Kentucky Neighborhood Stabilization Program

Application and Programmatic Guidelines
Application Submission Requirements:

Eligible Applicants:  Units of local government and non profit organizations.

Available Funding:  The NSP funds were authorized by the Housing and Economic Recovery Act of 2008 (HERA) in July 2008.  The Commonwealth of Kentucky will receive $37,408,788 from the United States Department of Housing and Urban Development (HUD) for the Neighborhood Stabilization Program (NSP).   

Of the $37,408,788, the Commonwealth of Kentucky will make available $9,500,000 for the Low Income Targeting Set-Aside to purchase and redevelop abandoned or foreclosed upon homes or residential properties for housing individuals or families whose incomes do not exceed 50 percent of area median income.

Approximately $24,000,000 will be available for the Regular Competitive Application pool of funds.  These funds may be used for any eligible NSP activity but must serve households at or below 120 percent of area median income.

Eligible applicants can submit one or more application for funding.  This includes submitting an application for the same activity under both the Regular Competitive Application and the Low-Income Targeting Set-Aside.  When awarding funds, Capacity of the Applicant will be taken into consideration when funding one organization with multiple application submissions.

Application Deadline:  One original and 6 copies of the application must be received no later than 4:30 p.m. on January 30, 2009 at the following address:



The Department for Local Government

The NSP Program


1024 Capital Center Drive Suite 340



Frankfort, Kentucky 40601

** Electronic submission of an application will not be accepted. **
Except where otherwise noted, NSP funds are to be treated as CDBG funds and the same regulations and requirements apply.  

Citizen Participation:
Citizen participation requirements must be met as part of the RFP requirements.  The proposal must include signed minutes from the public hearing(s) , attendance list(s), and a tearsheet.  Applicants must provide reasonable opportunities for citizen participation, hearings and access to information.  
At a minimum, an applicant must perform the following activities:

1.
Furnish citizens with information that explains the proposed project.  Prior to the public hearing, a notice containing the following information must be published informing citizens that this information is available for review:

a. A detailed description of the project being proposed.

b. Amount of NSP funds expected to be made available, range of activities that may be undertaken and if applicable, available and/or anticipated program income.

c. Estimated amount of NSP funds requested.
d. Plans for minimizing displacement of persons as a result of activities assisted with NSP funds and plans for providing assistance to those persons to be actually displaced as a result of NSP funded activities.

e. Summary of other important program requirements.

2.
Hold a public hearing.

a.
The main purpose of this hearing is to obtain views on housing and community development needs and review proposed activities.  In addition the hearing will review the proposed application and discuss social impacts, economic impacts, environmental impacts, project alternatives and solicit public improvements.

b.
Advertise the public hearing in accordance with state law (7-21 days prior to date of hearing) in the newspaper of largest circulation in the jurisdiction.  This may be included as part of the notice providing the public with NSP information.  (The notice must include the local TTD number which is (800) 648-6057 or state relay TTY number which is (800) 648-6056.)

c.
Undertake and document additional advertisement to reach low and moderate income persons.  Such efforts could include:

1.
Distribute leaflets at neighborhood groceries, churches and community centers.

2.
Undertake door-to-door distribution announcements.

3.
Provide radio (and television if available) public service announcements for broadcast.

d.
Hold public hearing in a location accessible to the disabled and at a time and place convenient to potential or actual beneficiaries.  The hearing must provide maximum opportunity for community input.

f.
Arrange for interpreters for non-English speaking persons if applicable.

g.
A project description must be available for review seven (7) days prior to the public hearing and the advertisement must identify where a copy of the description can be obtained.
National Objective:
Applicants must prove that all proposed activities meet the low-moderate-middle income (LMMI) national objective. (NSP funds may not be used in conjunction with the Slum/Blight or Urgent Need National Objective). Please complete the attached CDBG national objective/ Low and Moderate Income pages.
Application and Programmatic Guidelines:

