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Section: 3.0 UNIFIED FUNDING PROCESS
Sub Section: 3.01 Introduction

The Unified Funding (UF) Process has been adopted by the HTFC and DHCR to
efficiently administer capital programs supporting affordable housing. The UF processisthe
method by which applicants may request full or partial funding and/or seed money from the
HTFC and/or DHCR to undertake housing projects, and by which staff evaluates, recommends
and processes projects for funding.

Through the UF process applicants may apply for funding from a number of
DHCR/HTFC administered programs. However, application content, submission timeframes,
and specific review steps will vary, depending upon the program(s) from which funds are being
requested.

Applications for funds from the following programs will be held until the deadline date
specified in the most recent DHCR/HTFC-issued Notice of Funding Availability (NOFA) (or
NOCA for LIHC) and Request for Proposals (RFP), at which point they will be competitively
reviewed with awards made according to specific timeframes as discussed |ater in this section:

() Low Income Housing Trust Fund Program (HTF);

(i) New Y ork State HOME Program (HOME);

(iii)  Low Income Housing Credit Program (LIHC);

(iv)  Rura Rental Assistance Program (RRAP) (application submitted in conjunction with
an application for HOME or HTF and LIHC); and,

(V) Residential Emergency Servicesto Offer (Home) Repairs to the Elderly (RESTORE).

Asdescribed in Section 3.07 below, applications may be submitted for the following
DHCR programs at any time of the year, with awards being made on an ongoing basis, subject to
funding availability:
@) Housing Development Fund Program (HDF) ;
(i) Homes for Working Families (HWF);
(iii)  New York State Low Income Housing Tax Credit (SLIHC);
(iv)  Urban Initiatives Program (Ul);
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(v) Rural Area Revitalization Projects Program (RARP); and,
(vi)  Small Projects Program (SPP).

However, applications under these programs which propose joint financing with HOME,
HTF, RRAP and/or LIHC are subject to DHCR/HTFC’ s Unified Funding application submission
deadline.

Subject to the availability of funds, additional programs may be made available through
the UF process.

In addition to project funding from the above programs, subject to the availability of
funds, DHCR/HTFC will accept applications at any time of the year for seed money. Seed
money is available to not-for-profit applicants to assess the feasibility of a potential project,
and/or retain professional servicesto assist in applying for capital project funding. Seed money is
available only from the HTF and HOME Programs, and the specific programmatic requirements
pertaining to seed money awards s discussed in the Program Descriptions contained in Section
2.00. The application review and funding process for seed money is described in Section 3.10.

Technical assistance may be requested at any time by not-for-profit applicants who wish
to discuss a project or program that may result in a UF application or a UF project/program that
may require additional assistance. Section 3.09 provides specific details on the various types of
technical assistance which may be provided by DHCR and the process for technical assistance.

Applications submitted to undertake projects under the HTF and HOME Programs
require amore detailed series of reviews than do other applications. Additionally, the volume of
reguests for funds from these programs requires DHCR/HTFC to use a competitive ranking
system for these applications so that feasible and cost effective projects meeting State priorities
are chosen. The application review and funding process for HTF and HOME projectsis
described in Section 3.02 below.

The application review and funding processes for the HDF, LIHC and RRAP Programs
are described in Sections 3.04, 3.05, and 3.06, respectively.
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The application review and funding processes for Ul and RARP are set forth in the latest
addition of HTFC/DHCR'’ s Unified Funding Programs Request for Proposals, which isissued
annually. The application review process for these programs, aswell as SLIHC and SPP, isaso
briefly described in Section 3.07.

In some instances (i.e., demonstration proj ects, response to disaster) some projects may
be funded outside of the UF process if sufficient funds are available from program income or
reappropriated recaptured funds. Thisis discussed in Section 3.11.
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Section: 3.0 UNIFIED FUNDING PROCESS
Sub Section: 3.02 Application Review and Funding Process for HTF and HOME Projects

The application review and funding process described below in Sections 3.02 and 3.03is
that which is followed for applications requesting project funding from the HTF, HOME and
RESTORE Programs only. It consists of the following steps, depending on the outcome of the
various reviews conducted by DHCR/HTFC staff:

() completeness review;

(i) eigibility review;

(iti)  rating and ranking;

(iv)  feasibility review;

(v) project recommendations;

(vi) HTFC Board Approva

(vii) Application Review (AR) Letters;
(viii)  funding commitment;

(ix)  project development meeting; and,
x) devel opment track process.

All Review steps are subject to quality control and supervisory reviews which occur on

an on going basisto arrive at alist of award recommendations.

3.02.01 Completeness Review
Each application undergoes a completeness review by DHCR/HTFC staff to ensure that

all required documents have been completed and submitted. Complete applications will go on to
an Eligibility Review. Incomplete applications are those which are missing required exhibits
and/or attachments, contain incomplete or illegible documents, and/or contain unsigned
certifications. DHCR/HTFC will refrain from requesting any missing item which would affect
the rating of the application, e.g., funding commitment documentation. Applicants will be
notified that their application isincomplete within ten business days of the application
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submission deadline. The Notice of Incomplete Application will itemize all missing, incomplete
and illegible documents.

The applicant has ten business days from the date the incompl ete notification is received
to provide all of the itemized documents to DHCR/HTFC. Only those documents requested in
the Notice will be accepted for review. Any materia submitted by the applicant which was not
requested in the Notice will not be reviewed. Submissions of missing documents which reflect a
change in the scope, location, funding request, funding sources, or other aspect of the original
application will not be accepted. If the applicant fails to supply DHCR/HTFC with any of the
itemized documents within the ten-day period, DHCR/HTFC will not review the application any
further. The applicant will recelve an Application Review Letter from DHCR/HTFC as discussed
in Section 3.02.06 below, stating that the application was incomplete, and not selected for
funding.

