contiguous or in
concentrated areas.
5. Projects developed in coordination with other targeted neighborhood investments.
Prohibited Activities:
6. Funds may NOT be used to pay for any cost that is not eligible costs under the HOME program
(including 92.206 and 209), like delinquent taxes, fees or charges on properties to be assisted.
7. Development of student housing and dormitories (including farm worker dormitories)
is an ineligible activity.

Development Cost Standards
The following table and descriptions delineate HCD’s guidelines and requirements for development
costs. Unless indicated as a “recommendation only,” standards below should be interpreted as
requirements.
Minimum
Required
Construction
Contingency
New
Construction
Rehab
Developer Fee
New
Construction
Rehab
Contractor's Fees
Profit
Overhead
General
Conditions

Maximum
Allowed

5.0%

7.5%

10%

15.0%

-

12.0%

-

15.0%

-

10.0%
2.0%

-

6.0%

http://mesaaz.gov/residents/housing‐community‐development
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A. Construction Contingency
Contingency should be 5% to 7.5% of the total construction costs for new construction and 7.5% to
10% for rehabs. Numbers outside of those ranges require an explanation for the variance.
B. Developer Fee
For new construction projects, the developer's fee and overhead, including any consultant fees, may
not exceed 12% of total development costs excluding acquisition costs. For rehabilitation projects,
the developer's fee cannot exceed 15% of non‐acquisition total development costs.
C. General Contractor Fee
HCD may allow a maximum of 10% contractor's profit, 2% builder overhead and 6% general
requirements. Contractor's profit, builder overhead, and general requirements may not exceed 18%
of the total construction costs less the sum of the contractor profit, builder overhead, and general
requirements. General requirements must include the cost of builder's risk insurance, all bonding
costs, and temporary utilities.
D. Development and Construction Cost Documentation Submittal
All costs must be supported with copies of final contract documents for all contracted and
subcontracted work, including equipment cut sheets, architectural and other contracted documents.

Deadlines for Completion and Rent‐Up
Within 4 years of contract execution rental projects must be complete, meaning 100% of HOME
funds has been disbursed for the project; and the project completion information has been entered
in the disbursement and information system established by HUD (completion may occur after
construction is completed, but before occupancy as long as beneficiary data is provided when the
units are occupied).
The HOME‐assisted units in a rental housing project must be occupied by households that are eligible
as low‐income families and must meet the requirements of this section to qualify as affordable
housing. If eligible tenants do not occupy the housing within six months following the date of project
completion, the Developer must submit marketing information and, if appropriate, a marketing plan.
HOME funds invested in any housing unit that has not been rented to eligible tenants 18 months
after the date of project completion shall be repaid to the City of Mesa and/or HUD. The
affordability requirements also apply to the HOME‐assisted non‐ owner‐occupied units in single‐
family housing purchased with HOME funds in accordance with § 92.254. The tenant must have a
written lease that complies with § 92.253.

Program Rules/Regulations:
Property Management Policies:
 The developer must use fair marketing practices when leasing HOME units. The city will review and
http://mesaaz.gov/residents/housing‐community‐development
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approve the developer’s marketing policy as part of the application review and it will incorporate
the policy as part of the funding agreement.
 Developers/owners must distribute to residents:
 All applicable HUD or Environmental Protection Agency (EPA) approved
pamphlets
 “Renovate Right” Brochure (prior to any repairs that may disturb lead based paint
in home built prior to 1978).
http://epa.gov/lead/pubs/renovaterightbrochure.pdf.
 “Protect Your Family from Lead in Your Home”
 “Disclosure of Information on Lead‐Based Paint and/or Lead‐Based Paint
Hazards” signed by renters prior to their becoming obligated under a rental
contract
 The City of Mesa requires that developers/owners obtain evidence of tenant
receipt of any pamphlet distributed. Owners may create their own receipt of
disclosure.
 All HOME projects shall be in compliance with Fair Housing Act and Section 504 of the
Rehabilitation Act of 1973.
 The owner cannot refuse to lease HOME‐assisted units persons with a voucher for Section 8
Tenant‐Based Assistance.
 The Developer must submit to the City of Mesa for rents each year for HOME assisted units
(during the period of affordability) for review and approval. Undue rent increases from year to
year are prohibited.
 To ensure compliance with the affordability period, owners must establish systems to re‐
certify tenant income on an annual basis. Recertification documents will be monitored by
the city.
 Tenants who no longer qualify as low‐income families must pay as rent the lesser of the amount
payable by the tenant under State or local law or 30 percent of the family’s adjusted income, except
that tenants of HOME‐assisted units that have been allocated low‐income housing tax credits by a
housing credit agency pursuant to section 42 of the Internal Revenue Code of 1986 (26 U.S.C. 42)
must pay rent governed by section 42. In addition, in projects in which the HOME units are
designated as floating pursuant to paragraph (j), tenants who no longer qualify as low‐income are
not required to pay as rent an amount that exceeds the market rent for comparable, unassisted units
in the neighborhood.
 Any increase in rents for HOME‐assisted units is subject to the provisions of outstanding leases,
and in any event, the owner must provide tenants of those units not less than 30 days prior written
notice before implementing any increase in rents.
 The lease between the tenant and the owner must be at least one year (12 months). Termination of
the lease requires a 30 day notice of refusal to renew or termination of tenancy.
 The lease must comply with all the lease requirements listed in the
Lease Requirements section of this document.
 Every unit assisted with HOME funds in subject to annually updated rent limits.
 If the assisted unit has multiple subsidies, e.g. HOME and LIHTC the more
http://mesaaz.gov/residents/housing‐community‐development
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restrictive guidelines must be met for the rent and income limits.
 The tenant can at no time be charged more than HOME rent limits even in
conjunction with another program.
 The maximum HOME rent limits are recalculated on a periodic basis after HUD
determines fair market rents and median incomes.
Regardless of changes in fair market rents and in median income over time, the
HOME rents for a project are not required to be lower than the HOME rent limits
for the project in effect at the time of project commitment.
 If a project has five or more HOME assisted units, the HOME regulation says that
at least 20% of the HOME assisted rental units must be occupied by household at
50% of median income or below, and they must occupy units at or below the Low
HOME Rent. (See chart below for rent limits)

What Happens After You’re Selected for Funding?
I.

Purchase Option Assigned to Developer

II.

Orientation to Program Requirements

HCD staff orients developers to design, regulatory & other requirements. Developers meet
with Design Reviewer and other City staff as required regarding:
A.
Environmental Review, Davis‐Bacon
B.
Section 3
C. MBE/WBE Solicitation & Utilization
D. Residential Development Design Guidelines
E.
Section 106 Preservation Review
F.
LIHTC Tax Credit Applications
G. Lead Risk Assessment
H. Application & Program Requirements

III.

Design/Budget Review & Revision

A. Design Review & Revision
1. Review of Specifications, Drawings, Scope of Work
B. Budget Review & Revision
1. Review construction budget
2. MBE/WBE and Section 3 goals
Please Note: The quality of your drawings, specifications and construction scope of work greatly
determines how long this phase lasts. The more detailed and professional your plans and the more
reasonable your construction budget are, the faster your project will move through this phase.
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IV.

Finalization & Closing
A.
B.
C.
D.
E.
F.
G.
H.
I.

Developer submits final development budget
Contract compliance reviews for MBE/WBE and Section 3 participation goals
HCD meets to determine terms of HCD financing and bring project to City’s CCD Board
City Council approves at monthly meeting
Developer receives a formal HCD commitment letter
HCD Staff orders final & legal documents
HCD coordinates construction closing(s) for project start
Developer submits to HCD all remaining items necessary for project start
HCD issues Notice to Proceed

Construction & Marketing

V.

A.
B.
C.
D.
E.
F.
G.

Developer provides construction schedule to HCD
City & HCD monitors and inspects progress, approving draws and change orders as necessary
Developer submits applicable reporting
Developer begins marketing unit(s) for rent
Construction completed
Project receives full site & lead test clearance
HCD performs Final Inspection

Project Closeout & Occupancy
H.
I.
J.
K.

Closeout Checklist: Developer submits final project documentation to HCD program staff
Developer assembles Tenant Income Certifications (TICs): verification & documentation
HCD conducts regularly scheduled Asset Management inspections
Developer annually submits to HCD project reporting and tenant re‐certifications

Home Ownership Housing Development
Program Overview
HCD's For‐Sale Housing Production Program provides financing to developers for the rehabilitation
and/or new construction of housing for sale to homebuyers earning a range of incomes. The program’s
primary purpose is to expand homeownership opportunities for low‐ and moderate‐income families
and to redevelop abandoned and foreclosed homes.
The City of Mesa Department of Housing and Community Development (HCD) will provide loans to
developers of affordable homeownership projects to assist with cost that are in excess of
construction, permanent, and/or other subsidy financing and equity resources. The amount of funds
invested in a rental housing project will always reflect the minimum amount of public subsidy
necessary to achieve the maximum public benefit.
Before committing funds to a housing project, the City will evaluate the project and verify that the
developer did not request or was not allocated any more HOME funds in combination with other
governmental assistance than is necessary to provide the affordable housing.

Eligible Beneficiaries18:
Eligible homebuyers must meet the following requirements:
https://www.hudexchange.info/resource/2170/home‐program‐income‐limits/
https://www.hudexchange.info/resource/3860/nsp‐income‐limits/
18
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 Household must be at or below 80% of area median income (At time of purchase):

2016 Adjusted HOME Income Limits
ousehold Size
(persons)

100% AMI (Approximate)

HOME 80% HUD
AMI Income Limit

NSP 120% AMI
Income Limit

1

$35,250

$52,850

2

$40,250

$60,400

3

$45,300

$67,950

$50,300

$75,500

5

$54,350

$81,500

6

$58,350

$87,550

4

$62,900

last updated: April 2016

Term of Assistance
Units developed with HOME and NSP funds must remain affordable to income‐qualified purchasers for
varying lengths of time depending upon the amount of HOME and/or NSP funds provided as assistance
directly to the buyers. All loans will be secured by a lien on the property coinciding with the HOME
Period of Affordability. Upon sale or transfer of the home to a non‐income‐qualified owner‐occupant,
some or all of the homebuyer assistance will be recaptured by HCD.

Construction
Type
Rehab

Subsidy Per
Assisted Unit
Less than $15,000
$15,000 to
$40,000
More than $40,000

New
Construction/
Refinancing*

Any amount

Compliance
Period (POA)
(Secured via
Lien)
5 years
10 years
15 years
20 years

*refinancing is only allowed if necessary part of substantial development activity with pre‐existing debt.

www.huduser.gov/portal/datasets/il/il2015/2015summary.odn
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 Household will ultimately use the dwelling unit as their principal residence;
 Household will ultimately legally own the dwelling unit/property (as evidenced though a fee
simple title, 99 year leasehold interest, or equivalent form of ownership approved by the City
of Mesa; &
 Household must meet all other requirements where applicable.

Eligible Activities:
Activities allowed with the use of City funds are activities that support the development of affordable
housing and address the needs identified in the Consolidated Plan. The activities may include but are
not limited to:
 Acquisition of existing structure(s) for rehabilitation of affordable homeownership housing
 Rehabilitation of existing structure(s) of affordable homeownership housing
 New construction of affordable homeownership housing

Eligible Types of Projects:
 1‐4 Single family unit homes
 Condominiums/Cooperatives
 Group Homes
 Transitional Housing & Single Room Occupancy Units
 Permanent Supportive Housing
 May be one or more buildings on a single site, but project must be assisted with HOME funds as a
single undertaking.

Eligible Costs:
 Development hard cost for both new construction and rehabilitation
 Acquisition costs
 General management
 Related soft costs
 Architectural, engineering or related professional services required:
 Cost to provide information services such as affirmative marketing and fair
housing information to prospective tenants as required by HUD
 Operating cost directly related to carrying out the project, such as work
specifications preparation, and loan processing inspections
 Cost of environmental review and release of funds in accordance with 24CFR part 58
directly related to the project

Prohibited Activities:


Funds may NOT be used to pay for any cost that is not eligible under the HOME program at 92.206
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and 209, including delinquent taxes, fees or charges on properties to be assisted.
Development of homeownership units were there is not a considerable market study illustrating
demand for homeownership housing will not be supported with HOME funds.

HOME Units Not Sold within 9 Months of Completion will Convert to Rental
The 2013 HOME Final Rule requires all homeownership units that do not sell within nine months of
receiving a certificate of occupancy to be converted to long‐term HOME rental units. This means the
developer/owner or its partners will become landlords and managers of a unit that will have to remain
compliant and be monitored for 5‐20 years depending on the amount of total HOME funds invested.
Developer capacity assessment and asset management underwriting will be performed as an exit
strategy.
If your project receives HOME funding, it is critical that you design units to meet market demand, pursue pre‐
sales, and professionally market your home(s)!

Program Rules/Regulations:
Property Management Policies:
 The developer must use fair housing marketing practices when selling HOME units, as required by the
Fair Housing Act (4.2 U.S.C. 3601‐29). The city will review and approve the developer’s marketing
policy as part of the application review and it will incorporate the policy as part of the funding
agreement.
 100 percent of HOME funds must be in invested in dwelling units that are occupied by households
that qualify as low‐income families (80% AMI and below).
 All cost must be in direct relation to the city’s HOME assisted unit and supporting documentation of
all expenditures is required for all costs being paid for with HOME funding.
 With the exception of acquisition and financing costs, HOME funds are available as reimbursement
for eligible expenses.
 Related soft costs must be necessary for the development of the city HOME units, and
documentation must be provided for any cost re‐imbursement.
 Funding will be limited to the amount necessary to facilitate completion of the project and will not
exceed a proportionate share of costs in a project with multiple units. All projects will be
underwritten according to the City of Mesa HOME underwriting guidelines. Individual homebuyers
must also be underwritten per the guidelines.
 Before monies are released, an agreement will be signed between the City and the recipient. The
agreement will satisfy Federal requirements and establishes the terms under which the funding is
being provided. Funds will not be released until a funding agreement is executed and all applicable
regulations have been met (e.g. environmental review requirements.

Term of Affordability:
 The city will provide gap financing in the form of a deferred loan or grant to affordable housing
projects. Funding agreements will define the term of affordability according to the Federal
regulations (see chart below).
http://mesaaz.gov/residents/housing‐community‐development
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HOME Investment per Unit

Affordability Period

Less than $15,000

5 years

$15,000‐$40,000

10 years

More than $40,000

15 years

 Affordability requirements shall be recorded on the property through:
 A deed restriction or covenant running with the land; and
 Loan documents19.
 All homeowners must be provided homebuyer counseling prior to purchase.
 All units must be sold at or below the HOME Unit Sale Limits (95% of the median purchase price
for the area for the specified housing type). See chart below:

HOME Homeownership Sales Price Limits – FY 2016 (Updated Annually)
Existing Homes

New Construction

$185,000.00

$228,000.00

Unit prices may vary (underneath this limit) based on housing stock, characteristics, neighborhood
trends, target buyers, and project underwriting.
 The sale of a property and any assistance to a homebuyer require that the buyer be underwritten
according to the City’s HOME project underwriting guidelines for homebuyers. This
underwriting will include standards for the first mortgage and establish the terms for any
subordination of the HOME loan.
 Resale of the property during the affordability period and qualification of subsequent
buyers will be governed by the HOME covenant and land use restriction on the property.

Change in Ownership:
 If the housing does not continue to be the principal residence of the family for the
duration of the period of affordability, the City shall exercise the HOME Recapture
provision as identified in the 2015‐2019 Consolidated Plan.
 The Recapture provision provides the original HOME‐assisted owner a fair return on
investment (including the homeowner’s investment and any capital improvement) and
remaining sales proceeds (if any) are returned to the City. Fair return on investment shall
be as defined in the City’s Consolidated Plan for the year the project is funded and in the
agreements and covenants executed on the property.
19

* Loan default and subsequent foreclosure negates the principal residence limitation, but not the affordability

restrictions.
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Property Standards:
 All properties constructed or rehabilitated with City HOME funds will meet the minimum local
codes and standards once construction is completed and occupied.
 All projects will be designed and constructed in compliance with the City of Mesa Construction
Standards (attached to this document).
 Monitoring visits will be conducted by the city to ensure property and construction standards
are being met before, during, and after construction.
 Forgiveness of homebuyer debt will be conditioned on the requirement the properties must be
maintained in accordance with minimum local codes and standards throughout the
affordability period.
 Monitoring visits will be conducted by the city to ensure property and construction standards
are being met before, during, and after construction.
 All new construction housing developments with 5 or more units must design and construct 5
percent of the dwelling units, or at least one unit, whichever is greater, to be accessible for
persons with mobility disabilities. These units must be constructed in accordance with the
Uniform Federal Accessibility Standards (UFAS) or a standard that is equivalent or stricter.
 All renovations of existing structures with 15 or more units (where the cost of the alterations is
75 percent or more of the replacement cost of the completed facility) must have 5 percent of
the dwelling units to be accessible for persons with mobility disabilities. These units must be
constructed in accordance with the Uniform Federal Accessibility Standards (UFAS) or a
standard that is equivalent or stricter.
 Regardless of project size, all multifamily housing projects shall, to the maximum extent
feasible, be made to be readily accessible to and usable by individuals with handicaps.
 In projects with less than 15 units, HOME recipients are not required to take any action would
result in a fundamental alteration in the nature of its program or activity or in undue financial
and administrative burdens.

Development & Property Standards
All developments to be funded with CDBG, HOME and/or NSP funds must at the time of completion, at a
minimum, comply with all local building codes, rehabilitation standards, ordinances, zoning and federal
regulations regarding hazardous materials. Energy Star certification is also required for all projects as
certified by a RESNET energy auditor. You can find certified auditors via this
http://www.resnet.us/directory/search.
Our goal is to provide efficient, affordable housing that respects neighborhood context and provides
enhancement of property values and quality of life. To that end, development proposals are reviewed by
HCD staff for compliance with HCD standards.
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Environmental Review
In accordance with HUD regulations, the environmental effects of each activity carried out with federal
funds must be assessed. The City of Mesa is responsible for conducting an environmental review of
projects selected for funding. Compliance with environmental review requirements is mandatory prior
to the applicant entering into any choice‐limiting agreements or taking any physical action on a site. The
selected applicant(s) shall be responsible for providing information and relevant documents necessary to
accomplish the environmental review. For some projects the City will require a Phase I environmental
assessment conducted in accordance with standards developed by the American Society for Testing and
Materials, and if applicable, a follow‐up Phase II assessment. For more information, contact Ray
Thimesch (480) 644‐4521, email: Ray.Thimesch@mesaaz.gov.

Historic Preservation
Section 106 of the National Historic Preservation Act of 1966 (revised) requires that all federally‐funded
agencies consider the effect of the proposed project on existing historic resources. Any rehabilitation or
new construction project subsidized by HCD must be reviewed under the Section 106 procedures
established by the Federal Advisory Council on Historic Preservation. For more information, contact Ray
Thimesch (480) 644‐4521, email: Ray.Thimesch@mesaaz.gov.

Utilities & Sewer Review
Preliminary reviews by all utilities are strongly encouraged due to potential design and cost impacts.
Sanitary and storm sewer requirements are highly affected by site location and conditions and can
substantially impact project costs. For more information, contact City Building Division.

Lead‐Safe Housing and Work Practices
Any project involving the rehabilitation of a property built before 1978 must comply with the Residential
Lead‐Based Hazard Reduction Act of 1992 and the EPA’s Lead Renovation, Repair, and Painting Program.
Residential developments funded with CDBG, HOME and/or NSP funds must result in lead‐safe housing.
For more information, contact your CDBG, NSP or HOME Program Coordinator. Contact information can
be found on the last page.

Handicap Accessibility
Although most small‐scale homeownership projects will not be required to make units fully accessible,
HCD design reviewers do evaluate accessibility need/requirements on all projects based on the Fair
Housing Act of 1968 and Section 504 of the Rehabilitation Act of 1973. The 2009 International Building
Code (as adopted by the City of Mesa) also has accessibility requirements for all buildings and structures.
If a home is pre‐sold to disabled buyer, HCD funds may be utilized for accessibility features. For more
information, contact your CDBG, NSP or HOME Program Coordinator. Contact information can be found
on the last page.
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Outreach to Minority and Women Owned Businesses
The HCD requires maximum utilization of minority‐ and women‐owned businesses in all HCD‐assisted
housing projects. Maximum utilization will be determined by the maximum good faith efforts
demonstrated to contract M/WBE companies. As a Department goal, HCD is seeking to achieve at least
15% certified minority business enterprise (MBE) participation and 5% certified women's business
enterprise (WBE) participation. This is taken as a percentage of the project’s total development cost,
excluding acquisition. HCD requires maximum effort in M/WBE utilization and will evaluate the Good
Faith Effort prior to executing HCD loan agreements. All recipients of HCD funds will be required to keep
records of participation by certified MBEs & WBEs. For more information, contact Mr. Ra’Chel’Ni Mar’Na,
MA (480) 644‐3020, Rachelni.Marna@mesaaz.gov.

Employment and Economic Opportunity for Low and Very Low Income Persons
If a project receives HCD funding of $100,000 or more, the general contractor is subject to the
requirements of HUD’s “Section 3” which seeks to ensure employment and other economic opportunities
are directed to low‐ and very low‐income persons. All recipients are required to submit a Section 3 plan
that must be approved prior to Loan document execution and/or Notice of Approval of Documents. For
more information, contact Deanna Grogan at (480) 644‐2320, email:Deanna.Grogan@mesaaz.gov.

OTHER IMPORTANT REQUIREMENTS
Homeowner Warranty Requirement
For‐Sale Projects: It will be the responsibility of the developer to provide a third party homebuyer
warranty on the home for a minimum coverage up to one year following sale. Preference will be given to
projects with extended warranties provided beyond the first year.
Title Insurance and Disbursing Requirements
Developers must obtain a title insurance policy, with standard exceptions removed, from a title company
licensed to do business in Arizona. Depending on the size and scope of the project, project funds will be
disbursed through an Arizona‐licensed title company or other licensed escrow or construction disbursing
agent. The disbursing agent must provide pending disbursement both mechanics lien and survey
coverage.

Debarment
An applicant may not receive HCD funds if any affiliated entity, board member, or member of the
development team (including consultants) has been debarred and listed on System for Award
Management (SAM), available via this link: www.sam.gov/portal/SAM/#1.
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REGULATIONS APPLYING TO LARGER PROJECTS
Affirmative Fair Housing Marketing Plan
All developments of five (5) units or more financed with CDBG, HOME, and/or NSP funds are required to
submit an Affirmative Fair Housing Marketing Plan that outlines methods for providing information and
otherwise attracting eligible persons in the housing market area to the available housing without regard
to race, color, national origin, sex, sexual orientation, religion, familial status or disability.
The Affirmative Marketing Plan must include methods to be used by owners to inform and solicit
applications from persons not likely to apply for the housing unit without special outreach (such as use of
community organizations, places of worship, employment centers, fair housing groups, or housing
counseling agencies).
Prevailing Wage Requirement
Developments of eight (8) units or more financed with CDBG and/or NSP funds and developments of
twelve (12) units or more financed with HOME funds are required to pay at rates not less than the
prevailing wages as determined by the Secretary of Labor. For more information, contact Constance
Bachman at (480) 644‐3364, email: Constance.Bachman@mesaaz.gov.

Threshold Requirements for Funding
In addition to fulfilling the “Regulatory Compliance” requirements outlined in the previous section,
project must meet the “Threshold Requirements” listed below. Any application that does not meet the
requirements below may be rejected.
Complete Application
Your application must be complete. Incomplete applications will not be considered for funding until all
required information is submitted.
Site Control
If an application is submitted for a targeted property specifically identified in a HCD NOFA, then evidence
of site control is not required at application. Otherwise, applicants must provide a copy of title/deed,
purchase contract, option, or other evidence of site control.
Experience of Development Team
Applicant must provide documentation to demonstrate sufficient financial, development and managerial
capabilities. The managing development partner must provide evidence of experience developing
housing similar to that proposed in the application. Resumes and references of the managing
development partner(s) must also be included. The skills and roles of all development partners should
be indicated.
If an applicant has developed projects with HCD, it must have a satisfactory record for those projects.
Anyone who has previously defaulted on any HCD loan will not be considered eligible.
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Conflict of Interest
No employee, agent, consultant, officer, or elected or appointed official of the HCD or of the City of Mesa
who exercises any functions or responsibilities with respect to the project activities set forth in a HCD for
sale housing production application, or who is in a position to participate in a decision‐making process or
gain inside‐information with regard to such activities, has or will have obtained a financial interest or
benefit from the proposed project activity or has or will have an interest in any contract, subcontract, or
agreement with respect thereto, or the proceeds thereunder, either for themselves or those with whom
they have family or business ties during their tenure and for one year thereafter.
Consistent with Local Needs & Demand

Each development will be evaluated to ensure it is consistent with local needs and demand. Projects must
meet local needs/demand as evidenced by all of the following:

 Consistency with the City of Mesa 2015‐2016 Annual Action Plan
To view the 2015‐2016 Annual Action Plan, follow this link: http://mesaaz.gov/residents/housing‐
community‐development

 Consistency with the City of Mesa Consolidated Plan, including but not limited to the priorities listed below:





Affordable housing for small low‐moderate income households
Affordable housing for large low‐moderate income households
Affordable housing for persons with special needs
Affordable housing for elderly households

To view the Mesa Consolidated Plan, follow this link: http://mesaaz.gov/residents/housing‐community‐
development

 Comparative Market Analysis (CMA) or other third‐party market analysis that reflects a need for the housing
and that the development will be competitive in the local market.