The Kentucky Neighborhood Stabilization Program (KY NSP) guidelines are set forth in Housing and Economic Recovery Act Section 2301(c)(3), referred to as the Neighborhood Stabilization Program (NSP) and in the NSP Substantial Amendment of the Kentucky Consolidated Plan.  Both of these documents, as well as further guidance from the U.S. Department of Housing and Urban Development (HUD) will collectively guide this program.  As additional guidance and/or clarification is received from HUD, the Commonwealth will institute those requirements, and disseminate that information to recipients.
In addition, the Commonwealth of Kentucky has instituted additional restrictions for the application and administration of the NSP funds as listed below:

General Requirements:

· All NSP Program Income must be returned to the Commonwealth of Kentucky.
· All NSP subrecipients are restricted to a five (5) percent administrative fee.  This fee is based on five (5) percent of the requested NSP funds.

· All homebuyer and rental assisted units must adhere to the provision for long-term affordability restriction meeting at least the following requirements:

The affordability term for this program is as follows:

· < $15,000 per unit

 



5 years

· > $15,000 < $40,000 per unit  




10 years

· > $40,000 per unit 

 



15 years

·  New construction or acquisition of new constructed units
20 years
· Any property acquired under Activity C-Land Banking may not be held for more than five (5) years past the initial date of acquisition.
· KY NSP encourages green building, energy efficient design and renewable energy sources in all projects.   The cost for certification under these programs is an eligible NSP expense. 
· New Construction and rehabilitation should incorporate green building, renewable energy sources and energy efficient components.  All cost for green building design and certifications, renewable energy sources, and energy efficient design are eligible NSP expenses.
Homebuyer Activities:

· All homes must be sold at or below fair market value (appraised value) to the end beneficiary.
· No subprime mortgages are permitted.

· Buyers can only obtain a mortgage loan from a lender who agrees to comply with the bank regulator’s guidance for non-traditional mortgages (see http://www.fdic.gov/regulations/laws/rules/5000-5160.html for guidance).
· The maximum sales price for a single-family dwelling can not exceed the following:

$150,000-Households at 80% or below of area median income

$237,000-Households at 80.1% to 120% of area median income

· Maximum NSP Subsidy per unit

· For Targeted Populations under the KY NSP program, NSP funds utilized for downpayment assistance are limited to 50% of the contract sales price; but NPS funds may be used for permanent financing for the balance of the contract sales price plus closing costs and it may be in the form a non-interest bearing/non-amortizing loan. 
· For all other households/units assisted through the KY NSP program the NSP investment in a single-family unit is limited to 50% of the contract sales price. Additionally, the KY NSP program is limiting all forms of subsidy (including private and public funds that are in the form of non-interest bearing/non-amortizing loans and/or grants) to 50% of the contract sales price.  Additional NSP funds may not be used for permanent financing, regardless of the amortizing term and rate.

· KY NSP funds under Activity A-Financing Mechanism may be used for the acquisition of existing manufactured housing if the unit has previously been converted to "real property" prior to the foreclosure activity and can was not built prior to 1998.
· KY NSP does not permit utilizing NSP funds for the purchase and rehabilitation of existing manufactured housing under Activity B-Purchase/Rehabilitation.
· For Activity B-Purchase/Rehabilitation projects, the NSP developer fee is determined as follows:

· $5,000 to $10,000 in rehabilitation costs* – up to 15% of total rehab costs 

· $10,001 to $25,000 in rehabilitation costs* – up to $10,000 

· More than $25,000 in rehabilitation costs* – up to $15,000 

* For the purpose of determining allowable developer fees in projects, “rehabilitation costs” includes any necessary and customary development hard and soft costs, but excludes the developer fee, permanent financing fees and the cost to acquire the unit.

· For units constructed under Activity E-Redevelopment, the total amount of developer fee per unit can not exceed 15% of the total development cost for that unit.