3.02.02 Eligibility Review

Applications which pass the compl eteness review are then reviewed for eligibility to

ensure that the proposed project meets al statutory requirements of the program(s) from which
funds are being requested. DHCR/HTFC staff must ensure that the application has demonstrated
the éigibility of the:

(1) applicant/owner;

(i) areain which the proposed project isto be located;

(iii)  proposed use;

(iv)  property; and

(v) proposed occupants.

Applications which fail to meet all programmatic igibility requirements will not be
reviewed further. The applicant will receive an Application Review Letter from DHCR/HTFC,
asdiscussed in Section 3.02.06, stating that the application was not selected for funding and
citing the specific eligibility criterion/criteria which was/were not met.

Applications which are determined to be eligible will go on to the next review stage -
rating and ranking.
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3.02.03 Rating and Ranking
All applications which pass the eligibility review are rated according to the statutory,

regulatory, and policy considerations of the applicable program(s).

HTF and HOME projects are rated according to the general criterialisted in (i) through (v)
below:

M) income served;

(i) subsidy cost;

(iii)  community impact/revitalization

(iv) leveraging;

(V) green building initiative;

(vi)  energy efficiency initiative;

(vii)  personswith special needs;

(viii)  fully accessible and adaptable move-in-ready units;

(ix)  project readiness; and

(x) successful development performance

After al the applications for each Program are rated, they will be ranked in order of
score; those which rate competitively will go on to afeasibility review. Applications that do not
rate competitively will not be reviewed further. The applicant will receive an application review
letter from DHCR/HTFC, as discussed in Section 3.02.06 stating that the application did not
have sufficient scoring priority to be selected for funding.

3.02.04 Feasibility Review

Applications which are in the competitive scoring range will undergo a feasibility review,

in which staff members from the Design Services and Environmental Analysis Units and
Regional Office Underwriting staff) conduct technical assessments on the feasibility of the
project asproposed. Staff from Program Management and the Office of Legal Affairs may also
participate as necessary. Applications must also demonstrate the suitability of the proposed
project site. Project sites must meet the minimum site requirements outlined in Section 5.03 of
this Manual. The Project Manager will assess whether or not the housing that is being devel oped
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is based upon a demonstrated need consistent with the State's or locality's Consolidated Plan.
Additionally, the Project Manager and Design Services Unit Architect may conduct a site visit, if
one was not conducted previously, to assess:

i) the condition of the neighborhood, project site, and existing structures (if applicable);

(i)  theaccuracy of the design documents in reflecting existing site conditions,

(iti)  thesuitability of the site with regard to the proposed occupants, accessibility to

shopping, community facilities, transportation, etc.; and
(iv) stedigibility.

In general, applicants are encouraged to contact a Project Manager or Design Services
Architect prior to starting the application process to schedule a site visit so that each potential
site can be assessed for igibility and suitability.

In addition to assisting with the site assessment, a Design Services Unit Architect will
conduct areview of project drawings; outline specifications; owner/architect agreement; zoning
compliance and environmental compliance. The total development cost and construction cost
estimates will aso be reviewed. (Please refer to the Design Handbook for further discussion on
site requirements).

Environmental Analysis Unit staff members will assist the Design Services staff with the
review of projects with potential environmental impacts.

An Underwriting staff member will review the application for feasibility, with aprimary
focus on: the Market Study; Project Income and Operating Budget; Unit Rents, Maintenance
Fees and Affordability; Development Budget/ Funding Sources; and any exhibits specific to the
useof LIHC.

In some cases, involving complex projects, such as those involving historical
rehabilitation, independent cost estimates will be required. The feasibility review isthe fina
review conducted prior to making funding recommendations to HTFC's Board, or the DHCR
Commissioner, as applicable.
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3.02.05 Project Recommendations
After al reviews have been completed by DHCR/HTFC staff, the DHCR

Commissioner/HTFC Board will make afina selection of applications which will be funded for
each program, based upon the following considerations:
i) the scoring/ranking of all competitive and feasible applications to each program;
i)  the program's statutory requirements, as discussed below;
lii)  the state’s housing goals including but not limited to the preservation of affordable
housing; community renewal; green building technologies and practices; and
collaboration with other government agencies and the devel opment community; and,

iv) theavailability of program funds.

The HOME and HTF Programs both have statutory requirements governing the
distribution of program funds. These are outlined below.
HOME Program applications must be selected according to the following statutory and
policy criteria:
@) first, al applications involving CHDOs will be selected based upon their score, until
the 15 percent CHDO set-aside requirement discussed in Section 2.05.03.B is met;
(i) next all applicationsinvolving non-participating jurisdictions (PJs) will be placed in
rank order (including the CHDO projects not previously chosen) and selected based
on their score, until the minimum 80 percent non-PJ requirement is met (see Sub-
Section 2.05.03.D for adiscussion of this requirement); and
(@iti)  finaly, all remaining projects will be placed in rank order and selected based upon

their scores until program funds have been exhausted.