The City may, in its sole discretion, consider waiving any of the following requirements.

Other Project Selection Criteria
Upon satisfying the requirements outlined in the “Regulatory Compliance” and “Threshold
Requirements” sections above, an application will be evaluated under the following criteria. These are
not stringent requirements, but fulfilling one or more may increase the likelihood that a project is funded
or is funded more promptly by HCD.

Readiness to Proceed
Proposals will be evaluated on the overall status of the project and likeliness to proceed smoothly during
the current construction season. Specific items that work in an applicant’s favor include:
 Application to redevelop property specifically targeted by a HCD NOFA
 Clear title to property if not publicly‐owned
 Firm financing commitments
 “Shovel Ready” ‐12months or less. Reasonable timeline showing that work can commence promptly
upon receipt of award
http://mesaaz.gov/residents/housing‐community‐development
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High‐Quality Site Plans, Construction Drawings, and Specifications
Applications with professionally‐prepared design and construction documents will move more quickly
through the design and construction review processes and will therefore be given preferential treatment.

Financial Feasibility
Proposals will be measured by the extent to which the applicant has demonstrated the overall soundness
of the financial assumptions and that the request from HCD is gap funding / financing.
 Leverage of other funding sources. Combining other public and/or private funds to minimize the
amount requested from the City is encouraged.
 Financial viability. All costs and assumptions must be consistent with industry standards and those
standards outlined in the next section of this guide.
 Soft costs are reasonable (% of TDC). As compared with other similar developments, the soft costs
are considered to be reasonable (including, but not limited to: developer fees, attorney fees,
consultant fees, engineering fees, and architect fees).
 Funding sources are documented. The exact level of commitment, conditions and time frame for
expending funds is clearly indicated. This threshold may also be evaluated based on the experience
of applicant(s) in obtaining these commitments.

Other Considerations
1.
2.
3.
4.
5.

Developments that create mixed‐income housing environments.
Materials and construction standards exceeding Energy Star standards.
Developments that involve City‐owned properties.
Developments that are either contiguous or in concentrated areas.
Projects developed in coordination with other targeted neighborhood investments.

Development Cost Standards
The following table and descriptions delineate HCD’s guidelines and requirements for development costs.
Unless indicated as a “recommendation only,” the standards below should be interpreted as
requirements.
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Minimum Required Maximum
Allowed

Notes

Construction
Contingency
New
Construction

5.0%

10%

Rehab

10%

15.0%

-

12%

of Total Development Costs
(TDC) recommendation only

Developer Fee
New
Construction

of TDC, excluding acquisition

A. Construction Contingency
Contingency should be 5%‐10% of the total construction costs for new construction and 10% to
15% for rehabs. Numbers outside of those ranges require an explanation for the variance.
B. Developer Fee
For new construction projects, the developer's fee and overhead, including any consultant fees,
may not exceed 12% of total development costs excluding acquisition costs. For rehabilitation
projects, the developer's fee cannot exceed 15% of non‐acquisition total development costs.
C. General Contractor Fee
HCD may allow a maximum of 10% contractor's profit, 2% builder overhead and 6% general
requirements. Contractor's profit, builder overhead, and general requirements may not exceed
18% of the total construction costs less the sum of the contractor profit, builder overhead, general
requirements, and projected contingency reserves. General requirements must include the cost of
builder's risk insurance, all bonding costs, temporary utilities, and site cleanup costs.

http://mesaaz.gov/residents/housing‐community‐development

Page 67 of 165

HOME Program Policy and Procedures Guidelines
City of Mesa Housing and Community Development 20 East Main Street, Mesa, Arizona 85201

What Happens After You’re Selected for Funding?
VI.

Purchase Option Assigned to Developer

VII. Orientation to Program Requirements
HCD staff orients developers to design, regulatory & other requirements. Developers meet with
HCD staff and other City staff as required regarding:
A.
Environmental Review, Davis‐Bacon
B.
Section 3
C. MBE/WBE Solicitation & Utilization Plan
D. Residential Development Design Guidelines
E.
Section 106 Preservation Review
F.
LIHTC Tax Credit Applications
G. Lead Risk Assessment
H. Application & Program Requirements
VIII. Design/Budget Review & Revision
A. Design Review & Revision
1. Review of Specifications, Drawings, Scope of Work
B. Budget Review & Revision
1. Review construction budget
2. MBE/WBE and Section 3 goals
Please Note: The quality of your drawings, specifications and construction scope of work greatly
determines how long this phase lasts. The more detailed and professional your plans and the more
reasonable your construction budget are, the faster your project will move through this phase.

IX.

Finalization & Closing
A.
B.
C.
D.
E.
F.
G.
H.
I.

X.

Developer submits final development budget
Contract compliance reviews for MBE/WBE and Section 3 participation goals
HCD meets to determine terms of HCD financing and bring project to City’s CCD Board
City Council approves at monthly meeting
Developer receives a formal HCD commitment letter
HCD staff orders final & legal documents
HCD coordinates construction closing(s) for project start
Developer submits to HCD all remaining items necessary for project start
HCD issues Notice to Proceed

Construction & Marketing

A. Developer provides construction schedule to HCD
B. City & HCD monitors and inspects progress, approving draws and change orders as
necessary
C. Developer submits applicable reporting
D. Developer begins marketing home(s) for sale
E. Construction completes
F. Project receives full site & lead test clearance
G. HCD performs Final Inspection
XI.

Project Closeout: Occupancy & Home Sale

A. Closeout Checklist: Developer submits final project documentation to HCD program staff
B. Prospective buyer attends a minimum of eight hours of pre‐purchase homebuyer
education classes
C. Home Sale Documentation (homeowner warranty, homebuyer income verification,
closing documents, etc.)
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CHAPTER VII

LOAN AND GRANT COMMITTEE

Preface
This section of the HOME Program Policy and Procedure Guidance Manual covers HOME Program project
requirements under Section 92.250, Maximum per‐unit subsidy amount, cost allocation, underwriting
and subsidy layering and Section 92.504(a), for written policies, procedures, and systems.
For compliance with the new HOME Rule, HCD has increased its transparency due diligence by
implementing an in‐house formal review and approval process for all projects and programs. This
process will serve as a check and balance for vetting HOME program activity and all HCD “brick &
mortar” production activity.
The Loan and Grant Committee shall serve as HCD’s final underwriting and approval due diligence
process for committing funded projects and programs. This process will serve as a check‐in‐balance
to ensure all programmatic requirements are met, serve as an in‐house formal body to present
special and unique project issues and concerns for recommendations.

Subsidy Layering, Underwriting, and Market Analysis20
HUD revised § 92.250(b) to require the City of Mesa (as a participating jurisdictions) to:
(1) Evaluate subsidy layering and conduct or examine the underwriting of all projects to ensure that
the HOME subsidy is not excessive and does not result in an undue or excessive return to the owner;
and
(2) Adopt underwriting and subsidy layering guidelines that include an assessment of, at minimum,
the market conditions of the neighborhood in which the project will be located, the experience of the
developer, the financial capacity of the developer, and firm financial commitments for the project.
(3) these provisions do not apply to owner‐occupied rehabilitation projects where assistance is
provided as a grant or to homebuyer assistance projects that do not involve development or
rehabilitation of housing (e.g., downpayment assistance). These requirements apply to homebuyer
projects that involve development activities.
Underwriting analysis is only required for owner‐occupied rehabilitation projects if the HOME‐funded
rehabilitation loan is amortizing; participating jurisdictions will not be required to perform

Market Analysis‐Not all HOME projects will require a full‐scale market analysis and that the market area for
projects of various sizes or other characteristics varies. While such analyses are appropriate for large‐scale
developments, assessing market conditions in the case of smaller projects will be considerably less
burdensome. The purpose of the requirement is to ensure that there will be adequate market demand for a
project before committing HOME funds.
20
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underwriting analyses of HOME‐funded grants or deferred, forgivable loans to owner‐occupants
seeking rehabilitation assistance.
Neighborhood market analyses or evaluating the developer capacity for owner‐occupied
rehabilitation projects or projects involving the provision of HOME‐funded downpayment assistance,
but no HOME‐funded development will not be required.

Process for Approval
With the exception of Home Ownership Assistance Programs (HOA) and Tenant Based Rental
Assistance (TBRA) Programs, all HOME Housing Production programs shall use the same applications,
forms, processes and protocol. HOA and TBRA programs shall each use their own systems suited best
for streamlining the approval and commitment process.

Step One
1.
2.
3.
4.

Application Review & Rating:
Housing Community Development Advisory Board presentation and recommendation
City Council Preliminary Approval
Technical Assistance & Due Diligence for project/program finalization

Step Two
Project Final Approval & Authorities
The in‐house formal review and approval process will be the implementation of the Housing and
Community Development Loan & Grant Committee (Loan & Grant Committee).
Once funding applications have been reviewed, rated, presented to City Council for Funding
Approval and finally due diligence has been completed by staff providing technical assistance to
the applicant to finalize the project or program, with the approval of the Program Manager, the
project or program is submitted to the Loan & Grant Committee for formal Review and Approval.

HCD Loan & Grant Committee
The City of Mesa Department of Housing and Community Development (“HCD”) continues to strive
for transparency and compliance with new Department of Housing and Urban Development
(HUD) federal funding program rules, is creating a multi‐layered project and program review and
approval process.
This new underwriting and performance review process is designed to bring all CDBG, HOME and
NSP programs and projects into statutory compliance and serve our stakeholders and partners
with Industry Best Practices as we continue forward with our 2015‐2019 Consolidated Plan.
For Underwriting, Performance and Review the HCD Loan and Grant Committee will serve as both
an advisory and formal approval process to all programs and projects receiving federal funding.
This committee will review and approve for:
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Industry Best Practices
Financial Underwriting & Syndication Leveraging
Reasonable & Necessary Cost (including undue enrichment)
Cost allocation
Subsidy Layering
Program Funding Compliance
Consolidated Plan Compliance / Annual Action Plan Compliance
Impediments to Fair Housing Choice Compliance
Section 3 Compliance
M/WBE Compliance
Section 106 Compliance
Environmental Compliance
Section 504 Compliance (if applicable)
URA and Section 104(d) Compliance (as applicable)
Davis Bacon Compliance (if applicable)

The committee will be staffed by:
 City’s Housing & Community Development Executive Director ‐ Chair
 City’s Housing & Community Development Management Team
‐ HOME Program Manager
‐ CDBG Program Manager
‐ NSP Program Manager
 City Planning Department Representative (as needed)
 Other support staff as needed
‐ Community Revitalization Specialist (Project Manager)
‐ Housing Authority Supervisor
‐ Fiscal Manager
‐ Department of Economic Development
‐ Community Services Department Rep

HCD Loan & Grant Committee Approvals
This Committee will serve as the official “vetting “ process for Approval for all HCD projects and
programs approved by City Council for funding. This Committee approval represents the last due
diligence process. Approval from this Committee certifies to the Executive Director that the
project and/or program is ready to be placed under contract and signature approval by the
Executive Director. The Executive Director shall not be a voting member unless needed for a
quorum. The Executive Director shall maintain veto authority over any Committee action.
Committee approval must be in compliance with 24 CFR §92.2 & §92.3 and §92.250(b). No
Final Approval to commit funding can be motioned without the following due diligence:
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 Identifiable Project
 Secured all necessary financing (including Match sources)
 Budget Proforma (construction, development, sources & uses, sale or operating), if service
program (use subrecipient service line item budget form)
 Completed underwriting including (subsidy layering, reasonable & necessary cost analysis)
 Final Capacity Review of the organization
 Critical Path timeline schedule demonstrating project/program start within 12 months
through project/program completion

Convening the Committee
Formal meeting shall be scheduled every other week (TBA) to review project or program logistics
from pre‐planning through Request for Approval of the project/program for funding.
The committee will review the critical action items and issue Approval or Approval with Conditions
in order to proceed with placing the project or program under contract.

Presenting the Project/Program to the Committee
The Community Revitalization Specialist, as the project manager shall present the
project/program to the Loan & Grant Committee.

Records of the Committee
All Loan Committee meeting decisions and actions shall produce a written record (Loan
Committee Approval Record) for each item on its agenda. The Loan Committee record will also
serve as a check sheet for check and balance for producing all legal documents and ensure all
approvals, approval with conditions and compliance items are included in the final
program/project documents.
The Loan Committee Approval Record shall be formally produced and submitted to all committee
members within 24hrs of the committee meeting for review and/or corrections, if any. The
Committee record will be formally recorded into the records of the next meeting (with
corrections).21

Loan and Grant Committee Quorum
The Committee shall be formally constituted only when a quorum has been attained. A quorum of
the Committee shall be achieved upon the following:
‐

three (3) Program Managers in attendance {HOME, CDBG, NSP}

Rules of the Committee
1. Quorum must be odd number of voting members.
2. In the event of even number of voting members present, the Executive Director or its designee
or Finance Department representative becomes a voting member.
21

TBA Action Items: Quorum, Official Record‐keeper, Members
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3. In the event that the Program Manager of the funding program is not present, that member
shall have the right of appeal to the Committees final vote.
4. The Executive Director shall have veto authority over any Committee action.
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MESA HCD LOAN & GRANT COMMITTEE
DUE DILIGENCE PROCESS
(1)
Initial Application

(2)
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Application
Changes
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Site/Vertical
Changes
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“Perfecting”
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Construction Bdgt
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Rental Operating
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Projection
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Loan & Grant

Project
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Pre‐Development
“Tightening up

what’s moved”
Certify M/WBE
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Project Approval,
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Contract Closing
Perfect
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Underwriting and Subsidy Layering §92.2 , §92.3 and §92.504(a)
Income Determinations
Source Documentation for Income Determinations
In compliance with §92.203(a)(1)(i) and (a)(2) HCD shall examine at least three months of source
documentation (e.g., wage statements, interest statements, or unemployment compensation
documentation) when determining household income for all potential HOME beneficiaries.
Household Income: §92.203(d)(1); §92.254(a)(3)&(b)(2).
The income of ALL persons in the household (including nonrelated Individuals) when establishing
eligibility shall be counted.
Policy: If non‐compliance found, Re‐calculate income eligibility based on all persons in the household. If
over‐income, must treat as over‐income tenant.
Low and very low ‐income families (students) §92.2
Policy: If tenant currently living in HOME unit is a student who is not part of a low‐income family, or
does not qualify individually as a low‐income family, PJs must correct this non‐compliance by treating
the tenant as an over ‐income tenant.
1. Determining Household Income
For applicants who are submitting applications for the rehabilitation, construction and
development project activity:
A. Home Ownership Programs Annual Income Definition
Down Payment/Closing Cost Assistance Program
For –Sale Housing Production Program (Rehabilitation & New Construction)




The City of Mesa uses the Adjusted Gross Income as defined for reporting on IRS Form 1040 definition
of income.
B. Rental Programs Annual Income Definition
For applications for the purpose of occupancy, tenancy or the benefactor:




Rehabilitation
New Construction Rental
Tenant Based Rental Assistance (TBRA)

The City of Mesa uses the Part 5 definition of income. the income of a minor child is not included in the
determination of income, even though the minor will reside in the housing unit.
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2. Income Eligibility Calculator
a. Once all required documentation is collected, information from source documentation shall be
entered into the Dept. of HUD Calculator portal; and
b. Once income is calculated, print the screen, sign and date the HUD calculator printed screen
page; and
c. Attached to (or place in) file labeled [Income Eligibility]
An HUD calculator for income can be found at: https://www.hudexchange.info/incomecalculator/
3. Determining Asset Income
“Determining Asset Income” can be found at:
http://www.hud.gov/offices/cpd/affordablehousing/training/web/calculator/definitions/
treatment/determining.cfm

Asset Policy
Homebuyer Programs
1. Household assets (checking and savings accounts) may not exceed $15,000. Any amount
over $15,000 will be used toward the purchase and subtracted from the City’s contribution (will
be reviewed on a case‐by‐case basis). All members of an applicant household must provide
documentation of assets and income, including but not limited to:
(i). Three full months of paycheck stubs for each working member of the household, age 18 or
older
(ii). Verification of any other sources of income for all family members (Social Security, SSI,
Medicaid, Child Support (12 month history), Alimony (12 month history), retirement, etc.).
(iii). Prior two year’s tax returns (three years if self‐employed), including all addendums
and W‐2 forms, for every working member of the household age 18 or older.
(iv). Complete, most recent three months (90 days) of bank statements for savings accounts.
(v). Complete, most recent three months (90) days) of bank statements for checking accounts.
(vi). Documentation of retirement accounts, 401k accounts, IRAs, or other financial assets.
(vii). Verifiable documentation for any other sources of income and/or assets.
(viii). A letter of explanation, along with documentation supporting the explanation, is
required to be included for all unusual deposits and large cash withdrawals reflected in bank
statements. All pages of any bank statement will be required, and computer screen printouts
will not meet this requirement. Upon review of income and asset documentation, staff may
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request additional information to be used to explain or further document income and asset
eligibility.
(ix). Other conditions may apply. See specific HOME program for details.

Subordination Policy
General Policy

The City HCD shall only subordinate its security
instrument behind superior security instruments
that have only reasonable and necessary costs
directly attributable to the property.
Superior mortgage(s) that were refinanced with
equity out must have special approval of the HCD
Loan & Grant Committee and authorized by the
Executive Director of HCD.
The City HCD shall consider subordination
requests on a case by case basis, but is under no
obligation to subordinate and reserves the right to
deny any request.
The consideration of a request for loan
subordination is subject to the terms and conditions
of the individual loan made by the City. The terms of
an individual loan will prevail if they are more
restrictive than those of the City's general
subordination policy in effect at the time of the
request for subordination.
All requests for the subordination of the City's loan
must be made in writing. The request for
subordination must clearly state the reason for the
request.
Generally, HCD considers subordinations only for
the following reasons:
1. Life Emergency
2. Medical Emergency
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3. Re‐financing 1rst mortgage for lower interest

rate.

4. refinance from an adjustable‐rate mortgage to a

fixed‐rate mortgage.

5. refinance from a short‐term mortgage (less than

30 years) to a 30‐year mortgage.

6. To repair damage to the home resulting from

fire or natural catastrophe in excess of insurance
proceeds (provided that the minimum insurance
coverage required by the City was in effect).
The City Will Not consider requests for
subordination for the following reasons:
1. To receive cash out.
2. pay‐off revolving, automotive, or other
consumer debt.
3. new senior loan term does not exceed 30 years.
4. The borrower does not take cash out.
5. The new senior loan term does not exceed 30
years.
6. The new loan may not be greater than the lesser
of:
( 1) 90 percent of the current appraised value;
(2) The amount of the original senior Deed of
Trust.
The subordination position is either better than or
is equal to the City's prior subordination position.
No subordination may be approved that worsens
the City's position.
The subordination is subject to the condition that, in
the event of a foreclosure or a deed in‐lieu‐of‐
foreclosure, the resulting deed or trustee's deed will
be made subject to the City's affordability covenant
recorded against the property.
The City will only subordinate to a new first Deed of
Trust in favor of an institutional lender (Personal
loans are not allowed.)
The borrower is solely responsible for all costs and
fees associated with any required documentation
relating to the proposed agreement. The City will
be reimbursed its actual costs and attorney's fees
incurred in drafting or reviewing any required
documents.
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The City may ask that fees, points, and/or
commissions be limited. Reasonable third‐party
fees (for example, title and recording) will generally
be allowed. These costs may be financed as long as
the new loan complies with the City's limits on new
loan amount. Chain of title and title history
searches may be perform. Appraisal may be
requested.
Mortgage loans or equity lines of credit junior in
priority to the Deed of Trust are not permitted,
unless expressly approved by the City in writing.

Commitment of Funds
§92.250(b) HCD is required to underwrite all HOME projects (rental and homebuyer) whether or not the
projects are assisted with other governmental assistance. The subsidy layering and/or underwriting
must demonstrate that the City of Mesa is not investing any more HOME funds, alone or in combination
with other funds, than are necessary to provide quality, affordable, and financially viable housing for at
least the duration of the affordability period. The evaluation must determine a reasonable level of profit
or return on the owner’s or developer’s investment in a project.
In compliance with §92.250(b), prior to committing funds to a project, the HCD must:
1. Perform Underwriting and Subsidy Layering on the project in accordance with its guidelines to
determine:
a). a reasonable level of profit; or
b). return on owner's or developer's investment in a project; and
c). ensure the City does not invest any more HOME funds, alone or in combination with other
governmental assistance, than is necessary to provide quality affordable housing that is financially
viable for a reasonable period (at minimum, the period of affordability in §92.252 or §92.254); and
d). that will not provide a profit or return on the owner's or developer's investment that exceeds the
participating jurisdiction's established standards for the size, type, and complexity of the project.
The HCD is required to undertake:
(1) An examination of the sources and uses of funds for the project and a determination that the costs are
reasonable; and
(2) An assessment, at minimum, of the current market demand in the neighborhood in which the project
will be located, the experience of the developer, the financial capacity of the developer, and firm written
financial commitments for the project.
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(3) For projects involving rehabilitation of owner-occupied housing pursuant to §92.254(b):
(i) An underwriting analysis is required only if the HOME-funded rehabilitation loan is an amortizing
loan; and
(ii) A market analysis or evaluation of developer capacity is not required.
(4) For projects involving HOME-funded down payment assistance pursuant to §92.254(a) and which do
not include HOME-funded development activity, a market analysis or evaluation of developer capacity
is not required.
o
o
o
o

Assess the market conditions of the neighborhood in which the project will be located.
Assess the experience and financial capacity of the developer.
Determine whether there are firm financial commitments for the project.
Establish standards to assess the reasonableness of profit or return to the owner or
developer, for the size, type, and complexity of the project (this includes evaluating the arms‐
length of transactions within the project).

Note: Specific programmatic underwriting requirements can be found in each program policy and
procedure guidelines
HCD shall invest no more HOME funds in a project than is required to make the project financially
feasible.
1. Minimum HOME Funds Investment: All HOME funded projects must have a minimum investment
of $1,000 per unit to be eligible for funding (except TBRA funded projects).
2. Maximum HOME Funds Investment: The maximum subsidy in any HCD project shall be
determined using the 2012 221(d)(3) limits.
3. Allocating HOME costs: For multi‐unit projects, HCD in addition to project budget proforma
review for reasonable and necessary cost analysis, the Pro‐Rata Share Cost Allocation Method
shall also be analyzed as follows:
Comparable Units:
HOME Units = HOME Investment
Total Units = Total Eligible Development Costs
Non Comparable Units:
Total Eligible Costs for HOME units +[HOME unit sq.ft] x Eligible Common Costs
[Total unit sq.ft. ]
*Compare to Maximum per unit subsidy allowed.

Legal Agreements
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§92.504(c) requires provisions of a written agreement to help ensure that the agreements evidencing
commitment meet the HOME standards for written agreements.
HOME regulations require the City of Mesa (PJ) to enter into a legally binding commitment within 24
months of signing the HOME Investment Partnerships Agreement. Notwithstanding other HOME
programmatic requirements, the vetting process to commit funding must include:
1. Dates (including all formal processes, written agreements) §92.504.
2. Underwriting due diligence including subsidy layering, §92.3 and §92.254(f)
Reasonable and necessary cost analysis; and §92.3 and §92.254(f)(1)
3. Formal Approval Processes (memorialized in operational P&Ps and included in the Consolidated
and/or Annual Action Plan) §92.504(a).
4. Commitments must be in compliance with commitment timelines including, but not limited to,
project is shovel ready within 12 months and funding commitment is made within 24 months of
signing the HOME Investment Partnerships Agreement.
5. CHDOs must meet compliance under §92.208.
Note ‐ Funds are considered committed only when the PJ has a legally binding written Agreement
with a State recipient, a subrecipient, or a contractor to use a specific amount of HOME funds and
the Agreement has been entered into IDIS.
Non Compliance Commitments22
All commitments must adhere to the guidelines and approval processes under this section to be in
compliance with the HOME program new Final Rule.23
In addition, the following constitutes noncompliance:




A PJ and a subrecipient that the PJ controls (such as an authority that is part
of the local government), or
A lead entity of a consortium and a consortium member.

These entities are considered a part of the PJ itself, and not separate entities.

Record Keeping
The City of Mesa, HUD, the Comptroller General of the United States or any of their authorized
representatives, has the right to access the Project and any books, documents, papers or other
records of a HOME assisted unit.
Developers/owners will maintain all books and records pertaining to HOME assisted units with the
provisions of 24 C.F.R. § 92.508 for a period of not less than five (5) years after the affordability
Any commitments made outside of Process for Approval and due diligence protocol herein will not be considered in
compliance.

