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CITY OF BRYAN

 COMMUNITY DEVELOPMENT SERVICES DEPARTMENT
HOME INVESTMENT PARTNERSHIPS PROGRAM

CHDO CERTIFICATION REQUIREMENTS
DOCUMENTATION REQUIRED:

1. A copy of your organization’s Charter.

2. A copy of you organization’s By-Laws.

3. A copy of your organization’s Articles of Incorporation.

4. If not stated in your organization’s By-Laws, a copy of the Resolution (or written statement of operating procedures approved by your governing body) outlining the formal process which allows low income residents and program beneficiaries to advise your organization on relevant decisions concerning the siting, development, and management of all HOME-assisted affordable housing projects.

5. A 501 (c) designation form from the IRS.  The HOME requirements for a 501 (c) designation can be fulfilled by having either a conditional or a final 501 (c) designation.  Submission of documentation that an application for 501 (c) status is pending will not suffice to fill this requirement.

6. A list comprised of each board member’s name, home address, occupation, and place of employment.  For each board member, please certify if the member is a resident of a low-income community, a low-income resident of the community, and/or an elected representative of a low-income neighborhood organization.  Also, please indicate if the member is a representative of the public sector.

7. A notarized statement by your organization’s president or chief financial officer or by a certified public accountant that your organization’s financial system conforms to the financial accountability standards of 24 CFR 84.21, “Standards for Financial Management Systems”.

8. Resumes or statements describing the experience of key staff members who have successfully completed projects similar to those to be assisted with HOME funds, OR

Contracts with consulting firms or individuals who have successfully completed projects similar to those to be assisted with HOME funds, to train appropriate key-staff of your organization.

9.
A statement documenting your organization has at least one year of experience in serving the community, OR

For newly created organizations formed by local churches, service or community organizations,  a  statement documenting that your parent organization has at least one year of experience in serving the community.

10.
A map defining the geographic boundaries of your service area.  

CHDO QUALIFYING CRITERIA

The following pages describe the primary criteria that must be met in order to qualify as a CHDO.

CHDOs must be:

· Not-for-profit corporations

· In service to specific communities (or neighborhoods)

· Capable of engaging in the development of affordable housing

A. CHDOs ARE NOT-FOR-PROFIT 501 (c) CORPORATIONS

No Individual Benefits:  No part of the earnings (profits) may benefit any members, founders, contributors or individuals.

Purpose of Organization:  Provision of decent housing that is affordable to low and moderate income persons must be among the purposes of the organization.  This commitment must be evidenced in the CHDO’s:

· Charter

· Articles of incorporation

· By-laws, or

· Resolutions of the CHDO’s Board of Directors.

Clearly Defined Service Area:  A CHDO should have a clearly defined geographic service area.

· CHDOs do not need to represent a single neighborhood.

· CHDOs may include in their service area an entire community (i.e., a city, town, village, county or multi-county area, but not the whole state) as long as they meet other CHDO requirements.

· Non-profits serving special populations must also define the geographic boundaries of their service area in order to qualify as CHDOs.

501 (c) Status:  CHDOs must have received a tax-exempt ruling from the IRS under Section 501 (c) of the Internal Revenue Codes of 1966 in order to be designated by the PJ as a CHDO.

· There are many incorporation options under Section 501 (c), depending on the type and purpose of the organization seeking the designation for tax-exemption.

· The two 501 (c) options most commonly considered by housing development organizations are:

1. 501 (c)(3) Status – a charitable, not-for-profit corporation

2. 501 (c)(4) Status – a community or civic organization

Section 501 (c) (3) Status:

· This is the non-profit status most sought by non-profit housing development organizations because contributions to an organization with 501 (c) (3) status are an eligible tax deduction for the donor.

· 501 (c) (3) organizations operate under the following restrictions.

· Must be organized for religious, charitable, scientific, literary, educational, testing for public safety, or prevention of cruelty to animals purposes.

· None of the net earnings may benefit private individuals.

· No substantial part of the activities may be devoted to lobbying (influencing legislation) and the organization may not participate or intervene in political campaigns on behalf of candidates.

· Group must be organized, in its articles of incorporation for charitable and/or educational purposes.

· The nonprofit must operate as a charitable or educational organization, which includes such purposes as:

· relief of the poor

· lessening burdens of government

· lessening community tensions

· eliminating prejudice

· defending human and civil rights

· promotion of social welfare

· Conditional Designation:  The IRS will usually grant new applicants a conditional designation of 501 (c) (3) status, valid for a specified period of time (usually 3 years).

· During that period of time, the organizations may operate legally as 501 (c) (3) organizations with all benefits pursuant to that designation, while the IRS monitors its operations.

· Assuming they operate in compliance with applicable regulations during this period the IRS will grant them final 501(c) designation.

· The HOME requirement for a 501(c) designation can be fulfilled by having either a conditional or a final designation from the IRS.