HTF Program applications must be selected according to the following statutory criteria:
M) no more than 50 percent of the total original appropriation may be awarded to
projects located within any single municipality;
(i) no more than 33 1/3 percent of the funds awarded to projects within a city with a

population of one million or more shall be alocated to private devel opers; and
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(iii)  no more than 33 1/3 percent of the funds awarded to projects outside of citieswith a
population of one million or more shall be allocated to private developers. Preference
in making awards to eligible applicants is given to projects which involve not-for-
profit corporations or their wholly-owned subsidiaries. For limited partnership or
limited liability company applicants, the ownership interest of the not -for-profit or its
wholly-owned subsidiaries must be "at least 50% of the controlling interest" of the
partnership as directed by Article XVII1I of the Private Housing Finance Law.

The development and property management experience of the applicant or their proposed
property manager will be athreshold issue for DHCR/HTFC in making project funding
recommendations and awards. If an applicant is not in compliance with existing state contracts
and has not taken satisfactory steps to remedy such non-compliance, DHCR/HTFC reserve the

right to not award funding to such applicants.

3.02.06 Application Review Letters
Once the application review process has been completed, and funding decisions have

been made, Application Review Letters will be prepared and sent to al applicants within 150
calendar days of the application submission deadline informing them of one of the three
possible review statuses their application has achieved: 1) selected for funding; 2) not selected
for funding; or 3) placed on awaiting list (see note below).

Applications which are incomplete, ineligible, infeasible or non-competitive will not be
selected for funding. The Application Review Letter will cite the specific reason(s) that the
application was not funded, and invite the applicant to meet with the appropriate Regional
Office to review their application.

Applicants with applications which are complete, eligible, competitive and feasible, but
for which there are insufficient funds, may receive an Application Review Letter informing
them that the application has been placed on awaiting list. The waiting list is established so that
funded applications which do not go forward for any reason can be replaced by another
competitive, feasible project. The waiting list will remain in effect until the next request for
proposalsisissued, or until the waiting list is discontinued, at which time a new waiting list will
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be established. It should be noted, however, that awaiting list is not utilized every funding

round and its use i s subject to DHCR’ s determination of the need to use this mechanism.

Applicants whose applications are selected for funding, will receive an Application

Review Letter congratul ating them on their successful proposals, and notifying them that they

will receive a Funding Commitment within approximately 45-60 business days, as discussed in
Section 3.02.07.

3.02.07

Funding Commitment

Within approximately 45-60 business days of the Application Review Letter date, a

Funding Commitment will be issued to successful applicants. The Funding Commitment

describes the project, as well as defines the relationship between the State and the applicant. It

will set forth the following specifics on project scope:

(i)

(ii)
(iii)
(iv)
(v)

(vi)
(vii)
(viii)
(ix)

(xi)
(xii)
(xiii)

the number and configuration of unitsin the project and information about the project
owner;

project rents, housing expenses and household income ranges;

populations to be served;

operating cost and project financing assumptions;

critical timeframes for project development, including deadline for construction start
and marketing, management, fair housing and environmental submissions.

cost overrun guarantee from applicants expecting to receive LIHC;

marketing and management plan requirements,

documentation required to complete the environmental review;

Office of Fair Housing and Equal Opportunity Minority and Women-Owned Business
Participation goals for the project;

persons of specia needs requirements, if applicable;

closing requirements;

HOME project Federal requirements; and

Community Housing Devel opment Organization (CHDO) Requirement, if applicable.
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The terms of the Funding Commitment will provide for the delivery of the proposed
housing product. Where an applicant is unwilling or unable to comply with terms of the Funding
Commitment, funds for the project will be terminated, unlessit isin the State's best interest to
continue.

Applicants will be given 30 days from receipt of letter to review the Funding
Commitment, and return it signed by one of the applicant’s principals. The signature and return
of the Funding Commitment by the applicant will indicate the acceptance of all terms and
conditions set forth therein. Upon DHCR/HTFC's receipt of the executed Funding Commitment,
aproject development meeting may be scheduled for members of the applicant's project
development team and DHCR/HTFC staff to discuss the project.

Applicants are expected to comply with the terms of the executed Funding Commitment;
failure to comply with such termsislikely to result in its termination. In general, DHCR/HTFC
isreluctant to consider changes to the terms of the Funding Commitment once it has been issued.
Requests for nominal or de minimis changesin rents, or operating and devel opment costs
specified in the Funding Commitment can be considered. Any change in tenancy, ownership,
use, amount of DHCR/HTFC financing or changes in project timetables are considered
significant revisions. Any significant revisions to conditions set forth in the Funding
Commitment must be evaluated by staff, who will make recommendations for either project
termination or approval of project revisions with supporting rationale. This reevaluation will
ensure that no other alternatives to the requested changes(s) exist, and that the project would
have scored highly enough to merit funding given the change in project scope. DHCR/HTFC
will not approve changes in a Funding Commitment which affect the project's competitiveness or
in other ways would affect the outcome of the funding competition. HTFC Board approval will
be required for any significant change in project scope, or aten percent or more changein
HOME/HTFC funding.

3.02.08 Project Development Meeting
The Project Development Meeting is held to review the terms of the Funding

Commitment agreed to by the applicant. All issues, requirements and submissions related to the
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project's economics, design, and ownership will be discussed, as will the roles and
responsibilities of the various project participants.

The Project Development Meeting will aso include areview with the applicant's team of
the various technical reviews, processes and timetables for the particular Development Track
that the project will follow. There are three Development Tracks, each of which involves
different levels of review and DHCR/HTFC involvement, based upon the project's
characteristics. The processes for Development Tracks One, Two and Three are discussed bel ow
in Sections 3.02.9 through 3.02.11. Applicants must designate one person to be the primary
contact and coordinator for the project.

If the Project Development Meeting turns up issues that cannot be resolved, or if the
applicant can no longer adhere to the terms agreed to in the Funding Commitment, the State
expects to terminate its commitment to the project. Applicants whose projects are terminated

would be ableto apply in future funding rounds without prejudice.