22

City Council approvals shall be considered as “Reservation of Funding” until that project or program undergo the due
diligence & approval sequence under this section

23
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period ends and all matters pertaining to the project (e.g., audit, disputes or litigation) are resolved
under applicable federal or state laws, regulations or policies.
Developers/Owners shall maintain records for inspection by DCD in the checklists included in the
following pages. The developer/owner will make any additional records requested available to
the City of Mesa upon request.

Lease Requirements
The lease between a tenant and an owner of rental housing assisted with HOME funds must be for
not less than one year, unless by mutual agreement between the tenant and the owner.
Prohibited lease terms. The lease may not contain any of the following provisions:
o Agreement to be sued. Agreement by the tenant to be sued, to admit guilt, or to a judgment in
favor of the owner in a lawsuit brought in connection with the lease;
o Treatment of property. Agreement by the tenant that the owner may take, hold, or sell
personal property of household members without notice to the tenant and a court decision
on the rights of the parties. This prohibition, however, does not apply to an agreement by
the tenant concerning disposition of personal property remaining in the housing unit after
the tenant has moved out of the unit. The owner may dispose of this personal property in
accordance with State law;
o Excusing owner from responsibility. Agreement by the tenant not to hold the owner or the
owner’s agents legally responsible for any action or failure to act, whether intentional or
negligent;
o Waiver of notice. Agreement of the tenant that the owner may institute a lawsuit
without notice to the tenant;
o Waiver of legal proceedings. Agreement by the tenant that the owner may evict the tenant or
household members without instituting a civil court proceeding in which the tenant has the
opportunity to present a defense, or before a court decision on the rights of the parties;
o Waiver of a jury trial. Agreement by the tenant to waive any right to a trial by jury;
o Waiver of right to appeal court decision. Agreement by the tenant to waive the tenant’s
right to appeal, or to otherwise challenge in court, a court decision in connection with
the lease; and
o Tenant chargeable with cost of legal actions regardless of outcome.
Agreement by the tenant to pay attorney’s fees or other legal costs even if the tenant wins
in court proceeding by the owner against the tenant. The tenant, however, may be
obligated to pay costs if the tenant loses.
o Termination of tenancy. An owner may not terminate the tenancy or refuse to renew the lease
of a tenant of rental housing assisted with HOME funds except for serious or repeated violation
of the terms and conditions of the lease; for violation of applicable Federal, State, or local law;
for completion of the tenancy period for transitional housing; or for other good cause. To
terminate or refuse to renew tenancy, the owner must serve written notice upon the tenant
specifying the grounds for the action at least 30 days before the termination of tenancy.
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CROSS‐CUTTING REGULATORY REQUIREMENTS
Davis Bacon Act
Any contract for the construction of Affordable Housing with 12 or more units will require that all
laborers and mechanics who are employed to perform work on any project, or any contractor or
construction work which is financed, in whole or in part, with assistance which is received under the
Housing and Community Development Act of 1974 shall be paid wages at rates which are not less than
those that prevail in the locality for similar construction and shall receive overtime compensation in
accordance with the Contract Work Hours and Safety Standards Act.
The contractor and its subcontractors shall also comply with all applicable Federal laws and regulations,
which pertain to labor standards, including the minimum wage law.
Recipients of HOME funds shall:
o Not discriminate against any employee or applicant for employment on the basis of religion
and not limit employment or give preference in employment to persons on the basis of religion;
and
o Not discriminate against any person applying for such public services on the basis of religion
and not limit such services or give preference to persons on the basis of religion; and
o Provide no religious instruction or counseling, conduct no religious worship or services,
engage in no religious proselytizing and exert no other religious influence in the provision
of such public services.
o http://www.hud.gov/progdesc/sec‐109.cfm

Conflicts Of Interest

§92.356

No person who is an employee, agent, consultant, officer, or elected official or appointed official of the City
of Mesa or recipient which are receiving HOME funds of this section who exercise or have exercised any
functions or responsibilities with respect to activities assisted with HOME funds or who are in a position
to participate in a decision making process or gain inside information with regard to these activities, may
obtain a financial interest or benefit from a HOME‐assisted activity, or have an interest in any contract,
subcontract or agreement with respect thereto, or the proceeds there under, either for themselves or
those with whom they have family or business ties, during their tenure or for one year thereafter. The
conflict of interest provisions above apply to any person.

Uniform Relocation Act
All owners/developers shall be in compliance with the Uniform Relocation Assistance and Real
Property Acquisition Policies Act of 1970, as amended (42 U.S.C. 4601 et seq.), in accordance with the
following objectives:
o To ensure that owners of real property to be acquired for Federal and federally‐ assisted
projects are treated fairly and consistently, to encourage and expedite acquisition by
agreements with such owners, to minimize litigation and relieve congestion in the courts, and
to promote public confidence in Federal and federally‐assisted land acquisition programs;
o To ensure that persons displaced as a direct result of Federal or federally assisted projects
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are treated fairly, consistently, and equitably so that such persons will not suffer
disproportionate injuries as a result of projects designed for the benefit of the public as a
whole; and
o To ensure that Agencies implement these regulations in a manner that is efficient and cost
effective.

§92.352 Environmental Review.
An environmental review is required for the acquisition of any property using federal funds.
Generally, all projects shall comply under §92.352. The environmental effects of each activity
carried out with HOME funds must be assessed in accordance with the provisions of the National
Environmental Policy Act of 1969 (NEPA) (42 U.S.C. 4321) and the related authorities listed in
HUD's implementing regulations at 24 CFR parts 50 and 58.
The applicability of the provisions of 24 CFR part 50 or part 58 is based on the HOME project (new
construction, rehabilitation, acquisition) or activity (tenant‐based rental assistance) as a whole,
not on the type of the cost paid with HOME funds.
Depending on the type of property, the environmental review may vary in complexity and process.
The Certifying Officer shall determine the level of the Environmental Review that is required for
the acquisition of the property. The review must be completed and the property determined to be
cleared for acquisition for this purpose prior to proceeding with the purchase.
No funds may be committed to a HOME activity or project before the completion of the
environmental review.

Site and Neighborhood Standards
Proposed sites for potential HOME projects must meet the following site and neighborhood
standards:
 Be adequate to accommodate the number and type of units proposed;
 Have sufficient utilities and streets must to service the site;
 Be in full compliance with the applicable provisions of Title VI of the Civil Rights Act of
1964, Title VIII of the Civil Rights Act of 1968, E.O. 11063;
 Promote greater choice of housing opportunities;
 Avoid undue concentration of assisted persons in areas containing a high
proportion of low‐income persons.
 Be accessible to social, recreational, educational, commercial, and health facilities
and services,
 Be accessible to municipal facilities and services that are at least equivalent to those
typically found in neighborhoods consisting largely of unassisted, standard housing of
similar market rents.
 Be so located to places of employment providing a range of jobs for lower‐ income
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workers.
 The neighborhood must not be one which is seriously detrimental to family life or other
undesirable conditions predominate, unless there is actively in progress a concerted
program to remedy the undesirable conditions.

The site must not be located in an area of minority concentration, except as permitted below:
 Sufficient, comparable opportunities exist for housing for minority families, in the income
range to be served by the proposed project, outside areas of minority concentration; or
 The project is necessary to meet overriding housing needs that cannot be met in that
housing market area.

Please refer to 24 CFR 983.6 for more details regarding utilization of the exceptions listed
above.

Property Standards
1. To meet both HOME regulations and City goals, all HOME‐funded projects must meet certain
physical standards intended to provide quality affordable housing that is durable and energy
efficient.
2. Construction must meet all local codes including International Building Code 2009 and the
International Energy Conservation Code 2009 as adopted by the City of Mesa.
3. All new construction projects must be certified under the most current Energy Star New Homes
(projects 3 stories or less) or Energy Star Standards for Multifamily High Rise Buildings rating
system. For more information please follow the link below:
www.energystar.gov/index.cfm?c=multifam_housing.bus_multifam_housing
4. All HOME projects must meet applicable Section 504/UFAS requirements. New construction
projects with 5 or more HOME‐assisted units must provide 5% of the development’s units for
physically disabled occupants and another 2% of units designed to be accessible to those with
visual or hearing impairments. Additionally, covered multifamily dwellings, as defined at 24 CFR
100.201, must also meet the design and construction requirements required by the Fair Housing
Act as outlined in 24 CFR 100.205.
5. All ground floor or elevator accessible units in multi‐family structures funded with HOME funds
shall be visit‐able and meet the following minimum Universal Design requirements:
A. Have at least one no‐step main floor entry with a threshold of ½ inch or less;
B. All doorways on the main floor must be 32 inches wide when open at a 90 degree angle; and
C. All main floor hallways must be at least 42 inches wide;
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D. All main floor bathrooms must include blocking for future grab bar installation which is not less
than 33 inches and no more than 36 inches above the floor (this does not require grab bars
actually be installed during construction, just that blocking be put in place); and
E. Each unit must be provided with at least one half‐bathroom on the main floor with i) a clear
floor space of 30 by 48 inches centered on and contiguous to the sink that is not encroached by the
swing path of the bathroom door and ii) a sink and toilet that allow for parallel or head‐on
approach by a person in a wheelchair.
6. Any project involving the rehabilitation of existing structures must comply with the Lead Based
Paint requirements of 24 CFR 92.355. In general the City prefers that any project with lead based
paint be fully abated such that it can be deemed lead free upon project completion.

Construction Standards
Housing that is constructed or rehabilitated with HOME funds must meet all applicable local codes,
rehabilitation standards, ordinances, and zoning ordinances at the time of project completion.
Specifically, housing must meet the City of Mesa HOME Construction Standards (attached to this
document) and must conform to any design plans and specifications provided as part of a developer or
owner application.
Newly constructed housing must meet the current edition of the Model Energy Code published by the
Council of American Building Officials. All other HOME‐assisted housing (e.g., acquisition) must meet all
applicable State and local housing quality standards and code requirements and if there are no such
standards or code requirements, the housing must meet the housing quality standards in 24 CFR
982.401.
The housing must meet the accessibility requirements at 24 CFR part 8, which implements Section 504
of the Rehabilitation Act of 1973 (29 U.S.C. 794) and covered multifamily dwellings, as defined at 24
CFR 100.201, must also meet the design and construction requirements at 24 CFR 100.205, which
implement the Fair Housing Act (42 U.S.C. 3601‐3619).
Construction of all manufactured housing must meet the Manufactured Home Construction and
Safety Standards established in 24 CFR Part 3280. These standards pre‐empt State and local codes
covering the same aspects of performance for such housing.
An owner of rental housing assisted with HOME funds must maintain the housing in compliance with
all applicable State and local housing quality standards and code requirements and if there are no such
standards or code requirements, the housing must meet the housing quality standards in 24 CFR
982.401.
The following requirements apply to housing for homeownership that is to be rehabilitated after
transfer of the ownership interest:
Before the transfer of the homeownership interest, the City of Mesa will:



Inspect the housing for any defects that pose a danger to health; and
Notify the prospective purchaser of the work needed to cure the defects and the time by which
defects must be cured and applicable property standards met.
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The housing must be free from all noted health and safety defects before occupancy.

Lead Paint Hazard
The HOME Program requires owners/developers to take actions to reduce lead‐based paint hazards in
HOME‐assisted units. Owners must comply with 24 CFR 35, the regulations implementing the Lead‐
Based Paint Poisoning Prevention Act along with requirements for dealing with lead‐based paint found
in the Uniform Physical Condition Standards (UPCS). Current Part 35 requirements stipulate that all
occupants receive and acknowledge notice of the possible presence of lead paint.
Level of Assistance
in Property
Assistance of more
than
$5,000 per unit up
to and including
$25,000 per unit

Hazard
Reduction
Interim controls.

Summary of Requirements
Interim controls means a set of measures
designed to reduce temporarily human
exposure or likely exposure to lead‐based
paint hazards.
Once work is completed a passing a RI Dept.
of Health LEAD SAFE CERTIFICATE must be
realized for the exterior, common spaces,
and all assisted units.

Assistance of more
Abatement of
than $25,000 per unit lead‐ based
paint hazards.

Interim controls include, but are not limited
to, repairs, painting, temporary containment,
Abatement means any set of measures
designed to permanently eliminate lead‐
based paint or lead‐ based paint hazards
(see definition of “permanent”) on the
exterior, common spaces, and all assisted
units.
Once work is completed a passing a RI Dept.
of Health Lead Free Certificate must be
realized for the exterior, common spaces,
and all assisted units.
Abatement includes:
(1)
The removal of lead‐based paint and
dust‐ lead hazards, the permanent
enclosure or encapsulation of lead‐
based paint, the replacement of

The Lead‐Based Paint Poisoning Prevention Act applies to all units in a property assisted with HOME
funds ‐‐ not only to HOME‐assisted units. During the compliance review, staff will monitor to ensure that
the owner has conducted all necessary activities and maintained appropriate documentation in their files.
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Owners/developers must be in compliance with 24CFR35 and Sections 302 and 401 (b) of the Lead‐Based
Paint Poisoning Prevention Act. This subpart implements the provisions of 42 U.S.C. 4852d, which impose
requirements on the sale or lease of housing. The seller or lessor of housing shall:
o Disclose to the purchaser or lessee the presence of any known lead‐based paint and/or lead‐
based paint hazards;
o Provide available records and reports;
o Provide the purchaser or lessee with a lead hazard information pamphlet;
o Give purchasers a 10‐day opportunity to conduct a risk assessment or inspection;
and
o Attach specific disclosure and warning language to the sales or leasing contract before the
purchaser or lessee is obligated under a contract to purchase or lease target housing.
In addition, any disturbance of a painted surface on housing constructed prior to 1978 requires
additional testing, notices and remediation as specified by 24CFR35.

Fair Housing
Recipients of HOME funds are held to Title VI of the Civil Rights Act of 1964 (42 U.S.C. 2000d‐2000d‐
4), the Fair Housing Act (42 U.S.C. 3601 et seq.), E.O. 11063 20Title VI of the Civil Rights Act of 1964, P.
L. 88‐352 and the regulations of HUD with respect thereto, including 24 CFR, Parts 1.
HOME recipients are prohibited from discriminating on the basis of:

 Race

 Ethnicity

 Color

 Gender

 Religion

 Gender Identity

 National origin

 Language(s) Spoken

 Alcohol & Illegal Substance
 Disability Status (Including prior
Addictions)

 Literacy
 Sexual Orientation

 Familial status
Discrimination is prohibited in the assistance, tenant selection, sale, rental, and financing of dwellings.
It is also prohibited in program administration and any enforcement mechanisms.
No person in the United States shall on the ground of race, color, national origin (or any of the other
items listed above) be excluded from participation in, be denied the benefits of, or be subjected to
discrimination under any program or activity receiving federal funding and/or assistance. Assistance
includes:


Grants and loans of Federal funds,
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The grant or donation of Federal property and interests in property,



The detail of Federal personnel,



The sale and lease of, and the permission to use (on other than a casual or transient basis),
Federal property or any interest in such property without consideration or at a nominal
consideration, or at a consideration which is reduced for the purpose of assisting the
recipient, or in recognition of the public interest to be served by such sale or lease to the
recipient, and
Any Federal agreement, arrangement, or other contract which has as one of its purposes the
provision of assistance.



Affirmative Marketing and Minority Outreach
Each HOME developer must adopt affirmative marketing procedures and requirements for rental and
homebuyer projects containing 5 or more HOME‐ assisted housing units.
HOME developers shall use the Equal Housing Opportunity Slogan, logo, or statement must in all
advertisements, public service announcements, press releases, and information mailings. The HUD
Fair Housing poster must be displayed in offices where rental activity takes place for all properties
with five or more units.
Affirmative marketing steps consist of actions to provide information and otherwise attract eligible
without regard to:








Race,
Color,
National origin,
Sex,
Religion,
Familial status or
Disability.

The affirmative marketing procedures do not apply to families with Section 8 tenant‐ based rental
housing assistance or families with tenant‐based rental assistance provided with HOME funds.)
The affirmative marketing requirements and procedures adopted must include:





Methods for informing the public about Federal fair housing laws and the affirmative
marketing policy;
Procedures to inform and solicit applications from persons in the housing market area who are
not likely to apply for the housing without special outreach (e.g., use of community
organizations, places of worship, employment centers, fair housing groups, or housing
counseling agencies);
Records that will be kept describing actions taken to affirmatively market units and records
to assess the results of these actions; and

Developers to the maximum extent possible, will be inclusive of minorities and women, and entities
owned by minorities and women, including, without limitation, real estate firms, construction firms,
appraisal firms, management firms, financial institutions, investment banking firms, underwriters,
accountants, and providers of legal services, in all contracts entered into by the participating
jurisdiction with such persons or entities, public and private, in order to facilitate the activities of the
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participating jurisdiction to provide affordable housing authorized under this Act or any other Federal
housing law applicable to such jurisdiction.

Violence Against Women Reauthorization Act of 201324
Date Published: December 2013
VAWA 2013 was signed into law on March 7, 2013. Some of the key changes related to housing include:
 VAWA 2013 maintains protections for public housing, Section 8 vouchers, and project‐based Section
8, and also expands the housing protections from VAWA 2005 to include the following programs
which includes HUD’s HOME Programs:









HOME Investment Partnerships Program
§202 Supportive Housing for the Elderly
Section 236 Rental Program
§811 supportive housing for people with disabilities
Section 221(d)(3) Below Market Interest Rate (BMIR) Program
Housing Opportunities for Persons With Aids (HOPWA) Program
Homeless programs under Title IV of the McKinney‐Vento Homeless Assistance Act
Low‐Income Housing Tax Credit properties o USDA Rural Housing properties

 VAWA 2013 continues to bar eviction and termination due to a tenant’s status as a victim of domestic
violence, dating violence, or stalking, and requires landlords to maintain survivor‐tenant
confidentiality. It also continues to prohibit a tenant who is a survivor of domestic violence, dating
violence, sexual assault, and stalking from being denied assistance, tenancy, or occupancy rights
based solely on criminal activity related to an act of violence committed against them.
 VAWA 2013 now expressly extends housing protections to survivors of sexual assault, and adds
“intimate partner” to the list of eligible relationships in the domestic violence definition. Protections
also now cover an “affiliated individual,” which includes any lawful occupant living in the survivor’s
household, or related to the survivor by blood or marriage including the survivor’s spouse, parent,
brother, sister, child, or any person to whom the survivor stands in loco parentis.
 VAWA 2013 continues to allow a lease bifurcation so a tenant or lawful occupant who engages in
criminal activity directly relating to domestic violence, dating violence, sexual assault, or stalking
against an affiliated individual or other individual, or others may be evicted or removed without U.S.
HCD of Housing and Urban Development 2 evicting or removing or otherwise penalizing a victim who
is a tenant or lawful occupant.
If victim cannot establish eligibility, the PHA, owner, or manager must give a reasonable amount of
time to find new housing or establish eligibility under another covered housing program.
Resource Links
HOMEfires Vol. 11 No. 1: Guidance on the Impact of the Violence Against Women Reauthorization Act of 2013
on HOME‐Funded Projects (PDF)
24
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 New housing protections in VAWA 2013 includes the requirement that each appropriate agency
develop a notice of rights under VAWA 2013 for tenants and provide such notice at the time a person
applies for housing, when a person is admitted as a tenant of a housing unit, and when a tenant is
threatened with eviction or termination of housing benefits.
 VAWA 20213 extends the documentation and confidentiality provisions found in all existing VAWA
requirements to all HUD covered programs.
 VAWA 2013 requires each appropriate agency to adopt a model emergency transfer plan for use by
public housing agencies, owners or managers of housing, and other housing providers participating in
HUD covered programs. Tenants must request an emergency transfer and reasonably believe that
they are threatened with imminent harm from further violence if the tenant remains in the same unit.
While HUD is developing regulations to codify these important protections for HUD‐covered
programs and to provide guidance on such statutory provisions as “reasonable time”, and “notice of
rights,” housing providers in HUD‐covered programs should not wait on HUD regulations to extend
the basic VAWA protections (e.g., no eviction or termination to survivors of domestic violence) to
tenants residing in HUD assisted housing.
 Furthermore, we would like to take this opportunity to remind you that certain policies and practices
that treat victims of domestic violence, dating violence, sexual assault, or stalking different from other
tenants may be considered to be discrimination on the basis of sex under the federal Fair Housing Act.
If a housing provider refuses to rent, evicts, or otherwise treats someone differently because of that
person’s status as a victim of domestic violence, dating violence, sexual assault, or stalking, HUD or
the courts may find a violation under the Fair Housing Act due to direct discrimination, unequal
treatment, or disparate impact. If a jurisdiction or other entity encourages or causes differential
treatment toward domestic violence victims, that jurisdiction or entity could encounter liability.
 For these reasons, we encourage you to review the HUD Notice published in the Federal Register and
HUD’s 2011 guidance on domestic violence and fair housing. (Please note that the 2011 guidance
covers protections under the Fair Housing Act and under VAWA 2005 but has not yet been updated to
include the protections under VAWA 2013). If you have any questions, please contact your local CPD
Field Office.

Housing Accessibility
Most housing properties fall under several different laws. Federal programs and the age of the property
determine which laws apply.


Title VIII of the Civil Rights Act of 1968 (Fair Housing Act) protects race, religion, sex and
national origin



The Fair Housing Amendments Act of 1998 (Amendments Act ‐ FHAA) added disability and
familial status



The Americans with Disabilities act (ADA) of 1990 addresses public accommodations
(rental offices and common areas are considered public accommodations)
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 Section 504 of the Rehabilitation Act of 1973 (Section 504) applies to those receiving federal
assistance

Disability Rights in Housing
Federal laws define a person with a disability as "Any person who has a physical or mental impairment
that substantially limits one or more major life activities; has a record of such impairment; or is
regarded as having such impairment."
In general, a physical or mental impairment includes hearing, mobility and visual impairments, chronic
alcoholism, chronic mental illness, AIDS, AIDS Related Complex, and mental retardation that
substantially limits one or more major life activities. Major life activities include walking, talking and
hearing, seeing, breathing, learning, performing manual tasks, and caring for oneself.
Disability Rights in Private and Public Housing regardless of whether you live in private or public
housing, Federal laws provide the following rights to persons with disabilities:


Prohibits discrimination against persons with disabilities. It is unlawful for a housing provider
to refuse to rent or sell to a person simply because of a disability. A housing provider may not
impose different application or qualification criteria, rental fees or sales prices, and rental or
sales terms or conditions than those required of or provided to persons who are not disabled.
Example: A housing provider may not refuse to rent to an otherwise qualified individual with a
mental disability because they are uncomfortable with the individual's disability. Such an act
would violate the Fair Housing Act because it denies a person housing solely on the basis of their
disability.



Requires housing providers to make reasonable accommodations for persons with disabilities.
A reasonable accommodation is a change in rules, policies, practices, or services so that a person
with a disability will have an equal opportunity to use and enjoy a dwelling unit or common
space. A housing provider should do everything they can to assist, but they are not required to
make changes that would fundamentally alter the program or create an undue financial and
administrative burden. Reasonable accommodations may be necessary at all stages of the
housing process, including application, tenancy, or to prevent eviction.
Example: A housing provider would make a reasonable accommodation for a tenant with mobility
impairment by fulfilling the tenant's request for a reserved parking space in front of the entrance
to their unit, even though all parking is unreserved.



Requires housing providers to allow persons with disabilities to make reasonable modifications.
A reasonable modification is a structural modification that is made to allow persons with
disabilities the full enjoyment of the housing and related facilities.
Examples of a reasonable modification: would include allowing a person with a disability to install
a ramp into a building, lower the entry threshold of a unit, or install grab bars in a bathroom.

