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CHAPTER ONE

CHAPTER ONE:

Introduction

This is a guide for staff who are new to working with the State Housing Initiatives Partnership (SHIP) program. ltis
designed to provide direction during the initial stage of working with SHIP -- a program that has a long and significant
history of helping very low, low, and moderate -income Floridians access and maintain affordable housing. The
guide provides new local government staff with the basic knowledge needed for general program administration.
Staff from nonprofit and for-profit organizations as well as other local government departments that assist the SHIP
recipient may also find this guide useful. The guide may provide these staff members a better understanding of
the overall processes involved and help them improve their effectiveness in fulfilling their specific roles.

The guide provides: The cities get their pro rata share of the county’s allocation,

) ) and interlocal agreements between smaller municipalities
* A month by month list of tasks and deadlines,

which provides an overview of the program and
places SHIP requirements in context;

and county governments are encouraged for program
management purposes. SHIP is governed by Chapter
420, Part VI, Florida Statutes and Rule Chapter 67-37 of
* Astep-by-step process for administering SHIP the Florida Administrative Code.
beginning with planning, advertising the avail-
ability of funds, addressing applicant intake and
income eligibility, file management, record keep-
ing, tracking, reporting, project close-out, and

For many communities, SHIP is the only source of funding
for housing assistance. The primary objective of the SHIP
program is to assist low- and moderate-income persons

monitoring; by providing housing assistance through various strate-
* References to SHIP requirements in the Florida gies including purchase assistance, rehabilitation, new
StatUteS, the Florida Administrative COde, and Construct]on, and rental assistance.

the U.S. Department of Housing and Urban

Development (HUD) regulations related to income  While the program gives local governments flexibility on

eligibility; program design, there is a high level of accountability
* Insightinto the central issues common in SHIP through annual reports and audits. The FHFC administers

implementation with pitfalls to avoid. The guide the distribution of funds and regularly monitors cities and

addresses these issues in a way that recognizes counties to help ensure program compliance.

that each local government may have a unique

approach to administration; and SHIP is a Strong Network

The SHIP network includes 119 SHIP jurisdictions consisting
of 67 counties and 52 entitiement cities -- each with an ad-
ministrator and many with additional staff. These local gov-
ernment staff often work with nonprofit organizations and
SHIP Overview other community partners to provide SHIP assistance. They
also regularly work with other members of the SHIP network:

e Sample forms to assist with program implemen-
tation referenced throughout the document and
included as appendices.

Dedicated Funding Available Throughout Florida

All counties and Community Development Block Grant The State SHIP Administrator at FHFC (also called
(CDBG,) entitlement cities receive SHIP funds. The SHIP Florida Housing) distributes and oversees SHIP allo-
funds are allocated by the Florida Housing Finance cations. Robert Dearduff has served as the State SHIP
Corporation (FHFC) based on population size, with each Administrator since 2005.

county receiving a minimum annual allocation of $350,000.

SHIP ADMINISTRATOR'S GUIDE 3
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Compliance Monitoring staff work at the FHFC and

conduct periodic reviews of each SHIP jurisdiction’s
recent work. Robin Fowler has overseen SHIP
compliancereviews since 2016. Heand ateam of FHFC
staff review file documentation, income calculations,
tracking of expenses, and other details as they assess

SHIP program compliance.

Technical Assistance Provider: The Florida Housing
Coalition (FHC) offers support to SHIP administrators
through workshops, webinars, on-site visits, regional
gatherings, publications, conference trainings, and more.

SHIP funding helps ensure that throughout Florida, there
are local government staff experienced at providing hous-
ing assistance. Staff in the SHIP network can learn from
each other. They enjoy networking with staff from other
cities and counties at workshops, housing conferences,
and even during online webinars. Staff new to the program
should engage with more experienced SHIP staff who are
familiar with the many steps involved such as:

* developing organized programs and establishing
policies and procedures to ensure effectiveness
and fairness in their programs;

* conducting applicant intake and eligibility
determinations;

* issuing a request for proposal/qualification (RFP/Q)
to acquire services from community partners; and

* selecting home repair contractors using local
procurement policies.

In times of disaster, the SHIP network plays an import-
ant role with housing recovery assistance to low and
moderate-income households. Having a SHIP program
in every county means that the human infrastructure is in
place for deploying funds for emergency repairs. SHIP is
often the first statewide network of housing administra-
tors on the scene after a disaster. SHIP staffare in place
to issue housing repair RFPs, to work with contractors,
and to deploy disaster recovery assistance according
to the same written policies and procedures that guide
their regular housing assistance programs. In just the
past decade, SHIP has provided over $200 million of
disaster funding to thousands of Floridians affected by

hurricanes, wildfires, flooding, tornadoes, drought, and
other disasters.

History of the SHIP Program

In 1992, the Florida Legislature enacted the Sadowski Act.
This piece of legislation has provided SHIP funding for more
than 25 years. In the years leading up to the creation of
SHIP, the Florida Housing Finance Agency (FHFA) primar-
ily offered bond financing. With this approach, money
borrowed through the sale of tax exempt bonds is loaned
to first-time homebuyers or developers of affordable
apartments. FHFA realized that additional state resources
were needed to supplement bond financing. Specifically,
they realized that while homebuyers could afford monthly
payments, they needed assistance with their down
payment and closing costs. On the rental side, bond loans
could not finance apartments which had a financing gap,
since revenue from the developments would not support
enough debt.

FHFA first created two programs to address these prob-
lems. FHFA worked with the legislature to create the State
Apartment Incentive Loan (SAIL) in 1988. SAIL provided the
gap financing so that the private sector was willing and
able to build affordable housing using bonds and federal
tax credits. The Housing Assistance Program (HAP) was
created to provide down payment assistance to buyers.
Despite these efforts, there was no reliable source of reve-
nue to fund Florida’s housing programs on an annual basis.
Between 1988 and 1992, the programs were funded with
general revenue bringing inconsistent and unreliable fund-
ing levels.

Recognizing the need for a reliable source of funding for
affordable housing programs, Governor Lawton Chiles
appointed an Ad Hoc Workgroup in 1991 tasked with,
among other items, recommending a dedicated funding
source for affordable housing. The Ad Hoc Workgroup
recommended that the state documentary stamp tax
on deeds be increased, with the additional revenue
statutorily dedicated to housing programs via a hous-
ing trust fund. The documentary tax was chosen for
two reasons. First, there was a connection and positive
correlation between real estate activity and housing.
Second, and more importantly, documentary stamp
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CHAPTER ONE

revenues increase as population grows and housing of the housing funds go to the Local Government
prices increase. Housing Trust Fund and 31 percent to the State
Government Housing Trust Fund. The Local
The recommendations and agreements that resulted from Government Housing Trust Fund funds SHIP. The
the Ad Hoc Workgroup in 1991 became the core of the State Housing Trust Fund provides monies for
Sadowski Act. Key provisions of the agreement and the the FHFC’s programs -- primarily SAIL for rental
Act are as follows: housing.
* Astatewide documentary stamp tax increase by * Beyond SHIP and SAIL, the Sadowski Act also
10 cents per $100. In addition, the Act also trans- provides:
ferred another 10 cents of existing documentary *  Match funds, which are required so that Florida
stamps from general revenue to housing trust may maximize its use of HOME Investment
funds. Partnerships Program (HOME) funding —a
¢ Creation of two trust funds - the local govern- federal funding source dedicated to the
ment and state housing trust funds. 69 percent provision of affordable housing for low-and

CORE SHIP REQUIREMENTS NEGOTIATIONS AMONG INVOLVED PARTIES

For real estate professionals, the priority was to help families buy

65% for homeownership activities L ) .
? P their first home, thus the 65 percent homeownership set-aside.

For homebuilders, the priority was construction related activities,

75% for construction/rehabilitation activities . :
? / thus the 75 percent construction/rehab requirement.

30% for very low-income and 30% for low-income The priority for many advocates was assistance targeted to the
households most vulnerable populations, resulting in the income set-aside.

The Legislature wanted limited amount of funding for administra-
tion and meaningful oversight, thus limiting funding for program
administration to 5% for the state and 10% for local governments.
Local governments must adopt local housing assistance plans
(LHAPs) to expend SHIP within three years of receiving it and must
file reports with the FHFC.

State is limited to no use more than 5% of the funds for
administration, local governments are limited to no
more than 10% of the annual allocation for program
administration, time limits for expending funds, and
reporting requirements.

Local governments have flexibility in adopting hous-  Local governments wanted flexibility to meet differing needs, thus
ing strategies on which to spend SHIP. the ability to design local plans within statutory parameters.

Local governments must expedite all permits and The development community, including non-profits, wanted

have an ongoing review process for local policies and expedited permitting and regulatory reform, thus the housing
regulations related to affordable housing. incentive strategies that are required in each LHAP.

SHIP ADMINISTRATOR'S GUIDE 5
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moderate-income households;

* Down payment assistance for buyers in the
state’s bond program;

* Predevelopment loans to assist developers work-
ing to provide a variety of affordable housing;

*  Grants for housing non-profits; and

*  Funding for the Catalyst Program —a program
which provides training and technical assis-
tance to local government administrators and
their private sector partners.

SHIP was created with several core requirements that are
the outcome of compromises between the many parties
involved in the creation of the program.

The Strength of the Sadowski Coalition

The many parties mentioned above in the creation of
SHIP are members of the Sadowski Coalition. They
speak with a unified voice in support of SHIP and other
Sadowski-funded programs. The Sadowski Coalition is
30 statewide members strong and joined by Sadowski
Affiliates - local and regional organizations whose goal is
to bring a cohesive message to the Florida Legislature that
all the state and local housing trust fund monies are to be
used for existing housing programs. The members of the
Sadowski Coalition agree that no changes will be made to
the SHIP program without the consent of all members of
the Sadowski Coalition.

Yet, the Sadowski Coalition has shown willingness to
make changes that meet legislative priorities. Its members
supported the 20 percent special needs set- aside for
disabled populations, as well as the ability to use a portion
of SHIP for a Rapid Rehousing rent subsidly.

First 25 Years of Funding

In the first 25 years after the passage of the Sadowski Act,
$5.963 billion has been placed into the Housing Trust
Funds. However, not all of this has been used for housing as

intended. From 1992-2002, the legislature routinely appro-
priated all monies in the housing trust funds for SHIP, SAIL,
and other housing programs. However, starting in 2003,
the Governor began proposing sweeps to the funds. From
2003-2012, sweeps of the housing trust funds became
common practice as to date, $1.99 billion has been swept
by the legislature for use as general revenue. In addition to
these sweeps, the Act has avoided several efforts focused
on its complete elimination.

Since 2013, however, the legislature has increased housing
funding. There is a greater awareness that the lack of afford-
able housing is a problem for the state’s citizens and for its
businesses. The Sadowski Coalition continues to advocate
for all monies in the Housing Trust Funds to be used solely
for housing programs. This position is partly because the
documentary stamp tax was raised for this purpose, but
also because the programs are needed and highly efficient.

Using the Guide
Use it Now and Again

NOW: Staff who are new to SHIP will benefit from reading
the entire guide in order. It is designed to systematically
orient staff to program requirements and activities.

...AND AGAIN: The guide is also a helpful reference for
later. Here are some tips:

* Do aword search to identify where subjects are
addressed.

* Review the Appendix which contains the SHIP
Statute and Rule for convenient reference.

* Check the frequently asked questions on a variety
of SHIP topics.

* Review the sample strategies in the appendix.
Even experienced SHIP staff may benefit as they
are written in the most updated format with
state-recommended text.
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CHAPTER TWO:

LHAP Responsibilities

New SHIP Communities

Before a city or county can receive SHIP funds, its staff
must take specific actions as outlined in the SHIP rule and
statute. A new SHIP community must pass an ordinance
in acccordance with Section 420.9072(2)(b), F.S. that
contains the following provisions:

1. Creation of a local housing assistance trust fund as
described in s. 420.9075(6).

2. Adoption by resolution of a local housing
assistance plan as defined in s. 420.9071(14) to be
implemented through a local housing partnership as
defined in's. 420.9071(18).

3. Designation of the responsibility for administration
of the local housing assistance plan. Such ordinance
may also provide for the contracting of all or part
of the administrative and/or other functions of the
program to a third person or entity.

4. Creation of the affordable housing advisory
committee as provided in s. 420.9076.

Before any SHIP funds can be spent the local government
must have an approved Local
Plan (LHAP). The LHAP governs the activities the local
government will undertake during the 1, 2 or 3-year fiscal
years that govern the plan. A new SHIP jurisdiction must
follow specific steps before it can be awarded SHIP
funds. An eligible county or municipality must submit its
plan by electronic submission to Florida Housing Finance
Corporation (FHFC) no later than May 2nd of the state fiscal
year prior to the state fiscal year the local government seeks
to become eligible for funding. A local government will not
receive SHIP funds until the plan has been approved by
FHFC. The schedule for when each jurisdiction’s LHAP is
dueis available on the next page.

Housing Assistance

A jurisidiction can submit the plan to FHFC for a formal
review or a conditional review. A formal review requires
that all documents including the required certification be
submitted to FHFC. A conditional review does not require
that the final resolution and certification be submitted.

CHAPTER TWO

Once a local jurisdiction begins to receive funding, it
will continue to submit LHAP’s to the FHFC by May 2nd
preceding the end of the fiscal year that the current plan
expires. All plans must be submitted on the most current
template provided by FHFC on its website. The link to
the most current LHAP template and exhibits is located
at:http://www.floridahousing.org/programs/special-
programs/local-housing-assistance-plan-(lhap).

Affordable Housing Advisory Committee

Affordable Housing Advisory Committee (AHAC)

A SHIP jurisdiction is statutorily required to assemble the
initial Affordable Housing Advisory Committee when
it first begins receiving SHIP funds. It is then required
to convene the AHAC to review its earlier plan and
complete a Housing Incentive Strategies report that
recommends affordable housing regulatory incentives.
Only jurisdictions receiving $350,000 or less in SHIP
funding are exempt from the triennial review.

The work of the AHAC is summarized in this excerpt from
the Florida Statutes:

“Recommend specific actions or initiatives to encourage or
facilitate affordable housing while protecting the ability of
the property to appreciate in value. The recommendations
may include the modification or repeal of existing policies,
procedures, ordinances, regulations, or plan provisions;
the creation of exceptions applicable to affordable housing;
or the adoption of new policies, procedures, regulations,
ordinances, or plan provisions.”

Section 420.9076, E.S., outlines AHAC requirements
including the deadlines for assembling a committee,
considering specific incentive strategies, and submitting
areport.