· Submission of documentation that an application for 501(c) status is pending at the IRS will not suffice to fulfill this requirement.

· The IRS Publication “Tax Exempt Status for Your Organization” at Appendix 6 provides additional guidance.
B.  CHDOs ARE IN SERVICE TO LOW-INCOME COMMUNITIES
· The CHDO is intended to respond to a particular community’s needs.  This is measured by:

· Community representation on the Board of Directors.

· Avoidance of external control on the Board by the public sector or a for-profit firm.

· Experience in the community (or neighborhood) to be served.

· BOARD OF DIRECTORS:  The structure of the Board of directors of a CHDO is viewed as the main indicator of community control over the CHDO.

· A CHDO board must balance strict requirements for:

· minimum community representation on the board 

WITH

· maximum limits on representation from the public and private sectors.

· BOARD COMPOSITION:  A minimum of 1/3 of the board must consist of representatives of the community being served by the CHDO.

· There are 3 ways to meet this requirement:

1. Residents of low-income neighborhoods in the community:

(
low-income neighborhoods are defined as neighborhoods where 51% or more of the residents are low-income.

(
residents of low-income neighborhoods on CHDO boards do not have to be low-income themselves.



AND/OR

2. Low-income residents of the community:

(
in urban areas, “community” is not necessarily limited to a single neighborhood but may include 

several neighborhoods, the city, county or metropolitan area.

(
in rural areas, “community” may also cover a multi-county area (but not the whole state). Per HCDA of 1992, the board need not contain low-income residents from each county in the multi-county area.

(
low-income residents of low-income neighborhoods in the community do not need to submit proof of their income.

(
if low-income residents of the community who do not live in the low-income neighborhoods are necessary to meet this threshold, the PJ must obtain certification from the resident (or the CHDO) that the resident does qualify by income.

(
the Section 8 definition of “low-income” applies:  an annual gross income less than 80% of the area median income.

(
no PJ verification of the CHDO certification is required.



AND/OR

3. Elected representatives of low-income neighborhood organizations.

(
a “low-income neighborhood organization” is an organization composed primarily of residents of a low-income neighborhood.

(
the primary purpose of the organization must be to serve the interest of the neighborhood residents.

(
block groups, town watch organizations, civic associations, neighborhood church groups and NeighborWorks organizations can be examples of low-income neighborhood organizations.

(
the governing body of the low-income neighborhood organization may elect the representative(s) to serve on the CHDO board.

· LOW-INCOME INPUT:  Input from the low-income community is not met only by having low-income representation on the board.

The CDHO must also provide a formal process for low-income, program beneficiaries to advise the CHDO on design, location of sites, development and management of affordable housing.  The process must be described in writing and it must be included in the organization’s by-laws.

(
This requirement is especially important for CDHOs serving a large geographic area where it may be possible for a CDHO to have low-income representatives on its board from every neighborhood in which it will develop, own or sponsor housing.

(
These CHDOs should establish systems for community involvement in parts of their service areas where housing will be developed but which are not represented on their boards.  Examples of these systems may be:

· ad hoc, or special committees of neighbors of a proposed development site

· neighborhood advisory councils

· one or a series of open neighborhoods/town meetings

· temporary expansion of the CHDO board to include neighbors during the period of housing planning and developmental activity

· PUBLIC SECTOR LIMITS:  A maximum of 1/3 of the governing board may consist of representatives of the public sector.

(
This limitation is intended to ensure that separation exists between PJs and CHDOs and, that CHDOs are indeed community-based and community-controlled organizations.

(
This limitation is broadly interpreted in order to avoid public control of community-based nonprofit.

(
A member of the governing board of a CHDO would be considered to be a representative of the public sector if s/he:

· is a public official, including:

· elected officials – council members, aldermen, commissioners, state legislators, members of a school board, etc.

· appointed public officials – members of a planning or zoning commission, or of any other regulatory and/or advisory commissions that are appointed by a PJ official.
· public employee – all employees of public agencies or departments of the PJs government (e.g., a clerk in the water and sewer department).  A public facility janitor or a secretary in the tax assessment office.

· is appointed by a public official – any individual who is not necessarily a public official but who has been appointed by a public official (as described above) to serve on the CHDO board.

(
Members of the board appointed by public officials cannot select other members of the board, such that more than 1/3 of the members of the governing board can be traced back to public officials.

(
What if the public official is low-income?  Public officials and/or appointees who themselves are either, low-income community residents or residents of a low-income neighborhood, count against the 1/3 limit of public sector representatives not towards the 1/3 minimum requirements of community representatives.

· PJs, public bodies, or instrumentalities of public bodies cannot be considered CHDOs.  Examples of instrumentalities of public bodies include Public Housing Authorities, Urban Renewal Agencies, Redevelopment Authorities, and Downtown Development Authorities.