Reasonable modifications are usually made at the resident's expense. However, there are resources
available for helping fund building modifications. Additionally, if you live in federally assisted housing
the housing provider may be required to pay for the modification if it does not amount to an undue
financial and administrative burden.
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For more information, see the Reasonable Accommodations section of the Section 504 Frequently Asked
Questions page.
http://portal.hud.gov/hudportal/HUD?src=/program_offices/fair_housing_equal_opp/disa bilities/sect504

Housing Accommodations
New multifamily housing be designed and constructed to be accessible. In covered multifamily housing
consisting of 4 or more units with an elevator built for first occupancy after March 13, 1991, all units
must comply with the following seven design and construction requirements of the Fair Housing Act:
 Accessible Entrance on an Accessible Route
 Accessible Public and Common‐Use Areas
 Usable Doors
 Accessible Route Into and Through the Dwelling Unit
 Accessible Light Switches, Electrical Outlets, Thermostats, and Environmental Controls
 Reinforced Walls in Bathrooms
 Usable Kitchens and Bathrooms
 In covered multifamily housing without an elevator that consists of 4 or more units built for
first occupancy after March 13, 1991, all ground floor units must comply with the Fair Housing
Act’s seven design and construction requirements.
For information on how to comply with the physical accessibility requirements of the Fair Housing Act,
visit the Fair Housing Accessibility FIRST Web site: http://www.fairhousingfirst.org/.
These requirements apply to most public and private housing. However, there are limited exemptions
for owner‐occupied buildings with no more than four units, single‐ family housing sold or rented
without the use of a broker, and housing operated by organizations and private clubs that limit
occupancy to members.
If you live in federally assisted multifamily housing consisting of 5 or more units, 5 percent of these units
(or at least one unit, whichever is greater) must meet more stringent physical accessibility
requirements. Additionally, 2 percent of units (or at least one unit, whichever is greater) must be
accessible for persons with visual or hearing disabilities. For more information, visit Section 504
Questions and Answers:
http://portal.hud.gov/hudportal/HUD?src=/program_offices/fair_housing_equal_opp/disa bilities/sect504faq

People with Disabilities in Federally Assisted Housing
Federal law makes it illegal for an otherwise qualified individual with a disability to be excluded, solely
because of his or her disability, from programs receiving federal financial assistance.
For more information on the rights of persons with disabilities in federally assisted housing as well as
the responsibilities of housing providers who receive federal financial assistance, visit our Section 504:
Disability Rights in HUD Programs site:
http://portal.hud.gov/hudportal/HUD?src=/program_offices/fair_housing_equal_opp/disa bilities/sect504
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Zoning and Land Use: It is unlawful for local governments to utilize land use and zoning policies to keep
persons with disabilities from locating to their area. For more information, see the Joint Statement of
DOJ and HUD on Group Homes, Local Land Use, and the Fair Housing Act.
http://www.justice.gov/crt/joint‐statement‐department‐justice‐and‐department‐housing‐and‐urban‐development‐1

State and Local Laws: Many states and localities have fair housing laws that are substantially equivalent
to the Federal Fair Housing Act. Some of these laws prohibit discrimination on additional bases, such as
source of income or marital status. Some of these laws may impose more stringent design and
construction standards for new multifamily housing.

The Americans with Disabilities Act
In most cases, the ADA does not apply to residential housing. Rather, the ADA applies to places of public
accommodation such as restaurants, retail stores, libraries, and hospitals as well as commercial facilities
such as office buildings, warehouses, and factories. However, Title III of the ADA covers public and
common use areas at housing developments when these public areas are, by their nature, open to the
general public. For example, it covers the rental office since the rental office is open to the general
public.
Title II of the ADA applies to all programs, services, and activities provided or made available by public
entities. This includes housing when the housing is provided or made available by a public entity. For
example, housing covered by Title II of the ADA includes public housing authorities that meet the ADA
definition of "public entity," and housing operated by States or units of local government, such as
housing on a State university campus.
For more information on the Americans with Disabilities Act, visit the Department of Justice ADA Home
Page. http://www.ada.gov/
For information on how HUD processes housing discrimination complaints, see Fair Housing‐It's Your
Right:
http://portal.hud.gov/hudportal/HUD?src=/program_offices/fair_housing_equal_opp/FHL aws/yourrights

US Department of Housing & Urban Development Office of Fair Housing & Equal Opportunity UFAS
Accessibility Checklist:
http://portal.hud.gov/hudportal/documents/huddoc?id=UFASAC_PHAs5708.pdf

Financial Management Requirements
Projects and programs receiving HUD funds must abide by the financial management requirements of
the Federal Office of Management and Budgets which pertain to their particular type of organization,
whether it is an institution of Higher Education, a hospital, other non‐profit, a state, a local
government, etc. For instance, a CHDO serving as a sub‐recipient for the Consortium and as a
development organization has different OMB requirements based on their activity. Additionally, 2 CFR
200 is used as the over‐arching rule governing financial management requirements.
Some of the basic financial requirements are:
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OMB Circular A‐87: Cost Principles for State, Local and Indian Tribal Governments
Codified in 2CFR Section 225
(http://www.whitehouse.gov/omb/circulars_a087_2004)
OMB Circular A‐110: Uniform Administrative Requirements for grants and Agreement with
Institutions of Higher Education, Hospitals and Other Non‐Profit Organizations
(http://www.whitehouse.gov/omb/circulars/a110/a110.html);
OMB Circular A‐133: Audits of States, Local Governments and Non‐Profit Organizations
(http://www.whitehouse.gov/omb/circulars/a133/a133.html );
OMB Circular A‐122: Cost Principles for Non‐Profit Organizations
(http://www.whitehouse.gov/omb/circulars/a122/a122.html)
2 CFR 200: PART 200—Uniform Administrative Requirements, Cost Principles, And Audit
Requirements For Federal Awards
(http://www.ecfr.gov/cgi-bin/text-idx?tpl=/ecfrbrowse/Title02/2cfr200_main_02.tpl)
Audit Requirements for Non‐Profit Organizations
Non‐profit organizations subject to regulations in the part 200 and part 800 series of title 24 of the CFR
shall comply with the audit requirements of revised OMB Circular A‐133, “Audits of States, Local
Governments, and Non‐profit Organizations” (see 24 CFR 84.26). For HUD programs, a non‐profit
organization is the mortgagor or owner (as these terms are defined in the regulations in the part 200
and part 800 series) and not a related or affiliated organization or entity.
Audit Requirements for Community Housing Development Organizations (CHDOs)
Has standards of financial accountability that conform to 2 CFR 200.302, ‘Financial Management’ and 2
CFR 200.303, ‘Internal Controls’

Other Federal Requirements
The Federal requirements set forth in 24 CFR part 5, subpart A, are applicable to participants in the
HOME program. The requirements of this subpart include:


Nondiscrimination and equal opportunity;



Disclosure requirements;



Debarred, suspended or ineligible contractors; and



Drug‐free workplace.

The nondiscrimination requirements at section 282 of the Act are applicable. These requirements are
waived in connection with the use of HOME funds on lands set aside under the Hawaiian Homes
Commission Act, 1920 (42 Stat.108).
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Calculating Annual (Gross) Income
The annual income definition found at 24 CFR Part 5 is used by a variety of Federal programs including
Section 8, public housing and the Low‐Income Housing Tax Credit Program and will be used as the
qualifying standard for City of Mesa housing programs. Annual income is used to determine program
eligibility and, in some programs, the level of assistance the household will receive. This definition was
formerly commonly referred to as the Section 8 definition.
The Part 5 definition of annual income is the gross amount of income of all adult household members
that is anticipated to be received during the coming 12‐month period. Each of the italicized phrases in
this definition is key to understanding the requirements for calculating annual income:


Gross amount. For those types of income counted, gross amounts (before any
deductions have been taken) are used;



Income of all adult household members. The Part 5 definition of annual income contains
income “inclusions” – types of income to be counted – and “exclusions” – types of income
that are not considered (for example, income of minors); and



Anticipated to be received. The Part 5 annual income is used to determine eligibility
and the amount of Federal assistance a family can receive. Therefore, Developers shall
use a household’s expected ability to pay, rather than past earnings, when estimating
housing assistance needs.

Beneficiaries of HOME funds‐ homebuyers, homeowners, or tenants‐ must be determined income
eligible based upon a review of their projected gross anticipated annual income by all adult
household members (everyone 18 years of age and older).


The income determination cannot be more than 6 months old at the time the
assistance is received.



The income of household receiving tenant based rental assistance or living in rental
housing cannot exceed the HOME income limits for their designated unit over time.

ALL HOME recipients are required to document:


Income of ALL Adults (persons 18 and over), even if there is no income



If there are more than one ADULT in a household, documentation must be provided
for each ADULT household member.



If an adult has more than one income source or job, each source of income should have its
own documentation (i.e. paystubs for employment & RIW benefit letter for Jane Smith).

To determine if applicants are income eligible, recipients shall review and verify income using the
following (but not limited to):


Pay stubs



SSI/SSDI benefit letters



Pension Statements
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Wage statements



Interest statements



Unemployment compensation statements



Tax returns, w‐2 forms



Profit and loss statement from business

Other Third party documentation (bank statements, etc). Recipients of the City’s HOME program must
use Part 5 definition for determining income. Remember that the Part 5 definition includes assets in its
calculation of income (see the attached Part 5 Income Workbook).

Program Compliance Monitoring and Oversight
Monitoring can help ensure compliance.
Monitoring is a key tool for the City of Mesa to evaluate their operating procedures and systems, and those
of their housing partners. Monitoring is also an effective tool for long term evaluation of the City’s HOME
program funds invested to ensure quality affordable housing over the long term.
Effective monitoring evaluates an organization’s compliance with program requirements, and also
identifies areas of strong performance and performance areas that need improvement. Monitoring
can be used to evaluate several functions within the project or Subrecipient’s operational system,
including Financial and Administrative, Program Operations, and Projects. Monitoring may uncover
specific instances of noncompliance with important program rules, but it is generally focused on
evaluating whether or not an organization has an effective flow of work, and has incorporated checks
and balances into its operations, so that compliance is built into the standard operating procedures.

Monitoring can help PJs meet program goals.
PJs need to assess the way they and their housing partners do business, in order to improve program
performance. Monitoring can uncover areas of inefficiency, or identify problems that interfere with
program achievement. With this information, PJs can take actions to correct noted deficiencies, thereby
improving program performance.
On‐Site Inspections
Generally, at a minimum, the City of Mesa shall follow HOME program requirements as established by
HUD regarding on‐going monitoring and inspections. Each project shall undergo a risk assessment
based on several factors including, but not limited to:







The TDC of the project
The amount of HOME assistance in the project
The history of the project through completion
The size of the project
The scope of the project
The experience of the Developer, Development Team or Management Team
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In order for the City of Mesa to verify compliance with property standards and the information submitted
by owners on tenants’ incomes, rents and other HOME rental requirements during a project’s period of
affordability, HOME rules require on‐site inspections of HOME properties according to the total number
of units in a project as follows:
Number of Units
1‐4
5‐25
26 or more

Inspection Required
Every 3 years
Every 2 years
Annually

Although not all units must be inspected in large projects (on a sampling), it shall be the City’s policy to
inspect All HOME units in a project for the first inspection and at a minimum, twenty percent (20%) of
the HOME assisted units afterwards, providing that the risk assessment demonstrates low risk. In
addition, after the initial inspection, at least one HOME assisted unit must be inspected in every building.
The HOME property standards apply to the common areas and the building’s exterior, not only the
HOME units. Any deficiencies seen in these areas must be addressed.
HOME activities will be evaluated on the basis of the following program areas:
 Adherence to HOME guidelines, procedures and regulations for programs as a whole and
for individual projects
 Internal Procedures and policies and those of program partners
 Overall administration and management
 Fair Housing
 Construction Quality, Ongoing housing condition and maintenance
 Davis‐Bacon, Lead Based Paint, and other Federal Requirements as applicable
 Cost reasonableness and financial accountability
 Environmental Review
 proper maintenance and upkeep
 Marketing
 Occupancy
 Rents

 utility allowances of housing funded with HOME funds
 Lease Agreements
 Tenant Files
Property standards: The records should show that a sufficient sample of HOME‐assisted units were
inspected, as well as exterior and common areas, and that any deficiencies identified were corrected.
Rent and occupancy requirements: Inspection records should show that the examined unit files
verified that HOME rent and occupancy requirements were met.
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Lease requirements: Reviewing unit files to ensure that leases meet HOME requirements.
Tenant selection policies: In reviewing project files, the City will ensure the owner has adopted
written tenant selection policies and criteria.
Other items in the written agreement: If the written agreement between the City and the property
owner contained any other provisions that require monitoring, the City’s shall enforce those
provisions added to the Agreement.
Property owner records: One of the owner’s responsibilities is to keep adequate records, to be
able to demonstrate compliance with HOME requirements. The owner should keep both project
and tenant records.
Project records should include documentation to back‐up rent and utility allowance calculations. If the
project’s HOME‐assisted units are “floating,” the owner should also keep records to show how HOME
occupancy targets were met (for example, rental logs to show that as units were vacated or tenants
became over‐income, HOME‐assisted units were properly replaced).
Tenant files should include the documentation necessary to demonstrate that each HOME‐assisted unit is
properly occupied by an income‐eligible tenant. Such documentation includes: the tenant’s application,
initial income verification documents, subsequent income recertification documents and the tenant’s
lease.
General rental housing records must be kept for five years after project completion.
Tenant income, rent and inspection information must be kept for the most recent five years, until five
years after the affordability period.
Other project oversight responsibilities: PJ should also conduct additional oversight of rental projects by
analyzing the projects for financial stability, management capacity and other long‐term viability issues.
This type of oversight will held to identify financial or management issues before they affect the project’s
ability to remain a viable component of the PJ’s affordable housing stock.
The City of Mesa may withhold, reduce, or terminate funding to a developer or subrecipient where
deficiencies have not been sufficiently corrected to the City of Mesa and/or HUD’s satisfaction.
Overall Approach and Project Selection for Monitoring
Project oversight will be provided on all active development projects and will be similar to but
generally more rigorous than ongoing monitoring.
Ongoing monitoring will be based primarily on the analysis of regular reports, reports from regular
inspections and documents submitted for review as projects are developed and managed through the
affordability period. In addition, periodic reviews of market data and cost data may be undertaken.
This desk monitoring will be supported by field visits to funded organizations and examination of
housing product.
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The first line of approach for monitoring will be the maintenance of files and file checklists to assure
that all required documentation is produced, reviewed and on hand as needed.
The selection and prioritization of documents, files and organizations to be monitored will utilize a
risk reduction approach. The following priorities will be considered:


The early part of a key project phase such as acquisition, construction or rent‐ up will take
absolute priority over other efforts and all development projects will be monitored and
inspected at these early phases.

Beyond that basic priority, the following factors will also affect priorities:
 New organizations and any organization with unresolved compliance issues,
 Particular functions being carried out by new staff.
 Any project that may have special compliance challenges or that is substantially different in
terms of size, complexity, or other factors from other projects the PJ or the developer has
undertaken.
 Because the HOME‐assisted projects have ongoing affordability requirements, the compliance
specialist will also monitor and inspect a sample of units in completed projects.
Contract Requirements for Partners
All contracts and agreements include reporting requirements for developers and agreement to open
records and open sites.
Terms include:





Agreement to submit or open any and all records and sites upon request;
Notification by inclusion in the funding agreement of required records;
Reporting requirements specific to each project;
Budgets and limitations on budget changes.

Monitoring Tools, Resources and Readiness Procedures
Monitoring staff will maintain up to date files for the monitoring activity as a whole, each activity type,
and each project. Tools and documents to be maintained in a ready state include:










Portfolio Tracking spreadsheet (electronic file)
Templates for File Checklists and document review checklists (attached)
HUD required checklists found at
http://www.hud.gov/offices/cpd/library/monitoring/handbook.cfm7
IDIS reports and Web‐based Performance Reports (PR16, PR 25, PR 27, Snapshot and
Open Activities reports
Relevant correspondence by developer or project
Previous monitoring reports and audits by developer or project
Project budgets and contractual performance requirements by project
Agreement and covenant templates
Current and historic files of HOME income, rent, subsidy and sale price/valuation
limits as regularly published by HUD
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Resources required for monitoring include: the HOME final rule, as amended; applicable cross‐cutting
regulations; CPD Notices dealing with HOME; the Technical Guide for Determining Income and
Allowances for the HOME Program (HUD‐1780‐ CPD).
Note that oversight and monitoring rely on the use of the tools indicated above and addressing the
issues raised by evaluating performance in relation to the published checklists and limits, and in relation
to the contractual terms for each project is the essence of effective action.

Monitoring and Overview Schedule
The City will monitor on ongoing, annual and situational bases. Schedule details relating to each
regulation and each stage of development may be found in the relevant attachments. In addition to the
overall schedule and approach in this plan, a specific schedule may be generated for each developer and
project. Here is a summary of the City’s approach and basic scheduling standards.
Situational
Certain reviews and monitoring will be scheduled or carried out in response to events, especially for
projects under planning and development, based on the specific stage or circumstances of the project.
This will include:


Acquisition and Procurements



Disbursement Requisitions



Relocation



Contracts prior to execution



Design review; 504 compliance



Environmental review



Construction‐related wages, hours, Section 3, Equal Opportunity, Debarment, and other labor
related interviews and document reviews



All critical construction phases will be inspected on site by City building officials including a
pre‐commitment inspection to determine deficiencies and reasonableness of the proposed
construction and costs.



Any complaints by neighbors or parties to the project, or un‐reconciled paperwork,
may call for an on‐site inspection, or in‐person interview.



Monitors must also confirm that project underwriting has occurred. Those procedures are
addressed in the Project Approval and Underwriting section.

For rental projects, situational monitoring will also include:


Review of initial affirmative marketing, tenant selection and screening, and lease contents



Review of initial income certifications and rents

For homebuyer units, situational monitoring will also include:


Review of initial affirmative marketing, homebuyer selection and screening
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Review of initial income certifications and affordability for homebuyers



Review of covenants

Ongoing
All expenditure requests will be reviewed for proper documentation (see also attachment on payment
processing procedures), completion of construction costs charged, if applicable, and reconciled with
budget. (On some projects, construction completion payments may be based on certification by
supervising architect.)
Project schedule and timeliness of progress will be monitored.
Annual
Each year various city staff as indicated below will review:


Overall performance and financial health of the developer;



Accounting procedures and records;



Status and certification of CHDO, if applicable;



For rental property:
o Condition of property
o Proper occupancy and rents according to HOME and other program regulations
o Affirmative marketing procedure
o Fair housing and tenant selection;
o Lease provisions
o Financial health of property



For homebuyer property
o Occupancy as principal residence
o Proper enforcement of covenants and loan agreements

Pre‐on‐Site‐Monitoring Preparation:
Prior to an on‐site monitoring visit, the City will provide written notification of the visit to recipient.
The notice will provide the following information:


Dates and time of the monitoring visit



A copy of the HOME Monitoring Checklist



A list of files to be reviewed



A list of properties to be inspected



The recipient will be asked to provide the City with the following:


Disbursement and expenditure reports
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 Agreements/contracts
 Policy guidelines and procedures, administrative plans, and operation manuals
 Beneficiary data
Staff will provide program monitoring over three phases:
1. Contract Development Phase


Ensuring that projects are consistent with the Consolidated Plan



Ensuring that all Environmental Review requirements have been met



Ensuring clients are income‐eligible

2. Development Phase


Ensuring that project costs, budgets, and timelines are adhered to



Ensuring conformance to HOME standards through periodic property inspections

3. Post‐Development Phase (Long‐Term)


The duration and frequency of on‐sight subrecipient monitoring and inspections is
based on the length of the affordability period, the total number of project units and
any mitigating issues.

Project Monitoring Plan:
A written report will be prepared and provided to the recipient following the completion of each
monitoring review. The report will include the following information:


An explanation of the purpose and scope of the review



A list of findings, comments, recommendations and corrective actions to be taken



A list of the files reviewed



A list of the houses/units inspected



A summary of the project funds expended to date



An evaluation of project performance to date



A time frame for taking corrective action Follow up
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HOME PROGRAMS
Case File Checklist
1.
2.
3.
4.
5.

IDIS #: _____________
Name of Project:__________________________________________
Address of Unit(s): ______________________________________
Developer: _______________________________________________
Type of Project:

Acquisition

Rental

Rehab

ReSale

New Construction

6. Total # of Units
______________
7. Total # of HOME Units
______________
8. HOME funds awarded
$
___________
_________________________________________________________________________________________________________________
_________________________________________________________________________________________________________________
_________________________________________________________________________________________________________________
_________________________________________________________________________________________________________________
_________________________________________________________________________________________________________________
_________________________________________________________________________________________________________________
_________________________________________________________________________________________________________________
_________________________________________________________________________________________________________________
_________________________________________________________________________________________________________________
_________________________________________________________________________________________________________________
_________________________________________________________________________________________________________________
_________________________________________________________________________________________________________________
_________________________________________________________________________________________________________________
_________________________________________________________________________________________________________________
_________________________________________________________________________________________________________________
_________________________________________________________________________________________________________________
_________________________________________________________________________________________________________________
_________________________________________________________________________________________________________________
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ITEMS IN PROJECT CASE FILE

N/A

In File

Date

NOTES

N/A

In File

Date

NOTES

Developer Documentation
1) Application and Proforma
2) Project Narrative (Including
description of development team
3) Evidence of Site Control
4) State of Arizona Housing Application (if
project includes tax credits (LIHTCs))
5) Appraisal (“As is” value for all
properties – “as built” value also
required unless another lender
6) Market Study
7) Evidence of Zoning (Building
permit or letter from local zoning
8) If non‐City regulatory agreements will
be in place, the required documentation
9) Commitments for non‐HOME funds
10) If any existing building was completed
prior to 01‐01‐1978, additional
submission requirements re: lead based
11) Relocation Plan, including:
ITEMS IN PROJECT CASE FILE
a) Current tenant profile
b) Current rent and utility schedule
c) Relocation process and budget
12) Preliminary plans and specifications
13) Statement re: Demolition
14) Energy Efficiency and Sustainability plan
15) Affirmative marketing plan
16) Tenant Selection plan
17) Minority and Women’s Business Enterprise
Outreach/Participation plan
18) Organizational documents / ownership
structure
19) Plan for Special Needs Services for residents
(if applicable; otherwise note N/A)
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20) Audited corporate or partnership financial
statements
Underwriting Requirement
Considerations
21) Subsidy Layering Analysis (if more than one
source of public funds in project financing)
22) For mixed income properties: evidence of
“cost allocation” to determine HOME‐
assisted units.
23) Maximum subsidy per unit limit 221(d)(3)
24) Rent loss 7.0%
25) Initial Debt Service Coverage Ratio between
1.15 and 1.30. If above 1.30, an explanation
is required.
26) Inflation 2.0% for revenues and 3.0% for
expenses
27) First mortgage business terms must agree
with the commitment loan commitment
28) Developer fee within 12% cap
29) Good Faith Estimate and Budget
30) Cost reasonableness review
31) Architectural Drawings (renderings)
a) CD
b) Full

size c) 11
32) Section 504 determination & applicability
33) HOME Developer Agreement
a) # of HOME units identified and

designated as Low (50%) or High
(80%) by bedroom size
b) Fixed/Floating designated
34) Project abstract
35) Obligation of funds approval form
36) City Award Letter
37) IDIS Set‐up
Property/Acquisition
38) Environmental review record/clearance
39) Purchase contract
40) Appraisal (within 60 days of final offer)
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41) Notice to Owner ‐ URA
42) General Information Notice ‐ URA
43) Tenant relocation
notices/documents (if applicable)
Closing/settlement statement
44) Confirm purchase price (equal to or
less than) Current Market Appraised
45) Flood Insurance Certificate (if appl.)
46) Letter of instruction (if City not
present at closing)
47) City attended closing (provide name of
staff in Notes column)
48) Recorded legal documents with
affordability requirements (land use
restriction covenants, mortgage & note)
49) Initial inspection
50) Property standards inspection
51) Lead Based Paint Risk Assessment (if
pre‐ 1978)
52) Notice of Evaluation/Presumption of LBP
53) Asbestos abatement report
54) Work write up and cost estimate

Construction/Rehabilitation (if
applicable)
55) Letter of plan approval from municipality
56) Davis Bacon (12 or more total units)
57) Section 504 included in work write up
58) Contractor bid documents
59) Contractor eligibility (debarment check)
60) Procurement review documents
61) Certification of efforts/bid tabulations
62) Notice to contractors
63) Bid tabulation sheet
64) Construction/rehabilitation contract
65) Pre‐construction conference report
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66) Municipal permits
67) Notice to proceed
68) Progress payment documentation
a) Invoice from contractor
b) Lien waiver from contractor
c) Inspection conducted by City
d) Check issuance date

69) Change orders (if applicable)
70) LBP clearance report (if applicable)
71) Notice of Lead Hazard Reduction
Activities (if applicable)
72) Abatement report (if applicable)
73) Final inspection report
74) Final invoice from contractor
75) Waiver of liens from general
contractor, subcontractors, and
76) Warranties (if applicable)
77) Receipt of final payment form
78) Notice of occupancy
Project Financial Records
79) Project pro forma
80) IDIS set‐up
81) Cost eligibility/reasonableness review
82) HOME disbursement records
83) IDIS Project Completion Form
Initial Occupancy
84) Rents provided to owner
85) Utility allowances provided to owner
86) Income guide provided to owner
87) Income calculation sheet provided to
88) Lease
89) LBP Pamphlet (Protect Your Family
from Lead)
90) Income certification & verification
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91) Lead‐Based Paint disclosures to
tenants (if appl.)
92) Source documentation collected
93) Initial Occupancy Compliance form
Developer Documentation (if applicable)
94) Developer application
95) Good Faith Estimate and Budget
96) Architectural Drawings (renderings)
a) CD
b) Full size

c) 11 X17

97) Cost reasonableness review
98) HOME Developer Agreement
99) Mortgage (developer loan)
100)Promissory Note (developer loan)
101)Land Use Restriction Covenant
102)Project abstracts
103)Award letter
104)IDIS Set‐up
Property/Acquisition
105)Environmental review record/clearance
106)Purchase contract
107)Appraisal
108)“Notice to Owner” of Voluntary
109)Tenant relocation
notices/documents (if applicable)
Closing/settlement statement
110)Confirm purchase price ‐ Current
Market Appraised Value
111)Letter of instruction (if City not
present at closing)
112)City attended closing (provide name of
staff in Notes column)
113)HUD 1 Closing Statement
114)Copy of Title Report
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Inspection/Work Scope
115)Initial inspection
116)Property standards inspection
117)Lead Based Paint Risk assessment (if pre‐
118)Notice of Evaluation/Presumption of
LBP (if applicable)
119)Asbestos abatement report (only if
120)Work write up and cost estimate
Construction/Rehabilitation (if applicable)
121)Letter of approval from municipality
(only for new construction)
122)Davis Bacon
– Labor standards certification
123)Contractor bid documents
124)Contractor eligibility (debarment check)
125)Procurement review documents
126)Certification of M/WBE
efforts/bid tabulations
127)Notice to contractors
128)Publication of notice
129)Construction/rehabilitation contract
130)Pre‐construction conference report
131)Municipal permits
132)Notice to proceed
133)Progress payment
documentation Invoice
from contractor
Lien waiver from
contractor Inspection
134)Change orders (if applicable)
135)LBP clearance report (if applicable)
136)Notice of Lead Hazard Reduction
Activities (if applicable)
137)Abatement report (if applicable)
138)Final inspection report
139)Final invoice from contractor

http://mesaaz.gov/residents/housing‐community‐development

Page 110 of 165

HOME Program Policy and Procedures Guidelines
City of Mesa Housing and Community Development 20 East Main Street, Mesa, Arizona 85201