The Florida Housing Coalition has developed a AHAC
guidebook titled “Affordable Housing Incentive Strategies:
A Guidebook for Affordable Housing Advisory Committee
Members and Local Government Staff”. There are other

SHIP ADMINISTRATOR'S GUIDE 9
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New LHAP Due May 2, 2020

Counties LHAP Expires Counties LHAP Expires
ALACHUA 6/30/20 LEE 2020
BAKER 2020 LEON 2020
COLUMBIA 2020 LIBERTY 2020
DESOTO 2020 MADISON 2020
DIXIE 2020 MARTIN 2020
GADSDEN 2020 POLK 2020
HAMILTON 2020 SUWANNEE 2020
HENDRY 2020 UNION 2020
HERNANDO 2020 WASHINGTON 2020
LAFAYETTE 2020

BRADENTON 2020 NORTH MIAMI 2020
DAYTONA BEACH 2020 PALM BAY 2020
GAINESVILLE 2020 WINTER HAVEN 2020
LAKELAND 2020

Interlocals LHAP Expires Interlocals LHAP Expires

CHARLOTTE/PUNTA GORDA 2020 SARASOTA /SARASOTA CO 2020

New LHAP Due May 2, 2021

BAY 6/30/21 MANATEE 2021
BREVARD 2021 NASSAU 2021
GULF 2021 ORANGE 2021
HARDEE 2021 PASCO 2021
INDIAN RIVER 2021 PINELLAS 2021
JACKSON 2021 PUTNAM 2021
JEFFERSON 2021 TAYLOR 2021
LAKE 2021 WAKULLA 2021
BOYNTON BEACH 2021 PANAMA CITY 2021
CLEARWATER 2021 POMPANO BEACH 2021
FORT PIERCE 2021 ST. PETERSBURG 2021
ORLANDO 2021 WEST PALM BEACH 2021

Interlocals LHAP Expires Interlocals LHAP Expires

DUVAL JACKSONVILLE 2021

10 THE FLORIDA HOUSING COALITION | FLHOUSING.ORG
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New LHAP Due May 2, 2022

Counties LHAP Expires

BRADFORD 6/30/2022
CALHOUN 2022
CITRUS 2022
CLAY 2022
DADE 2022
FRANKLIN 2022
FLAGLER 2022
GILCHRIST 2022
GLADES 2022
HIGHLANDS 2022
HILLSBOROUGH 2022
HOLMES 2022
BOCA RATON 2022
CAPE CORAL 2022
COCOA 2022
DEERFIELD BEACH 2022
DELRAY BEACH 2022
DELTONA 2022
FORT LAUDERDALE 2022
FORT MYERS 2022
HIALEAH 2022
HOLLYWOOD 2022
LARGO 2022
LAUDERHILL 2022
MARGATE 2022
MELBOURNE 2022
BROWARD/CORAL SPRINGS 2022
TOWN OF DAVIE 2022
COLLIER/NAPLES 2022

tasks that AHAC members may undertake, but the
information presented in the guidebook focuses on
the AHAC's primary responsibility and only statutorily
required task of completing the triennial Housing Incentive
Strategies report.

Counties LHAP Expires

LEVY 2022
MARION 2022
MONROE 2022
OKEECHOBEE 2022
PALM BEACH 2022
ST. LUCIE 2022
SANTA ROSA 2022
SEMINOLE 2022
SUMTER 2022
VOLUSIA 2022
WALTON 2022
MIAMI 2022
MIAMI BEACH 2022
MIAMI GARDENS 2022
MIRAMAR 2022
OCALA 2022
PEMBROKE PINES 2022
PLANTATION 2022
PORT ORANGE 2022
PORT ST. LUCIE 2022
SUNRISE 2022
TALLAHASSEE 2022
TAMARAC 2022
TAMPA 2022
TITUSVILLE 2022
ESCAMBIA/PENSACOLA 2022
OKALOOSA/FT. WALTON 2022
OSCEOLA /KISSIMMEE 2022

Section 420.9076 (2), F.S., provides details on the AHAC
committee composition. The AHAC must have at least eight
members representing at least six categories identified in
the statute. However, local governments may elect to have
up to eleven committee members.

SHIP ADMINISTRATOR'S GUIDE 11
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AHAC members should be appointed by the governing
body of the local government but do not have to be
adopted by resolution. Representatives are to be selected
from the following categories:

(@) Citizen who is actively engaged in the residential
home building industry in connection with afford-
able housing.

(b) Citizen who is actively engaged in the banking or
mortgage banking industry in connection with
affordable housing.

(c) Citizenwhois a representative of those areas of labor
actively engaged in home building in connection
with affordable housing.

(d) Citizen who is actively engaged as an advocate for
low-income persons in connection with affordable
housing.

(e) Citizenwhoisactively engaged as a for-profit provider
of affordable housing.

(f) Citizen who is actively engaged as a not-for-profit
provider of affordable housing.

(g) Citizen who is actively engaged as a real estate
professional in connection with affordable housing.

(h) Citizen who is actively serving on the local planning
agency pursuant to Florida Statutes, Sec. 163.3174.

(i) Citizen who is residing within the jurisdiction of the
local governing body making the appointments.

(j) Citizen who represents employers within the
jurisdiction.

(k) Citizen who represents essential services personnel,
as defined in the local housing assistance plan.

Some individuals might have the experience to represent
more than one category, but they should only be counted
in one category. For example, a committee member may
have experience with both for-profit and nonprofit housing
development. However, thatindividual wouldbe considered
as the for-profit or the nonprofit provider, not both.

The SHIP Statute describes each category as “a citizen.”
The statute is not explicit about whether this is a resident
of the United States or resident of the city or county that
the AHAC serves. However, an effort should be made

to recruit representatives who reside in the applicable
city or county. The AHAC Report should document
any representatives who work within the jurisdiction but
reside elsewhere.

Builders, lenders, and realtors are often represented on the
AHAC. Builders who may be interested in volunteering
may be identified by contacting the local homebuilder’s
association, and realtors can be located by connecting
with a local realtor association.

There is a distinction between a representative “engaged
in residential home building industry” and a “representative
of those areas of labor actively engaged in home building.”
The first category can be filled by a local homebuilder
executive or may be a staff member of a nonprofit
development agency like Habitat for Humanity. By
contrast, “a representative of those areas of labor actively
engaged in home building” could include a rehabilitation
contractor, a subcontractor, an engineer, or an architect.

An “advocate for low-income persons” could be a staff
member of a local legal services office, a leader from a faith-
based group involved with affordable housing, or a com-
munity service organization related to affordable housing.

A "for-profit provider of affordable housing” might be an
owner or property manager for a rental property financed
with housing tax credits, the State Apartment Incentive
Loan program (SAIL), or other housing subsidies.

Local Government Program Staff

The local government program staff plays a support
role for the AHAC. First, staff must identify and recruit
committee members. The SHIP administrator must invite
potential committee members, document their eligibility,
and request their participation in fulfilling the duties of
the advisory committee. The local government staff must
also educate the advisory committee members about its
responsibilities. New committee members should receive
the SHIP governing document (Florida Statutes, Sec.
420.907-420.9079), found in the Appendix to this guide-
book, as well as local planning documents and policies.
The local government staff must also provide an orientation
to the current incentive strategies being implemented by
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the jurisdiction and an overview of the reporting require-
ments of the advisory committee.

The local government staff should collaborate with plan-
ning staff on land use, zoning policies, and practices. The
SHIP Statute states that “the advisory committee shall be
cooperatively staffed by the local government department
or division having authority to administer local planning or
housing programs to ensure an integrated approach to the
work of the advisory committee.” Generally, staff in these
positions have different areas of expertise. SHIP program
administrators usually hold positions in housing and commu-
nity development or neighborhood departments and have
regulatory or program knowledge that is unique to those
positions. Planning departments contain staff who have
formal education in areas like urban planning and have exten-
sive knowledge of land use and zoning laws. The majority
of the AHAC responsibilities falls more squarely within the
planning, building, and growth management departments.

The AHAC must review the jurisdiction’s comprehensive plan
and land development regulations and recommend actions
to encourage the creation of affordable housing units. This
role requires that staff have knowledge of land use issues
so that the committee can consider potential barriers to the
development of affordable housing and recommend regu-
latory reforms to overcome the barriers. The AHAC presents
an opportunity for a planning department’s housing section
to collaborate and meet the jurisdiction’s responsibility to
provide housing for all its residents.

The local governments should consider including staff
from the planning department as committee members.
This SHIP Statute suggests participation from “a citizen who
actively serves on the local planning agency”, but it also
notes that “if the local planning agency is comprised of the
governing board of the county or municipality, the govern-
ing board may appoint a designee who is knowledgeable
in the local planning process.” This is good justification
for arranging a planner to assist the SHIP administrative
staff in providing support to the AHAC and monitoring
the actions of the committee to ensure adherence to all
program requirements.

CHAPTER TWO

Roles and responsibilities of the AHAC

Sec. 420.9076 (4) of the Florida Statutes describes
the process for developing the AHAC Report. The key
role of the AHAC is to prepare the AHAC Report and
evaluate its implementation at least every three years.
The AHAC Report identifies incentive strategies and
recommendations for adoption by the local government.
The recommendations should seek to remove regulatory
barriers that limit the development or preservation of
affordable housing or drive up housing costs.

To fulfill this task, the advisory committee must first review
the local government’s existing policies and procedures,
ordinances, land development regulations, and the
comprehensive plan. Following the review, the committee
should recommend specific actions or initiatives to encour-
age affordable housing while protecting the ability of the
property to appreciate in value.

Actions the advisory committee can take include:

*  Modifying or repealing existing policies, proce-
dures, and regulations

* Creating exceptions applicable to affordable housing

* Adopting new policies or amendments to the local
comprehensive plan and corresponding regula-
tions, ordinances, and other policies.

Local Government Implementation

The advisory committee must approve the final AHAC
Reportbymajority vote and submititto the Florida Housing
Finance Corporation (FHFC) and the local government.
Upon receipt of the AHAC Report, the local government
has 90 days to amend its local housing assistance plan to
incorporate the adopted incentive strategies that it plans
to implement. Only two strategies are required in the
amended LHAP:

* Expedited permitting for affordable housing
projects; and

* Anongoing process for review, prior to their adop-
tion, of any local policies, ordinances, regulations,
and plan provisions that increase the cost of housing.
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The core requirement of the AHAC is to recommend hous-
ing strategies developed to incentivize the production of
affordable housing. Those recommendations are submit-
ted to the local elected body for approval. Upon adoption,
these recommendations become part of the Local Housing
Assistance Plan (LHAP). The SHIP program mandates that
all municipalities receiving SHIP funds establish local initia-
tives that foster affordable housing development. To guide
advisory committees, the SHIP Statute provides eleven
affordable housing incentives; each strategy must be consid-
ered by the AHAC. Florida Statutes, Sec. 420.9076 (4):

(@). Expediting processing approvals of development
orders or permits for affordable housing projects
over other housing projects.

(b). Modifying impact-fee requirements, including
reduction or waiver of fees and alternative methods
of fee payment for affordable housing.

(©).Allowing flexibility in densities for affordable
housing.

(d). Reserving infrastructure capacity for housing for
very low income persons, low income persons, and
moderate income persons.

(e).Allowing affordable accessory residential units in
residential zoning districts.

(f). Reducing parking and setback requirements for
affordable housing.

(9). Allowing flexible lot configurations, including zero
lot line configurations for affordable housing.

(h).Modifying street requirements for affordable
housing.

(i). Establishing a process by which a local government
considers, before adoption, policies, procedures,
ordinances, regulations, or plan provisions that
increase the cost of housing.

(j). Preparing a printed inventory of locally owned
public lands suitable for affordable housing.

(k). Supporting development near transportation
hubs, major employment centers, and mixed-use
developments.

Not all these incentives are equally important or relevant
to a particular SHIP jurisdiction. The two most important
incentives are the required two that must be adopted as a
threshold for receiving funding: (a.) expedited permitting
and (i.) establishing a process by which a local government
considers, adoption, policies, procedures,
ordinances, regulations, or plan provisions that increase the

before

cost of housing

Recommended Incentives and Approved
Incentives

Local governments must make sure that the incentives
listedinthe new Local Housing Assistance Plan submission
are incentives that have not only been approved by the
board of commissioners but are also actively available for
everyone to use.

Many of the incentives recommended by the AHAC
committee and approved by the board of commission-
ers may require amendments to existing ordinances, the
creation and approval of new ordinances, the passing of
resolutions, and other steps that may not make the incen-
tives available to developers or contactors at the time of
submission of the new Local

Housing Assistance Plan. Until the incentives have
completed the approval and implementation process, they
should not be listed in the LHAP. Once the local govern-
ment has completed the process for implementation and
the incentive is available for use, then the local government
can amend the LHAP to add the active incentives.

The Local Housing Assistance Plan

The LHAP is a document that will be made available to
the public. The document should be written clearly and
be easily understood by a general audience. The LHAP
is intended to outline to goals of the local government in
achieving its affordable housing goals. Local government
should limit the number of strategies to ensure that they
are meeting the most urgent needs of its residents.
Strategies that will not be funded (other than the disaster
strategy which must be included) should be left out of the
document. Consider staffing and funding when selecting
the strategies that will be carried out. Strategies that are
not part of the local government’s goals or are not likely to
be funded in any of the three years covered in the LHAP
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should be left out (disaster recovery is the exception).
Although the LHAP can be revised with strategies being
added or deleted, it may be useful to maintain LHAP
strategies and loan terms in a consistent manner from one
plan to the next. This helps the local government transfer
files from one fiscal year to another, without issues related
to different terms and awards between fiscal years.

Elements of the LHAP
The LHAP is broken down into 4 sections as follows:

Section |:  This section requires program detail informa-
tion for items A-V. Most of the sections in the template
contain information already filled out that is consistent with
the program rules and statutes or best practices. Local
governments completing the LHAP should review this
template language to ensure that they will comply with said
requirements and add or edit those sections that are not
consistent with program policies and procedures. Below
is a breakdown of each section and the requirements.

A. This section requests the name of the participating
local government that will be administering the SHIP
program. It also requests information on whether the
local government has entered into an interlocal agree-
ment. Local governments are encouraged to make the
most efficient use of their resources by cooperating to
provide affordable housing assistance. This canbe done
by combining funding through an interlocal agreement
betweento eligible jurisdictions. Section 67-37.011 ofthe
SHIP rule provides guidance for interlocal entities. SHIP
statute 420.9072 (5)(@a) states that local governments
may enter into an interlocal agreement for the purpose
of establishing a joint local housing assistance plan
subject to the requirements of ss. 420.907-420.9079.
The local housing distributions for such counties and
eligible municipalities shall be directly disbursed to each
county or eligible municipality and be administered in
conformity with the interlocal agreement providing for
ajoint local housing assistance plan.

Organizations that choose to enter into an interlocal
agreement must consider the following duties and
responsibilities and address them in the interlocal
agreement:

1. Program Management and Administration

CHAPTER TWO

Terms of the agreement

Trust fund

AHAC committee

Incentive Plan

Annual Report

Administrative costs

SHIP funds deposits and expenditures
9. SHIP single audits (share cost)
10. Cancellation and termination
11. Program income

12. Project/Participant selection
13. Files

14. Release of liens

©NOOR WD

An example of an interlocal agreement is provided in
Appendix 3.