3.02.09 Development Track One Process (HTF/HOME Permanent L oan Takeout)

Development Track Oneisfor projects involving HTF or HOME which require
permanent take-out financing only. Thistrack is generally followed by applicants who have
their own devel opment team in place, and have pre-selected a general contractor. Projects will
require regular contact with the Design Services Unit and occasional oversight by OCD project
staff.

For projects following this Development Track, a complete and through review of
construction drawings and fina cost estimates and environmental review will be conducted
prior to the loan closing with the construction lender, to ensure that they meet the design
requirements of DHCR and the HTFC. Applicant will be required to submit changes to
approved documents for review and approval prior to implementation. In addition the HTFC
SEQRA review as described in Section 5.02 must be completed prior to the closing on the HTF
or HOME financing.

At the time of construction loan closing the project manager will be responsible for

collecting any documentation required for the second LIHC underwriting, or if necessary,
documentation for the project to secure abinding agreement of LIHC if required for the closing.
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The OCD Technical Services Unit isresponsible for reviewing this material and providing
information to Program Management for the preparation of the binding agreement.

The next contact with DHCR/HTFC will be approximately 90 days prior to project rent-
up, when the applicant and/or owner meet with staff from the Asset Management Unit of the
office of Housing Management at a Rent-Up Conference. The purpose of this meeting isto
review any statutory and/or regulatory requirements regarding rent-up, tenant selection, and
occupancy requirements of the project.

The permanent loan closing will occur upon satisfactory completion of the project in
accordance with the terms and conditions set forth in the Funding Commitment. It isthe
responsibility of the owner to satisfy DHCR/HTFC' s determination of satisfactory completion of
the project. Cost certification requirements, as well as other close-out requirements are discussed
in Section 6.00 of thisManual. If construction or permanent lenders are providing project
financing, the submission of an intercreditor agreement will be incorporated as a requirement in
the DHCR/HTFC Funding Commitment.

3.02.10 Development Track Two Process (HTF/HOME Construction Loan)
This processis followed by projectsinvolving LIHC, which require HOME/HTF

construction financing. Sponsors of these projects will be required to cover any increasesin total
project costs above the amount recognized in the funding commitment letter. The contractor will
have to guarantee a fixed price for construction. In addition to the requirements identified in the
Funding Commitment, Development Track Two project sponsors must submit final plans and
specifications, aswell as al contract documents listed in Section 3.03 of the Design Handbook
prior to a construction loan closing. The project manager is responsible for receiving the

construction documents and forwarding to the following units for their review and approval:

. Design Services

. Underwriting

. Environmental Analysis
. OLA

. Office of Fair Housing

. Persons with special needs
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Upon receiving approval of the documents from all units the project manager and the
OLA attorney assigned to the project can schedul e the construction loan closing.

Asdiscussed in Section 3.02.09 above, the applicant/owner will be required to attend a
Rent-Up Conference. Upon completion of construction, a cost certification will be required.
HTFC does not provide construction financing through the HOME Program. HOME funds are
utilized for permanent financing only. Applicants requiring HOME funds for construction should
smultaneously submit arequest for a Housing Development Fund loan in amount equal to the
HOME construction financing need, as part of their application for HOME permanent financing.

3.02.11 Development Track Three Process (HTF Predevel opment L oan)
Not-for-profit applicants which state in their application that they are seeking

predevel opment funds for their project, and which do not involve a LIHC-funded developer's fee,
may follow this process.

Predevel opment funds may be requested by the applicant after they have received a
Funding Commitment, provided that all programmeatic eligibility requirements are met and only
those expenses required to ready a project for a construction closing are requested (See Section
2.00 Program Descriptions for information on predevelopment requirements for the applicable
program). DHCR/HTFC may conduct elective reviews on projects seeking predevel opment
funds.

A bid document submission is required for Development Track Three projects, unless
they have received DHCR/HTFC approval of the project builder, and do not intend to bid the
project. The bid document review consists of an examination of all construction-related materials
included in the list of submission requirements outlined in the Design Handbook, as well as any
bid documents listed in the Funding Commitment.

Upon its approval of final plans and specifications and cost estimates, and completion of
environmental review, DHCR/HTFC will execute a construction loan agreement and other
closing documents with the applicant. The Rent-Up Conference described in Section 3.02.09
aboveisrequired no later than 90 days prior to project rent-up. A cost certification and other
close-out documentation as outlined in Section 6.00 are also required for Development Track

Three projects.
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Section: 3.0 UNIFIED FUNDING PROCESS
Sub Section: 3.03 Application Review and Funding Process for HOME and RESTORE
Programs

HOME and RESTORE Local Program applications undergo the following reviews as
discussed in Section 3.02:
i) compl eteness review (Section 3.02.01);
(i)  eigibility review (Section 3.02.02); and,
(iti)  rating and ranking (Section 3.02.03).

Feasibility reviews are not conducted on Local Program applications.

Local Program applications are selected in the manner described in Section 3.02.06, and
receive Application Review Letters as described in Section 3.02.07. The Application Review
L etter issued to successful program applicants may request revisions to the applicant's
submission as a precondition to the issuance of a Program Agreement.

Project Implementation Meetings may be held with funded Local Program applicants to
discuss contract requirements and other matters.