140)Waiver of liens from general
contractor, subcontractors, and
141)Warranties (if applicable)
142)Receipt of final payment form
143)Notice of occupancy
Sale to Homebuyer
144)Program application ‐ homebuyer
145)LBP Pamphlet (Protect Your Family from
146)Income certification & verification
147)Buyer counseling training certificate
148)Sale price review‐maximum property
value not exceed 203(b) limit ‐
(appraisal) (print‐out)
149)Maximum subsidy per unit limit
150)Purchase contract
151)Signed written agreement with
resale or recapture provisions
152)Purchase agreement addendum
153)Lead‐Based Paint disclosures (if appl.)
154)Commitment letter
155) Buyer underwriting
a) Front End Ratio
b) Back End Ratio

156)Recorded legal documents with
affordability requirements (land use
restriction covenant, mortgage & note)
157)Lease Agreement (2 – 4 family unit)
158)Flood Insurance Certificate (if appl.)

http://mesaaz.gov/residents/housing‐community‐development

Page 111 of 165

HOME Program Policy and Procedures Guidelines
City of Mesa Housing and Community Development 20 East Main Street, Mesa, Arizona 85201

SECTION 3 OUTREACH ACTION PLAN
(HOME)
http://www.ecfr.gov/cgi-bin/text-idx?SID=b01b8797db31d4e3f639f206f99c08fc&tpl=/ecfrbrowse/Title24/24cfr92_main_02.tpl
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Department of Housing and Community Development
20 East Main Street, Suite 250
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HOUSING AND URBAN DEVELOPMENT ACT OF 1968

SECTION 3 OUTREACH ACTION PLAN
FOR
THE CITY OF MESA, ARIZONA

HOUSING AND COMMUNITY DEVELOPMENT

August 2015

OFFICE OF ECONOMIC OPPORTUNITY
FAIR HOUSING EQUAL OPPORTUNITY
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
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SECTION 3
COMPLIANCE STRATEGY
HOUSING AND COMMUNITY DEVELOPMENT DEPARTMENT
MESA, ARIZONA
It is the policy of the City of Mesa Housing & Community Development Department to require its
contractors to provide equal employment opportunity to all employees and applicants for
employment without regard to race, color, religion, sex, national origin, disability, veteran’s or
marital status, or economic status. The Department implements this policy through the awarding
of contracts to contractors, vendors, and suppliers, to create employment and business
opportunities for residents and other qualified low‐ and very low‐income persons residing in low‐
moderate income areas.
The policy shall result in a reasonable level of success in the recruitment, employment, and
utilization of low‐moderate income residents and other eligible persons and business by
contractors working on contracts partially or wholly funded with the United States Department of
Housing and Urban Development (HUD) monies. The Department shall examine and consider a
contractor’s or vendor’s potential for success by providing employment and business
opportunities to low‐moderate income residents prior to acting on any proposed contract award.
The Housing & Community Development Department has developed this Section 3 Action Plan to
identify the applicability of provisions of 24 CFR Part 135 objectives, and actions that will be
implemented to ensure compliance with the requirements of Section 3. This plan only covers the
City’s Housing and Community Development Department, which includes Project‐Based Vouchers,
CDBG, HOME, HOPWA, ESG and other grants. The plan also pertains to all businesses that are
assisted with Federal funding.
SECTION 3 PURPOSE
Section 3 of the Housing and Urban Development Act of 1968, as amended (12 U.S.C. 1701 u)
requires the Housing & Community Development Department to ensure that employment and
other economic and business opportunities generated by the Department of Housing and Urban
Development (HUD) financial assistance, to the greatest extent feasible, are directed to public
housing residents and other low‐income persons, particularly recipients of government housing
assistance, and business concerns that provide economic opportunities to low‐ and very‐low
income persons.
PREFERENCE FOR CONTRACTING WITH SECTION 3 BUSINESSES
The City’s Housing & Community Development Department has adopted a goal of at least ten
percent (10%) of the total dollar amount of all Section 3 covered contracts related to housing,
rehabilitation, demolition and construction.
The City’s Housing & Community Development Department, in compliance with Section 3
regulations, will require contractors and subcontractors to direct their efforts towards contracts
to Section 3 businesses in the following order of priority:
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CATEGORY 1: Businesses that are a certified Section 3 business in which 51% or more owned by a
resident of Maricopa County.
CATEGORY 2: Businesses that are a certified Section 3 business in which 51% or more is owned
by a resident of the City of Mesa.
CATEGORY 3: Businesses that are a certified Section 3 business whose workforce includes not
less than 30% of Section 3 residents as shown above.
Contractors and subcontractors are expected to demonstrate compliance to the greatest
extent feasible, and report efforts to achieve the numerical goals established by the City of
Mesa.
ANNUAL REPORTING
The City of Mesa will report to HUD annual accomplishments regarding employment and other
economic opportunities provided to low and very low income persons under Section 3. Form
HUD‐60002 is currently being utilized for reporting accomplishments. This form may be changed
and updated from time to time as required by HUD and 24 CFR 135.
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SECTION 3
POLICIES AND PROCEDURES
HOUSING AND COMMUNITY DEVELOPMENT DEPARTMENT
MESA, ARIZONA
The City’s Housing & Community Development Department will incorporate Section 3 in all
procurements generated for use with HUD funding and follow goal requirements set forth in 24 CFR
Part 135 for awarding contracts to Section 3 Businesses.
Prior to submitting bids/proposals to the City’s Housing & Community Development Department,
all contractors/businesses seeking Section 3 status are required to complete certifications, as
appropriate, as acknowledgement of the Section 3 contracting and employment provisions required
by this section. Such certifications shall be adequately supported with appropriate documentation
as referenced in the form.
SECTION 3 EMPLOYMENT & TRAINING GOALS
It is the policy of the City’s Housing & Community Development Department to utilize residents and
other Section 3 eligible persons and businesses in contracts partially or wholly funded with monies
from the Department of Housing and Urban Development (HUD). The City’s Housing & Community
Development Department follows the employment and training goals that contractors and
subcontractors, should meet in order to comply with Section 3 requirements. The employment and
training goal is thirty percent (30%) of the aggregate number of new hires in any fiscal year.
It is the responsibility of contractors, vendors and suppliers to implement progressive efforts to
attain Section 3 compliance. Any contractor that does not meet the Section 3 numerical goals must
demonstrate why and provide documentation for the reason why meeting the goals was not
feasible. All contractors submitting bids or proposals to the City of Mesa are required to certify that
they comply with the requirements of Section 3.
The Section 3 Contract Clause specifies the requirements for contractors hired for Section 3 covered
projects. The Section 3 Clause must be included in all Section 3 covered projects. The Section 3
Contract Clause is attached to this plan as Exhibit “B”.
SECTION 3 PROGRAM RESIDENT CERTIFICATION PROCEDURES
The City of Mesa Housing and Community Development Department (COMHCDD) will certify
Section 3 program residents who reside in the City of Mesa, and who are seeking opportunities in
training, employment and subcontractor participation. A copy of the Section 3 Resident
Certification form can be obtained from the (COMHCDD).
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RESIDENT HIRING REQUIREMENTS
The City of Mesa has adopted a 30% goal for resident hiring that is to be used on construction
contracts (Reference 24 CFR 135.30 — Numerical goal for meeting the greatest extent feasible
requirement). It is expected that an appropriate number of residents with particular qualifications
or a willingness to perform unskilled labor will be able to participate in the City of Mesa contracted
labor efforts. A prime contractor may satisfy City of Mesa resident hiring requirements by hiring 30
percent of new hires that are Section 3 residents. “A Section 3 new hire is defined as a person who
works a minimum of 50 percent of the average staff hours worked for the job category for which the
person was hired throughout the durations of time that the work is performed on the covered
project.”
It is the goal for contractors and subcontractors to make every effort feasible to employ Section 3
program participants, when hiring additional employees needed to complete proposed work to be
performed with HUD funding.
ASSISTING CONTRACTORS TO ACHIEVE SECTION 3 HIRING AND CONTRACTING GOALS
The City’s Housing & Community Development Department will assist contractors with little or no
experience in achieving Section 3 hiring and contracting goals by:
Requiring the contractor to submit a Workforce Needs report, to the Section 3 Coordinator, of the
number of subcontracting and/or employment opportunities expected to be generated from the
initial contract.
________ Section 3 Coordinator will provide the contractor with a list of interested and qualified Section 3
residents for construction projects, when available.
________ Section 3 Coordinator will direct the contractor to the Section 3 Business Registry Database which lists
Section 3 business concerns interested and qualified for construction projects, when available.
________ Section 3 Coordinator will inform contractor of known issues that might affect Section 3 residents from
performing job related duties.
________ Section 3 Coordinator will review the new hire clause with contractors and subcontractors to ensure
that the requirement is understood.
EFFORTS TO AWARD CONTRACT OPPORUTNITIES TO SECTION 3 BUSINESSES
The City’s Housing & Community Development Department, the contractors and subcontractors
may use any or all of the following methods to notify and contract with Section 3 businesses when
contracting opportunities exist.
• Advertise contracting opportunities via newspaper, mailings, posting notices that provide general
information about the work to be contracted and where to obtain additional information.
• Post contracting opportunities on the bulletin board within the Housing & Community Development
office.
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• Add a “contracting opportunities” section on the Housing & Community Development Website
• Provide written notice of contracting opportunities to all known Section 3 businesses. The written
notice will be provided in sufficient time to enable businesses the opportunity to respond to the bid
invitation.
• Coordinate pre‐bid meetings at which the Section 3 businesses would be informed of upcoming
contracting opportunities in advance.
• Conduct workshops on the City of Mesa contracting procedures to include bonding, insurance, and
other pertinent requirements, in a timely manner in an effort to allow Section 3 businesses the
opportunity to take advantage of any upcoming contracting opportunities.
• Direct Section 3 businesses to the Section 3 Business Registry at www.hud.gov/sec3biz
• Seek out referral sources in order to ensure job readiness for public housing residents through on‐
the‐job‐training and mentoring to obtain necessary skills that will transfer into the external labor
market.
SECTION 3 GRIEVANCE PROCEDURES
In an effort to resolve complaints due to non‐compliance through an internal process, the City’s
Housing & Community Development Department encourages submittal of such complaints to its
Housing and Community Development Director as follows:
Complaints of non‐compliance should be filed in writing and must contain the name of the
complainant and brief description of the alleged violation of 24 CFR 135.
Complaints must be filed within thirty (30) calendar days after the complainant becomes aware of
the alleged violation.
An investigation will be conducted if complaint is found to be valid. The City’s Housing &
Community Development Department will conduct an informal, but thorough investigation
affording all interested parties, if any, an opportunity to submit testimony and/or evidence
pertinent to the complaint.
If complainants wish to have their concerns considered outside of the City of Mesa, a complaint may
be filed with:
Assistant Secretary for Fair Housing and Equal Opportunity
United States Department of Housing and Urban Development
451 Seventh Street, SW
Washington, DC 20410
The complaint must be received not later than 180 days from the date of the action or omission
upon which the complaint is based, unless the time for filing is extended by the Assistant Secretary
for good cause shown.
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SECTION 3
GUIDELINES FOR SUBRECIPIENTS, CONTRACTORS AND SUB‐CONTRACTORS
HOUSING AND COMMUNITY DEVELOPMENT DEPARTMENT
MESA, ARIZONA
CONTRACTOR’S REQUIREMENTS IN EMPLOYING SECTION 3 RESIDENTS
Under the City’s Housing & Community Development Department Section 3 Program, contractors
and sub‐contractors are required to provide employment opportunities, to the greatest extent
feasible, to Section 3 residents in Public Housing, Section 8 and all other City of Mesa residents
residing in the vicinity of the project and who meet the current income guidelines. Document the
performance of Section 3 residents (positive and negative), regarding punctuality, attendance, etc.,
and provide this information to the City of Mesa Section 3 Coordinator.
SECTION 3 OPPORTUNITIES FOR MARICOPA COUNTY BUSINESSES
A Section 3 plan must be submitted by the Owner or the General Contractor prior to contract award.
BIDDING AND NEGOTIATION REQUIREMENTS
When a bidding procedure is used, the invitation or solicitation for bids shall advise prospective
contractors of the requirements of the Section 3 regulations, provided by the Coordinator.
Applicants, subrecipients and contractors will ensure that the attached Section 3 Clause (Exhibit
“B”) and Assurance of Compliance (Exhibit “A”) are made a part of all contracts.
In implementing its Section 3 plan, each applicant, recipient, contractor, or sub‐contractor shall
make a good faith effort to achieve its goal or target number and estimated dollar amount of
contracts to be awarded to the eligible businesses and entrepreneurs within each category over the
duration of the Section 3 covered project.
NEW HIRE REPORTING
General contractors and sub‐contractors shall submit to the City’s Housing & Community
Development Department a Final Section 3 Project Workforce Breakdown report at the end of a
project (Exhibit “F“).
SECTION 3 COMPLIANCE CHECK LIST
See (Exhibit “D”) for the Compliance Checklist to be used by all Contractors, Subrecipients, and Sub‐
contractors to ensure that all steps have been taken and all requirements have been met concerning
Section 3 requirements.
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SECTION 3 DEFINITIONS
Applicant — Any entity which makes an application for Section 3 covered assistance, and includes,
but is not limited to, any State, unit of local government, public housing agency or other public body,
public or private nonprofit organization, private agency or institution, mortgagor, developer, limited
dividend sponsor, builder, property manager, community housing development organization,
resident management corporation, resident council, or cooperative association.
Assistant — The Assistant Secretary for Fair Housing and Equal Opportunity.
Business Concern — A business entity formed in accordance with State law, and which is licensed
under State, county or municipal law to engage in the type of business activity for which it was
formed.
Contractor ‐ Any entity which contracts to perform work generated the expenditure of Section 3
covered assistance, or for work in connection with a Section 3 covered project.
Employment Opportunities Generated by Section 3 Covered Assistance — All employment
opportunities generated by the expenditure of Section 3 covered assistance (housing construction,
housing rehabilitation, and public improvements funded by CDBG, HOME, HOPWA, and ESG as
spelled out in 24 CFR Part 135).
Low‐income person — Families (including single persons) whose incomes do not exceed 80 per
centum of the median income for the area, as determined by the Secretary, with adjustments for
smaller and larger families, except that the Secretary may establish income ceilings higher or lower
than 80 per centum of the median for the area on the basis of the Secretary’s findings that such
variations are necessary because of prevailing levels of construction costs or unusually high or low‐
income families.
Metropolitan Area — A metropolitan statistical area (MSA) is one or more adjacent counties or
county equivalents that have at least one urban core area of at least 50,000 population, plus
adjacent territory that has a high degree of social and economic integrationas, as established by the
United States Office of Management and Budget (OMB).
New Hires — Full‐time employees hired as permanent, temporary or seasonal employment
opportunities.
Non‐Metropolitan County — Any county outside of Maricopa and Pinal Counties.
Recipient — Any entity which receives Section 3 covered assistance, directly from HUD or from
another recipient and includes, but is not limited to, any State unit of local government, PHA, or
other public body, public or private nonprofit organization, private agency or institution, mortgagor,
developer, limited dividend sponsor, builder, property manager, community housing development
organization, resident management corporation, resident council, or cooperative association.
Recipient also includes any successor, assignee or transferee of any such entity, but does not include
any ultimate beneficiaries under the HUD program to which Section 3 applies and does not include
contractors.
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Section 3 — Section 3 of the Housing and Urban Development Act of 1968, as amended (12 U.S.C.
1701u).
Section 3 Business
1) A business that is owned by Section 3 resident: or
2) Whose permanent, full‐time employees include persons, at least 51% percent of whom are
currently Section 3 residents, or within three years of the date of first employment with the
business concern were Section 3 residents.
Section 3 Covered Assistance — Assistance provided under any HUD community development
program that is expended for work arising in connection with employment, housing rehabilitation,
construction, or other public construction project (which includes other buildings or improvements,
regardless of ownership).
Section 3 Covered Contracts — A contract or subcontract (including a professional service
contract) awarded by a recipient or contractor for work generated by the expenditure of Section 3
covered assistance, or for work arising in connection with a Section 3 covered project.
Section 3 covered contracts do not include contracts awarded under HUD’s procurement program,
which are governed by the Federal Acquisition Regulation (FAR). Section 3 covered contracts also
do not include contracts for the purchase of supplies and materials. However, whenever a contract
for materials includes the installation of the materials, the contract constitutes a Section 3 covered
contract.
Section 3 Covered Project ‐ The construction, reconstruction, conversion or rehabilitation of
housing (including reduction and abatement of lead‐based paint hazards), other public construction
which includes buildings or improvements (regardless of ownership) assisted with housing or
community development assistance.
Section 3 Resident — An individual who resides in the City of Mesa or Maricopa County in which
the Section 3 covered assistance is expended and who is considered to be a low‐to very low‐income
person.
Subcontractor — Any entity (other than a person who is an employee of the contractor) which has
a contract with a contractor to undertake a portion of the contractor’s obligation for the
performance of work generated by the expenditure of Section 3 covered assistance, or arising in
connection with a Section 3 covered project.
Very low‐income person — Families (including single persons) whose income do not exceed 50
per centum of the median family income for the area, as determined by the Secretary with
adjustments for smaller and larger families, except that the Secretary may establish income ceilings
higher or lower than 50 percent of the median for the area on the basis of the Secretary’s findings
that such variations are necessary because of unusually high or low family incomes.
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EXHIBIT A
ASSURANCE OF COMPLIANCE (Section 3, HUD ACT of 1968)
TRAINING, EMPLOYMENT, AND CONTRACTING OPPORTUNITIES FOR BUSINESS AND LOWER
INCOME PERSONS
A. The project assisted under this (contract) (agreement) is subject to the requirements of Section 3 of
the Housing and Urban Development Act of 1968, as amended, 12 U.S. C. 170U. Section 3 requires
that to the greatest extent feasible opportunities for training and employment be given to Section 3
residents of the primary statistical area where the project is taking place, and contracts for work in
connection with the project be awarded to businesses which are located in or owned in substantial
part by persons residing in the primary statistical area.
B. Notwithstanding any other provision of this (contract) (agreement), the (applicant) (recipient) shall
carry out the provisions of said Section 3 and the regulations issued pursuant thereto by the
Secretary set forth in 24 CFR Part 135 (published in 38 Federal Register 29220, October 23, 1973),
and all applicable rules and orders of the Secretary issued there under prior to the execution of this
(contract) (agreement). The requirements of said regulations include but are not limited to
development and implementation of a Section 3 plan for utilizing business concerns located within
or owned in substantial part by persons residing in the primary statistical area; the making of a
good faith effort, as defined by the regulation, to provide training, employment and business
opportunities required by Section 3; and incorporation of the “Section 3 Clause” specified by Section
135.20 (b) of the regulations in all contracts for work in connection with the project. The
(applicant) (recipient) certifies and agrees that it is under no contractual or other disability which
would prevent it from complying with these requirements.
C. Compliance with the provision of Section 3, the regulations set forth in 24 CFR Part 135, and all
applicable rules and orders of the Secretary issued there under prior to approval by the
Government of the application for this (contract) (agreement), shall be a condition of the Federal
financial assistance provided to the project, binding upon the (applicant) (recipient), its successors
and assigns. Failure to fulfill these requirements shall subject the (applicant) (recipient), its
contractors and subcontractors, its successors, and assigns to the sanctions specified by the
(contract) (agreement), and to such sanctions as are specified by 24 CFR Section 135.
Applicant:

_____________________________________________________________

Signature:

_____________________________________________________________

Address:

_____________________________________________________________

Date:

____________________
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EXHIBIT B
SECTION 3 CLAUSES
The City will ensure that the following clauses are included in all Section 3 covered contracts. The
contractor and subcontractors (where applicable) will be bound by its provisions.
A. The work to be performed under this contract is subject to the requirements of section 3 of the
Housing and Urban Development Act of 1968, as amended, 12 U.S. C. 170lu (section 3). The purpose
of section 3 is to ensure that employment and other economic opportunities generated by HUD
assistance of HUD‐assisted projects covered by section 3, shall, to the greatest extent feasible, be
directed to Section 3 residents, particularly persons who are recipients of HUD assistance for
housing.
B. The parties to this contract agree to comply with HUD’s regulations in 24 CFR part 135, which
implement section 3. As evidenced by their execution of this contract, the parties to this contract
certify that they are under no contractual or other impediment that would prevent them from
complying with the part 135 regulations.
C. The contractor will post a notice in a conspicuous place at the work site where both employees and
applicants for training and employment positions can see the notice. The notice shall describe the
section 3 requirement, shall set forth job titles subject to hire, availability of apprenticeship and
training positions, the qualifications for each; and the name and location of the person(s) taking
applications for each of the positions; and the anticipated date the work shall begin.
D. The contractor agrees to include this section 3 clause in every subcontract subject to compliance
with regulations in 24 CFR part 135.
E. The contractor will certify that any vacant employment positions, including training positions, that
are filled (1) after the contractor is selected but before the contract is executed, and (2) with
persons other than those to whom the regulations of 24 CFR part 135 require employment
opportunities to be directed, were not filled to circumvent the contractor’s obligations under CFR
part 135.
F. Noncompliance with HUD’s regulations in 24 CFR part 135 may result in sanctions, termination of
this contract for default, and debarment or suspension from future HUD assisted contracts.
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EXHIBIT C
CONTRACTOR OR SUBCONTRACTOR SECTION 3 PLAN
(as applicable)
(Name of contractor)
agrees to implement the following specific affirmative
action steps directed at increasing the utilization of low‐income residents within the City of Mesa
and businesses within Maricopa County.
A.

Prepare and implement an affirmative action plan.

B.

Attempt to recruit from within the City of Mesa the necessary number of Section 3 residents through:
local advertising media, signs placed at the proposed site for the project, and community
organizations and public or private institutions operating within or serving the project area such as
Department of Economic Security (DES), local food banks, libraries, churches, etc.

C.

Maintain a list of all Section 3 residents who have applied either on their own or on referral from any
source, and to employ such persons, if otherwise eligible and if a vacancy exists.

D.

*Insert this Section 3 Plan in all bid documents, and to require all bidders on subcontracts to submit
a Section 3 Plan including utilization goals and the specific steps planned to accomplish these goals.

E.

*Ensure that subcontracts, which are typically awarded on a negotiated basis rather than a bid basis,
in areas other than Section 3 covered project areas, are also awarded on a negotiated basis whenever
feasible, if awarded in a Section 3 covered project area.

F.

Formally contact unions, subcontractors, and trade associations to secure their cooperation for this
program.

G.

Ensure that all appropriate project area businesses within Maricopa County are notified of pending
sub‐contractual opportunities.

H.

Maintain records, including copies of correspondence, memos, etc. which document that all of the
above affirmative action steps have been taken. *Applies to all loans, grants, contracts, and subsidies.

I.

Appoint or recruit an executive official of the company or agency as Equal Opportunity Officer to
coordinate the implementation of this Section 3 Plan.
J. List on Table A, information related to subcontracts to be awarded.

K.

List on Table B, all projected workforce needs for all phases of this project by occupation, trade, skill
level, and number of positions.
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As officers and representatives of
(Name of Contractor/Subcontractor)
, we the
undersigned have read and fully agree to this Section 3 Plan, and become a party to the full
implementation of this program.

Signature

Title

Date

Signature

Title
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COLUMN 1
Type Of
Contract

EXHIBIT C ‐ 1
PROPOSED SUBCONTRACTS BREAKDOWN
FOR THE PERIOD COVERING________________20___ THROUGH____________20_____
(Duration of the Federally Assisted Project)
COLUMN 2
COLUMN 3
COLUMN 4

(Business/
Profession)

Total
Number of
Contracts

Total
Approximate
Dollar Amount

Estimated Dollar
Amount for
Vendors/Suppliers*

COLUMN 5
Staff Use
Only
(Applicable
Program)

*Utilization of area businesses within the City of Mesa or Maricopa County.