B. Purpose of SHIP:

1. To meet the housing needs of the very low,
low and moderate-income households

2. Toexpand production and preserve
affordable housing

3. Tofurther the housing element of the local
government comprehensive plan. specific
to affordable housing.

C. Fiscalyears ofthe LHAP: AnLHAP cancoverl, 2 or 3

years. Most local governments develop a 3-year plan.

|dentifies the rules that govern the SHIP program:
The SHIP Program is established in accordance with
Section 420.907-9079, Florida Statutes and Chapter
67/-37, Florida Administrative Code.

Local Housing Partnerships: The SHIP Program
encourages building active partnerships between
government, lenders, builders, developers, real
estate professionals, advocates for low-income
persons, and community groups. Discuss how the
local government has partnered with organizations,
including for profit and non-profit organizations to
address the affordable housing needs of its residents

Leveraging of resources: The LHAP is intended to
increase the availability of affordable residential
units by combining local resources and cost saving
measures into a local housing partnership and by
using public and private funds to reduce the cost
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of housing. SHIP funds may be used to supple-
ment other Florida Housing Finance Corporation
programs and to provide local match to obtain
federal housing grants or programs. Consider how
the organization plans to leverage resources to carry
out the strategies outlined in the LHAP.

. Public Input: Describe how the local government
solicited public input on the LHAP. Input can be
obtained through face to face meetings with housing
providers, social service providers, local lenders, and
neighborhood associations. Public input can also
be obtained by placing a notice on the local govern-
ment website or advertising in a local newspaper.
The rule does not provide specific requirements for
soliciting public input for the LHAP.

. Advertising and Outreach: Local governments are
required to advertise SHIP funding availability in a
newspaper of general circulation and periodicals
serving ethnic and diverse neighborhoods at least
30 days before the beginning of the application
period. If funding is not available due to a waiting
list, notice of funding availability is not required.

Waiting List and Priorities: Local governments can
establish a waiting list when there are eligible appli-
cants for strategies that no longer have funding
available. The local government must describe how
it will maintain its waiting list. Since no advertising
is required when a local government has a waiting
list, the list should be kept as a record if the local
government does not advertise. A best practice isto
advertise at least once a year even if there is a waiting
list for one or more strategies.

In this section the local government will also discuss
which strategies contain a priority for serving certain
categories of applicants first. Consider using the exam-
ple provided in the sample LHAP as a guide to identify
priority needs with an emphasis on meeting the statu-
tory requirement for serving very low and low-income
household and households with special needs.

Discrimination in the administration of the program:
Refer to provisions of s5.760.20-/60.37. In addition,

consider any additional anti-discrimination laws and
ordinances that have been passed within the jurisdic-
tion or county and how they apply to the SHIP program.

Support and counseling services available within the
jurisdiction: Listall counseling or supportive services
that are available to those that participate in the SHIP
program.

Purchase Price and value Limits: The program rules
require that the jurisdiction establish the sales price
or value of new or existing eligible housing that
do not exceed 90% of the average area purchase
price in the statistical area in which the eligible
housing is located. Such average area purchase
price may be calculated for any 12-month period
beginning not earlier than the fourth calendar
year prior to the year in which the award occurs.
The local government can select the US Treasury
value limits which are provided on an annual basis
on the FHFC website at the following link http://
floridahousing.org/programs/special-programs/

ship-—-state-housing-initiatives-partnership-program/

purchase-price-limits or it can select to use the Local
Housing Finance Agency value Limits. For informa-
tion on how to determine the value limits for each
strategy go to F.S. section 420.9071(27). Value limits
apply to homeownership strategies and do not apply
to rental strategies.

. Income Limits, Rent Limits and Affordability: The rent

and income limits are updated annually when the
Department of Housing and Urban Development
provides new income limits. The income and
rent limits are posted on the FHFC website at the
following link: http://www.floridahousing.org/

owners-and-managers/compliance/income-limits

. Qualification system for sponsors that administer a

Welfare Transition Program: Sponsors that employ
personnel from the Welfare Transition Program must
be given preference in the selection process.

. Monitoring and First Right of Refusal: Any SHIP loan

or grantin the original amount of more than $10,000
is subject to annual monitoring and determination
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of tenant eligibility requirements. Tenant eligibil-
ity must be monitored annually for no less than 15
years or the term of assistance, whichever is longer.
If another entity such as FHFC is monitoring under
another program and provides the same monitoring
and determination required by the local government,
the SHIP jurisdiction may rely on such monitoring and
determination of tenant eligibility.

Eligible sponsors that offer rental housing for sale
before 15 years or that have remaining mortgages
funded under this program must give a first right
of refusal to eligible nonprofit organizations for
purchase at the current market value for continued
occupancy by eligible persons.

Administrative budget: A line-item budget of
proposed administrative expenditures must be
submitted as an exhibit. Section 420.9075 Florida
Statute and Chapter 67-37, Florida Administrative
Code, state that a jurisdiction is limited to 5% of its
distribution for administrative expenses unless the
local government passes a resolution that 5% is not
enough and it needs at least 10% of its distribution to
administer its program. It canalso use 5% of program
income to cover administrative expenditures.

Theresolutionmustbeattachedasanexhibit. Asample
resolution is provided at the following link http://
www.floridahousing.org/programs/special-pro-
grams/local-housing-assistance-plan-(lhap)/
lhap-template-and-exhibits.

Local governments that receive $350,000 or less
may use up to 10 percent of program income for
administrative costs.

. Program Administration: The jurisdiction may choose

CHAPTER TWO

charge to cover direct costs tied to specific activi-
ties. Most project delivery costs are associated with
rehabilitation projects and include hiring an outside
inspector to perform inspections and develop
assessments and estimates of required work (i.e.
work write-ups). The jurisdiction should list the fees
that will be paid or the percentage of project cost.
This amount should be reasonable and should not
exceed 2-5% of the contracted SHIP award. Local
governments that charge project delivery costs are
encouraged to include these as part of the amount
of the recorded mortgage and note.

Essential Service Personnel: This can include first
responders, teachers, nurses, or active military
personnel. Review the local government SHIP ordi-
nance or other local jurisdiction documents that may
already provide a definition for this group.

Incorporating Green Building and Energy Saving
products and processes within its programs. Ensure
that any item identified in the section is incorporated
into the work write up and program specifications.

20% Special Needs set-aside compliance: This set
aside can be met through various strategies including
owner occupied rehabilitation, emergency repair,
and rental assistance program. Local governments
can also partner with agencies that service special
needs clients to provide referrals.

. Effortsto reduce homelessness: This can be achieved

by working with agencies and service providers who
serve homeless populations. The local government
can also have strategies that provide direct assis-
tance to homeless populations.

Section II: Provides the detail of strategies and use of SHIP
to carry out its own program or it may contract a third

party such as a subrecipient or consultant to adminis-
terall ora portion of its program. Ifanother entity will
carry out all or a portion of the administration of the
program, the jurisdiction should identify the duties
that will be carried out by the entity.

funds that will be employed under the program. Each local
government determines the use of its SHIP funds based on
the strategies identified in the LHAP. A local government
can have one or several strategies based on need.
Consider the affordable housing needs that have been
identified within the jurisdiction and determine the best
strategy and design to meet those needs. Every jurisdiction
is different, and SHIP provides local governments with

R. Project Delivery Costs: These are costs in addition
to the administrative expenses that a jurisdiction may
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the flexibility to design strategies that will help address
the immediate affordable housing needs of its residents.
When selecting strategies, review the strategy codes
provided by FHFC. The strategy codes can be found at
http://floridahousing.org/programs/special-programs/
local-housing-assistance-plan-(Ihap)/lhap-template-and-
exhibits. When naming the strategy, use the strategy
name and code that most closely reflects the activity that
will be carried out by the local government. If the local
government is carrying out two similar activities, it may use
one strategy and include two or more codes to describe
the activity, or it can separate each activity and code. An
example would be a purchase assistance strategy that
is carried out with and without rehabilitation. It is up to
the jurisdiction to combine these two activities into one
strategy or have two separate activities.

For each strategy, provide specific detailed information.
When completing this section, limit the responses to the
question being asked. A key component in completing
this section is not to duplicate information that is required
within any section. This is helpful for several reasons. If
some section of the strategy needs to be changed, it will
only be changed in one place. It will not be necessary
to make several revisions within the document. It also
provides clarity and consistency between LHAPs. Below
is a summary of the section that must be completed within
the strategy section. Before completing this section,
please review the LHAP procedures in Appendix 4 the
LHAP strategy quick guide attached as Appendix 5 and the
sample strategies in Appendix ©.

a. Section A is the summary of the strategy. The
summary should be a concise description of the
strategy. Thisis not the place to list applicant selec-
tion criteria, loan terms, or income categories. In
this section the local government will provide
information that is not required or requested in any
other section of the strategy section. This section
will outline how the activity will be carried out.

b. Section B described the fiscal years that the activ-
ity will cover. Since most plans cover a three-year
period, each strategy should list those three years
consistently formatted as 2017-2018, 2018-2019,

2019-2020. Do not state “all years”. A local govern-
ment can limit the activity to 1, 2, or 3 fiscal years
covering the LHAP.

. Section C covers the income categories to be

served by the strategy. The local government
can choose to serve one or all income categories.
Strategies can serve very low, low, or moderate-in-
come households as well as households at 140% of
the median. Since SHIP requires a set aside for very
low and low, is not uncommon to see these cate-
gories in most if not all the proposed strategies. If a
specific income group is not funded for a strategy,
leave that group off and make sure it is consistent
with the housing delivery goals chart. Do not state
“allincome groups” or add any other requirements
in this section.

. Section D requires a maximum award amount.

A local government can set a maximum award
amount by income category or set a maximum
award for all applicants under the strategy. The
SHIP program allows jurisdictions the flexibility to
determine the amount needed within each strategy
to address the needs in their community. Local
governments should consider the cost of housing,
cost of construction, and material costs within the
jurisdiction to ensure that they can meet their goals
under the specific strategy. Maximum awards must
be listed clearly in the text of the plan by income
category as well as on the housing delivery goals
chart. Make sure these are consistent.

e. Section E describes the terms of the award. There are

six sections under terms that must be completed.
If providing funding to a developer who will later
sell a home to a homebuyer, staff must complete
this section for the terms that will be applied to
the assistance provided to the developer as well
as terms that will be provided to the homebuyer.
The first section addresses whether the assistance
is provided as a repayment loan, a deferred loan,
oragrant. The jurisdiction must decide if the assis-
tance will require monthly payments or if it will be
provided as a deferred loan or as a grant. If the
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applicant will provide monthly payments, the juris- the process for awarding funds. It may include a
diction should have a system in place to collect Request for Proposals or Request for Qualifications.
those payments or pay a company that will be

responsible for collection of monthly payments. h. Additional information. Use this section to provide
Deferred loans are the most common form of assis- additional program information that was not
tance. FHFC discourages the use of grants and will requested orincluded in prior sections. Avoid the
approve grants for a limited number of activities such use of repetitive language here.

as emergency repair, utility and security deposits,

foreclosure prevention, rent subsidies, and disas-  Section llI: Detail of Incentive Strategies approved by the
ter assistance. The second section of Section E  local government governing body

addresses the interest rate. The jurisdiction will list

the applicable interest that is tied to the assistance |, this section the local government will list the affordable
being provided. The mostcommoninterestrateis  hoysing incentives that were adopted by the governing
O percent. The third section willlist the number of 1,54y after they have reviewed the recommendations of
years of the affordability period/term of the loan.  he Affordable Housing Advisory Committee. In contrast
The local government must ensure program compli- 5 the LHAP strategies explaining which SHIP funds are
ance with the conditions of assistance during the  expended, incentive strategies reduce regulatory barriers
affordability period. Normally, the higherthe fund- 5 developing affordable housing in the community. They
ing amount, the longer the affordability period. The  gliminate or modify local requirements, policies, or fees
fourth section addresses forgiveness of the loan. 5 provide developers an incentive to develop affordable
Describe how the loan will be forgiven overthe  poysing. Ata minimum, local governments are required to

affordability period if the applicant complies with iy plement two incentive strategies: Expedited Permitting
all of the terms and conditions of assistance. The 319 Ongoing Review Process.

fifth section is repayment. If the loan must be paid
back in monthly payments, describe how those
payments will be made. The sixth section is default.
Describe what would constitute a default under the
terms of the written agreement. In many cases this

Section IV: Exhibits
There are eight possible exhibits that will be attached.
The first five listed below are required.

may include selling or renting the property. Exhibit A is the Administrative Budget for each fiscal
year covered in the Plan. If the plan covers three years,

f. Applicant Selection Criteria: Use this section to include three years of estimates in the administrative
describe the specific requirements for an applicant budget. Staffwillbeaskedto estimatetheadministrative

to receive assistance under the program. This is budget. Since the local government does not know
generally for the applicants that apply for assistance the exact amount of the SHIP allocation at the time
and should include a statement about “first-quali- that the LHAP is submitted, the administrative budget
fied first-served with the following priorities” and will be based on the last funding allocation that was
then list what groups are given priority based on received. Since the local government is limited to
income levels, special needs, etc. If the funds are a 10% administrative budget per year if approved by
being awarded to a developer to provide housing, resolution, the administrative budget estimate shall
please list those requirements under Section G. be based on 10% of the last distribution amount.
This number can be used to estimate the budget for

g. Sponsor/developer selection criteria: This section the next 3 years. Provide an estimate for salaries and
should only be completed if awarding funds to a benefits, office supplies and equipment, travel per
sponsor/developer of housing. This should detail diem workshops, advertising, and other expenses.
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All "other" expenses need to be detailed here and
are subject to review and approval by the SHIP review
committee. Project Delivery Costs that are outside of
administrative costs should not be included here but
must be detailed in the LHAP main document.

Exhibit B. Timeline for Estimated Encumbrance and
Expenditure

The required timeline for commitment and
expenditures for each fiscal year is provided with the
template. This page also provides guidance onrequest
for expenditure extensions. Requests for Expenditure
Extensions (close-out year ONLY) must be received by
FHFC by June 15 of the year in which funds are required
to be expended. The extension request shall be
emailed to robert.dearduff@floridahousing.org and

terry.auringer@floridahousing.org and include:

1 A statement that “(city/county) requests an
extension to the expenditure deadline for fiscal year

2. The amount of funds not expended

3. The amount of funds not encumbered or has been
recaptured

4. A detailed plan of how/when the money will be
expended

An extension to the expenditure deadline (june 30) does
not relieve the requirement to submit the annual report
online by September 15 detailing all funds that have been
expended. The local government should email Terry.
auringer@floridahousing.org when they are ready to
submit the annual report.

Exhibit C. Housing Delivery Goals Chart (HDGC): The local
government must complete a HDGC for each fiscal year
covered by the plan. This chartis also based onan estimate
ofthe last allocation received by the local government. The
chart should include expenditure estimates per strategy
for each of the fiscal years and for each income group. List
the maximum award for each strategy and the projected
units to be assisted by income group. The top portion
outlines the goals consistent with the required set asides

projected under homeownership including meeting the
organization's construction and rehabilitation set asides.
The total projected expenditures under homeownership
cannot be less than 65% as required by rule.

The second part of the HDGC requires the same estimates
for rental activities. Include maximum awards and estimates
for activities that help meet the construction and repair set
asides as applicable.