DHCR/HTFC will execute LPA Contracts upon satisfaction of all requirements set forth
in the Application Review Letter.
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Section: 3.0 UNIFIED FUNDING PROCESS
Sub Section: 3.04 Application Review and Funding Process for HDF Program

The HDF Program utilizes the Unified Funding capital project application to accept and
evaluate requests for program assistance. Applications are reviewed for completeness, and any
missing or incompl ete documents must be submitted prior to undergoing an eigibility review.
HDF applications are subject to the same digibility review asis set forth in Section 3.02.02,
except that they have the additional criterion that commitments from other funding sources must
exist that will enable the project to be completed as proposed, and will assure repayment of the
HDF loan.

Eligible HDF applications are rated based upon the following criteria:

M) project readiness,

(i) development team capacity;
(iii)  cost effectiveness; and,

(iv)  need and affordability.

HDF applications are reviewed for feasibility, with more detailed reviews occurring if
DHCR is acting as the project's lead agency.

A contract will be issued to funded HDF applicants. Upon satisfaction of al requirements
set forth in the contract transmittal letter, DHCR will execute aHDF Regulatory and Loan

Agreement and any necessary security instruments with the applicant.
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Section: 3.0 UNIFIED FUNDING PROCESS
Sub Section: 3.05 Application Review and Funding Process for LIHC and SLIHC Programs

Applications for the federal Low-Income Housing Credit Program (LIHC) and the New
York State Low Income Housing Credit Tax Program (SLIHC) will be evaluated for
completeness, program eligibility, feasibility and the extent to which the applicant meets the
threshold and selection criteria contained in DHCR’ s Low-Income Qualified Allocation Plan
(QAP) and, for SLIHC projects, the scoring criteria set forth in the SLIHC Regulation.

In addition, applicants should refer to Sec. 42 of the Internal Revenue Code and Section
2.04 for LIHC and Article 2-A of the New Y ork State Public Housing Law and Section 2.08 for
SLIHC. (Additionally, the application review process for SLIHC is further elaborated upon in
Section 3.05.)

These documents are available on DHCR's website: http://www.nysdhcr.gov
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Section: 3.0 UNIFIED FUNDING PROCESS
Sub Section: 3.06 Application Review and Funding Process for Rural Rental Assistance
Program (RRAP)

Generdly, projects which have received Rura Rental Assistance Program (RRAP)
awardsin recent years have been funded under a Leveraged Loan Rural Housing Initiative
through which an applicant receives an award of HOME or HTF funds from HTFC and LIHC
from DHCR through the UF Process, and aloan from the USDA Rural Devel opment Office.
USDA also provides rental assistance for some units. Therefore, applications seeking RRAP are
currently reviewed pursuant to the parameters for HOME or HTF and LIHC.

When the project has begun construction, the applicant submits the following documents
to DHCR, together with arequest for a RRAP contract package:

() the project'sfirst year operating budget;

(i)  thename and address of the project's managing agent, as well as the name and
address of the entity to whom the subsidy checks should be mailed;

(iii)  or elderly projects, evidence of municipa real estate tax abatement;

(iv)  aPartnership Agreement or a Board resolution authorizing the corporation to enter
into arental assistance contract with the State, whichever is applicable; and,

(v) the New Y ork State Department of State charitable organization registration number,
if the applicant is anon-profit organization.

DHCR will forward the contract package to the owner when all of the applicable items
listed above have been received and approved. The contract will be executed upon verification
that construction has been completed in accordance with the plans and specifications approved
by the USDA Rural Development Office, and when all other requirements established by the
RRAP contract transmittal |etter are met.
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Section: 3.0 UNIFIED FUNDING PROCESS
Sub Section: 3.07 Application Review and Funding Process for Applications Accepted

Under Open Window (Currently Under Review/Pending Revision)

As noted in Section 3.01, DHCR/HTFC provides an open window for the receipt of
applications under Ul, RARP, SLIHC, SPP and HWF. Applications requesting financing under
these programs are accepted continuously throughout the calendar year, subject to funding
availability.

In addition, DHCR provides an open window for receipt of applications for projects
financed by tax-exempt bonds subject to the State’ s Private Activity Bond Volume Cap which
are seeking 4% LIHC pursuant to Section 2040.4 of the QAP. Since the LIHC allocated for these
projects is not subject to the State's Credit Allocation Ceiling, there is no issue regarding the
availability of tax credits. Prospective 4% Credit applicants are advised to review Section
2.04.05 above for additional information and the current timeframe for DHCR's continued
acceptance of new 4% Credit project applications pursuant to the QAP.

The application review process for applications submitted for these programs generally
follows the guidelines for Unified Funding Applications. That is, DHCR/HTFC’ s review consists
of the following:

(1) completeness review;
(i) eigibility review;
(ili)  competitive scoring*; and,
(iv)  design and underwriting feasibility reviews.
*Note: HWF applications are subject to a Technical Assessment rather than a competitive

scoring review; 4% LIHC applications are not competitive and, therefore, not subject to scoring.

DHCR/HTFC will notify applicants under these programs of the outcome of these
reviews and a determination of whether the project will receive a funding award/reservation no
later than 60 days after receipt of a complete application.