Company
Project Name

Project Number

EEO Officer (Signature)

Date
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EXHIBIT C ‐ 2
ESTIMATED PROJECT WORKFORCE BREAKDOWN
(Information provided will be compared to the final Workforce Needs report
submitted at the end of the project)
COLUMN 1

Job
Category
Officers/Supervisors

COLUMN 2
Total
Estimated
Positions
Needed
(for this
project)

COLUMN 3
# of
Positions
Currently
Occupied By
Permanent
Employees

COLUMN 4

COLUMN 5

# of
Positions
Not
Currently
Occupied

# of
Positions
To Be
Filled
w/LIPAR*

Professionals
Technicians
Housing
Sales/Rental/Mgmt.
Maintenance
Office Clerical
Service Workers
Other
Other

TRADE:
Master
Journeymen
Apprentices
Maximum No.
Trainees
Other (list
trade)
Other (list
trade)
*Lower Income Project area Residents (LIPAR). Individuals residing within the City of Mesa whose family income does
not exceed 80% of the median income in the Maricopa County.
Company
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EXHIBIT D
City of Mesa
Section 3 Resident Certification
Section 3 of the Housing and Urban Development Act of 1968, as amended, requires recipients of community
development funds to make a good faith effort to provide employment and training opportunities resulting from this
project to low and very low‐income residents.
In order to demonstrate that you meet the definition of a low 80% AMI (area median income) or very low‐income person
50% AMI, please provide one of the following (mark one):
___ Proof of residency in a public housing or other low‐income housing assistance programs; (copy of your Section 8
Notification Letter or Housing Choice Voucher);
___ Evidence of your eligibility or participation in a Federal, State or Locally Assisted program for low‐ and very low‐income
persons (AFDC, AHCCS, other);
___ Less than 80% of the area median income (AMI)
Construction Skills: _____________________________________________________________
Office Skills: __________________________________________________________________
Please circle the Area Median Income (AMI) range that applies to the number of people in your household and
the “total gross household” income for all family members.
Median
Income

1 Person
Household

2 Person
Household

3 Person
Household

4 Person
Household

5 Person
Household

6 Person
Household

7 Person
Household

8 Person
Household

30%

$13,200

$15,100

$17,000

$18,850

$20,400

$21,900

$23,400

$24,900

50%

$22,050

$25,200

$28,350

$31,450

$34,000

$36,500

$39,000

$41,550

60%

$26,460

$30,240

$34,020

$37,740

$40,800

$43,800

$46,800

$49,860

80%

$35,250

$40,250

$45,300

$50,300

$54,350

$58,350

$62,400

$66,400

Last

April 2016

Updated:

I certify that I meet at least one of the above criteria for being a Section 3 Resident, as listed above. As a potential
employee, I understand that prior to being hired for a position; I will be required to verify information regarding
my Section 3 status.
__________________________________
Print Name

_______________________
Phone #

__________________________________
Signature

_______________________
Address
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EXHIBIT E
PROOF OF BUSINESS CERTIFICATION
CERTIFICATION FOR BUSINESS CONCERNS SEEKING SECTION 3
PREFERENCE IN CONTRACTING AND DEMONSTRATION OF CAPBILITY
Name of Business: _______________________________________________________________
Address of Business: _____________________________________________________________
Type of Business:  Corporation Partnership

 Sole Proprietorship

 Joint Venture

Attached is the following documentation as evidence of status:
 Seeking Section 3 status
 Not seeking Section 3 status
For Business claiming status as a Section 3 resident‐owned enterprise:
 Copy of resident lease
 Copy of receipt of public assistance
 Copy of evidence of participation
 Other evidence
in a public assistance program
For business entity as applicable:
 Copy of Articles of Incorporation
 Assumed Business Name Certificate
 List of owners/stockholders and
% ownership of each
 Organization chart with names and titles
and brief function statement

 Certificate of Good Standing
 Partnership Agreement
 Corporation Annual Report
 Latest Board minutes appointing officers
 Additional documentation

For business claiming Section 3 status, claiming at least 30 percent of their workforce are currently Section 3
residents or were Section 3 eligible residents within 3 years of date of first employment with the business:
 List of all current full‐time employees
 List of employees claiming Section 3 status
 PHA/IHA Residential lease less than 3
 Other evidence of Section 3 status less than 3
years from day of employment years from date of employment
Evidence of ability to perform successfully under the terms and conditions of the proposed contract:
 Current financial statement
 Statement of ability to comply with public policy
 List of owned equipment
 List of all contracts for the past two years
___________________________________________
(Corporate Seal)
Authorizing Name and Signature
Attested by: _________________________________
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EXHIBIT F
FINAL SECTION 3 PROJECT WORKFORCE BREAKDOWN
COLUMN 1

Job
Category
Officers/Supervisors

COLUMN 2
Total
Positions
Filled

COLUMN 3
# of
Positions
Occupied By
Permanent
Employees

COLUMN 4
# of
Positions
Not
Currently
Occupied

COLUMN 5
# of
Positions
Filled
w/LIPAR*

Professionals
Technicians
Housing
Sales/Rental/Mgmt.
Maintenance
Office Clerical
Service Workers
Other
Other
TRADE:
Master
Journeymen
Apprentices
Maximum
Trainees

No.

Other (list trade)
Other (list trade)
*Lower Income Project Area Residents (LIPAR). Individuals residing within the City of Mesa whose family income does
not exceed 80% of the median income in the Maricopa County.
Company
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EXHIBIT G
SECTION 3 COMPLIANCE CHECK LIST
To Be Used by Subrecipients, Contractors, and Subcontractors

Creation of Action Plan

Yes/No

Date
Complete

Yes/No

Date
Complete

1. Designated a Section 3 compliance Officer for the project.
2. Attended the project’s pre‐bid meeting.
3. Attended the project’s pre‐con meeting.
4. My subcontractors have each submitted a completed Section 3 Workforce
Needs report within the Section 3 Plan.
5. The City of Mesa has approved my Section 3 Action Plan.

Soliciting Bids/Contracting
1. Obtained a list of local certified Section 3 businesses at
https://portalapps.hud.gov/Sec3BusReg/BRegistry/BRegistryHome.
2. Solicited at least 3 bids from the local listing of Section 3 businesses for
each service that requires subcontracts (I allowed adequate time for the
business to respond and/or submit a proposal or bid).
3. Provided plans and specifications or information regarding the location of
plans and specifications to Section 3 businesses.
4. Turned to the following outreach agencies: ____________________ and
______________________; to assist with efforts to conduct outreach to meet
contracting goals.
5. Recorded my efforts to subcontract to Section 3 businesses.
6. Advertised subcontracting opportunities in at least 2 community
newspapers.

New Hires/Workforce

Yes/No

Date
Complete

1. Posted weatherproof job opening signage at the construction site that is
visible from the street.
2. Recorded my efforts to hire Section 3 residents.
3. Advertised hiring opportunities in at least 2 community newspapers.
4. Turned to the following outreach agencies: ____________________ and
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______________________; to assist with efforts to conduct outreach to meet
training and employment goals.
5. Submitted the Section 3 Project Workforce Breakdown Report (within the
Section 3 Plan) to the City.
6. Retained a minimum of 75% of previously hired Section 3 residents.
7. Provided a minimum of 50% of on‐the‐job training for registered
apprenticeship opportunities to Section 3 residents.

Documentation and Reporting

Yes/No

Date
Complete

Yes/No

Date
Complete

1. Submitted the final Section 3 Workforce Breakdown Compliance Report
with the City.
2. Identified the Section 3 businesses utilized for the project.
3. Identified all contractors utilized for the project.
4. Submitted the company’s existing core workforce list or a certified payroll
list to the City’s Section 3 Coordinator.

Non‐Compliance/Penalties
1. Documented the efforts taken and the impediments encountered in trying
to satisfy Section 3 goals and requirements.
2. Paid the penalty as assessed by the City of Mesa (if applicable).

Company
Project Name
EEO Officer (Signature)
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MINORITY AND WOMEN BUSINESS ENTERPRISE PLAN
M/WBE UTILIZATION

City of Mesa
Department of Housing and Community Development
20 East Main Street, Suite 250
Mesa, Arizona 85201
Phone: (480) 644‐3536
AZ TDD/TDY: 711
Online:
http://mesaaz.gov/

Policies and Procedures Manual
Program Year 2017‐2018
Last Updated: September 2016
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A. Background
The City of Mesa (City) is an entitlement grantee under the Federal Community Development Block Grant
Program (CDBG) and a Participating Jurisdiction (PJ) under the Home Investment Partnerships Act (HOME)
program. OMB Circular A‐102 states that “It is national policy to award a fair share of contracts to small and
minority business firms. Grantees shall take similar appropriate affirmative action to support of women's
enterprises and are encouraged to procure goods and services from labor surplus areas.” The HOME program
regulations at 24 CFR 92.351(b) call for a minority outreach program inclusive of minority business enterprises
(MBE) and women business enterprises (WBE). The Uniform Administrative Requirements of 24 CFR 85.36(e)
require the City to “take all necessary affirmative steps to assure that minority firms, women’s business
enterprises, and labor surplus area firms are used when possible.” This requirement is applicable to
contracting and subcontracting opportunities funded in whole or in part with the federal housing and
community development assistance provided to the City as a grantee and PJ.
Further, the City is required under §570.507(b) ‐ Reports (24 CFR Part 570, CDBG Final Rule) to submit a
report to the U.S. Department of Housing and Urban Development (HUD) on the City’s MBE/WBE contracting
and subcontracting activity generated through the expenditure of HUD funds.
B. Objective
This MBE/WBE plan establishes a program for the achievement of certain contracting and subcontracting
goals related to contracts and subcontracts funded in whole or in part with federal housing and community
development assistance. It is the intent of the City to comply fully with the applicable federal policies on
MBE/WBE contracting opportunity. The HCD requires maximum utilization of minority‐ and women‐owned
businesses in all HCD‐assisted housing projects. Maximum utilization will be determined by the level of
good faith efforts demonstrated to contract M/WBE companies.
C. Coordination and Reporting to HUD
The MBE/WBE Coordinator will coordinate the implementation and reporting of the MBE/WBE program and
will be responsible for the dissemination of program information intended to provide MBE/WBE firms an
equitable opportunity to participate in the City’s federally‐funded contracting opportunities.
Following the conclusion of the federal fiscal year (September 30th), the MBE/WBE Coordinator shall ensure
that the HUD‐2516 Contract and Subcontract Activity Report is completed for all CDBG and HOME funded
projects using the data supplied by contractors that is made part of each project file. The HUD‐2516 activity
report can be obtained online at http://hud.gov/offices/adm/hudclips/forms.. All contracts and
subcontracts of $10,000 or more must be reported on the HUD‐2516. Contracts or subcontracts less than
$10,000 may be reported only if they represent a significant portion of the City’s total contracting activity. The
HUD‐2516 shall be maintained by the MBE/WBE Coordinator for audit purposes by HUD.
The MBE/WBE Coordinator is also required to complete and submit to the field office at the end of each fiscal
year but no later than October 15 of each year the MBE Summary Report on the HUD‐2516 Form.
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All reports must be retained by the City for five years as required by the record keeping retention requirement
at 24 CFR Part 570.502 (a)(16).
D. Policy
It is the policy of the HCD to utilize MBE/WBE firms to the greatest extent possible, feasible and legally
permissible. This MBE/WBE Plan is guided by the preceding federal regulations and all other related federal
and state laws and regulations governing discrimination, equal opportunity and affirmative action pertaining
to federally‐funded contract and subcontract activities. The HCD’s MBE/WBE contracting goals are 15% for
MBE and 5% for WBE participation. This goal is not a mandate or a set‐aside, rather it is a desired goal to
achieve through the City’s, stakeholders and community development partners utilizing best efforts and best
industry practices for inclusion of minority, women and dis‐advantaged business concerns and economic
growth of the City.
The HCD requires all contractors or persons doing business with or soliciting the same from the City to abide
by provisions of the MBE/WBE Plan and to make every effort to obtain MBE/WBE participation when
contracting opportunities are federally‐funded. Failure to provide required MBE/WBE information to the City
as required or requested in bid solicitations will result in a determination by the City that the bidder is not a
responsible bidder.
The HCD will give preference and award contracts to bidders who have achieved the 15% MBE and 5% WBE
goal. In the case where there is no bidder that meets the goal, the contract may be awarded to a bidder who
has made good‐faith efforts to achieve the HCD’s MBE/WBE goals.
A successful bidder does not have to be a member of a minority group. What the City is attempting to do is
make every possible effort to ensure the participation of MBE/WBE firms in federally‐funded contracting
opportunities. This does not preclude the participation of firms that are not MBE/WBE. Prime contractors
(bidders) are required to make reasonable effort to ensure that a minimum of 15% of their total contract is
awarded to MBE companies and that 5% of their total contract is awarded to WBE companies. However, the
MBE and WBE performing or providing services must not act merely as a passive conduit. In the event the
HCD has reason to question the authenticity of ownership of an MBE/WBE, the burden of proof is on the
claimant and/or contracting party to provide documentation to substantiate the ownership and management
of a particular MBE or WBE.
Whenever a joint venture MBE/WBE involves a business owned by minorities or women, the contractor shall
provide HCD with a full account of the nature of the relationship, the basis for creation, the particular financial
participation and administrative responsibilities of the parties. The nature of the relationship shall be in
writing, and conform to pertinent laws governing the relationships. The HCD shall have the right to review
and make a determination on the propriety of same.
E. Definitions
a. Minority and women business enterprises are defined as any financial institution, business, service,
contracting business which is solely owned and operated by a minority group member or women or that is
more than 50% owned by minority group members or women. If the enterprise is publicly owned, the
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minority/women members or stockholders must have at least 51% interest and possess control over
management, capital and earnings.
b. Minority Group Member‐ Black, Hispanic, Asian or Pacific Islander, American Indian or Alaskan Native,
women, et.al.
 Black: A person with origins in any of the black racial groups of Africa.
 Hispanic: A person of Mexican, Puerto Rican, Cuban, Central or South American
descent and Spanish culture. Portuguese are excluded from the Hispanic category and
are classified according to their race.
 Asian or Pacific Islander: A person having origins in the Far East, Southeast Asia,
Indian subcontinent or Pacific Islands.
 American Indian or Alaskan Native: A person with origins in original peoples of
North America, and who maintain cultural identifications through tribal affiliation or
community recognition.
c. Other
 Small Business Enterprise: A business which meets the definition of minority
business enterprise or women business enterprise, and in addition, meets the small
business size standards of the Small Business Administration.
 Contractor/Subcontractor/Supplier: The individual, partnership, corporation or
other legal entity entering into a contract with the City or the City’s contractor to
perform a portion of the work.
F. Outreach Efforts
The City (and non MBE/WBE bidders) will notify minority and women contractors, associations, minority
interest groups, etc., of their intention to solicit bids from MBE/WBE firms. For its part, the MBE/WBE
Coordinator will initiate affirmative recruiting efforts at three (3) levels:
Local Level
Bid solicitations shall indicate that the activity is a federally‐funded CDBG or HOME activity where
participation by MBE/WBE firms is crucial. The City will continue to use its website and other media to
advertise bid opportunities.
County‐wide Level
The same processes will apply to those minority and women contractor/subcontractors in terms of marketing
the availability of contracts through the City Housing programs.
Multi‐county
If necessary, most of the above‐listed mechanisms will be carried out at a multi‐county level involving
Maricopa and Pinal Counties. The City will:
http://mesaaz.gov/residents/housing‐community‐development

Page 138 of 165

HOME Policies and Procedures Manual
City of Mesa Housing and Community Development 20 East Main Street, Mesa, Arizona 85201

1. Disseminate information and communications on contracting procedures and specific contracting
opportunities.
2. Whenever requested, provide feedback to unsuccessful bidders and subcontractors in order to encourage
their future successful participation.
3. Update bidders, MBE/WBE lists on a continuous basis and make lists available to bidders by commodity,
name, address, telephone number.
4. Make MBE/WBE lists available to all staff with purchasing authority.
5. Encourage Chambers of Commerce to disseminate information about MBE/WBE.
6. Post bids/job opportunities at the local employment center.
7. Maintain a record of all bids and awards where MBE/WBE are involved.
8. Provide technical assistance to MBE/WBE relative to bonding, insurance and financing required for
performance of City and other contracts.
9. Publish bids, RFPs and construction notices in widely circulated local newspaper minority media, trade
associations and or business publications, and at the following places:





Arizona Republic – 106 E. Baseline Rd. Mesa, AZ., 85210
La Voz – 800 N. 1st Avenue, Phoenix, AZ., 85003
The Informant – 1746 E. Madison St., Phoenix, AZ., 85034
East Valley Tribune – 1620 W. Fountainhead Parkway, Ste. 219 Tempe, AZ 85282

G. Documentation Required from Bidders to Document Responsible MBE/WBE Outreach
As part of every CDBG or HOME funded bid, non MBE/WBE bidders must demonstrate that they have made
the subcontracting opportunity known to at least three (3) MBE/WBE firms listed in a bona‐fide listing of
MBE/WBE firms. Such notification must be made at least two (2) weeks prior to bid opening via registered
or certified mail. If the contractor has not achieved the participation goal, the City will determine whether the
contractor made a good faith effort based on the outreach efforts that are documented on the MBE/WBE
Tiered Compliance Plan.
a.
To be considered responsible, bidders must submit the MBE/WBE Tiered Compliance Plan (Exhibit
1.11‐1) and all supporting documentation to:

Document their own MBE or WBE status, or

Document the award of (MBE) and/or (WBE) subcontracts to bona‐fide firms, or

Document the required minimum three (3) firm outreach effort and any other
outreach efforts.
The good‐faith effort Affidavit on the MBE/WBE Tiered Compliance Plan must be notarized.
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b.

Some examples of acceptable good‐faith supporting documentation include:

Responses, proposals, bids from MBE and WBE, rejections and contractor’s
responses.

Contracts with MBE and WBE organizations, associations, related agencies,
disseminating bid information.

Copies of registered/certified letters, etc.

Efforts undertaken by contractor(s) to assist MBE/WBE with obtaining plans,
specification, sub bid requirements and bonding.

Assistance and encouragement of MBE/WBE and subcontractor participation in
all areas of business environment.

Methods used in soliciting bids from MBE/WBE, subcontractors and suppliers
by advertisements, trade publications, media, etc.

Contracts with MBE/WBE brokers, agents, owners, operators of equipment, etc.

Other efforts taken by contractor to encourage MBE/WBE participation.

H. Protest/Resolution
Where a determination is made by staff as part of the MBE/WBE Bid Evaluation Memorandum (Exhibit 1.11‐
2) that a successful bidder has not made the good faith effort to ensure participation by eligible, WBE and
MBE subcontractors, vendors, suppliers and other related crafts and services, the aggrieved party may
protest to the MBE/WBE Coordinator in writing. If there is not resolution at the MBE/WBE Coordinator or
Program Administrator level, the aggrieved party may appeal in writing through the administrative chain up
to the City Council. If the MBE/WBE Coordinator concludes that a good faith effort was made (based on the
facts of the grievance) the aggrieved party will continue with the regular contracted work. Work may
continue during the protest/resolution process, therefore conclusion of the dispute is of the essence.
I. Program Review
While staff will monitor compliance on a regular basis, periodically, the MBE/WBE Coordinator will review:
(a) progress of good faith efforts in each case, and; (b) procedures calling for changes or additions to this
MBE/WBE plan.
J. Selected Listings of Potential MBE/WBE Businesses
U.S. Department of Commerce Minority Business Development Administration –
Resource and Capital Locator
www.mbda.gov
Arizona Unified Certification Program (DBEs) – Searchable Database
http://www.azdot.gov/azdbe/DBE_search.aspx
State of Arizona Civil Rights Program
http://www.adotdbe.com/

http://mesaaz.gov/residents/housing‐community‐development

Page 140 of 165

HOME Policies and Procedures Manual
City of Mesa Housing and Community Development 20 East Main Street, Mesa, Arizona 85201

Appendix A to Part 26—Guidance Concerning Good Faith Efforts
I. When, as a recipient, you establish a contract goal on a contract for procuring construction, equipment,
services, or any other purpose, a bidder must, in order to be responsible and/or responsive, make sufficient
good faith efforts to meet the goal. The bidder can meet this requirement in either of two ways. First, the
bidder can meet the goal, documenting commitments for participation by DBE firms sufficient for this
purpose. Second, even if it doesn't meet the goal, the bidder can document adequate good faith efforts.
This means that the bidder must show that it took all necessary and reasonable steps to achieve a DBE
goal or other requirement of this part which, by their scope, intensity, and appropriateness to the objective,
could reasonably be expected to obtain sufficient DBE participation, even if they were not fully
successful.
II. In any situation in which you have established a contract goal, Part 26 requires you to use the good
faith efforts mechanism of this part. As a recipient, you have the responsibility to make a fair and
reasonable judgment whether a bidder that did not meet the goal made adequate good faith efforts. It is
important for you to consider the quality, quantity, and intensity of the different kinds of efforts that the
bidder has made, based on the regulations and the guidance in this Appendix.
The efforts employed by the bidder should be those that one could reasonably expect a bidder to take if the
bidder were actively and aggressively trying to obtain DBE participation sufficient to meet the DBE
contract goal. Mere pro forma efforts are not good faith efforts to meet the DBE contract requirements.
We emphasize, however, that your determination concerning the sufficiency of the firm's good faith
efforts is a judgment call. Determinations should not be made using quantitative formulas.
III. The Department also strongly cautions you against requiring that a bidder meet a contract goal (i.e.,
obtain a specified amount of DBE participation) in order to be awarded a contract, even though the bidder
makes an adequate good faith efforts showing. This rule specifically prohibits you from ignoring bona
fide good faith efforts.
IV. The following is a list of types of actions which you should consider as part of the bidder's good faith
efforts to obtain DBE participation. It is not intended to be a mandatory checklist, nor is it intended to be
exclusive or exhaustive. Other factors or types of efforts may be relevant in appropriate cases.
A. (1) Conducing market research to identify small business contractors and suppliers and soliciting
through all reasonable and available means the interest of all certified DBEs that have the capability to
perform the work of the contract. This may include attendance at pre-bid and business matchmaking
meetings and events, advertising and/or written notices, posting of Notices of Sources Sought and/or
Requests for Proposals, written notices or emails to all DBEs listed in the State's directory of
transportation firms that specialize in the areas of work desired (as noted in the DBE directory) and which
are located in the area or surrounding areas of the project.
(2) The bidder should solicit this interest as early in the acquisition process as practicable to allow the
DBEs to respond to the solicitation and submit a timely offer for the subcontract. The bidder should
determine with certainty if the DBEs are interested by taking appropriate steps to follow up initial
solicitations.
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B. Selecting portions of the work to be performed by DBEs in order to increase the likelihood that the
DBE goals will be achieved. This includes, where appropriate, breaking out contract work items into
economically feasible units (for example, smaller tasks or quantities) to facilitate DBE participation, even
when the prime contractor might otherwise prefer to perform these work items with its own forces. This
may include, where possible, establishing flexible timeframes for performance and delivery schedules in a
manner that encourages and facilitates DBE participation.
C. Providing interested DBEs with adequate information about the plans, specifications, and requirements
of the contract in a timely manner to assist them in responding to a solicitation with their offer for the
subcontract.
D. (1) Negotiating in good faith with interested DBEs. It is the bidder's responsibility to make a portion of
the work available to DBE subcontractors and suppliers and to select those portions of the work or
material needs consistent with the available DBE subcontractors and suppliers, so as to facilitate DBE
participation. Evidence of such negotiation includes the names, addresses, and telephone numbers of
DBEs that were considered; a description of the information provided regarding the plans and
specifications for the work selected for subcontracting; and evidence as to why additional Agreements
could not be reached for DBEs to perform the work.
(2) A bidder using good business judgment would consider a number of factors in negotiating with
subcontractors, including DBE subcontractors, and would take a firm's price and capabilities as well as
contract goals into consideration. However, the fact that there may be some additional costs involved in
finding and using DBEs is not in itself sufficient reason for a bidder's failure to meet the contract DBE
goal, as long as such costs are reasonable. Also, the ability or desire of a prime contractor to perform the
work of a contract with its own organization does not relieve the bidder of the responsibility to make good
faith efforts. Prime contractors are not, however, required to accept higher quotes from DBEs if the price
difference is excessive or unreasonable.
E. (1) Not rejecting DBEs as being unqualified without sound reasons based on a thorough investigation
of their capabilities. The contractor's standing within its industry, membership in specific groups,
organizations, or associations and political or social affiliations (for example union vs. non-union status)
are not legitimate causes for the rejection or non-solicitation of bids in the contractor's efforts to meet the
project goal. Another practice considered an insufficient good faith effort is the rejection of the DBE
because its quotation for the work was not the lowest received. However, nothing in this paragraph shall
be construed to require the bidder or prime contractor to accept unreasonable quotes in order to satisfy
contract goals.
(2) A prime contractor's inability to find a replacement DBE at the original price is not alone sufficient to
support a finding that good faith efforts have been made to replace the original DBE. The fact that the
contractor has the ability and/or desire to perform the contract work with its own forces does not relieve
the contractor of the obligation to make good faith efforts to find a replacement DBE, and it is not a sound
basis for rejecting a prospective replacement DBE's reasonable quote.
F. Making efforts to assist interested DBEs in obtaining bonding, lines of credit, or insurance as required
by the recipient or contractor.
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G. Making efforts to assist interested DBEs in obtaining necessary equipment, supplies, materials, or
related assistance or services.
H. Effectively using the services of available minority/women community organizations; minority/women
contractors' groups; local, State, and Federal minority/women business assistance offices; and other
organizations as allowed on a case-by-case basis to provide assistance in the recruitment and placement of
DBEs.
V. In determining whether a bidder has made good faith efforts, it is essential to scrutinize its documented
efforts. At a minimum, you must review the performance of other bidders in meeting the contract goal.
For example, when the apparent successful bidder fails to meet the contract goal, but others meet it, you
may reasonably raise the question of whether, with additional efforts, the apparent successful bidder could
have met the goal. If the apparent successful bidder fails to meet the goal, but meets or exceeds the
average DBE participation obtained by other bidders, you may view this, in conjunction with other
factors, as evidence of the apparent successful bidder having made good faith efforts. As provided in
§26.53(b)(2)((vi), you must also require the contractor to submit copies of each DBE and non-DBE
subcontractor quote submitted to the bidder when a non-DBE subcontractor was selected over a DBE for
work on the contract to review whether DBE prices were substantially higher; and contact the DBEs listed
on a contractor's solicitation to inquire as to whether they were contacted by the prime. Pro forma
mailings to DBEs requesting bids are not alone sufficient to satisfy good faith efforts under the rule.
VI. A promise to use DBEs after contract award is not considered to be responsive to the contract
solicitation or to constitute good faith efforts.
[79 FR 59600, Oct. 2, 2014]
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PROCUREMENT
GENERAL OVERVIEW
This chapter provides guidelines for purchasing and contracting for supplies, equipment, construction,
and other services acquired in whole or in part with HOME funds. Any entity providing services, supplies
or equipment to a HOME activity must be selected in accordance with the requirements of 24 CFR 92.356,
24 CFR Part 84.40 through 84.48, and 24 CFR Part 85.36, as applicable.
GRANTEE RESPONSIBILITIES
Federal procurement regulations require Grantees and their subrecipients to conduct procurement in a
manner providing full and open competition when HOME funds are used. The City must comply with all
its obligations under its agreement with HUD to ensure full and open competition is achieved when using
HOME funds to purchase goods and services. In accordance with 24 CFR Part 85.36, the City and its
subrecipients are expected to use their own procurement procedures that reflect applicable State and local
laws and regulations, provided that the procurements conform to the applicable federal regulations.
IMPLEMENTATION PROCEDURES
A.