In the third section, the local government will estimate the
administrative expenses for each fiscal year. These should
match the administrative budget and cannot exceed 10% of
the distribution and 5% of the estimated program income.
Jurisdictions should also list any funds to be set aside for
housing counseling activities in this section.

The grand total should equal 100% of the distribution
plus estimated program income.
construction rehab should not be less than the required
75% of the distribution. Include the maximum purchase
price limits based on the Treasury or HFA numbers. If the
local government has stated a lesser amount in the LHAP,

The percentage of

that value should be reflected here.

The allocation estimate section requires a projected
estimate of the very low, low, and moderate-income
households served by dollars amounts. The percentage
will be calculated for the jurisdiction and should be
consistent with the total funding for activities.

In the final section, the local government will estimate the
total funds available including the projected distribution,
program income, and recaptured funds for each fiscal year.
The maximum program income for administration cannot
exceed 5% of the estimated program income.

ExhibitD. Signed LHAP Certification: The local government
is required to submit a certification of compliance with the
program signed by the chief elected official or its designee.
The certifications should be the final copy with all required
signatures including witnesses or “attest” seal.
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Exhibit E. Signed, dated, witnessed or attested adopting
resolution: Each LHAP submitted for final approval must
have a passed resolution. FHFC provides a resolution
template on their website that incorporates all the required
language. The local government should use this template
to prepare the resolution for adoption of the LHAP.

Exhibit F. Ordinance: (If changed from the original creating
ordinance)

New SHIP communities are required to adopt an ordinance
establishing 1. Creation of a local housing assistance trust
fund as described in s. 420.9075(6); 2. Adoption by
resolution of a local housing assistance plan as defined in's.
420.9071(14) to be implemented through a local housing
partnership as defined in's. 420.9071(18); 3. Designation of
the responsibility for the administration of the local housing
assistance plan. Such ordinance may also provide for the
contracting of all or part of the administrative or other
functions of the program to a third person or entity.; and
4. Creation of the affordable housing advisory committee
as provided in s. 420.907/6. Jurisdictions that amend the
existing ordinance must submit the amended ordinance as
an exhibit.

Exhibit G. Interlocal Agreement: Jurisdictions that enter
into an interlocal agreement must attached a copy of the
executed interlocal agreement as an exhibit.

LHAP Amendments

Once an LHAP is submitted to FHFC it can be amended.
An amendment means that the local government is
adding a new strategy or deleting an existing strategy.
Amendments must be approved by the FHFC committee.
For specific instructions on the amendment process
go to:
source/programs/special-programs/lhap/template-and-
exhibits/80-lhap-amendment-procedures.pdf?sfvrsn=2.

http://www.floridahousing.org/docs/default-

Local governments can also make a technical revision to
an existing strategy. A technical revision means a change
to an existing strategy. An example would be increasing
the maximum award amount within an existing strategy.
Allamendments and technical revision must be submitted
to FHFC for approval.

CHAPTER TWO

LHAP Submission to FHFC

Local government staff completing the LHAP who have
questions can contact the FHFC SHIP administrator with
specific questions related to the LHAP prior to submission.
Local governments can also call the FHC hotline at 1-800-
677-4548 available Monday through Friday from 8:30-
5:00 or e-mail the technical assistance team at info@
flhousing.org for assistance preparing the LHAP.

The Plan submission will be completed according to one of
the following options:

1. The plan is submitted for formal review. This requires
all documents required in the LHAP including a fully
executed certification and resolution to be submitted
electronically by May 2nd.

2. The planis submitted for conditional review. This
requires all documents in the LHAP be submitted
electronically except for the certification and
resolution adopting the plan. If submitting the plan
for conditional review, staff will not receive final
approval of the plan until FHFC receives the executed
certification and resolution with the final document.

Local governments are strongly encouraged to submit
their plans for conditional reviews. Conditional reviews
allow the local government to receive feedback on the
proposed strategies prior to presenting the final plan
to their commission for adoption by resolution. A plan
submitted for conditional review on or before May 2nd has
met the submission deadline requirements.

LHAPs must be submitted on the most current forms found
on the FHFC website. Do not begin a new LHAP using
the prior LHAP template. LHAPs submitted on out-of-date
forms or in incorrect format will be rejected. Following
instructions carefully when submitting the plans will greatly
improve the timing of the review and approval process.

1. All documents shall be submitted electronically to FHFC.
No hard copies will be accepted. Do not mail copies of
the electronic submission. 2. For initial submissions prior
to May 2nd, please submit documents in their current file
format (word, excel). Do not submit the document in a PDF
format until after it is approved and finalized. 3. Do not
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send resolutions or certifications that are not executed. 4.
In the subject line of the email, please type the following
information: Local government name, LHAP2018-2021,
or the applicable fiscal years. 5. In the email please state:
“Please find attached the LHAP for Fiscal Years 2018-
2021. This plan is being submitted for (formal, conditional)
review.” 6. Submit to robert.dearduff@floridahousing.org.

Once the Review Committee has reviewed a plan, the
jurisdiction’s SHIP administrator will receive a notice back
from FHFC staff of one of the following decisions:

1. Approved with no comments. If the LHAP is
approved with no comments, combine all final
documents into one PDF document in the proper
order according to instructions provided under final
submission procedures. Title document “<local
government>201/-2020LHAPFINAL. In Subject line
of the Email, list the following: Local Government,
LHAP2017-2020FINAL. In the body of the e-mail
state “Final LHAP”. Submit to final document to
robert.dearduff@floridahousing.org.

2. Approval with Comments. This is a conditional
approval pending the submission of any required
documents. When resubmitting the document, in
the body of the email state, “Please find attached the
revised approved LHAP incorporating comments”
and explain any recommendations from the review
committee that were not accepted and why.

3. Notapproved. The local government will be
required to make changes to the LHAP based on the
comments of the review committee, and then follow
the steps above for resubmission for review.

4. Approval Withheld. [f staff receives an email stating
that an approval is withheld, follow instructions in
the email from FHFC related to providing additional
information or making required changes due to not
meet statutory or program rule requirements. Contact
FHFC staff to discuss any specific issues or concerns.
Request technical assistance from FHC if necessary.
FHFC may provide one or several hours of technical
assistance to help with the completion of the plan.
The local government will need to resubmit its plan
according to Initial Submission Procedures. Ifthe

plan is being resubmitted, state in body of the email
“Please find attached a revised LHAP for review”.

Final Submission Tips

Once the LHAP has been approved by FHFC and the
local city or county commission, it is time to submit the
final document.
all the documents, forms, and exhibits into one PDF.
There is no cover letter required. The first document in
the PDF should be the LHAP, followed by the exhibits,
the certification, resolution, and any other required
documents as outlined on the exhibit page. The
certification must be signed including witnesses or
having an attest seal, and the resolution shall be a copy of
the final signed and executed resolution.

The final document should combine
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CHAPTER THREE

CHAPTER THREE:

Set-Aside Requirements

The SHIP Rule and Statute include set-aside requirements that dictate how SHIP funds must be spent. Complying
with these rules significantly shapes what can and cannot be done with SHIP funds.

Section 420.9075(5) of the SHIP Statute includes the first ~ or helps an existing homeowner. By contrast, eviction
four set-asides: prevention, repairs to a group home, and rent deposit
assistance are examples of strategies that are not

1. At least 65 percent of the funds made available in homeownership-related. These strategies, as well as

each county and eligible municipality from the local SHIP funds spent on housing counseling, do not comply

housing distribution must be reserved for home with the Homeownership Set-Aside.

ownership for eligible persons.

2. At least /5 percent of the funds made available  Compliance with both the Construction/Rehabilitation
in each county and eligible municipality from the  set-aside and Homeownership set-aside is calculated as
local housing distribution must be reserved for 3 percentage of the sum total of the allocation plus recap-
construction, rehabilitation, or emergency repair of  tured funds. Recaptured funds are not a common source
affordable, eligible housing. of SHIP revenue. These funds are defined as repayments

3. At least 30 percent of the funds deposited into the  thata SHIP jurisdiction receives if it provides SHIP funding

local housing assistance trust fund must be reserved for housing projects that ultimately do not produce eligi-
for awards to very-low-income persons or eligible ble housing and must be paid back. Consider, however,

sponsors who will serve very-low-income persons  that several communities receive a significant amount of
and at least an additional 30 percent of the funds  Programincome, which they also spend on homeowner-
deposited into the local housing assistance trustfund ~ ship and/or construction or rehabilitation activities. As a

must be reserved for awards to low-income persons  result, itis common in many jurisdictions that the percent-

or eligible sponsors who will serve low-income  age of compliantactivities exceeds 100 percent of the Trust
persons. Fund (defined as the allocation plus recaptured funds). This
illustrates an important lesson about program income: it
4. Atleast 20 percent ofits funds deposited into the local b . brog )
) i ) may be expended on activities that do not comply with
housing assistance trust fund must serve persons with
special needs as defined in's. 420.0004, F.S. The first

priority of these special needs funds must be to serve

the homeownership or the construction/rehabilitation
set-asides. Staff in SHIP jurisdictions that receive signifi-

cant amounts of program income may dedicate it to a
persons with developmental disabilities as defined prog y

in s. 393.063, F.S. which an emphasis on home
modifications, including technological enhancement

rental project, which is a type of SHIP assistance that is
significantly limited since most funds must be spent on
) ) . ) homeownership activities. Program income is discussed
as devices, which will allow homeowners to remain . -
) . ) o . in detail in the Annual Report chapter.
independent in their homes and maintain their

h hip.
omeownership Highlight this sentence from the last paragraph: “Program

Homeownership Set-Aside Income may be expended on activities that do not comply
At least 65 percent of an allocation plus any recaptured  with the homeownership and the construction/rehabilita-
funds must be expended on activities that are related  tion set-asides.”

to homeownership. SHIP activities including purchase

assistance, owner-occupied rehabilitation, or foreclosure ~ Construction/Rehabilitation Set-Aside
prevention comply with this set-aside. In each case, this At least 75 percent of the SHIP allocation plus any
type of assistance either produces new homeowners  recaptured funds must be expended on activities that
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either newly construct or repair housing. Calculate
compliance with both the Construction/Rehabilitation
set-aside and the Homeownership set-aside based on the

sum total of allocation plus recaptured funds.

Recaptured funds are not a common source of SHIP
revenue. These funds are defined as repayments that a
SHIP jurisdiction receives if it provides SHIP funding for
housing projects that ultimately do not produce eligible
housing and must be paid back. The method to calculate
compliance with the Income Set-aside, on the other hand, is
calculated based on the total of all sources of SHIP revenue,
including carry forward funds and program income.

Owner-occupied rehabilitation is the most common SHIP
strategy, and is a main method employed by SHIP staff to
comply with this set-aside. Other examples that comply:

e SHIP funds involved with building homes to sell to
first-time buyers

e SHIP funds that partially finance rental housing new
construction or repair

* Paying a homeowner's property insurance deduct-
ible to recover from disaster-related damage

Set-aside compliance is interpreted broadly. To illustrate
this, consider how the Construction/Rehabilitation set-
aside affects SHIP funds spent on purchase assistance.

New construction purchase:
Construction/Rehabilitation set-aside is easily documented
in cases when a newly constructed home is purchased
since this type of SHIP assistance is considered a new
construction activity.

Compliance with the

Existing home purchase with repairs: When SHIP assists
with the purchase and repair of an existing house, all the
SHIP funds involved count towards the Construction/
Rehabilitation set-aside.
funds are used to repair an existing house as it is being
purchased, because set-aside compliance is broadly
interpreted, these SHIP funds may also comply with the
Construction/Rehabilitation  set-aside if SHIP staff can

In other cases, when no SHIP

document that another source of funding, i.e. the seller, the
buyer, CDBG funds, or some other source paid for repairs
12 months before or after the house sale.

Existing home purchase, no repairs: There are occasions of
existing home purchase where none of the parties involved
have paid for repairs since some existing homes are in
good condition and no repairs are necessary. Although
SHIP may help to pay for such homes, staff should limit
this type of assistance, since it does not comply with the
Construction/Rehabilitation set-aside.  Very little SHIP
money is available to help buy existing homes that do
not need repairs. After spending /5 percent of SHIP in a
manner that complies with this set-aside, and another 10
percent on administration, only 15 percent of the allocation
and program income remain for SHIP assistance that does
not comply with this set-aside.

Examples of other activities that do not comply with the
Construction/Rehabilitation set-aside using SHIP funds
include rent or utility deposit assistance, foreclosure
prevention, and housing counseling.

Income Set-Aside

A minimum of 30 percent of the funds deposited into the
local housing assistance trust fund must assist very low-
income households. At the same time, 60 percent of all
funds deposited in the housing trust fund must assist very
low and low-income persons. Although the SHIP statute
mentions 30 percent for very low-income and another
30 percent for low-income persons, there are many
combinations that fulfill this set-aside requirement. Since
the combination of very low or low-income persons must
add up to 60 percent, this could be achieved with:

e 30% very low-income PLUS 30% low-income

e 45%very low-income PLUS 15% low-income

*  ©60% very low-income PLUS 0% low-income

In all these cases, at least 30% is designated for very low-
income, which is fundamental to compliance. For this
reason, you would not comply if 15 percent was spent
on very low-income while 45 percent was spent on low-
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income persons. Unlike the Homeownership set-aside and
the Construction/Rehabilitation set-aside, compliance with
the Income Set-aside is calculated based on the total of all
sources of SHIP revenue, including carry forward funds and
program income.

The income set-aside must be considered when screening
new applicants. The SHIP program could not help a
moderate-income applicant in a scenario where a local
jurisdiction’s funds are nearly depleted, but 60 percent of
SHIP funds have not yet been spent on very low and low-
income households.

After fulfilling the income setaside and spending
administrative funds, the remaining amount of the
allocation may assist moderate income households. In
addition, applicants at even higher incomes may be
assisted with the remaining funds. A SHIP jurisdiction may
request that the FHFC authorize a strategy to assistance
households with income at 120 to 140 percent of the area
median income (AMI).

There is not a “Set-Aside” requirement to assist a specific
number of Extremely Low Income (ELI) households. They
are part of the larger group of Very Low Income (VLI)
SHIP recipients, and the Income Set-Aside requires at
least 30 percent of all SHIP funds to be dedicated to VLI
households. The SHIP tracking spreadsheet (discussed in
the Annual Report Chapter) includes columns for collecting
information about ELI households, as well as households
with incomes from 120 to 140%.

Special Needs Set-Aside

A minimum of 20 percent of the SHIP allocation (starting
with the FY 13/14 allocation) must be used to serve
persons with special needs as defined in § 420.0004,
Florida Statutes. Section 420.9075(5) of the SHIP Statute
addresses the special needs set-aside:

(d) Each local government must use a minimum of
20 percent of its local housing distribution to serve
persons with special needs as defined in s. 420.0004,
F.S. A local government must certify that it will meet
this requirement through existing approved strategies

CHAPTER THREE

in the local housing assistance plan or submit a new
local housing assistance plan strategy for this purpose
to the corporation for approval to ensure that the
plan meets this requirement. The first priority of these
special needs funds must be to serve persons with
developmental disabilities as defined in s. 393.063,
with an emphasis on home modifications, including
technological enhancements and devices which will
allow homeowners to remain independent in their
own homes and maintain their homeownership.