If an application isinitially deemed incomplete, DHCR/HTFC will suspend processing of
the application and the applicant will have initialy 10 days from receipt of a Notice of
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Incomplete Application and no more than 60 days from DHCR/HTFC' s receipt of theinitia
application to satisfactorily respond to the notice and submit the incompl ete application items.
DHCR/HTFC will not conduct further reviews of any application which remains incomplete
after thistime period; the applicant will be required to submit a new application. (It should be
noted, however, that applicants under SLIHC, 4% LIHC and/or HWF with incomplete
applications will not be required to submit anew tax credit application fee with the new

application submission).
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Section: 3.0 UNIFIED FUNDING PROCESS
Sub Section: 3.08 Application Review and Funding Process for HWF Program

Applications for the Homes for Working Families Program (HWF) that meet
completeness and dligibility review criteria, as described in Section 3.02, are then subject to a
technical evaluation (rather than a competitive scoring review). The technical evaluation is
based on the same parameters as the LIHC/HTFC scoring criteria, which includes an assessment
of the following factors:

I Community Impact/Revitalization;

Ii. Financial Leveraging;

iii. Sponsor Characteristics

Iv. Green Building;

V. Long Term Affordability;

Vi. Fully Accessible and Adapted, Move-In Ready Units;
vii.  Affordability;

viii.  Individuaswith Children;

IX. Energy Efficiency;

X. Marketing Plan/Public Assistance;

Xi. Project Readiness;

xii.  Personswith Special Needs,

xiii.  Participation of Local Non-Profit Organizations;
xiv.  Mixed Income; and,

Xi. Project Amenities.
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Section: 3.0 UNIFIED FUNDING PROCESS
Sub Section: 3.09 Application Review and Funding Process for Technical Assistance

Technical Assistance may be requested at any time from the DHCR regional office
serving the areain which the applicant is considering a project, or a UF application may be used
by applicants who have a project or site in mind that they wish to develop with funding
assistance from DHCR/HTFC but who require assistance to pull the project together. Requests
for technical assistance may be submitted at any time of the year.

Technical Assistance may include, but is not limited to, the following:

i) guidance on DHCR/HTFC program requirements and policies, asthey pertainto a
specific project;

(i) assistance in determining the most appropriate funding sources for the proposed
proj ect;

(ili)  assistance in establishing a Housing Devel opment Fund Company for a specific
project;

(iv) assistance in formulating development and/or operating budgets for a specific
project;

(v) assistance with reviewing and selecting a site or sites for a specific project;

(vi)  assistancein assessing the cost effectiveness of a specific site or building;

(vii) referralsto other governmenta agencies for funding and/or support servicesfor a
specific project;

(viii) referralsto other applicants who have successfully undertaken projects similar to the
one proposed; and,

(ix)  assistance through DHCR/HTFC Development Technica Assistance contracts.

DHCR/HTFC will schedule a project assessment meeting with the applicant after review
of the technical assistance application. Representatives of agency technical units may attend the
meeting, depending on the nature of the request.

In some instances, DHCR'SYHTFC's ability to provide technical assistance may be limited
by lack of staff and/or resources. Priority will be given to not-for-profit applicants.




Office of Community Development

Capital Programs Manual
Page 23 of 32

Section: 3.0 UNIFIED FUNDING PROCESS
Sub Section: 3.10 Application Review and Funding Process for Seed Money Projects

Seed Money is available from the HTF and HOME Programs to not-for-profit applicants
with a full-time staff which have been operating for at least one year prior to application.
Applicants for HOME seed money must be an established New Y ork State certified Community
Housing Development Organization (CHDO). Eligibility requirements for CHDO' s are outlined
in Section 2.05.03B. HTF and HOME dligibility requirements are discussed in detail under the
Program Descriptions contained in Sections 2.01 and 2.05, respectively. Seed Money
applications may be submitted at any time of the year, and will be funded on an ongoing basis,
subject to funding availability. HOME seed money awards are made as loans and repayment may
be waived if it is determined that the project isinfeasible or if there are impediments to project
development which are determined to be beyond the CHDO' s control. Seed money awards from
HTF are made as grants and therefore no repayment is required.

Seed Money applications must undergo an eligibility review to demonstrate that:

@) the applicant meets all eigibility requirements of the applicable program;

(i)  asite has beenidentified for which site control has been, or may be obtained;

(iii)  the population to be served by the proposed project has been identified,;

(iv)  the approximate number of units to be assisted has been determined;

(v) the project is eligible for permanent funds from an identified funding source, and the
funds are likely to be available from such source; and

(vi)  the proposed project demonstrates alikelihood to meet rating criteria.

Seed Money applications are reviewed in a manner which is similar to the process
outlined in Section 3.02. An abbreviated project rating system is employed to assist in the
selection of seed money projects meeting HTFC's priorities. Regiona offices may recommend an
award of seed money for complete eligible and competitive applications which appear to be
feasible. The HTFC Board makes the fina determination on seed money awards. If the
application is selected for funding, HTFC will send the applicant an Application Review Letter
specifying any required documents which must be submitted in order to complete execution of a
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Seed Money Agreement. Within 45 business days of HTFC's receipt and approval of all such
required documents HTFC will notify the applicant of approval aong with any conditions. The
Seed Money Agreement will establish the amount and uses of the Seed Money Award, aswell as
the timeframes for the applicant to perform specific functions and/or deliver specific products.
Should the applicant later submit a successful application for full project funding from the

HOME program, or receive funding from another government agency, the HOME Seed Money
Award will be incorporated into the project's permanent financing (e.g., HOME Award Amount:
$1,045,000 includes a previously provided $45,000 seed money award and a full project funding
award of $1,000,000). Since HTF seed awards are made as grants, the HTF seed money will not
be incorporated into the permanent financing. Receipt of a seed money award should not be
construed as a commitment from HTFC to provide further funding for the project. In addition, no
priority for full project funding is given to projects that have received seed money awards.