· Development subsidy is an eligible NSP cost.  Development subsidy is the difference between the total development costs and the appraised value, if the appraised value is less than the total development costs.  
· Selling the house for less than the appraised value does not constitute a development subsidy.
 Multi-Family Activities:
NSP funds can be used to pay reasonable development fees.  The KY NSP program has established the following as reasonable, thus they are the maximum allowable fees based on total development cost of: 

$0 - $250,000:


General requirements
up to 6%

Overhead


up to 7%

Profit



up to 12%

$251,000 - $750,000:

General requirements
up to 5%

Overhead


up to 6%

Profit



up to 8%

$751,000 and greater:

General requirements
up to 6%

Overhead


up to 2%

Profit



up to 6%

The allowable fees for developers are based on the total development cost (TDC) of the project.  The developer fee on any NSP project may not exceed 15 percent. 

The developer fee (as a percentage) is calculated as follows:

· All multi-family projects must have at least a Debt Coverage Ratio (DCR) of 1.20 in the first year of operation.  The NSP program prohibits unduly enrichment; thus any DCR above 2.0 per year must be reinvested in the project or invested in a Reserve for Replacement account to be maintained by the Commonwealth for the term of affordability.  If funds remain at the end of the term of affordability the balance of the Reserve account will be returned to the U.S. Treasury. 
Energy Efficient Design 

NSP funds can be used to promote energy efficiency in new construction and rehabilitation.  By utilizing energy efficient design in the construction or rehabilitation, homeowners can reduce their overall monthly energy costs substantially, making their unit much more affordable.  The NSP program encourages energy efficient design.

Energy Star qualified products include high performance windows, efficient heating and cooling equipment and Energy Star qualified lighting and appliances.

Through Energy Star, builders and other home industry professionals can differentiate themselves in the market.  New projects that qualify as Energy Star provide greater comfort and durability for tenants.  In addition, Energy Star qualified projects help protect the environment by reducing the greenhouse gas emissions associated with global warming and can reduce overall energy costs for the tenant or the homebuyer.
For additional information on Energy Star guidelines, please see http://www.energystar.gov/.


Utilization of the following combination of Energy Star rated products and energy efficiency technologies during construction helps to determine if a project is considered in compliance with NSP’s energy efficiency requirements. For new construction and rehabilitation projects to receive scoring points all units must be Energy Star qualified and all of the following items must be utilized in each unit and incorporated into the specifications and/or work write-up for all units.    

· Inclusion of Energy Star rated heating and cooling products. Homes equipped with heat pumps which have programmable thermostats shall be required to use “adaptive recovery” technology in order to prevent excessive use of electric back-up heating.

· All windows are Energy Star rated. 

· Three or more of the following Energy Star qualified appliances: clothes washer, dishwasher, refrigerator, freezer or range hood. 

· All Energy Star qualified ceiling fans, light fixtures and ventilation fans.  

Note: Applicant must clearly identify Energy Star products and energy efficiency design methods in the narrative to receive points in this area.

Green Construction

NSP funds can be used to incorporate green building designs in all new construction and rehabilitation.  The Leadership in Energy and Environmental Design (LEED) Green Building Rating System™ is the nationally accepted benchmark for the design, construction, and operation of high performance green buildings. LEED gives building owners and operators the tools they need to have an immediate and measurable impact on their building’s performance.  LEED promotes a whole-building approach to sustainability by recognizing performance in five key areas of human and environmental health: sustainable site development, water savings, energy efficiency, materials selection, and indoor environmental quality.  For new construction and rehabilitation projects to receive scoring points they must receive a “Green” rating from a nationally certified program such as LEED, National Homebuilders Association or Earthcraft and incorporate at least six of the green construction criteria outlined below.  Of the six, two must be water saving methods.  For additional information please see http://www.usgbc.org/.

· Locate project within ¼ mile of one or more stops for two or more public or campus bus lines available to building occupants.

· Prohibit smoking in the building and locate any designated smoking areas at least twenty-five feet away from entries, outdoor intakes and windows.