The first priority of this 20 percent setaside is to serve
homeowners with development disabilities by providing
home modifications.  Although there is a priority for
with  developmental disabilities, the
fundamental requirement is to document that 20 percent of
the allocation is spent providing rental or homeownership
assistance to households that include one or more
household members with special needs. Several types of
special needs households are listed in section 420.0004 of
the Florida Statutes:

homeowners

* Anadult person requiring independent living
services in order to maintain housing or develop
independent living skills and who has a disabling
condition under s. 420.0004(7), Florida Statutes;

* Avyoung adult formerly in foster care who is eligible
for services under s. 409.1451(5);

¢ Asurvivor of domestic violence as defined in s.
741.28; or

* A person receiving benefits under the Social
Security Disability Insurance (SSDI) program or the
Supplemental Security Income (SSI) program or
from veterans’ disability benefits.

“Developmental Disabilities” and “Disabling Condition”
are both central to this topic, and they are also defined in
the Florida Statutes:

Developmental Disabilities defined in s. 393.063,
Florida Statutes

A disorder or syndrome that is attributable to
retardation, cerebral palsy, autism, spina bifida, or
Prader-Willi syndrome; that manifests before the age
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SPECIAL NEEDS EXERCISE:

Identify which of the
following applicants are
special needs.

Applicant A: An elderly
applicantisin good
health, mobile, capable
of driving and living on
her own at 68 without
any independent living
support.

Applicant B: A rehab
applicant has a letter
from the local Center

for Independent Living
offering him independent
living support. His
rehabilitation assistance
will notinclude
accessibility-related
renovations.

ANSWERS: Applicant
A'is not special needs.
Elderly individuals are
not mentioned in the
special needs definition.
However, a frail elderly
person is special needs if
he or she has a disabling
condition and receives
independent living
supports.

Applicant B is special
needs; any type of SHIP
assistance received
counts towards the 20%
set-aside.

of 18; and that constitutes a substantial handicap that can reasonably be
expected to continue indefinitely.

Disabling Condition defined in s. 420.0004(7), Florida Statutes
Disabling condition means a diagnosable substance abuse disorder, serious
mental illness, developmental disability, or chronic physical illness or
disability, or the co-occurrence of two or more of these conditions, and a
determination that the condition is:

(@) Expected to be of long-continued and indefinite duration; and

(b) Not expected to impair the ability of the person with special needs to
live independently with appropriate supports.

Methods of Achieving Compliance with the Special-Needs
Set-Aside

Using Targeted Strategies

Although some SHIP offices comply with the set-aside using the primary
strategies in their LHAPs, others have adopted separate strategies targeted to
special needs populations. Some strategies are designed to repair or construct
group homes for individuals with developmental disabilities, wounded veterans,
youth formerly in foster care, or other special needs groups.

Supportive Housing

Most often, property management functions are completely separate from
supportive services functions, so that participation in services is not a condition
of tenancy. The support services received by individuals with developmental
disabilities are essential to help them to live integrated and independently in the
community.

Homeless Assistance

Homeless individuals are not mentioned in the special needs definition, but
some count as special needs applicants if they have a disabling condition or
mental iliness, are a survivor of domestic violence, or meet some other criterion
in the definition. SHIP may assist homeless households with ‘rent subsidies’
through a rapid rehousing strategy. Some of this SHIP assistance will likely be
provided to special needs households.

Documenting Special Needs Status

SHIP staff must collect documentation to show that a household meets some
part of the special needs definition. The document “Guidance about Special
Needs Documentation” is included as Appendix 7 and summarized here.
In many cases, SHIP staff may document a household'’s special needs status
through a brief letter from an agency that provides support services to the
special needs household member. This is expected to be a community service
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provider or managing entity that is under contract with the
Department of Children and Families or a Local Center
for Independent Living (CIL). The letter may simply state
that the agency provides the household member with
services related to their special needs. In some cases,
the household will be receiving financial assistance
connected to their special needs. The financial assistance
must be documented and counted when determining
income eligibility, and this same documentation proves
that the household is special needs.

CHAPTER THREE

Additional Information

This subjectisaddressed inthe Florida Housing Coalition’s
publication “Housing in Florida: A Resource Guide for
Individuals with Developmental Disabilities” available on
the FHC website. “Housing in Florida” features several
examples of SHIP assisting persons with developmental
disabilities.
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Steps in the Assistance Process

This chapter offers guidance related to some common types of SHIP assistance. Itidentifies decisions to be made
and partners to work with along a chronological schedule of SHIP staff tasks. Rehabilitation and Purchase Assistance
are the first two types of assistance included, since they are the most common. Additional guidance on these two
housing strategies is included on the chapter on SHIP for Homeownership Housing.

Steps in the SHIP Eligibility Determination
Process

It is important to first address the steps of the process to
determine eligibility since this always proceeds any SHIP
assistance. These steps make up the ongoing activity that
SHIP staff must undertake for each SHIP application regardless
of the time of year when it is received.

Pre-screening: The process starts when potential
applicants call or visit the SHIP office. Staff provides
information about what assistance is available and
assesses if SHIP can address a household’s housing
need. |If so, staff completes a preliminary eligibility
assessment, and may encourage an applicant to
schedule an appointment. Alternatively, some visitors
may be referred elsewhere. For example, renters
may be referred to the public housing authority, the
website floridahousingsearch.org, or the Continuum
of Care entry point.

Application: Staff invites the applicant to the office
to complete the application and collect information
about the household members and sources of income
and assets. The application must be signed by all
adult household members. Staff must confirm that
those signing understand that a SHIP file is a public
record. Several documents commonly accompany
an application, including a release of information form,
a copy of a warranty deed, another proof of property
ownership (for home repair), documentation of the
number of dependents, and proof of hazard insurance
(for home repair).

Income Qualification: Only households determined
to be income eligible may receive SHIP assistance.
Most often, SHIP staff use the income calculation
process written in the HUD Handbook 4350.3.
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Chapters 3 and 5 of the handbook address how
to verify sources of income and assets and how to
calculate household income estimated to be earned
in the next 12 months. Staff should receive regular
income training to help ensure ongoing familiarity
with calculating housing income. These calculations
must account for all sources received from outside the
household, including income from assets. Staff must
calculate the amount of each income source to the
penny, without rounding any amounts.

Certification: After verifying thata household’sincome
is at or below the levels on the income limits chart,
SHIP staff and all adult household members will sign
an income certification form. (aka RIC for Residential
Income Certification). Copies of the Homeownership
RIC and a RIC for rental assistance are available in
Appendix 8.

This document becomes effective on the date when the
last required signature is obtained. The form indicates
that the applicant is eligible and allows for SHIP
assistance to be provided within the next 12 months.
The first page of the RIC contains a field where staff
indicate which SHIP allocation paid for the assistance.

Record SHIP Mortgage: As a best practice, Staff

should record the SHIP recapture agreement before
providing home repair assistance. This agreement is
typically a mortgage and note recorded against the
property being assisted.

Provide SHIP Assistance: The steps in this process
must be completed for each SHIP recipient. The
amount of time required to complete assistance varies
greatly from one strategy to the next. For example,
it may take less than a week to provide rent deposit
assistance to tenant applicants. Conversely, it may
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take weeks for a contractor to complete repairs for a
SHIP rehabilitation strategy applicant.

File Close Out:
provided to each eligible household. Before a case is
closed, a supervisor or other SHIP staff person should
serve as a second set of eyes to confirm if all required
documents are present and if all required signatures

In the end, SHIP assistance is fully

have been obtained. Use the file documents checklist
in Appendix 9 to confirm that all required materials are
present. Once a close out review is complete, the file
is closed and this SHIP record is saved according to
the SHIP record retention policy. The record retention
requirements for the SHIP Program are outlined in the
State of Florida General Records Schedule for State
and Local Government agencies, which is available
at the Florida Department of State’s website www.
dos.state.fl.us. Click on the link for “Library and Info.
Services”. Keep SHIP files for five years after the loan
has been released or satisfied, provided audits have
been released for the SHIP distribution that funded the
assistance. For example, an applicant is assisted with
11/12 funds in July 2011. These funds will be audited
in 2014. However, the applicant has a SHIP assistance
loan that is forgiven in 2021 at the end of 10 years.
Retain the applicant’s file for an additional five years,
until the year 2026.

Residential Rehabilitation
Steps in the Rehabilitation Process
1. Application is received

2. Applicantis income qualified
3. Anaward letteris issued
4

The inspector performs an inspection and develops
a work write-up

5

The work write-up is approved by the homeowner
6. The workis out to bid

7. The work is awarded to the lowest bidder
responsible and responsive bidder

8. Contracts are signed
9. Document are recorded

10. Partial payments are issued

11. Final inspection Is performed

12. All punch list items completed, releases and
warranties are submitted

13. Final payment is issued

14. Project file is closed out
Details on some of the steps are included below.

Conduct Initial Inspection

The initial property inspection is a very important step
in the rehabilitation construction process. In the initial
inspection, therehabilitation specialist(localgovernment's
designated construction expert) visits the property
and identifies deficiencies to be corrected to bring
the property into compliance with local rehabilitation
standards and codes. Complete the following steps:

* Explain the steps of the inspection and construc-
tion process to the homeowner.

¢ Discuss owner, contractor, rehabilitation
specialist, and housing administrator roles and
responsibilities.

*  Perform a thorough inspection of the exterior of
the home.

e Perform a careful room-by-room inspection of the
interior of the house.

* Oncetheinspections are completed, review the
property inspection checklist and notes with the
owner. Discuss and add any immediate concerns
of the owner that were not included in the notes.
Use all this information to develop the work
write-up.

Every inspection should at a minimum cover the following
items:
* Attic-Types and adequacy of insulation and
ventilation, fire hazards, cause of delaminating roof
sheathing, signs of leakage, code violations

* Interior Rooms — Check for damaged or cracked
walls, floors, ceilings, trim, settlement problems
(floors not level, sagging sections), electrical
outlets in disrepair, inadequate heat source, inop-
erable fireplace, damaged windows; plumbing
fixtures—low water pressure/flow, poor drainage,
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leakage, improper venting, faulty shower lead pan,
cracked tile joints

Basement/Crawl| Space - Foundation—settlement,
cracked walls, deteriorated mortar joints, cause
of dampness, need for dehumidifier, signs of
water seepage, termite and rot, deterioration of
wood-framing members, need for insulating and
venting

Roofs - Types of materials used on pitched and flat
roofs, detecting problem conditions, life expec-
tancy, control of moisture buildup, damaged fascia
boards and overhang

Roof-Mounted Structures and Projections - Types
of Chimneys —, deterioration, leakage, faulty flash-
ing; vent stacks—problem conditions, leakage;
roof vents, hatches, and skylights; TV antennas—
properly secured and grounded; gutters and
downspout—types, leakage, problem conditions

Paved Areas Around the Structure - Walks, steps,
patios, and driveway—settlement and deteriora-
tion, hazardous conditions, drainage problems

Walls, Windows and Doors - Types of walls (wood
frame, veneer, masonry), types of exterior siding,
problem conditions; types of windows (inopera-
ble, broken glass, broken window, broken locks),
doors (rotted, warped from water damage, broken
locks, missing weather-stripping) storm windows
(rotted, broken locks missing glass), screens (torn
or missing), need for caulking

Wood-Destroying Insects and Rot - Termites,
carpenter ants, etc.

Electrical System - Adequacy of inlet electrical
service, grounding, circuit breakers versus fuses,
problems with aluminum wiring, knob-and-tube
wiring, low-voltage wiring, code violations

Plumbing - Water supply, distribution, drainage
system, lead inlet pipe (a potential health hazard),
type of pipes—copper, brass, iron, or plastic, low
water pressure/flow, outside faucets including
backflow preventers, vented sink traps, castiron
pipes, septic systems, sewer connections, washer
connection to sewer, well-pumping systems
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Heating System - Adequacy of capacity, proper oil
burners, gas burners, electric heating unit

Water Heaters - Adequate capacity, proper installa-
tion, life expectancy

Air Conditioning - Adequate capacity, proper
system operation, proper installation

Prepare Work Write-up and Cost Estimate
A work write-up which provides a room-by-room detailed

description of specific repairs and measurements should

be prepared by the rehabilitation specialist. This write-

up should be in conformance with locally adopted

construction specifications. A cost estimate for each item
on the work write-up is a necessity, although the cost
estimate should never be given to contractors who wish
to bid on the project. A number of automated computer
programs have been developed for this task, although
some communities have developed a satisfactory system
using spread sheet software. The most critical aspect of
this step is providing measurements and detail.

Staff must prioritize repairs. They can emphasize repairs
that increase the useful life, safety, and energy efficiency
of a building, including:

Repair structural defects

Upgrade fire egress, smoke detectors, GFCI
outlets and fire ratings of finishes

Address health hazards (lead, asbestos, mold)

Repair the building envelope (roof repair/replace-
ment, windows, doors)

Add insulation, reducing air infiltration
Upgrade electrical systems

Replace deficient plumbing and mechanical
components

Replace inefficient equipment—old refrigerators,
stoves, water heaters, heat and air units

Work Write-up is Approved by the Homeowner
The work write-up is developed and agreed to by the
homeowner in writing before the pre-bid meeting

and walkthrough with the owner,

inspector, and

contractors interested in bidding on the project. The
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use of a well written, detailed work write-up is one of
the most important tools of the rehabilitation program.
A well written work write-up prevents confusion on the
part of contractors regarding the quality of work to be
performed, or the materials and methods for performing
it. The use of standard measurements and products
ensures consistency in the bidding process. The work
write-up also provides the basis for estimating project
costs. Good work write-up specifications always contain:

* Scope of work

* Estimated quantity of each product to be installed
* location of installation

* Special conditions

* |Installation methods

*  Quality of products to be used

Locate Contractors to Put Work Out for Bid

It is common for a local government to maintain a list of
qualified contractors that are willing to bid on units as
they become available throughout the year. The two main
advantages of maintaining such a list over the customary
request for bids are the ability to prequalify contractors
and the time and money saved from advertising. The
local government can find contractors by advertising in
trade publications or posting fliers in the local building
department.
jurisdiction providing licenses, insurance and references,
along with any partnership or sub-contractor information.
This allows the jurisdiction time to review and verify
insurance and licensing information with state or local
building offices, uncover any complaints, fines or remedies
and callallreferences. Usingalist of prequalified contractors
reduces instruction and advertising time. Contractors soon
learn program requirements, offer construction solutions,
and require fewer change orders making the entire process
manageable for the Rehabilitation Specialist.

Interested contractors apply with the

Advertise at least once a year for contractors and make
flyers available throughout the year to encourage and allow
participation by new contractors.