Full and Open Competition Requirements
To ensure full and open competition, four methods of procurement are allowable using HOME funds:
competitive sealed bids, small purchases, competitive proposals, and noncompetitive negotiation.
The City must first determine which method is required for the item being procured. The following
chart contains a summary of the four procurement methods.
WHAT IS
BEING
PROCURED?
Contract for
New
Construction
Contract for
Services,
Supplies, and
Owner
Occupied
Rehabilitation

METHOD TO
PROCURE

CONTRACT
TYPE/SPECIFICATIONS

Competitive
Sealed Bids
(Formal
Advertising)





Construction Contracts
Firm, Fixed‐Price Contracts
Formally Advertise in
Newspapers

Small Purchase
Method




Construction Contracts
Aggregate of Not More
$100,000
Simple and Informal Price
or Rate Quotations
Obtained From at least 3
Qualified Vendors
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Contract for
Architectural,
Engineering,
or
Administrative
Services

Competitive
Proposals
Method

Contract for
Goods and
Services

Noncompetitive 
Negotiation
(Sole Source
Method)




Price Not A Factor
Competitors’ Qualifications
Evaluated
Most Qualified Selected
Subject to Negotiation of
Fair and Reasonable
Compensation
Used Only When Award of
Contract is Infeasible Under
o Small Purchase
o Sealed Bids or
o Competitive
Proposals
and One (1) of the
Following Circumstances
Apply:
- Item Desired Available
From One (1) Source
- Competition Inadequate
After Solicitation
- Public Emergency

A. Certification Regarding Debarment, Suspension
Executive Order 12549 (dated February 10, 1986), requires all projects using federal funds
(including HOME) to certify to the best of their knowledge that they or any other principal person
working on the contract/grant have not been debarred or suspended from participation in a
transaction with any federal agency. This certification must be included in all bid requests and
contracts entered into by the HOME Contractor, contractor, and subcontractors on projects using
HOME funds.
Neither the City nor subgrantees may make any award or permit any award (subgrant or contract)
to any party which is debarred or suspended or is otherwise excluded from or ineligible for
participation in federal assistance programs under Executive Order 12549, Debarment and
Suspension. HOME funds shall not be used directly or indirectly to employ, award contracts to,
otherwise engage the services of or fund any contractor or subcontractor during any period of
debarment, suspension or placement in ineligibility status by HUD under the provisions of 24 CFR
24, as revised April 1, 1997.
For every federally‐assisted contract or subcontract to be awarded, regardless of the nature of the
work, the City must verify if the proposed company and the individuals who own the company are
on the debarred list maintained by the U.S. General Services Administration (GSA) titled the List of
Parties Excluded from Federal Procurement and Non‐procurement Programs. A variety of different
search options are available on the website. The website address is: http://www.epls.gov
http://mesaaz.gov/residents/housing‐community‐development

Page 145 of 165

HOME Policies and Procedures Manual
City of Mesa Housing and Community Development 20 East Main Street, Mesa, Arizona 85201

B.

Competitive Sealed Bids (Formal Advertising)
This method should be followed for new construction projects and multi‐unit rehabilitation projects.
Sealed bids are solicited through formal advertising. A firm, fixed‐price contract is awarded to the
responsible bidder whose bid conforms to all the material terms and conditions of the bid invitation
and is the lowest in price. The contract awarded may be a lump sum or a unit price.
Federal regulations allow Cities to use the small purchase method for procurements costing in the
aggregate of not more than $100,000. This method is applicable for the procurement of services,
supplies, or other property. These procedures are relatively simple and informal while still ensuring
the reasonableness of costs by obtaining and documenting price or rate quotations from a sufficient
number of qualified vendors (which HUD has determined to be 3 or more). If the City's purchasing
policy limit is less than $100,000, any limitations or restrictions in the City's own procurement
provisions are to be used.

C.

Competitive Proposals Method
Competitive proposal procedures are normally conducted when conditions are not appropriate for
the use of sealed bids and for the procurement of professional services. Competitive proposals often
take the form of a “Request for Proposals” or a “Statement of Qualifications.” For competitive
proposal procedures, price is not the sole determining factor in the contract award. The City must
determine its evaluation criteria in advance and include that criteria in its solicitation for competitive
proposals. For architectural/engineering contracts only, price does not need to be a factor in the
evaluation and selection of a firm. By this method, competitors' qualifications are evaluated and the
most qualified one is selected, subject to negotiation of fair and reasonable compensation.
Under this process, an RFP is publicized and proposals are requested from a number of qualified
vendors. A fixed price or cost reimbursement contract is awarded. Noncompetitive Negotiation (Sole
Source Method)
Noncompetitive negotiation is allowed under certain conditions. This method may be used only
when the award of a contract is infeasible under small purchase, sealed bids or competitive proposals
and one of the following circumstances applies:
1.

The item desired is available from only one source

2.

After multiple sources have been solicited, competition is determined inadequate;

3.

The goods or services are needed rapidly to meet a public emergency

The City must document and retain a record of the rationale used to select this procurement method
and provide an explanation of how the cost of the service or product was determined to be
reasonable.
B.

Procedures for Purchasing
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The procedures outlined in this chapter can be used selectively to improve existing procedures or in
total to implement a complete system. Cities that have questions concerning whether or not their
purchasing procedures and systems meet federal requirements should contact their HUD
Representative for clarification and assistance.
C.

Owner Occupied Rehabilitation Programs
The City must prepare its own cost estimate for the work. This cost estimate should involve a trip to
the site and be complete in every respect; it cannot simply be a commentary on a construction
contractor's bid.
The contractor's bid must be within 10 to 15 percent of the city's own cost estimate; if it is more than
15 percent, further negotiation should be attempted to bring the cost estimates closer. Otherwise, it
does not meet the "reasonable" cost criterion.

D.

Recordkeeping Requirements and Files
Files shall be maintained which are sufficient to track a procurement process and to meet the
requirements described in the federal regulations 24 CFR 84, 24 CFR 85 and 2 CFR 200. Minimally,
procurement records shall include information concerning the following:











Description and rationale for the method of procurement;
Qualification statements, RFPs, and proposals received;
Rationale for selection of contract type;
Rationale for contractor selection or rejection;
The contractor’s written cost estimate used to determine cost reasonableness;
Basis for the cost or price that was awarded;
A copy of the contract awarded;
Copies of contract amendments, if any, and the rationale for the amendment;
A copy of the Notice to Proceed;
Records of partial payments by the Contractor to the construction contractor and supporting
documentation (in financial management files).

1.2.1 REFERENCES
24 CFR 84 establishes federal administrative requirements for grants with non‐profit organizations
receiving HOME funds.
24 CFR 85 establishes federal administrative requirements for grants and loans to State Recipients (local
government) and any governmental subrecipient receiving HOME funds.
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Federal OMB Circular A‐87 establishes principles and standards for determining costs of grants,
contracts, and other agreements with State Recipients (local governments) and any governmental
subrecipient receiving HOME funds.
Federal OMB Circular A‐122 establishes principles for determining costs of grants, contracts, and other
agreements with non‐profit organizations.
2 CFR 200 Uniform Guidance on Administrative Requirements, Cost Principles and Audit requirements
for Federal Awards.
WEBSITES
http://www.hud.gov/offices/cpo/index.cfm ‐ HUD’s procurement website
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GENERAL SPECIFICATIONS
APPLIANCES AND LAYOUT: All qualifying appliances shall be Energy Star rated. Refrigerator
space shall be at least a 39” wide clear opening. Provide and install ice maker hook up at refrigerator
location. Refrigerator shall not be located in a corner. Stove/range shall have a 30” clear space.
Dishwasher shall have a 24” clear space. Tile shall be installed under all appliances including the
dishwasher. Shim cabinets to ensure adequate height clearance for dishwasher installation.
BASEBOARDS/DOOR TRIM INSTALLATION: Use only solid wood baseboards. MDF, particle
board, or plastic is unacceptable and the contractor will be responsible for replacement if any of these
products are used. Baseboards shall be straight, tall base molding, wide flat design, at least 3 ¼” high
with scroll on top. All baseboard splices and door trim corners shall be mitered with no more than 1/16”
gap. All exterior baseboard corners shall be mitered with no more than a 1/16” gap. Pre-manufactured
corner butt blocks are NOT to be used. All baseboard interior corners shall be coped or mitered with no
more than a 1/16” gap. Cut all joints on-site using matching base. Baseboards shall be installed on top
of tile and after installation of the tile. The gap between the bottom of the baseboard and the tile shall
not be more than 1/8” gap. This gap shall be caulked and re-caulked after 24 hours to fill in shrinkage of
the first caulk application. The tile floor shall be masked with masking tape prior to caulking to ensure
a quality edge/straight line at the vertical to horizontal transition between the tile and baseboard. After
caulking is complete, re- paint the baseboard at the transition to seal the caulking. Remove masking
tape after painting to reveal quality edge/straight line. Exception will be made based on previous
contractor experience with projects done with the City of Mesa. Baseboard installed prior to tile
installation will require a siliconized, latex-based grout caulking to be installed at all baseboard and door
thresholds.
BIDS: All bids must contain a price at every line item. No “Included in Bid” allowed. No “$0.00”
allowed except at materials line where materials are not used or needed to complete the work. Any bid
submitted with line items blank will automatically be rejected. The HCD reserves the right to reject any
and all bids.
BONDING: Per Arizona State Statutes, any contract that exceeds the simplified acquisition threshold,
(currently set at $16,000) will require any bidder and/or contractor to provide: (1) a bid guarantee from
each bidder equivalent to five percent of the bid price, (2) a performance bond on the part of the
contractor for 100 percent of the contract price, and (3) a payment bond on the part of the contractor for
100 percent of the contract price.
Bid Bond $_______________
Performance Bond $_______________
Payment Bond $_______________
Make sure to include the above mentioned costs in your bid price if applicable.
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BUILDING ENVELOPE: Seal all wall, floor and joint penetrations, including gaps between window
frames, door frames and walls, with a sprayed or injected foam product. Properly install insulation
without gaps, voids or compression and in full contact with the interior air barrier.
Attic insulation shall be at least R40 and exterior wall insulation shall be at least R13.
CABINETS: Use only solid wood and plywood (minimum 5-ply) constructed cabinets. Include
furniture grade plywood components, plywood drawer bottoms, solid wood dovetail drawer box, predrilled shelf pin holes, ¾” plywood full depth shelves, soft-close drawer guides with full extension, and
Blum hinges. Provide specs for pre-approval to HCD. Unless otherwise noted in the write-up, cabinets
to match throughout the residence. Install new cabinets after painting is completed and before flooring
tile is installed. Provide a watertight, galvanized or stainless steel, brazed or welded, pan under sink
and all vanities, with a 1” inch lip. Pan shall be installed prior to cabinet installing the cabinet and sized
to fit the base of the cabinet. All cabinets shall have pulls installed, throughout. Upper cabinets shall be
42” tall (reduction in height by 2” is allowed to accommodate crown molding) and bottom of cabinets
shall be installed 4’6” above floor. All cabinets shall match throughout. Shim kitchen cabinets to ensure
adequate height clearance for the installation of the dishwasher.
CARPET: Use only the Carpet and Rug Institute’s Green Label Certified carpet. Installation and padding
to be per manufacturers installation instructions. Provide proof of compliance to HCD. Use ½” thick pad
with minimum 28 oz. FHA approved carpet. Provide proof to HCD.
CERAMIC TILE: Use only tiles specifically designed for that application. Tile shall be at least
$1.25/sq. ft. Provide HCD with proof of cost prior to installation. Tile patterns must be approved by
HCD and homeowner, if applicable, before starting installations. Grout joints shall be 1/8” to 1/4” per
homeowners choice and shall be medium to dark in color per homeowners choice. All appliances,
including the dishwasher shall be installed on top of tile. Tile shall be installed under all appliances
prior to the appliance installation. Cabinets shall be installed prior to tile installation. Shim cabinets to
ensure adequate height clearance for dishwasher installation. Use modified thin-set for the installation of
all tile.
CONCRETE: Protect all existing and new driveways, sidewalks, patios and all other existing and new
concrete pads from damage and/or staining, oil leaks, etc. Do not put dumpsters in driveway or on any
concrete surface. If any damage occurs during construction, the general contractor shall be solely
responsible to replace, repair or remedy all damage done by subs, laborers, or any other hired help. All
newly poured concrete shall be 2500 psi and a minimum of 4” in thickness. Contractor shall ensure that
the ground is adequately compacted before pouring the concrete.
COUNTERTOPS: Provide and install FHA grade fully formed laminated countertops. Countertops to
be installed by a professional countertop company unless otherwise specified in the work write- up.
Shim cabinets to ensure adequate height clearance for dishwasher installation. Include all materials and
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labor for a complete installation. HCD to select color. Caulk/seal backsplash to wall with 100%
silicone caulk. Re-caulk 24 hours later to compensate for shrinkage.
COVERS/DEVICES: Do not caulk any electrical device cover including switches, receptacles, etc.
Make sure devices are properly aligned and installed straight prior to installing cover plates.
DEMOLITION: All demolition shall be completed and debris removed from site prior to start of
construction to an approved licensed landfill or recycling center.
DRAIN CLEANING/CAMERA: Unless noted otherwise in the scope of work, clean all drain lines
with electric drain cleaning equipment through all fixtures, vents, and cleanouts, before construction is
started and again at the end of construction. Use a color camera to identify any possible problems
before construction is started and at the end of the project construction to ensure all connections are
complete and secure and the lines are clear of debris and stoppages. Submit a clear camera recording
clearly identifying the home and showing that all waste and drain lines are clear of obstacles. Provide a
30-day written warranty starting at date of final acceptance. Camera footage needs to show that the
waste and sewer line is clear to the connection of the street sewer main Call HCD for inspector to be
onsite while running camera.
DRAIN-WASTE-VENT SYSTEM: Unless otherwise specified, the plumbing drain system shall be
replaced from all fixtures to the city sewer connection including vents through the roof per City of Mesa
Residential Plumbing Code. Include any necessary concrete saw cutting, concrete removal, excavation
and backfill. Mechanically compact dirt, pin new concrete to existing slab a minimum of 48” on center
and re-pour with minimum 2500 psi. concrete. Provide a cleanout at every fixture. Do not close any
walls or fill holes before calling for an inspection and getting approval from HCD.
ELECTRICAL SYSTEM REWIRE: Rewiring will include but is not limited to the removal of all
existing wires, conduits and junction boxes. Install all new wiring, conduits, junction boxes, doorbell,
switches, receptacles, cover plates, light fixtures, and any other related items. Install a 20-amp
dedicated microwave circuit installed as far right as possible in the back of the cabinet over stove.
Provide a 15-amp dedicated refrigerator circuit (shall NOT be GFCI protected). Provide a
stove/range outlet installed within 6” of the finished floor. Provide a 20-amp dedicated circuit for the
dishwasher and garbage disposal. The garbage disposal shall have a switched outlet on the wall above
the countertop near the kitchen sink. Provide two 20-amp circuits to supply all receptacles for the
kitchen countertops (all kitchen countertop receptacles shall be GFCI protected), dining room, breakfast
nook, and pantry. Provide dedicated 20-amp circuit to serve all bathroom receptacles (bathroom
receptacles shall be GFCI protected). Provide GFCI protection on all exterior receptacles. Provide
grounded 15-amp receptacles on all walls (except kitchen, dining room, breakfast nook, and pantry).
Provide switched lights in all rooms. Provide a dedicated 20-amp circuit for a switched Christmas light
receptacle (GFCI protected) at eave of roof or bird block at front of house. Provide a switch inside the
house adjacent to the front door for the exterior Christmas light receptacle. All required light fixtures.
All new light fixtures and ceiling fans shall be Energy Star rated, be a minimum 2 bulb fixture, and all
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light bulbs shall be of the light-emitting diode (led) bulb type. All fans and lights shall work separately
with the use of a separate wall switch for the fan and light. The fan switch shall be a 3-speed wall
switch. All light fixtures and fans shall be controlled by wall switches (pull strings or photocells are
not allowed as the only means to operate the lights and fans).
ENTRY DOOR: Install a fiberglass raised panel entry door. Include thumb turn deadbolt, entry
lockset, weather-stripping, threshold, sweep, as needed for a complete installation and proper operation.
Install interior and exterior trim including caulk and seal for a complete installation. See EXTERIOR
DOOR Specifications for installation requirements. All exterior doors to be keyed alike with smart rekey technology locks having a minimum ANSI Grade I (Best). All door hardware, including hinges, to
be a brushed nickel finish. Install deadbolt and latch per City of Mesa Safety Ordinance. Provide
adequate blocking between door jamb and trimmer to ensure proper installation of security door for
maximum holding strength. Fill gap between rough framing and door jamb with an expandable spray
foam product. If exterior door is to receive a security door, ensure that all doors have adequate blocking
between the door jamb and the trimmer to ensure bolts have full depth penetration into the wood to
ensure proper holding strength. The outside door trim shall not be the only means to secure the security
door.
EXHAUST DUCTS: Install a rectangle duct to attic, ½” minimum from back of the cabinet in two
sections. First section of the rectangular duct is to be 10 1/8” width x 3 3/8” depth x 8” high where
connecting to hood/microwave exhaust (lower section), not secured to the cabinet or duct penetrating
through top of cabinet into the attic (upper section). Lower section is to be moveable and slide a
minimum 4”- 6” above bottom of cabinet for easy installation of the hood/microwave. Upper section
rectangular duct to overlap lower section a minimum of 4” and continue through the upper cabinet into
the attic where transition to round pipe may be used. All transitions from rectangular duct to round pipe
are to be located in the attic and NOT inside the kitchen cabinet. Duct shall be centered in the cabinet.
Cut opening in bottom of cabinet to accommodate duct. Over cut, if necessary, the sides by ¼” all
around to allow connection to exhaust from hood/microwave. Make sure to use only metallic tape,
specifically designed for that use, on all hood/microwave exhaust ducts. No duct tape allowed.
EXAUST FANS: Provide and install a new 80 CFM exhaust fan vented to the outside on a separate
wall switch unless noted in the work write-up. Use a minimum of 4” metal vent piping and use only
metallic tape specifically designed for that use. Include everything needed for a complete installation
and proper operation.
EXTERIOR DOORS: All exterior doors are to be pre-hung, ½ lite raised panel fiberglass door unless
otherwise specified in the write-up. Include thumb turn deadbolt, entry lockset, weather stripping,
threshold, sweep, as needed for a complete installation. Install interior and exterior trim including caulk
and seal for a complete installation. All exterior doors to be keyed alike with smart re-key technology
locks having a minimum ANSI Grade I (Best). All door hardware, including hinges, to be a brushed
nickel finish. Install deadbolt and latch per City of Mesa Safety Ordinance. (SEE SAFETY
ORDINANCE SPECIFICATION) All exterior doors to swing into residence whenever possible. If
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doors swing out, use security hinges. Jamb extensions shall be installed on opposite side of swing. Door
reveals at the top and latch side of the door in relation to the door jamb shall be uniform with no
variation in the reveal by more than1/16”. The width of the reveal shall not be greater than 3/16” and no
less than 1/8”. The door shall be installed plumb with the jamb. The door reveal between the door stop
and the door shall not vary more than 1/8” over the height of the door. If exterior door is to receive a
security door, ensure that all doors have adequate blocking between the door jamb and the trimmer to
ensure bolts have full depth penetration into the wood to ensure proper holding strength. The outside
door trim shall not be the only means to secure the security door. Fill gap between rough framing and
door jamb with an expandable spray foam product.
The use of expandable foam shall not warp the doors to the point where they do not open or close
properly or disfigure the jambs of the door. Contractor is to take every precaution necessary to protect
doors after installation including but not limited to covering the threshold.
EXTERIOR PAINT: Remove all nails, brackets, obsolete wires and piping, cables, antenna, satellite
dishes, and all other unused or obsolete items from walls, fascia, trim, eaves, soffits, etc. and repair
affected areas as needed before painting. Power wash, scrape, sand, and wire brush all surfaces to
smooth condition. Caulk, fill, sand and prepare all surfaces. Prime all surfaces with a good quality
primer, per manufacturer’s specifications, and paint all surfaces with a good quality 100% acrylic- latex
mildew resistant paint, per manufacturer’s specifications. Paint fascia, window sills, faux shutters, and
all posts the same color as the trim. Provide primer paint specifications to HCD prior to painting.
FASCIA BOARDS: Fascia to be replaced with proper size J grade select wood fascia boards unless
otherwise noted. Miter cut all corners and splices. Gaps in mitered cuts shall not be greater than 1/8”.
Use 16d galvanized nails to attach fascia to rafter tails. Installation of lookout blocking is required prior
to installing new fascia boards. Look-out blocking installation to extend from fascia minimum 4’0”
through gable and secure to truss, installed from each corner of the roof, and at every sheathing break.
All joints shall be caulked and painted to ensure adequate weather protection.
FLOORING: ALL flooring to be installed per manufacturer specifications.
FIRE SPRINKLERS: Fire suppression system to be installed in entire structure with concealed heads
except where pendent heads are required. Include all necessary engineering, drawings, permits, and
fees. All work shall meet all existing codes for a residential system (NFPA 13D). Include all materials
and labor needed for a complete installation and proper operation. Check with City of Mesa to see if a
separate or new meter is needed and/or new separate water service from tap to new meter is needed, or
existing meter and water service are large enough to accommodate fire sprinkler system. If upgrade is
needed, include complete replacement and all associated costs and fees in your bid. If the line from the
street water main to the water meter is not adequate, contact HCD and HCD will look into having the
City upgrade the line.

http://mesaaz.gov/residents/housing‐community‐development

Page 154 of 165

HOME Policies and Procedures Manual
City of Mesa Housing and Community Development 20 East Main Street, Mesa, Arizona 85201

FIXTURES/HARDWARE FINISHES: Unless otherwise noted in the write-up all (interior and
exterior) light fixtures, all plumbing fixtures including but not limited to faucets, spouts, shower arms,
T&P holders, towel bars, etc., and all hardware, including but not limited to door stops, hinges, locks,
deadbolts, cabinet pulls etc., and all ceiling fans shall have a brushed nickel finish and match
throughout the house. Ceiling fans shall be a minimum of 52” unless with light otherwise specified. All
fans and lights shall work separately with the use of a dedicated wall switch for the fan and light. The
fan switch shall be a 3-speed wall switch. Provide a spec sheet for all fixtures and hardware for preapproval to HCD.