In some instances, seed money may be awarded in lieu of full project funding if a
determination is made that the seed money would assist the applicant in developing a more
feasible project. HTFC will determine which program will provide the seed money based on
eigibility requirements and funding availability.
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Section: 3.0 UNIFIED FUNDING PROCESS
Sub Section: 3.11 Reallocated Fund Process

DHCR/HTFC may provide funds to projects in a manner which differs from the UF
Application Process described above. There are two instances when this may occur, including:
M) money may be recovered from the Program's current fiscal year appropriation, and
reallocated to project(s) on the Program’'s waiting list (as described in Section 3.02.06
above); and
(i)  funds other than those described in (i) above may become available to fund projects,
chosen at the discretion of the DHCR Commissioner, or the HTFC Board.

In general, these funds will only be made available to:
(1) projects which provide disaster relief; or
(i)  demonstration projects which address publicly announced priorities.

Projects which are funded through the reallocated funds process will receive a Funding
Commitment as described in Section 3.02.07, and will follow the review and funding process

described in Section 3.02 above.
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Section: 3.0 UNIFIED FUNDING PROCESS
Sub Section: 3.12 Funding Increase Under DHCR/HTFC Programs (Currently Under
Review/Pending Revision)

3.12.01 Introduction

DHCR/HTFC will, in general, not approve any requests for funding increasesin an
amount above the project reservation or award amount due to costs that were not in the original
development budget. DHCR expects that such cost increases will be funded through completion
guarantees, contingency funds, devel oper’ s fees and/or builder’s profit. To the greatest extent
possible, project architects and/or engineers should review proposed changes to ensure maximum
cost efficiency have been obtained with all design changes. Additionally, improved terms by
banks, syndicators and builders should also be considered.

DHCR/HTFC may consider requests for additional funding above the amount awarded
due to unusual circumstances such as acts of God; changes in the | aws applicable to low-income
housing programs, changes in building codes, changes in local ordinances or regulations or other
circumstances that could not have been foreseen by the Owner/Sponsor.

In the event there are circumstances that would justify additional funding, DHCR/HTFC
will only increase its funding when the economic viability of the project isin jeopardy and when
all the budgeted resources identified above have been exhausted.

Such arequest for additional funding by the Owner/Sponsor shall be subject to a
rescoring of the application by the DHCR/HTFC to ensure that it would not have affected the
project’ s status in the relevant funding round. When appropriate, any additional funding will also
be subject to HTFC approval. DHCR/HTFC may consider other factors including, but not
limited to: availability of funds, the timing of requests, assessment of responsibility for cost
increases, minimizing increases, cost sharing and identity of interest between the devel oper and
builder. Any increases granted shall conform to the terms of the DHCR Qualified Allocation
Plan (“QAP’) and the Capital Programs Manual.
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3.12.02 Evaluation Milestones
Applicable laws require that DHCR underwrite each LIHC project three times: prior to

issuing a credit reservation, at carryover/binding agreement and at the time of submission for
IRS Form 8609. In order to enhance Agency efficiency and to eliminate redundant procedures,
all requests for additional funding should, within the limitations provided below, be coordinated
with one of the three milestone underwrites. DHCR/HTFC will not entertain more than one
request for additional funding for any one project unless there is ademonstrable error by the
Agency. Requestsfor additional funding can be made in coordination with each of the
aforementioned three milestones pursuant to the following guidelines:

1 Prior to accepting a LIHC reservation —all Owner/Sponsors that are offered a
reservation by the Agency have a minimum of 45 days within which to accept the
offer. Within 10 days of receipt of the reservation letter, if the Owner/Sponsor
should have any issues with the DHCR recommended funding level, arevised
underwriting will be considered by the Agency upon written request. The
Owner/Sponsor must demonstrate to DHCR, in writing, that the Agency
misinterpreted information in the application.

2. Prior to requesting a carryover/binding agreement — request for additional funding
should be made no more than 45 days and no less than 30 days prior to
carryover/binding agreement.

3. At the time of submission for IRS Form 8609 — DHCR will not accept requests
for additional funding during the time period between carryover allocation and
submission for IRS Form 8609 unless DHCR determines that emergency remedial
action isrequired. At the time of the IRS 8609 submission, DHCR will only
consider for additional funding those additional costs that resulted from events

that were completely beyond the control of the Owner/Sponsor.

3.12.03 Underwriting Parameters
DHCR underwriters will employ a highly disciplined review of all requests for additional

funding. The following methodol ogy will be followed:
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The underwriter, in conjunction with the DHCR architect, if applicable, will make
recommendations to the Assistant Commissioner for Technical Servicesasto
whether the additional expenses that were incurred were deemed necessary to the
project and whether total project costs and the additional project costs are
reasonable based on Agency experience with similar projects. Costs not deemed
essential to the project will be required to be paid for by the Owner/Sponsor and
will not be considered eligible for additional funding.

DHCR staff, including the underwriter, architect, if applicable, and project
manager will make recommendations to the Assistant Commissioner for
Technical Serves asto whether cost increases for items deemed necessary for the
project resulted from events that were within or beyond the control of the

Owner/Sponsor using the categories below as a guide.

Category A —Increases in costs originating with DHCR/HTFC such as.

@
(b)
(©

(d)

issues which my arise from staff interpretation of applications;

changes in plans and specifications that were requested by DHCR, and/or;

changesin prevailing wage rates arising from a decision by DHCR/HTFC to award
funding under a program not applied for by the Owner/Sponsor;

changes mandated by revisions in the applicable building codes, regulations, and laws
governing the construction of housing.