Send Bid Package
Bid packagesshould be preparedand sentto participating

contractors a minimum of three weeks prior to the bid
opening -- especially if a pre-bid walk through will be
required. Contractors need time to obtain cost estimates
from sub-contractors and prepare their estimates.
Contractors should have all of the information they need to
provide a valid cost estimate. Bidding instructions should
be clearly outlined including whether the bid is sealed
and when and where the bid should be submitted. Also
explain what will disqualify a bidder. The bid should state
the requirements for an acceptable bid so contractors
do not waste their time bidding if they do not meet the
minimum qualifications. A bid package should include
the following:

* Complete bidding Instructions

* Aninvitation to bid

*  Aworkwrite-up

*  Anyamendments to the work write up

* Address and description of the property
* Asite plan and floor plan

* Abidsheet

* An anti-collusion affidavit

*  Any certifications required by the purchasing
department or program

Bid packages can be made available at an advertised loca-

tion and time or sent directly to the prequalified contractors
who have a history with the local program. The bid pack-
age should also include information on contractor licensure
requirements, the work write-up, the local government
contact for the project, and the time and date of the pre-bid
walk-through conference.

Conduct Pre-bid Conference and Walk-through with
Contractors and Homeowner

Before the deadline for accepting bids, a walk-through of the
unit should be conducted with the interested contractors
and the homeowner. At thistime, contractors can ask specific
questions about the expected work, and make suggestions
for improving or clarifying items on the work-write-up. The
homeowner should be present, so that his concerns and
expectations can be adequately addressed before work
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commences and so that he is aware of and concurs with any
proposed changes to the work write up.

Make Adjustments to Work Write-up and Cost Estimate
Any adjustments to the work write-up that are agreed
upon during the pre-bid walk-through should be detailed
and amended on the original work write-up. It should be
noted here that contractor/bidders who do not attend
the pre-bid conference are unaware of these discussions
and changes. For this reason, it is recommended that
the pre-bid walk-through be mandatory. However, each
contractor should be sent a copy of the revisions so
specific details are not overlooked.

The cost of construction in different parts of the state of
Florida can impact the activities staff undertakes, as differ-
ent regions have different costs for the same work. In the
more urban areas, such as South Florida, the cost of labor
and materials can be double the costs in rural areas of the
state. These costs must be considered as they impact the
total project cost. Staff should consider the use of cost
estimating software programs that can provide cost break-
downs for specific activities.

Evaluate Bids

Most communities have established procedures for
collecting bidsand conducting bid openings. Itiscommon
to collect only sealed bids -- date/time-stamping the bid
as it is submitted. The bids are then opened in a publicly
noticed and recorded meeting, with the total bid amount
read into the public record. Some communities have a
less formal bid collection process, allowing housing staff
to collect and open all the bids; an appointment is then
scheduled with the homeowner to review the bids and
select the contractor.

Normally, each bid is evaluated on its completeness and
detail, quality of materials, and cost. It is a good idea to
compare costs on each item in the work write-up rather
than comparing only the total bid. An item by item compar-
ison between all bids should be conducted to ensure that
each bid uses comparable materials. If there are large
discrepancies in cost for one or more items, this could indi-
cate the possibility of a “low-ball” bid: the contractor may
bid low, expecting to receive the award, and then make up
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for the actual cost through change orders.

Select Contractor

As mentioned previously, itis nota good practice to select
the contractor solely on the basis of what he proposes
the project will cost. It is better to have a number of
criteria against which to measure the contractor. These
may include past performance, ability to proceed,
number of jobs he has in progress, reputation for timely
completion of a project, willingness to work within the
program constraints, familiarity with program parameters,
and ability to understand and work with a low-income
homeowner. It is preferable to have the homeowner
express his preferences for a particular contractor during
the selection process. Some programs require that
contractor selection be the sole responsibility of the
homeowner.

Execute Contract Between Homeownerand Contractor
Once a contractor has been selected, a construction contract
should be prepared. The construction contract is the primary
agreement between the contractor and homeowner. It
details the scope of work to be completed, the time frame for
completion, how and if change orders will be allowed, items
to be delivered such as a storage trailer, portable sanitation
unit, and dumpster, what the payment schedule will be
(partial payments or full payment upon completion), whether
subcontractors will be allowed, and other requirements
of the contractor. It should include a list of homeowner
responsibilities, such as allowing the contractor the use of
utilities and agreeing not to request or trade out for additional
work items. A written agreement will also address defaults
and provide for enforcement measures when non-compliance
issues arise. Written agreements should be executed before
providing funds or incurring expenses.

Execute Security Agreement with Homeowner

To prevent an unauthorized sale or transfer of title while work
is in progress, an agreement which secures the property
during the rehabilitation process should be signed by the
homeowner and duly executed by the local government.
Typically, this agreement takes the form of a recorded security
agreement on the property, such as a deferred payment loan,
requiring that the amount of assistance be repaid to the local
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government in instances where there is a sale or transfer of title,
or the assisted family ceases to occupy the unit.

Notice to Proceed to Contractor

The contractor should receive a notice from the local
government or Chief Building Official which authorizes
him to proceed with construction activity within typically
10-15 days. With the Notice to Proceed in place, the
contractor may now pull permits, purchase materials, hire
authorized subcontractors, and otherwise proceed with
construction activities.

Relocate Homeowner, if Necessary

In cases where there is substantial construction activity to
beperformed, orifthe unitneedsto betreated fortermites,
the contractor will most likely require that the homeowner
temporarily relocate until the work is completed. It is
usually not necessary to have the homeowner out of the
home the entire time repairs are underway, only during
the time when it would be hazardous for the homeowner
to remain in the unit, or if the unit will be without electricity
or water for a period of time. While relocation expenses
can be counted as project soft costs and are eligible
program expenses, it is more cost effective to have the
homeowner stay with friends or relatives rather than pay
for room and board. Sometimes it is effective to remind
the homeowner that funds spent on relocation activity will
reduce the amount of funds available for repairs. If there
is no alternative, it is always better to temporarily relocate
rather than risk the health and safety of the homeowner.

Monitor Progress

While construction is underway, the rehabilitation
specialist should conduct frequent inspections to ensure
that the work is being performed in a satisfactory manner.
This is also a good time to discuss potential problems
with the homeowner or contractor which may lead to
change orders or resolve any issues that the homeowner
may have concerning the repairs or the contractor. If the
contract stipulates partial draws upon completion of
specific tasks, then an inspection to ensure that work has
been completed should always be performed prior to
processing the partial draw request.
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Conduct Final Inspection

When the contractor has sent notification that all repairs
have been completed as noted in the scope of work,
the rehabilitation specialist should conduct a final and
thorough walk-through inspection of the unit to verify that
all work has been completed. The homeowner should also
be present at the final inspection in case he has issues or
concerns that need attention. A “punch list,” which notes
any deficiencies, should be prepared at this time as well.

Obtain Release(s) from Contractor; Resolve Punch List
ltems

The contractor must provide proof that he has resolved
all punch list items and provide signed release of lien
statements. If punch listitems cannot be resolved, then itis
customary, as long as it is clearly stated in the construction
contract, to withhold a portion of the contract amount
until the contractor has satisfactorily corrected the punch
list items.

Obtain Statement of Owner Satisfaction from
Homeowner

This is a very important step which is frequently omitted.
It is at this point that the homeowner signs a statement
which says he is satisfied with all repair work outlined in
the contract and does not expect the local government or
contractor to perform additional work. If the homeowner
refuses to sign, the local housing administrator should
mediate the outstanding issues with the contractor to the
homeowner’s satisfaction. Usually, if an effort has been
made throughout the rehabilitation process to maintain
good communication between the contractor and
homeowner, this does not become an issue.

Obtain Warranties from Contractor

The contractor should always provide written warranties
to the homeowner on newly installed products, such as
roofing or appliances. Also, as a show of good faith to
the program, the contractor should offer to warranty the
workmanship for a reasonable period of time, usually 1year.

Disburse Funds to Contractor
It is very important that the contractor receive timely




payment for his services. Each local government has a
unique system for disbursing funds to a contractor, but
payment should never take more than /-10 business
days as the contractor must pay his suppliers. This may
take extra planning and careful timing, but to keep
the performing contractors happy and interested in
continuing to participate in the local program, it's worth it.

Obtain Homeowner Signatures on Final Security
Agreement and File Lien

For assistance which is not given as a grant, there must be
a security agreement which is properly signed and duly
executed. In many cases, the final amount expended is
different than the initial contract amount, due to change
orders. In these cases, it is necessary to file a modification
agreement. This agreement amends the initial security
agreement with the correct and exact amount of
assistance that was provided.

Evaluate Contractor

Evaluation of the contractor’'s work performance is an
important ongoing function of rehabilitation construction
management. An evaluation should be performed by the
rehabilitation specialist along with a separate evaluation
by the homeowner. Retaining unprofessional contractors
will rapidly tarnish the reputation of a rehabilitation
program. These include contractors who do not produce
quality work within the designated time frames, and/
or who are insensitive to the needs of the program, the
homeowner, the rehabilitation specialist, the housing
administrator, or other local government officials involved
with the process. Itis necessary for a program to establish
procedures for evaluating contractors to ensure that it has
sufficient data upon which to base decisions on whether
or not to retain contractors on its approved list.

Purchase Assistance

A purchase assistance strategy is one of the many
strategies carried out by local government under the
LHAP.  Much is involved in implementing a successful
home buyer program. The major steps are included here.

Overview of the Purchase Assistance Process

1. Buyer attends a counseling class
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2. Buyer gets pre-qualified for a first mortgage

3. Buyerapplies for SHIP assistance

4. SHIP office confirms income eligibility

5. SHIP staff encumbers SHIP funds and sends Award
Letter

6. Property inspection report submitted

7. SHIP staff reviews closing documents

8. Deliver check and closing documents for SHIP
assistance to the closing

9. Recorded documents filed by SHIP office
10. SHIP staff updates SHIP tracking spreadsheet

Details on some of the steps are included below.

Buyer Attends a Counseling Class
Although SHIP does not require participation in buyer
education as a requirement to receive assistance, this is
a very common local requirement found in many LHAPs.
The details of the training vary from one SHIP community
to another. Most commonly, they are 8 hours of training
and address the following topics:

*  Prosand cons of homeownership

*  Overview of the home purchase process

* Housing affordability

* How lenders determine mortgage readiness

e  SHIP Application requirements

* Importance of good credit

* Financinga home

*  Shopping fora home

* Maintaining a home and finances

City or county SHIP staff may teach the class. Alternatively,
they may recruit lenders, Realtors, inspectors, and other
housing professionals to join them in teach, or they may
contract out counseling services.

Pre-qualified for a First Mortgage
Often, a potential buyer must first apply for first mortgage
financing before applying for SHIP home buyer assistance.
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Equipped with knowledge from the buyer’s class about
shopping for a mortgage, buyers apply to one or more
lenders. Each lender will check the buyer’s credit score
and determine proximity to mortgage readiness. The
lender issues a pre-qualification letter listing the amount
of money the buyer may borrow.

Buyer Applies for SHIP Purchase Assistance

In many SHIP offices, the lender’s pre-qualification letter
is the key for households to gain access SHIP assistance.
Often, buyers must obtain the pre-qualification letter
before filling out a SHIP purchase assistance application.
This illustrates whether or not the household has
sufficient financing in place to purchase a home in
the local market. It is only at this point that SHIP staff
document the applicant’s income, assets and more to
determine SHIP eligibility.

Homebuyer Award Letter

Eligible applicants are issued award letters indicating
that they will receive SHIP home buyer assistance. This
letter indicates that the applicant is income eligible and
may receive up to a specific award amount for down
payment and closing costs. The letter should also state
that “this preliminary award is contingent upon receiving
a commitment from a first mortgage lender.” Any
other contingencies or requirements should be listed.
Examples include additional training or counseling that
must be completed, or the local requirement to obtain a
home inspection. Finally, the letter should note that if “if
the SHIP office learns of a change to your income before
you are assisted, your annual income will be re-calculated
to determine if you are still income eligible for assistance.”

SHIP Staff Reviews Closing Documents

SHIP staff add to their calendars the closing dates of all
SHIP buyers. Shortly before each closing, the lender
provides closing documents about costs that the seller
and buyer must each pay. Staff review these details to
confirm the accuracy of the SHIP assistance that will be
provided at the closing. In some communities, SHIP staff
attend the closing, while in others, SHIP staff provide the
SHIP assistance check to the closing agent before the
closing date.

SHIP Staff Updates SHIP Tracking Spreadsheet

When the award letter isissued, SHIP staff add the eligible
buyer’'sname on Form T ofthe tracking spreadsheet, along
with the amount of money encumbered for the buyer’s
purchase assistance. After the closing, the spreadsheet
is updated to show that encumbered funds are now
expended. Staff indicate on Form 3 of the spreadsheet
that this expense meets the homeownership set-aside.
If the purchased home is newly constructed, staff also
indicate that the expenses meet the construction/
rehabilitation set-aside. Compliance is also met with an
existing home is purchased with documented repairs
from the seller, buyer, SHIP or some other source.

Foreclosure Prevention SHIP Assistance

Local governments can offer foreclosure counseling even
if they do not have a foreclosure prevention strategy.
Foreclosure preventioncounselingissimilartohomebuyer
counseling and does not count toward the set asides. If
a SHIP office has no Foreclosure Prevention strategy, the
LHAP Template addresses quite a lot of counseling types.
Here is the text from Section | subsection K of the LHAP
Template:

Support Services and Counseling: Support services
are available from various sources. Available
support services may include but are not limited
to: Homeownership Counseling (Pre and Post),
Credit Counseling, Tenant Counseling, Foreclosure
Counseling and Transportation.

Local government will normally review the factors
contributing to the foreclosure action such as loss of
employment, loss ofincome duetoillness, divorce. The
homeowner will normally be required to demonstrate
its ability to make future monthly payments.

Under a foreclosure prevention strategy funds are
awarded to homeowners who are in arrears on their
first mortgage. The purpose is to keep the property
from going into foreclosure.
maintenance or association fees in arrears, special

Assistance can cover

assessments, and legal fees to bring the mortgage
current. Local government will normally require the
owner who is assisted to show that they have the ability

to continue to maintain their mortgage payments
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after assistance is given. Many local government will
also encourage homeowners to attend foreclosure
counseling and establish a budget as part of the
assistance provided. With this in mind, some of the
major steps of SHIP foreclosure prevention assistance
include:

*  Applicant applies for SHIP

*  SHIP office confirms income and strategy
eligibility
*  Encumber SHIP funds and send Award Letter

* Applicant attends a foreclosure prevention
counseling class

*  Provide lender with check for SHIP assistance to
prevent foreclosure

* Update tracking chart and cloeout file

The Application Process

The applicant should complete an application that
provides enough information for the determination of
income eligiblity and any specific requirements releated
to the foreclosure prevention program. This strategy
requires the local government to move fairly quickly
thorugh the eligibility process to ensure that foreclosure
does not occur.

This activity is a homeownership activity that will count
towards the homeownerhsip set aside. It is important to
have a an outreach system for clients that may face or are
facing foreclosure. By developing partnerships with local
counseling agencies, the local government can reach out
to those that meet the program criteria. Local governments
should develop partnerships with one or more counsel-
ing agencies to refer their clients. All applicants must be
income qualified for assistance.