· These limits on public sector representation on CHDO boards only serve to define CHDOs.  There are other (not specific to HOME) restrictions on the participation of public officials on the boards of non-profit organizations seeking public funds.  PJs should observe the conflict of interest guidelines in that regard as well.

· SPONSORED CHDOs:  Non-profits that have been sponsored by other non-profits, religious organizations, local or state government, public agencies or for-profit corporations may qualify as CHDOs, but certain additional requirements and board limitation can apply.

· Non-profit and charity sponsors

(
There are no limits on the proportion of the board that may be appointed by non-profit or charity sponsors; as long as the minimum 1/3 community representation is met.

· A one-year minimum history of service to the community by the sponsoring non-profit or charity may help a new non-profit to qualify as a CHDO.

· Religious organization sponsors

(
Unlike CDBG and the McKinney Act programs, under HOME, religious organizations cannot qualify as CHDOs, but they may sponsor the creation of fully secular non-profits.

(
There are no limits on the proportions of the board that may be appointed by the religious organization, but it may not control the non-profit.

(
The developed housing must be used exclusively for secular purposes and be made available to all regardless of religious affiliation or belief.

· Local/state government and public agency sponsors

(
A local or state government and/or a public agency cannot qualify as a CHDO but may sponsor the creation of CHDOs.

(
Government officials and appointees of the government cannot exceed 1/3 of the members of the board.



(
All other CHDO rules and requirements also apply.

· For-profit corporate sponsors 

(
A CHDO cannot be controlled by, nor be under the direction of, for-profit entities or individuals seeking profit from the organization.

(
CHDOs may be sponsored or organized by a for-profit if:


(
the primary purpose of the for-profit sponsor is not the development and management of housing (i.e., a builder, developer or real estate management may not spin off a CHDO).


(
the for-profit appoints no more than 1/3 of the CHDOs governing board and that board members appointed by the for-profit do not appoint the remaining members of the board.


(
the CHDO is free to contract for goods and services from any vendor.

· BOARD MEMBERS:  HOME does not set any other limits on the composition of the governing board of a CHDO.  The remaining seats on a CHDO board may consist of a wide variety of other parties within the 

above-listed limits on public and private sector appointees.  Other 
potential members may be:


(
low-income residents


(
community representatives (a CHDO board can consist entirely of

community representatives)


(
civic and community leaders


(
affordable housing advocates and providers

(
individuals willing to contribute particular expertise needed by CHDO, such as architects, engineers, builders, developers, accountants, and grant writers

(
lenders and others with expertise in underwriting and financial planning

(
individuals with access to private, corporate, and/or philanthropic resources

(
human and social service providers

(  CHDO EXPERIENCE:  A CHDO must also demonstrate that it has at least one year of experience serving the community where it intends to develop the HOME-assisted housing.


(
Newly created organizations wishing to become CHDOs can meet this requirement that the parent (or sponsoring) organization is a non-profit and has provided services to the community for at least one year.


(
The year of service does not have to be directly related to housing.


(
Prior service to the community cannot consist of a for-profit firm’s work in that community.

C.  CHDOs ARE CAPABLE OF DEVELOPING AFFORDABLE HOUSING
· OMB Circulars A-110 and A-133 – At a minimum, CHDOs must have financial accountability standards that conform to the requirements detailed in Attachment F of OMB Circular A-110 (revised): “Standards for Financial Management Systems” and OMB Circular A-133.


(
At a minimum, these circulars provide necessary guidance in the management and separation of funds derived from multiple sources and multiple purposes.

· Capacity – CHDOs must demonstrate the capacity of its key staff to carry out the HOME assisted activities they are planning.  This means that CHDOs must have:


(
Experienced key staff, who have successfully completed projects similar to those proposed by the CHDO;






or


(
Key staff with limited or no experience, who will use experienced consultants for the planning and development activities, as long as there is a plan in place for the consultant to train the key staff.


(
There are significant differences in the type of experience and capacity that is required to carry out the variety of housing development activities eligible under the HOME program.  Therefore, “experience in having completed similar projects” draws a distinction between development/management of rental housing and development/sale of housing for first-time homebuyers.

· Because the purpose of this requirement is to increase the capacity of CHDO staff so that they can be capable developers of affordable housing, CHDOs must have their own professional staff.  This would preclude that the key staff required to demonstrate CHDO capacity be:


(
municipal, county or state employees


(
consultants (paid or volunteer) without a plan to train for the CHDOs key staff

· Alternative staffing plans to demonstrate the required CHDO staff capacity and experience may be suggested.  These staffing plans may rely on the use of capable volunteers or on sharing the staff of other non-profits.

(
Non-profit and PJs should emphasize the need to build the long-term capacity of CHDOs and evaluate the alternative staffing plans in terms of how they help build CHDO capacity.
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