Category B — Increases in costs that were beyond the exclusive control of the Owner/Sponsor

such as;

@
(b)
(©
(d)
(€)
(f)

changes in plans and specifications required in connection with local approval;
municipal impact fees,

change in prevailing wage rates,

compliance with SHPO that could not have been foreseen by the Owner/Sponsor;
acts of God (flood, earthquake) and/or;

change in financing caused by changes or other factors beyond the Owner/Sponsor’s

control (i.e. changein prime rate or bank failure); and/or,
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Category C — Cost increase issues that were within the control of the Owner/Sponsor such as:

@ refinement or amendment of plans and specifications;

(b) updated development cost line items;

(c) addressing environmental issues that were known or should have been known by the
developer;

(d) addressing site conditions that were known or should have been known by the
developer;

(e increases in costs due to work stoppage resulting from actions or inaction by the
Owner/Sponsor;

()] replacement of financing previously committed;

(9) required increases in operating reserves to compensate for 1oss of operating subsidies
(could be Category B depending on circumstances) and/or,

(h) required increases in replacement reserves to cover inadequate warranties.

3.12.04 Methodologies for Determining Cost Sharing
1. Funding increases will be treated based on the appropriate categories as described in

Section 111 in the following manner:

Category A —DHCR/HTFC will generaly alow for additional funding, if appropriate, without

requiring the Owner/Sponsor to increase deferred devel oper fees.

Category B — DHCR/HTFC will utilize cost sharing techniques to alocate responsibility for any
additional costs as follows:

@ any developer feesin excess of 10% of total development cost, as defined in the
commitment letter, will first be contributed back to the project by the Owner/Sponsor
to pay for cost increases. Any additiona cost increases will be paid for by equal cost
sharing (50/50) between DHCR/HTFC through additional funding by DHCR/HTFC
and by the Owner/Sponsor through deferred devel oper fees or other contributions.
However, DHCR/HTFC may elect to require the Owner/Sponsor to pay alarger share
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of any cost increase that the Agency determined could have been mitigated by the
Owner/Sponsor.

Category C— DHCR will utilize cost sharing techniques to allocate responsibility for any
additional costs as follows:

@ any developer feesin excess of 10% of total development costs, as defined in the
original award, will first be contributed back to the project by the Owner/Sponsor to
pay for cost increases.

(b) any additional cost increases will be paid for by cost sharing between DHCR/HTFC
and the Owner/Sponsor. DHCR/HTFC may contribute up to 20% of such costs as
determined by the Agency through additional allocations and the balance of all cost
increases shall be paid for by the Owner/Sponsor.

2. For purposes of additional allocations, DHCR/HTFC may, in itsdiscretion, make such
allocations through LIHC, HOME, and/or HTF awards, or by permitting rent increases as
it deems appropriate.

3. DHCR/HTFC may, in its discretion, consider additional underwriting solutionsin order

to efficiently facilitate project completion.

3.12.05 Process for Requesting Additional Allocations
1. The Owner/Sponsor will make aformal written request to the project manager.

The request shall include:
. Origina Exhibits (Devel opment Budget, Rent Plan, Affordability Plan, Operating
Budget, proposed amended Exhibits.
. Chart indicating items that changed, original cost, actual cost, changein cost and
aconcise narrative explaining the reason for each change.
. For any cost increases resulting from events driven by forces outside the
Owner/Sponsor’s control, clear documentation demonstrating the need for the

change (i.e. letter from local zoning official, request from financing entity).
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For standalone tax credit projects that have not undergone design review by
DHCR/HTFC, additional documents may be required.

Based on the Owner/Sponsor’ s request for additional funding, the project
manager will determine the impact that such additional funding would have had
on project scoring. In the event that the project would not have been funded as a
result of modified scoring, no further action will be required by DHCR/HTFC and
the Owner/Sponsor will be notified accordingly. However, if the project remains
eligible for funding, scoringwill be reviewed a second time based on the outcome
of the modified underwriting.

The project manager shall forward the request and supporting documentsto the
Assistant Director of Community Development, Underwriter and Architect, if
applicable, for review. The underwriter and architect, if applicable, will review
and each will make recommendations to the Assistant Commissioner. DHCR will
only make additional allocations after a determination has been made by the
project architect and/or engineer that the increase in project costs reflects actual
value added to the project.

The Assistant Commissioner for Technical Services shall advise the Deputy
Commissioner for Community Development, Assistant Commissioner for
Program Management, project manager and relevant program directors and
managers of any determinations.

If the request for an increase is denied, the Regional Office will notify the
Owner/Sponsor and al other involved parties of the action. If the request is
approved, Program Management will prepare the revised exhibits with input, as

necessary, from Design and Underwriting.
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Section: 3.0 UNIFIED FUNDING PROCESS

Sub Section: 3.13  Assignment and Transfer of Awards and Commitments

Funding awards or commitments may be transferred or assigned from one digible
applicant to another eligible applicant if the following conditions pertain:
1) the applicant to which the funding award or commitment isto be
transferred can satisfy the criteriafor eligible applicants established by
HTFC;
2) the applicant to which the funding award or commitment isto be
transferred can satisfy the operational standards established by HTFC; and
3) the applicant to which the funding award or commitment isto be
transferred will be:
(A)  operated by substantially the same staff or staff with expertise
equivalent to the staff of the original applicant; or
(B) governed by substantially the same board as the original applicant;
or
© anew entity that was formed to satisfy the requirements of other
federal, state or local regulations and can demonstrate that it has,
or will hire, the needed expertise to successfully complete and

operate the project.

All transfers or assignments must be pre-approved by HTFC. No transfer or assignment
can occur unless it is demonstrated that the new applicant has sufficient development and
management experience. If a project is transferred to homesteaders or a self-managed
cooperative or condominium association, HTFC will require that regulatory monitoring

responsibilities remain with the original applicant.