Foreclosure Prevention Class

As a condition of assistance, applicants are requried
to attend a foreclosure prevention class. The pupose
of this is to ensure that the applicant learns skills that
will help them prevent forclosure in the future. In the
class, the counselor will assess the client's mortgage
situation, explain various workout options that may be
available, provide budget counseling and develop a crisis
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budget to present to the lender, assist with submitting a
request for a loan modification if needed, facilitate with
communication between the client and the lender, help
the client understand the individual correspondence
related to the mortgage, define mortgage terms and
program guidelines as well as provide the client with
additional resources and referrals. The cost of counseling
is an eligible expense. Counseling classes for applicants
in foreclosure may take weeks or several months. Local
governments should require a certificate to document
that an applicant attended the class.

Identifying Participants

It may be difficult to identify indivuduals that need
foreclosure assistance. One way to determine who to reach
out to is to work closely with credit counseling agencies.
Counsleing agencies may provide referrals on indivuduals
who are behind on their payments and are looking for ways
to bring their mortgages payments current.

Terms

When assisting clients with foreclosure prevention,
the best practice is to provide assistance as a grant.
Households that are facing foreclosure may not agree
to additional liens or debt against their property. The
assistance is limited and the amount is normally just
enough to keep the house from being sold.

Consider whether this should be limited to a one time
grant. It is not good policy to continue to provide this
type of assistance on an onoging basis.

SHIP Rental Assistance

Rental Development involves SHIP payment for new
construction, rehabilitation, infrastructure, and impact
fees for several rental units. By contrast, rental assistance
involves help for one eligible rental tenant household.
Assistance includes rent deposits, eviction prevention,
and rent subsidies.
providing individual rental assistance, while it is required
for SHIP-funded rental development.

No monitoring is required when

This chapter includes the steps of Rental Development and
Rental Assistance. Many more details about this topic are
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included in the chapter “Rental Housing Using SHIP”.
Steps involved with SHIP Rental Development:

* |dentify an owner of rental property who wants
rental rehabilitation assistance OR

* |dentify a developer with land interested in SHIP
assistance for new construction

¢  Document the sources and uses of funds for
construction or repair

*  Before providing SHIP, confirm that financing
sources seem sufficient to complete the project

* Conductan initial inspection of the land or rental
property

e Sign a written agreement

*  Monitor development and approve payments

* Complete project closeout

* Ensure initial occupancy compliance by tenants

*  Monitor the development at least annually

It is important for a local government involved with rental
development to understand the complexity of multifamily
construction or rehabilitation projects. It is not enough to
help fund the development of the units. Itis also important to
confirm that the developer 1) has organizational capacity to
carry out the project; 2) is financially sound; 3) has firm commit-
ments from all the funding sources to develop the project;
4) has knowledgeable staff and partners on their team that
can assist not only through the development process but until
project completion; 5) has some equity in the project; 6) can
qualify tenants forincome eligibility; 7) has property manage-
ment experience; 8) has construction and development
experience; and 9) can comply with long term affordability.

The SHIP staff must also have the capacity to provide
development oversight and monitoring of these types of
projects. These projects tend to take longer due to the
pre-development process that includes land acquisition,
due diligence such as environmental studies, zoning
and permitting, site preparation and infrastructure, and
construction. The local government must ensure that the
funds encumbered for these developments be expended
in a timely fashion in accordance with the SHIP rule.

The Application Process

The process for selecting developers must be outlined
in the LHAP. Most local governments will use the RFP
process to select developers. The RFP process will help
the local government obtain the best and most qualified
candidates to carry out the development project.

The RFP must be clear on the shortterm and long-term
responsibilities tied to the activity. A project proforma,
feasibility analysis, development team, market study, site
control, project budget, sources and uses chart, timeline,
property management, and fair housing plan can be
requested as part of the RFP process.

The local government can use a scoring matrix to select the
most qualified candidate. Itis a good practice to select a
group of professionals to review and score the applications.
They can be the Affordable Housing Advisory committee
(AHAC) members or a group of professionals from the local
government or non-profit staff with experience in develop-
ment to review the RFP and score them.

It is also possible to require each developer to make a
presentation to the scoring committee providing a review
of the proposed project and the details incorporated in
the RFP.

There is normally an opportunity for developers to submit
written questions to the local government in writing. These
questions are posted on the local government website and
shared with all of the sponsors that requested proposals.
Proposals should have a deadline for submission. If submit-
ted after the deadline, proposals should be rejected.

Once the proposals have been ranked and scored, the devel-
oper selected can be issued an award letter and all others
should be notified of the wining RFP. The local government
can then proceed to schedule a date to sign contracts.

The Written Agreement

Itis a good practice to include language in the agreement
that requires that SHIP funds be the last funding source
for payments to the developer. This can assist the local
government in making sure that they can report the
project completed shortly after the funds are spent.
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Under the SHIP program, a project cannot be reported
as completed until the eligible person occupies eligible
housing. This include tenants occupying units in the devel-
opment. Timing of funding is crucial when using SHIP
funds for this type of strategy.

Local governments may also consider splitting funding
for development within different fiscal years. Several
completed units can be funded in one fiscal year and others
can be funded in subsequent fiscal years so that funds do
not have be reported as expended in one fiscal year. This
will also help the local government with the limited funding
allowed for non-owner-occupied developments.

The written agreement is a legally binding document that serves
as the enforcement tool before, during, and after construction.
It a key component that can be used by the local government
to identify roles and responsibilities through the development
process. The written agreement should address:

* Parties to the agreement

e Activity description

* Project location description

* Startand end date

¢ Budget

* Roles and responsibilities

* Funding sources

e Useof funds

*  Timeline

* Project cost

* Payment procedures

e Terms of enforcement

* Contractamendments

*  Default

* Inspections

*  Marketing

* Beneficiaries

* Income targeting

* Affordability period
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*  Number of units

* Tenant rent and utility allowance
*  Compliance

* Reporting

* Lease provisions if any

* Annual verification

* Property standards

* Use of Program income

* Record retention requirements

*  Monitoring

The agreement must be reviewed by an attorney for legal
sufficiency and form. Itisimportant to include a mortgage,
note, and restrictive covenants when assisting develop-
ment that require long-term affordability.

The SHIP program rules at s. 420.975(j) require that “loans
or grants for eligible rental housing constructed, rehabili-
tated, or otherwise assisted from the local housing assistance
trust fund must be subject to recapture requirements as
provided by the county or eligible municipality in its local
housing assistance plan unless reserved for eligible persons
for 15 years or the term of the assistance, whichever period
is longer. Eligible sponsors that offer rental housing for sale
before 15 years or that have remaining mortgages funded
under this program must give a first right of refusal to eligible
nonprofit organizations for purchase at the current market
value for continued occupancy by eligible persons.”

Those specific SHIP program requirements should be
incorporated into the language of the written agreement.
All agreement and loan documents should be recorded
before the work begins.

Construction Phase

The local government should ensure that the construction
work is done in accordance with the project schedule and
timeline. The local government must sign responsibility
of the project oversight during construction to staff who
can visit the site, check the work, and review and approve
payment before they are made.
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All payment should be paid in accordance with the payment
schedule outlined in the written agreement. Payment
should only be made once inspections have passed and
proper paper work has been submitted.

When the project is completed, a final inspection and
punch list shall be developed and inspected before final
payment is made. All releases and warranties shall be
provided before release of final payment.

Tenant Selection and Project Occupancy

Occupancy should begin immediately following the
issuance of a certification of completion. It is a best
practice to have the tenants income qualified and ready to
move in 3-6 months before project completion. All leases
shall comply with state laws and lease provisions shall be
included as required by the written agreement. Leases
should cover a period of no less than 12 months and fees
charged to tenants shall be necessary and reasonable.

The SHIP program does not require that rents be adjusted
for utility allowances. However, if other funding sources
are used, the strictest rule shall apply. The local govern-
ment shall review initial tenant income files for compliance
with the written agreement and required set asides. The
local government should be prepared to provide training
to management staff on how to properly document tenant
income eligibility, approve the language in the written
leases, and ensure that all advertising and tenant selection
complies with federal, state, and local fair housing laws.

The SHIP program requires the rental development be
monitored annually for no less than 15 years if more than
$10,000 of SHIP funds are spent on development. The
local government should ensure that it has a plan in place
to monitor the project on an annual basis for both tenant
income eligibility and the physical condition of the units to
ensure that they are decent, safe, and sanitary. Inspection
of the units is not required but is considered a best practice.

Local Government Responsibilities after Project
Completion

Once the development is completed, the local government
must provide the following information to the developer onan
annual basis:

* Rent limits

* Income guidelines

*  Maximum value limits

¢ Maximum subsidy limits

The local government should identify weaknesses in the
organization during the annual monitoring visit and provide
training as needed to staff members, consultants, or prop-
erty management agents.

Individual Rental Assistance

Individual rental assistance can include a strategy that
provides utility and rent deposit assistance and no more
than 3 months of rent. In 2016, the SHIP rule changed
allowing ongoing rental assistance as follows: “A county or
eligible municipality may not expend its portion of the local
housing distribution to provide ongoing subsidies, except
for: A rent subsidy program for very-low-income families
with at least one person with special needs as defined in s.
420.0004 or one individual experiencing homelessness as
defined in's. 420.621. The period of rental assistance may
not exceed 12 -months for an eligible household.”

Steps involved with SHIP Rental Assistance to a single
household are as follows:

* Tenant applicant applies for SHIP
e Staff confirms income eligibility

* Staff documents that the rental unit has a monthly
rent that is affordable according to the annual SHIP
rent limits chart

*  Encumber SHIP funds and provide an Award Letter

¢ Provide a landlord with rental assistance on behalf
of the applicant

Individual rental assistance is provided as a grant to the
applicant and the maximum awards average between
$5,000 for a utility deposit program and $10,000 for
rental subsidies.

Allowable Rents & Program Administration

For the rental subsidy program, an exception was allowed
which states that when spending SHIP on rent subsidies,
compliance is achieved if the rent does not surpass the 120
percent area median income amount on the rent limits chart,
irrespective of the household income.
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Communities may be hesitant to help place a very low-
income household in a unit with rent at the 120% rent limit
amount. However, the experience with other similar rent
assistance programs (e.g., ESG for homeless households)
is that once a family or individual is moved into a rental unit
with short term assistance, they will make things happen to
be able to sustain it - get a second job, get disability income
for a family member, get a roommate, and so on. Many
households in high rent communities already pay 50 percent
of their income for rent; they have to make it work because
there are no other options. While this isn't ideal, it's the
best that can happen without sufficient affordable housing
stock for ELI and VLI households. At least for homeless
households, the research shows that getting them into a unit
and providing short term assistance are the keys to enabling
themto get otherthingsin place to sustain. But if they are shut
out altogether due to rent limits, they will remain homeless
and unable to move toward self-sufficiency.

Under the rental subsidy program, it is customary to pay
a service delivery fee for the organization to carry out the
program. The fee must be reasonable and directly related
to services provided. Second, the services provided must be
limited in scope. While SHIP program dollars cannot support
“case management” in the broad sense of that term (e.g.,
providing mental health and substance abuse counseling),
SHIP funding may be used for “housing stability counseling.”
This includes staff time used for budgeting assistance,
understanding the terms of the lease, and/or linking up the
participant with community-based providers that could assist
with disability income, employment, benefits, and other
services that are directly related to housing stability for that
participant. The housing stability counselor should use SHIP
funding to leverage case management resources and other
community —based assistance.

Because housing stability counseling is an allowable program
cost for sub-recipients, and because such counseling may be
anessential element of housing success, itis often best for SHIP
communities to use sub-recipient organizations to administer
the rental subsidy program. It is especially helpful if the sub-
recipient administers similar rental assistance programs and
works with similar populations in those programs.

It is highly recommended that the SHIP office consult
closely with the local Homeless Continuum of Care (CoC)
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to coordinate efforts, standards, and processes. In most
communities, the CoC oversees a wide variety of funding
streams aimed at eviction prevention and rapid rehousing.
(Rapid Rehousing is the term in CoCs for programs that
offer shortterm financial assistance like deposits and rent
subsidies, as well as ‘light touch” case management or
housing stability counseling.) The CoC programs might be
funded by HUD CoC funds, the Emergency Solutions Grant
(ESG), Supportive Services for Veterans Families (SSVF)
funds, and private funding such as United Way.

Collaboration with the CoCis critically important to coordinate
the SHIP rental assistance program with these other programs
so that the programs are complementary, use similar
processes, and have similarstandards. Itisforthisreason thatwe
recommend that the SHIP office utilize the CoC's Coordinated
Entry system for referrals. It is further recommended that the
SHIP office use a sub-recipient nonprofit organization that has
experience in these types of programs.

Best practices in these types of programs call for some level of
flexibility in determining the level and time period of assistance.
While it may be straightforward to offer every household the
same level of assistance (for instance, $5,000 total or deposit
plus three month’s rent), households vary in terms of need.

As an example, staff may want to offer rent and utility deposit
to all eligible households moving into a rental unit. But staff
may want to gauge the rent subsidy based on the household’s
currentincome, such that they are required to pay 30% of their
income towards the rent and the SHIP funding provides the
rest of the rent as a subsidy. In this way, staff pay full rent for
those with zero income and less for those who have income.
Staff may also choose to gradually reduce the rent subsidy over
time. For example, staff may pay the full rent for the first month,
the second month pay 50% of the rent, the third month 25%,
and then nothing.

Whatever the approach, the guidelines should be clearly
written to those administering the program as well as to
consumers. In addition, it is recommended that housing
stability counseling be offered to tenants by the sub-recipient
organization or a partner agency. This “case management
light” should be focused on housing stability exclusively,
rather than case management in the usual sense of the word,
which tends to address many non-housing issues.
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CHAPTER FIVE

Timeline of SHIP Activities

This chapter provides a chronological accounting of the variety of activities that SHIP staff must undertake to

implement the program from month to month.

First Things First

New SHIP administrators must update the SHIP contact
person on Florida Housing Finance Corporation’s website.
Update contact information via the SHIP annual report
website located at https://apps.floridahousing.org/
StandAlone/SHIPAnnualReporting/.

The log in page has links to help in case of “Don't have
an account?” or “Forgot your password?”. Forany further
assistance, contact Terry.Auringer@floridahousing.org.

Once logged on, go to the “SHIP Contact Information”
tab. Provide two types of contacts: 1) the staff person most
directly responsible for creating the jurisdiction’s annual
reports and 2) the jurisdiction’s main SHIP contact person.
The latter name and phone number will be posted by FHFC
on its SHIP contacts webpage.

Activities Throughout the Year

ltis important to first recognize that SHIP staff are engaged
with the process of eligibility determination throughout the
year. Details about eligibility determination are included in
the chapter on the steps in the assistance process. These
steps are the ongoing activity that SHIP staff must under-
take for each SHIP application regardless of the time of year
when it is received. This chapter is devoted to a variety of
tasks and topics that must be addressed throughout the
months of the year.