· All adhesives, sealants and primers used on the interior of all buildings and applied on site shall comply with South Coast Air Quality Management District Rule #1168.  Acceptable VOC limits are listed in the table provided at the following web address (http://www.arb.ca.gov/DRDB/SC/CURHTML/R1168.PDF)   

· Use of fifty percent (50%) of wood based materials and products that are certified in accordance with the Forest Stewardship Council’s (FSC) Principles and Criteria for wood building components.   

· Place a minimum of fifty percent (50%) of parking spaces under cover.  

· Open space – provide vegetated open space area equal to:  1) 20 percent of the project site area, or 2) equal to the building foot print.  Vegetated open space is defined as lawns, gardens, plant beds, and fish ponds with plants, shrubs or trees.

· Provide an easily accessible area that serves the entire project and is dedicated to the collection and storage of non-hazardous materials for recycling, including (at a minimum) paper, corrugated cardboard, glass, plastics and metals.  Property is responsible of ensuring the proper disposal and removal of recyclables.

· Install compact florescent light bulbs (CFLs) throughout the project.

· Utilize rapidly renewable floor materials such as bamboo, linoleum, cork or eucalyptus to cover a minimum of 25% of the floor area of each unit. Note: linoleum is not vinyl.

· Provide covered storage facilities and racks for securing bicycles for fifteen percent (15%) or more of building occupants.

· Install a vegetated roof for at least fifty percent (50%) of the roof area.

· Install a programmable thermostats throughout project.  (Note:  If a heat pump is installed in the units, a programmable thermostat specifically designed for heat pump systems must be utilized.)

· Develop and implement a construction waste management plan that recycles or salvages at least fifty percent (50%) of non-hazardous construction and demolition debris.

· Install tankless water heaters in each unit.  (Note:  Proper installation requires that the heating unit satisfies demand capacity and the manufacturer’s energy requirements be strictly followed.)

· Use recycled, salvaged, refurbished or reused materials such that the sum of these materials constitutes at least ten percent (10%) of the total value of materials on the project.

· Use building materials which have been extracted, harvested, recovered or manufactured within five hundred (500) miles of the project site for a minimum of ten percent (10%) of the total material costs.

· Use only carpeting which meets the product testing requirements of the Carpet and Rug Institute’s Green Label Plus program throughout project.  http://www.carpet-rug.org/about-cri/cri-signature-programs/green-label-plus-carpet.cfm
· The average flow rate for all lavatory faucets must be ≤ 2.0 gpm (water saving measure).
· The average flow rate for all showers must be ≤ 2.0 gpm (water saving measure).

· The average flow rate for all toilets must be ≤ 1.3 gpf (water saving measure).

· Toilets must be dual-flush and meet the requirements of ASME A112.19.14 (water saving measure).

· Toilets must meet the U.S. EPA WaterSense specification and be certifies and labeled accordingly (water saving measure).
· All domestic hot water piping shall have R-4 insulation. Insulation shall be properly installed on all piping elbows to adequately insulate the 90-degree bend.

· Central hot water manifold trunk no more than 6 feet, insulated to R-4, with no branch line exceeding 20 foot.

· Compact hot water supply line design with no run over 20 feet from water heater.

· Prior to construction, create detailed framing plans or scopes of work and accompanying architectural details for use on the job site.  Indicate the specific locations, spacing, and sizes of all framing members in the floors, walls, roof and ceiling (if different from the roof).

· Prior to construction, create a detailed cut list in lumber order that corresponds directly to the framing plans and/or scopes of work.    

Renewable Energy Sources:

The NSP Program encourages the utilization of renewable energy sources in construction and rehabilitation.  Renewable energy comes from several sources such as the sun, wind and water.  Incorporating these sources into program design is encouraged and is an eligible expense of the NSP Program.  For more information on Renewable Energy Sources visit: http://www.nrel.gov.






Developer Fee + Consulting Fees + anything resembling consulting or developer fees 


	Total Project Costs – Developer Fee – Consulting Fees – anything resembling cons. or dev. 
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