GENERAL GROUNDS: Properly grade property as needed to provide drainage away from the
structure and prevent ponding. Bring in new dirt if needed. At the front of the property, remove earth so
that the grade is at least 3” below the top of the driveway and sidewalks for the future installation of
landscape rock or gravel.
All new irrigation system shall be a low volume, non-spray system. Any new trees and plants shall be
native to the area and appropriate to the site’s soils and micro climate. Locate trees and plants to
provide shading in the summer and allow for heat gain in the winter. If there is no fence or separation of
front yards, provide concrete curb between properties.
GREEN BUILDING: Contractor shall incorporate to the greatest extent feasible, energy-efficient
construction techniques and products, environmentally-preferable materials and building practices,
water-efficient products and processes, renewable energy options, waste reduction and recycling during
construction process, and smart growth and sustainable land development practices.
HVAC: Unless otherwise noted in the write-up all units shall be energy efficient, split unit systems of at
least 16 S.E.E.R. Air handler shall be installed in the attic (unless specified otherwise) with a variable
speed blower motor (not multi-speed), and condensing unit with disconnect behind fence on a new
concrete pad, unless otherwise specified. If installed in the attic, air handler and drain pan shall be
supported using 3/8” all-thread and uni-strut. All-thread shall be securely fastened to the existing trusses
or rafters using ¼” X 2” Side Wood 3/8” Rod Hangers. Include a complete insulated new supply and
insulated return air duct system. Contractor is to provide MCSD with heat load calculations, including
but not limited to, Manual J, S, and D calculations for approval prior to the start of construction.
Condensate line shall drain into a tail piece of lavatory drain and secondary to terminate in a
conspicuous location such as above a window or door. Thermostat shall be digital and programmable.
Check and balance air supply. HVAC system to have a minimum 10-year compressor, 5-year parts, and
5-year labor (transferrable) warranty. If specs ask for roof mounted unit, make sure to route condensate
line through the roof and empty into a tail piece of lavatory drain.
ICE MAKER HOOK UPS: Provide and install a water line in wall with valve box at the refrigerator
opening to accommodate an icemaker on all projects unless otherwise noted in the write-up.
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INSULATION: Provide and install batt insulation or spray foam insulation at all exterior wall framing.
Use R-13 for 2”x 4” walls, R-19 for 2”x 6” walls and Urethane spray foam at all furred block locations.
Install insulation without gaps, voids or compression and in full contact with the interior air barrier.
Seal all wall and ceiling penetrations, including but not limited to gaps between window frames, door
frames, and walls, with a sprayed or injected foam product. The use of expandable foam shall not warp
the windows or doors to the point where they do not open or close properly or disfigure the jambs of the
door or window. Attic insulation to be blown in up to R40 with insulation baffles at all vented bird
blocks. Call HCD for inspection before installing drywall.
INTERIOR DOORS: Door reveals at the top and latch side of the door in relation to the door jamb shall
be uniform with no variation in the reveal by more than1/16”. The width of the reveal shall not be greater
than 3/16” and no less than 1/8”. The door shall be installed plumb with the jamb. The door reveal between
the door stop and the door shall not vary more than 1/8” over the height of the door. NOTE: Gap between
rough framing and door jamb to be a maximum of ¾”.
INTERIOR PAINT: Properly prepare all interior surfaces throughout. Caulk, prime, and paint all
interior surfaces with good quality mildew resistant paint, including doors, trim, closets, pantry, etc. with
interior acrylic eggshell enamel paint, per manufacturer’s specifications. Provide primer and paint
specifications to HCD before proceeding.
Attention: Make sure there will be no paint residue on hinges, door stops and knobs. Remove all
doorknobs, cover plates, a/c covers, etc. before painting and re-install upon completion.
Whenever possible paint before installing any cabinets in kitchen, baths, laundry rooms, etc. If not
possible, remove trim before painting, and install new trim upon completion.
KITCHEN SINK/FIXTURE: Provide materials and labor to install double compartment stainless
steel self-rimming sink. Include a new brushed nickel single lever pullout spray head w/9” spout,
aerating low flow w/touch button to convert to powerful spray faucet, new trap, 2 part waste, supply
lines, ¼ turn brass angle stops with chrome metal escutcheon plates (sized properly) around all pipes
penetrating the cabinets, metal braided supply lines, and a separate ¼ turn brass dual outlet angle stop
for the hot water supply to the dishwasher and sink. Provide cap for the outlet to the dishwasher. Sink
shall be installed per manufacturer’s specifications and clamped on all sides including the front and
back. Caulk and seal around the perimeter of the sink with 100% silicone caulk prior to, not after,
setting the sink for a better seal to countertop. Excess caulking is to be removed from fixtures and
countertops. Basket strainer and disposal sink spud shall be centered in drain openings and set with
plumber’s putty. Angle stops and chrome escutcheon plates to be installed after cabinet installation.
MAIL BOXES: All single family homes shall have a new, lockable mail box installed unless otherwise
noted. Style and location of mail boxes shall be approved in writing by the local postmaster and have the
Post Master General’s seal of approval. If attached to house, install 4’ above ground on a readily
accessible route. If mounted on post, use either a 4’X4’ wooden post or a 2” diameter pipe in a
minimum 18” deep posthole filled with concrete. Properly install address numbers as per COM
Building Safety requirements.
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MATERIALS: All materials used shall be new and of good quality. Use termite resistant materials in
areas known to be infested.
MEDIA PANEL: Media panel to be metal with removable access cover and be in an accessible
location. Run one CAT 5 wire for phone line and one RG6 coax cable from media panel to each
bedroom, the living room, and kitchen to terminate in an approved wall outlet box. Run two CAT 5
wires and two RG 6 coax cables from media panel and to penetrate exterior wall near exterior utility
entrance location to terminate inside a weather proof box.
MICROWAVE CIRCUIT: Provide a 20 amp dedicated microwave circuit in cabinet over stove on all
homes being rewired unless otherwise noted in write-up. Receptacle to be in the right side of the cabinet
to prevent being block by exhaust duct connection.
PERFORMANCE: All work shall be completed within 90 business days from Notice to Proceed or as
noted in the contract. Provide a construction schedule before “Notice to Proceed” is issued. If the
contractor is delayed in performing the work under this agreement by circumstances beyond his/her
control, the contract may be extended by the same amount of time as was caused by the delay. The
contractor shall request the extension and reason for delay in writing. The HCD shall approve or deny
such request within three (3) business days. If contractor fails to complete the work within the contract
time, the contract may be “Terminated for Default”.
RE-PLUMB: Water system shall be type L copper below grade, type M copper above grade, or
approved PEX piping with copper stub-outs penetrating drywall at all locations. All copper penetrations
through concrete or stucco shall be protected by wrapping the pipe with a minimum 30 mil with 10 mil
tape to extend a minimum of 1’ on either side of the penetration. All joints under concrete including
slabs, patios, and walkways shall be silver soldered. All piping penetrating framing members shall be
protected with safety plates at all locations. Perform an air pressure test or water test all re-plumbs.
Water test to include connection to the city service meter for a minimum of 24 hours before drywall is
installed and continuing through the completion of the project to identify problems when they occur.
Call HCD for inspection before closing walls.
REWIRE: Rewiring will include but is not limited to the removal of all existing wires, conduits and
junction boxes. Install all new wiring, conduits, junction boxes, doorbell, switches, receptacles, cover
plates and any other related items. Install a 20 amp dedicated microwave circuit installed as far right
as possible in cabinet over stove. Provide a 15 amp dedicated refrigerator circuit (shall NOT be
GFCI protected). Provide a stove/range outlet installed within 6” of the finished floor. Provide two
20-amp circuits to supply all receptacles for the kitchen countertops (all kitchen countertop receptacles
shall be GFCI protected), dining room, breakfast nook, and pantry. Provide dedicated 20 amp circuit to
serve all bathroom receptacles (bathroom receptacles shall be GFCI protected). Provide GFCI
protection on all exterior receptacles. Provide grounded 15 amp receptacles on all walls (except kitchen,
dining room, breakfast nook, and pantry). Provide switched lights in all rooms. Provide a dedicated 15
amp circuit for a switched Christmas light receptacle (GFCI protected) at eave of roof or bird block at
front of house. Switch shall work from the interior. Rough and trim complete to include all required
light fixtures. All new light fixtures and ceiling fans shall be Energy Star rated and all light bulbs shall
be of the light-emitting diode (led) bulb type. All fans and lights shall work of a separate wall switch.
The fan switch shall be a 3-speed wall switch. All light and fans fixtures shall be controlled by wall
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switches (pull strings or photocells are not allowed as the only means to operate the lights and
fans).
ROOFING: Use Energy Star-compliant and high-emissive roofing unless otherwise stated in the writeup. Inspect all sheathing for any weakness or deterioration and call HCD for inspection before covering
sheathing. Replace all roof vents, jacks or flashings and paint to match roofing material. Weave
shingles at all valleys. Make sure to remove all unneeded, unwanted, obsolete, or soon to be obsolete
penetrations and repair sheathing as needed prior to installing new roof.
SAFETY ORDINANCE: All work shall meet the City of Mesa Safety Ordinance as follows:
All dwelling units shall conform to the following minimum security requirements: (4244, 4636)
1.
All main or front-entry doors shall be arranged so that the occupant has a view of the area
immediately outside the door without opening the door. Such view may be provided by a door viewer
having a field of view of not less than one hundred eighty (180) degrees or through windows. (4244)
2.
All exterior swinging doors shall be of solid core or metal skin construction, including the nonglazed portion of exterior glass insert doors. (4244)
3.
Open spaces between trimmers and wood exterior doorjambs shall be solid shimmed, extending
not less than six inches (6") above and below the deadbolt strike plate. Deadbolt strike plates for
exterior door locks shall be attached to wood jambs with not less than two (2) No. 8 by two-inch (2")
screws or when attached to metal jambs, shall be attached with not less than two (2) No. 8 machine
screws. (4244)
4.
Exterior doors with hinge pins exposed on the outside shall use non-removable pin hinges or
standard pin hinges with the pins modified to prevent the removal of the door from the exterior. (4244)
5.
All exterior sliding doors shall be constructed and installed so as to prohibit the raising, sliding,
or removal of the sliding section from the track while in the closed and locked position. The stationary
section shall not be removable from the outside. Such sliding doors shall be provided with an auxiliary
or additional locking device operable from the inside without the use of a key or special knowledge or
effort. (4244)
(a)
All exterior swinging doors and doors from a dwelling to an attached garage shall be equipped
with a deadbolt lock. Such deadbolt locks shall: (4244)Have a minimum one-inch (1") bolt throw and
receiving strike-plate hole one- quarter inch (1/4") deeper than the projected bolt throw, and (4244)
(b)
(c)

Have a wrench-resistant collar, and (4244)
Have fasteners which thread into the cylinder body. (4244)

Deadbolt locks installed on the front or main-entry door shall be key operated from the exterior and
operable from the inside without the use of a key. (4244) Exterior windows shall be constructed and
installed so as to prohibit raising, sliding, or removal of the moving section while in the closed and
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locked position. A passive window panel shall have weather-stripped molding or glazing bead which is
not easily removed from the outside to prevent removal of the window glass. (4244)
6.
All garage doors not equipped with a power-operated mechanism shall be equipped with at least
two (2) locking devices of the following types: (4244)
(a)

Throw bolt or flush bolt; (4244)

(b)

Cylinder-type lock; (4244)

(c)

Padlock and hasp; (4244)

(d)

Electrical-power-operated mechanism with automatic locking device. (4244)

(e)
All garage doors shall be capable of being unlocked and operable from inside the garage without
the use of electrical power.
(f)
Access doors to attic space shall be located in the interior of the dwelling unit or within a secured
enclosed room or garage, provided that if no interior location is available, a metal access door secured
with a steel hasp and a heavy-duty lock may be located on the exterior. (4244)
R325.2. The requirements of this Section are not intended to prevent the use of any device, hardware, or
method of construction not specifically prescribed when such alternate device, hardware, or method of
construction provides equivalent security, subject to the approval of the Building Safety Director. (4244,
4636)
SEWER LINE: All new sewer lines to be 4” ABS with glued joints per manufacturers specifications.
Provide a two-way cleanout accessible through landscape boxes or metal access covers in concrete set at
grade level. Perform a water test on all new sewer line installations. Call HCD for inspector to be
onsite while performing test. Mechanically compact backfill in 12” lifts.
SMOKE DETECTORS: Install UL approved, ceiling mounted smoke detectors, permanently wired
into a receptacle with a battery back-up, in all sleeping rooms, hall, and living room. All smoke
detectors must be interconnected.
All smoke detectors must meet the following requirements:
a. 120 VAC (60Hz)
g. Automatic reset
b. UL Standard 217
h. Power on indicator, red LED
c. Dual ionization chambers
i. 5 year limited warranty
d. 100% Solid State
j. 10% to 85% relative humidity
e. Horn level, 8/5 decibels at 10’
k. Approved by the National Fire
f. Temperature range 40 to 100 degrees
Protection Agency (NFPA)
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SHELVING: shall be bullnose MDF material at closets, laundry, and all areas shelving is required
unless otherwise stated in the “Scope of Work”.
STUCCO: Remove all loose, scaling, peeling or cracking surface materials, nails, brackets, obsolete
wires and piping, cables and all other unused or obsolete items from all affected surfaces and repair as
needed before stuccoing. Do not stucco over, or imbed in stucco any wires, pipes, hook ups, a/c lines,
cables, spigots, or any other wall penetrations. Do not apply stucco to posts or beams. Stucco over
masonry block shall be wire lath only (no foam) and stucco application. Stucco over wood framing shall
be 15# felt paper, 1” foam, wire lath, and stucco application (Western One Kote Stucco System).
SUNSCREENS: Screens shall block at least 80% of the sun’s heat and glare. Attach sunscreens to
window frames using commercial grade barrel clips or commercial grade Velcro strips. If Velco strips
are used, two (2) Velcro strips at least 8 inches in length shall be installed at each corner. Sunscreen
frames shall be same color as window frames, grain shall all be installed in same direction, and no
corner blocks are to be installed on the frames. Frames are to be cut and secured properly on a 45degree angle miter cut.
TUB/SHOWER SURROUND: 3/8” Cultured marble surround to be installed by a professional
cultured marble company. Install all cultured marble panels over ½” cement board. Panels shall be one
piece extending to the ceiling and a minimum of 3” wider than the receptor and extending to the floor.
Use waterproof adhesive to secure all panels. Caulk all panel edges, junctions with panels, and junction
at tub/shower receptor with a mildew resistant silicone caulk. Include recessed shampoo/soap shelf, and
all materials and labor needed for a complete and proper installation.
TUB/SHOWERDOOR: Shall be a frameless bypass shower door in matte nickel finish with clear
glass. Glass shall be ¼” thick tempered glass. Shower doors shall be 70-5/16” high and cover the full
width of the opening. Bathtub doors shall be 58 1/16” high and cover the full width of the opening.
Doors are to be fully by-passable and have easy clean curbs open to the inside of the shower for water to
properly drain and for low maintenance. Include all materials and labor needed for a complete
installation and proper operation.
UTILITIES: General contractor shall turn on all utilities in his name, and keep them on until final
acceptance including completion of all punch list items. No final inspection will be conducted without
live electric and running water.
WALLS/CEILINGS: Unless otherwise noted in the write-up remove all sheetrock surfaces throughout
including screws and nails used to secure sheetrock. Remove/demo all soffits and lowered ceilings.
Install new sheetrock and provide knock down texture, throughout. Do not use rounded corners.
WATER CONSERVATION: Toilets shall be 1.28 gallon per flush, showerheads to be 2.0 gpm water
conservation type, and faucets 1.0 gpm low flow aerators.
WATER HEATER: All water heaters shall have a disconnect box installed to the side of the water
heater that is accessible within 65” of the floor and does not require an individual to reach over the water
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heater to pull the disconnect. Water heater is to be installed in a drip pan. If copper pipes are present or
newly installed, provide a hot to cold bond. Pressure relief valve and drip pan shall drain to exterior.
Pressure relief valve shall terminate directly to the exterior and not into the drip pan. Elevate water
heater as necessary to ensure proper drainage of drip pan.
WATER SYSTEM: Water service piping to home shall be 1” type L copper tubing. Interior above
ground piping installations shall be type M copper tubing or PEX tubing. Include all new ¼ turn brass
angle stops, braided metal fixture supply lines, 1” brass ball valve at building water supply, 1”x ¾” tee
with ¾” brass ball valve for future irrigation, two (2) exterior hose faucets (front and back of home) with
vacuum breakers, 3/4 inch brass water heater ball valve (on the cold water side), Braided metal water
supply connectors at water heater, recessed ice maker outlet box, and new washing machine outlet box.
Insulate hot water lines from water heater to all faucets and fixtures. All copper penetrations through
concrete or stucco shall be protected by wrapping the pipe with a minimum 30 mil with 10 mil tape to
extend a minimum of 1’ on either side of the penetration. All joints under concrete including slabs,
patios, and walkways shall be silver soldered. All piping penetrating framing members shall be
protected with safety plates at all locations. Perform an air pressure test or water test all re-plumbs.
Water test to include connection to the city service meter for a minimum of 24 hours before drywall is
installed and continuing through the completion of the project to identify problems when they occur.
Call HCD for inspection before closing walls.
WINDOWS/EGRESS: All windows shall be Energy Star Qualified and meet the National Fenestration
Rating Council (NFRC) requirements. In order to be accessible from the interior of the sleeping room,
the emergency escape and rescue opening cannot be more than 44 inches above the floor. The
measurement is to be taken from the floor to the bottom of the clear opening. Therefore, if window
is installed in block wall, remove one or more extra layers of block from below the 44 inch mark to
ensure proper egress. If window is installed in framed wall, drop opening 4 inches below the 44 inch
mark to ensure proper egress. All horizontal sliding windows shall be at least 4’0” X 4’0” with an
operable panel of 2’0” X 4’0” and all single hung windows shall be at least 3’0” X 5’0” with an operable
panel of 3’0” X 2’6”. All windows shall have grid inserts to match existing if present. Make sure
to include new headers or metal lintels if needed.
WINDOW BLINDS: Blinds shall be 3 1/2” Faux Wood vertical blinds. Blind to be a one-piece unit
covering the entire window, properly trimmed, and have no looped pull strings. Blinds are to be child
safe when it opens, closes, and traverses. Furnish all materials and labor needed to install new blinds.
NOTE: By providing a bid and signing the bid packet for this project, you acknowledge that all
work contained in these specifications will comply with all the general information and general
definitions above, all attachments, as well as all applicable codes. The reference to some code
sections mentioned in these specifications are provided for your convenience only, and do not
constitute the only codes, or code sections that may apply. There may be more standards that may
apply not mentioned above. Make sure to research all applicable codes, guidelines and
requirements before submitting your bid. Contractor shall hold price quote for 90 days.
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It is the responsibility of the general contractor to make sure that all work in these specifications
meet or exceed these written specifications, all applicable local and national codes, and all federal
guidelines, whichever are more stringent. The contractor is responsible for the purchase of all
permits and/or any other related costs and fees and will hold the price quote for 90 days from bid
due date.
If for any reason the attached scope of work deviates from the above set standards, the most
stringent specification shall prevail.

http://mesaaz.gov/residents/housing‐community‐development
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CITY OF MESA

2016‐2017 HOME, CDBG and NSP AMI, INCOME, RENT, SUBSIDY LIMITS
FY 2016‐2017 Income Limits of Dept. of HUD Area Median Maximum Gross Income Limits for the City of Mesa, AZ

Media 1 Person
2 Person
3 Person
4 Person
5 Person
6 Person
7 Person
8 Person
Income Household Household Household Household Household Household Household Household
30%

$13,200

$15,100

$17,000

$18,850

$20,400

$21,900

$23,400

$24,900

50%

$22,050

$25,200

$28,350

$31,450

$34,000

$36,500

$39,000

$41,550

60%

$26,460

$30,240

$34,020

$37,740

$40,800

$43,800

$46,800

$49,860

80%

$35,250

$40,250

$45,300

$50,300

$54,350

$58,350

$62,400

$66,400

Last
Updated:

April 2016

https://www.hudexchange.info/manage-a-program/home-income-limits/

2016 AMI, HOME, CDBG, and NSP Income Limits
Household
Size
1

100% AMI 0% AMI Limit 0% AMI Limit 0% AMI Limit
(Approximate (HOME)
(HOME)
(CDBG)
$44,813
$22,050
$26,460
$35,250

120% AMI
Limit (NSP)
$52,850

2

$51,250

$25,200

$30,240

$40,250

$60,400

3

$57,625

$28,350

$34,020

$45,300

$67,950

4

$64,000

$31,450

$37,740

$50,300

$75,500

5

$69,125

$34,000

$40,800

$54,350

$81,500

6

$74,250

$36,500

$43,800

$58,350

$87,550

Last Updated:

April 2016

https://www.hudexchange.info/manage‐a‐program/home‐income‐limits/ or
https://www.hudexchange.info/resource/3680/nsp‐income‐limits/

http://mesaaz.gov/residents/housing‐community‐development
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2016 HOME & NSP Rent Limits
Efficiency
Low HOME
50% AMI
High HOME
60% AMI

$581

1 BR
$623

2 BR
$747

3 BR
$863

4 BR
$963

$596

$735

$914

$1,129

$1,240

Last Updated:

April 2016

https://www.hudexchange.info/manage-a-program/home-rent-limits/

2015 Section 234 Maximum HOME Per‐Unit Subsidy Limit
Phoenix – Mesa – Glendale, AZ
Bedrooms n 234 Basic (Elevator‐ type)
Limit

HCP of 258%
HCP ME Maximum Per‐Unit
Subsidy Limit

0 BR

$58,378

240%

$140,107.20

1 BR

$66,923

240%

$160,615.20

2 BR

$81,377

240%

195,304.80

3 BR

$105,276

240%

$252,662.40

4+ BR

$115,560

240%

$277,344.00

Last Updated:

November, 2015

https://www.hudexchange.info/resource/2315/home‐per‐unit‐subsidy/

HOME Homeownership Sales Price Limits – FY 2016 (Updated Annually)
Existing Homes

New Construction

$185,000.00

$228,000.00
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2016 – Utility Allowance Schedule/Apartment
Effective January 1, 2016
Allowances for Tenant‐Furnished Utilities and Other Services

Mesa, Arizona

Utility

Service Provider

0 BR

1 BR

2 BR

3 BR

4 BR

5 BR

Heating

Natural Gas – SW Gas
Natural Gas – C.O.M

$ 7
$ 6

$ 8
$ 7

$ 9
$ 8

$ 11
$ 9

$ 12
$ 10

$ 13
$ 11

Electric – SRP

$ 6

$ 7

$ 8

$ 10

$ 11

$ 12

Electric – C.O.M.

$ 7

$ 8

$ 9

$ 11

$ 13

$ 14

Natural Gas – SW Gas

$ 5

$ 5

$ 7

$ 9

$ 11

$ 12

Natural Gas – C.O.M.

$ 5

$ 5

$ 6

$ 8

$ 9

$ 10

Electric – SRP

$ 6

$ 7

$ 8

$ 10

$ 12

$ 13

Electric – C.O.M.

$ 6

$ 7

$ 8

$ 10

$ 12

$ 14

SRP

$ 19

$ 22

$ 30

$ 37

$ 44

$ 51

City of Mesa

$ 20

$ 23

$ 30

$ 38

$ 45

$ 52

Air Conditioning or SRP
EVAP
City of Mesa

$ 15

$ 18

$28

$ 38

$ 48

$58

$ 14

$ 16

$ 26

$ 35

$ 45

$ 54

Water Heating

Natural Gas – SW Gas

$ 12

$ 13

$ 20

$ 24

$ 28

$ 32

Natural Gas – C.O.M.

$ 10

$ 11

$ 17

$ 21

$ 24

$ 28

Electric – SRP

$ 11

$ 13

$ 19

$ 24

$ 28

$ 30

Electric – C.O.M.

$ 12

$ 14

$ 20

$ 25

$ 28

$ 31

Water

$ 29

$ 30

$ 34

$ 39

$ 44

$48

Sewer

$ 19

$ 20

$ 22

$ 28

$ 34

$ 40

Trash Collection

$ 27

$ 27

$ 27

$ 27

$ 27

$ 27

Range/Microwave (If Provided by Tenant)

$ 12

$ 12

$ 12

$ 12

$ 12

$ 12

Refrigerator

$ 13

$ 13

$ 13

$ 13

$ 13

$ 13

Flat Fee Electric (SRP)

$ 21

$ 21

$ 21

$ 21

$ 21

$ 21

Flat Fee Electric (C.O.M.)

$ 9

$ 9

$ 9

$ 9

$ 9

$ 9

Flat Fee Gas (SW Gas)

$ 12

$ 12

$ 12

$ 12

$ 12

$ 12

Flat Fee Gas (C.O.M.)

$ 15

$ 15

$ 15

$ 15

$ 15

$ 15

Cooking

Other Electric
(plug ins, etc.)

(If Provided by Tenant)

UTILITY ALLOWANCE TOTAL:

$

$

$

$

$

Source of Information – The Nelrod Company November 27, 2015
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