January

Update SHIP Program Information

A SHIP administrator's New Year’s Resolutions should
include updating program information by:

*  Updating waiting lists: Ifa SHIP community
expends all its funds and is awaiting new funding,
staff may place additional applicants on a waiting
list to establish the order of assistance once new
funds are received. Ifthis list contains the names
of more than a dozen households who have been
waiting for more than 6 months, staff should

periodically check in with them. Call, email, or
write each listed household to confirm if each still
needs assistance and to see if there have been any
significant increases in household income which
might exclude a household from income eligibility.

* Updating SHIP contact information: Log on to the
Annual Report website to update the information
on the “SHIP Contact Info” tab, which is next to the
“Annual Reporting” tab. This is where to provide
contact information, along with details about a
city or county’s SHIP strategies. The information
is included in Florida Housing's statewide direc-
tory of SHIP programs, so information must stay
current. The SHIP annual report website is located
at https://apps.floridahousing.org/StandAlone/
Extranet/.

Update the LHAP Every Three Years

The Local Housing Assistance Plan (LHAP) must be
reviewed and updated at least every three years. The chart
on this page shows the schedule for when new LHAPs are
due. The new plan is due on May 2nd of the year that a
SHIP jurisdiction receives a distribution that is not covered
by the current LHAP. However, start in January to ensure
there is enough time to properly update the document.
Read through the plan and make updates to best reflect
the current needs of the community. Consider if the city or
county’s maximum purchase price or value is up to date and
accurate. Examine the maximum amounts of assistance
for each strategy and consider if these are still appropriate
or should be changed. Evaluate the applicant selection
process for each strategy and determine if it should be
changed. Fill in the details of a housing delivery goals
chart for each distribution to be covered by the new LHAP.
Consult the chart from the last distribution to project goals
under the new LHAP.

Chapter 2 includes more guidance on LHAP responsibilities.
Beginning to update the plan in January will allow sufficient
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time to involve local partners including lenders, real estate
professionals, repair contractors, and subrecipients. Once
a new plan has been drafted and broadly discussed, many
communities first submit it for review by Florida Housing's
LHAP review committee, rather than asking the city or county
commission to adopt it by resolution. Florida Housing's staff
often provide feedback and require changes to the plan, so it
may be most time efficient to complete these revisions before
presenting the document to the local governing board.

February

Confirm Receipt of Right of Rescission

Thisisanannual task that may be scheduled forany month of
the year. The Right of Rescission under the Truth in Lending
Act(TILA)appliesto non-exemptcredittransactions secured
by the consumer’s principal dwelling. The consumer is
afforded a right to cancel the transaction until midnight of
the third business day following “consummation” of the
transaction or delivery of the required information and
rescission forms. Itis meant to give the borrower a "cooling
off" period and time to review mortgage documents.
Funding takes place after the three-day rescission period.

Review the sample Right of Rescission forms in Appendix
10. The local government is required to have a legal opin-
ion that the ROR does not apply if the file fails to contain a
RORin the case of residential rehabilitation. This is to ensure
compliance with the relevant federal mortgage lending
rules and regulations.

Monitor SHIP Sub Recipients

This is also an annual task that may be scheduled for any
month of the year. The SHIP program requires that local
governments monitor the subrecipients they contract
with to implement SHIP assistance. Chapter 8 provides
guidance on the review of systems, the compliance
monitoring, and the programmatic review that SHIP staff
must undertake. Keep a monitoring plan and the results
of each annual monitoring visit in the SHIP office since
these documents will be checked when the state SHIP
monitor periodically completes a compliance review.

March
Begin the Triennial Housing Incentive Strategies Report
This is a task for once every three years and it is only

required of SHIP jurisdictions that receive an allocation
of more than $350,000. Each year, almost a third of SHIP
Jurisdictions start their Affordable Housing Advisory
Committee (AHAC) reports. Typically, a SHIP community
works from March to December to create this report,
which must be completed by the end of December
before the community’s LHAP is due on May 2nd.

The SHIP program mandates that all municipalities receiving
SHIP funds establish local initiatives that foster affordable
housing development. It is the AHAC committee’s task to
create a report on affordable housing incentive strategies.
Regulatory incentives are a valuable tool for facilitating
private sector development of affordable housing. It is
the way for local government to create an environment
that is favorable to development by the private sector. The
incentive strategies proposed by an AHAC are designed to
increase the likelihood that developers will build affordable
housing in the community.

The first step is to assemble a committee and March is a
good month to start. AHAC members should be appointed
by the governing body of the local government, but do not
have to be adopted by resolution. Representatives are to
be selected from up to eleven categories representing a
variety of community and industry perspectives including
citizens engaged in residential home building, banking,
employers, home building labor, and more.

More AHAC guidance is available in the Florida Housing
Coalition’s publication, “Affordable Housing Incentive
Strategies: A Guidebook for Affordable Housing Advisory
Committee Members and Local Government Staff”
available at http://www.flhousing.org/wp-content/
uploads/2012/03/AHAC-Guidebook-2017.pdf. SHIP
staff always provide assistance to the committee, and this
guide provides a report template staff can use to type up
the committee’s conclusions after a series of meetings over
months. Italso offers AHAC committee members a helpful
orientation to their task with content to inform their deci-
sions on each of eleven topics that the SHIP statute requires
they specifically address in their report.

Prepare for SHIP Compliance Monitoring
This is not an annual task and it may not necessarily occur
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in March. FHFC schedules a visit from the SHIP monitor
for each local SHIP office every two or three years. Staff
who were not working in the SHIP office during the last
monitoring visit may glean helpful backgroundinformation
by reviewing the report from the last visit.  Staff may
contact FHFC for a copy of this report if a copy is not in
the office. The SHIP monitor reviews several elements of
SHIP compliance, including:

* File Documentation

* Eligibility Determination

* Administrative Procedures

* Annual Report responsibilities

* Also, ifapplicable, monitoring Rental Housing and/
or Subrecipients & Sponsors

Chapter 8 is SHIP Compliance Monitoring which includes
more information to assist with staff preparations. In addi-
tion, review this 90-minute webinar on the subject: https://
vimeo.com/204250297

April

Begin Using New Income Limits Chart

The SHIP income limits chart is used to determine if
applicants are income eligible. The information on this
chart is updated annually with data from HUD. Use the
new income limits chartas soon as it is posted to the FHFC
website, which is disseminated via email to all SHIP staff.
The annual income data is assembled by HUD, which
often posts it in March or April. Florida Housing's staff
process and post this data on the FHFC website, www.
floridahousing.org, often within a week of HUD's posting.
Staff place the income numbers into the familiar format
of the SHIP income limits chart, identifying the maximum
income amounts for households who are extremely low,
very low, low income, moderate income and more.

The new income limits chart is relevant for those applicants
who have not yet signed an income certification form, also
called a Residential Income Certification (RIC). Use the new
income limits chart no later than the date when it is posted
to Florida Housing's website.
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Meet with Finance Department

This task may be scheduled for any month of the year. On
a semi-annual basis, meet with staff from the city or county
finance department.

Information submitted on a SHIP annual report is not veri-
fied by FHFC until compliance monitoring is conducted,
which can sometimes occur a few years after reports are
submitted. Therefore, regularly meeting with the finance
department is an important responsibility of the local
government SHIP administrator to verifies that the infor-
mation provided on the annual reports is accurate and
properly reflects the local government’s general ledger.

Before the meeting, identify amounts that are unencum-
bered, along with funds that are encumbered but have not
been spent. These are the balance of funds remaining in
the SHIP account. Compare this balance with the finance
department’s numbers from the general ledger. Also
review all the recent expenses and revenue received in the
last several months. For every SHIP check that is written,
SHIP staff must notify the finance department regarding
which SHIP allocation to use. Confirm during the meet-
ing that each recent general ledger expense is associated
with the correct SHIP allocation. Chapter 7 includes more
guidance on tracking and annual reporting.

May

Submit Updated LHAP

This is a continuation of the LHAP task in January, and it is not
an annual responsibility. Each year in May, an alternating
portion of SHIP jurisdictions submit the final versions of their
updated LHAPs. The SHIP statute states that these plans
must be submitted by May 2nd. This date is shortly before
SHIP communities receive the first disbursement of funds
from the newest SHIP allocation in the early months of the
new state fiscal year. May is set as the time to finalize the
new LHAP so that it will be in place in time to begin using
the newest allocation funds. If a community is delayed in
submitting a finalized LHAP, receipt of its new allocation
will be postponed until the new plan is submitted and
accepted by Florida Housing.
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Assess the Maximum Sales Price

This is an annual task that is suggested for May. Since
May is the month of the LHAP, it is a good time for staff
to check the maximum sales price or value listed in the
LHAP. This is the amount established in a local area that
indicates the house sales price at and below which SHIP
eligible homebuyers may find an adequate supply of
homes to purchase. Since housing markets change, this
limit should be re-examined annually. This is important to
determine whether the amount listed as the “maximum
sales price or value” in the local housing assistance plan
(LHAP) adequately describes the cost of purchasing or
owning a home in the local housing market.

The SHIP Statute requires jurisdictions to set an upper limit
on the value of a home that will be considered “eligible
housing” for purposes of SHIP assistance. A SHIP jurisdic-
tion has the flexibility to justify its maximum purchase price
or value based on one of three sources: a local study of
sales price levels in the past 12 months; Florida Housing's
bond study, which reports recent price levels for Florida’s
metropolitan statistical areas; or the U.S. Department of
Treasury’s data, called the “safe harbor limits”, which are
posted on Florida Housing's website and updated every
few years.

A community’s maximum sales price or value should be
set at a realistic level to represent the sales price at which
there are an adequate number of homes to buy. Affordable
housing professionals do not have the power to control
the sales price of homes. Housing prices are established
by the interaction of buyers and sellers in the open market.
For the most part, we rely on the private sector to build the
single-family homes that low-income buyers will purchase
with assistance. There must be an adequate supply of
homes for these buyers to purchase and the actual price of
available homes for sale must be considered when setting
the maximum sales price or value. As housing prices rise
or decrease, communities must increase or decrease their
maximum sales prices. If they do not adjust this price to
keep up with the market, SHIP eligible buyers will not be
able to find any homes to purchase.

Note that the maximum sales price amount is generally
very large and many would not consider it an affordable

price tag for housing. Since the market is not producing
houses at a price that SHIP eligible buyers can afford, this
is the reason SHIP subsidy is needed. It is the combina-
tion of a buyer’s first mortgage money and the subsidy that
makes the equation of home purchase truly affordable. In
areas where housing prices continue to outpace the annual
increase in household incomes, it will take larger levels of
subsidy to keep this equation affordable.

June

Meet the Expenditure Deadline

Each year, June 30th is the expenditure deadline for a
SHIP allocation. SHIP funds must be expended within
three years of the beginning of the state fiscal year they
are named. Section 67-37.005(5)(c) of the SHIP Rule states
this rule in a different way, noting that funds must be fully
expended within 24 months of the end of the applicable
state fiscal year. Here is an example for 18/19 funds: The
state fiscal year started on July 1, 2018. Three years later is
June 30, 2021 -- the expenditure deadline for this allocation.

To expend funds before this deadline, staff must work
diligently for months beforehand. Compliance is often
achieved as regular amounts of funds are expended
steadily over one or two or more years. This June task is,
therefore, the culmination of many previous occasions
when staff have reviewed their SHIP office’s progress
towards fully expending an allocation. Funds are typically
encumbered for a project for weeks or months before they
are fully expended. Three things must be achieved before
SHIP funds may be considered expended:

*  SHIP funds must have been spent to completely
pay for assistance

* Allvendors and contracts must be paid, and the
project must be documented as complete

* Aneligible household must be occupying the
housing unit

On or before June 30, staff should contact Florida Housing
if they discover that it is likely that some of an allocation
will not be fully expended by the deadline. There are
instances where a small amount can be carried forward.
Staff may request an extension for the three-year expendi-
ture deadline by emailing Terry Auringer (terry.auringer@
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floridahousing.org). More guidance about requesting
an extension and other guidance on tracking and annual
reporting is included in Chapter 7 Annual Reports.

Meet the Encumbrance Deadline

Each year, June 30th is also the encumbrance deadline for
a SHIP allocation. SHIP funds must be encumbered within
two years of the beginning of the state fiscal year they are
named. To continue with the 18/19 example, these funds
are encumbered before they are expended. The state
fiscal year started on July 1, 2018 and June 30, 2020 is the
encumbrance deadline for this allocation.

Typically, funds are encumbered when an applicant is
determined to be eligible. The amount of funds commit-
ted to an applicant on the SHIP Award Letter is considered
encumbered on the date of the letter. Staff should add
this applicant’s name and data on the tracking spreadsheet
alongside the amount of money committed.

There is no extension available for the two-year encumbrance
deadline. However, staff are still required to notify Florida
Housing as soon as noncompliance with the encumbrance
deadline is detected. Report the following details in an email
to Robert Dearduff (robert.dearduff@floridahousing.org) and
Terry Auringer (terry.auringer@floridahousing.org):

*  Amount currently unencumbered

*  Amount anticipated to be encumbered before
June 30

* Aone sentence explanation for why funds were
not encumbered in time (optional)

e FEstimated date when all funds will be encumbered

* Briefly explain the plan to quickly encumber funds

Chapter 7 includes more guidance on the deadlines and
other tracking and annual reporting topics.

Turn in the Annual Audit

The annual audit is an independent review of a local
government'’s general ledger, which provides a method
to ensure that a community’s SHIP annual reports of
revenue and expenses ultimately reconcile with the

jurisdiction’s general ledger. The audit is sometimes

CHAPTER FIVE

referred to as a Comprehensive Annual Financial Review
(CAFR), and this written report must be provided by June
30th to the FHFC. Florida Housing's staff has provided
the following guidance on what they specifically look for
when reviewing CAFRs:

* Separately stated Trust Fund for SHIP

* “Findings” related to the Florida Single Audit Act
(FSAA) (if applicable)

* Send the CAFR by emailing the report link or
attached document(s) to Terry Auringer (terry.
auringer@floridahousing.org), rather than provid-

ing a paper copy

July

Advertise Availability of SHIP Funds

The state fiscal year begins in July. SHIP communities begin
receiving disbursements months after the new state fiscal
year begins. Section 420.9075(4)(b) of the SHIP statute
requires advertising available SHIP Funds 30 days before
taking applications. The Notice of Funding Availability
(NOFA) should be advertised in a newspaper of general
circulation and periodicals serving ethnic and diverse
neighborhoods. Iffunding is unavailable for a specific strat-
egy due to a waiting list, no advertisement of that strategy
is required. A SHIP office might have a waiting list for one
strategy, but not another. In this case, the community must
advertise the availability of funding for the strategy with
no waiting list.

The SHIP Rule provides further guidance about advertise-
ment. Section 67-37.005(3)(a) lists the three items that must
be included in a NOFA:

* The projected amount of the allocation

* Both a beginning date and end date for the appli-
cation period of the funds being advertised. The
end date may be two or more years in the future.

* The local contact person, contact information, and
details about where to apply

In addition to these three fundamentals, the SHIP Rule
includes additional details that SHIP staff may consider
adding to the advertisement:
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* Estimated amount per strategy
* Income categories assisted
* Selection criteria

*  Maximum housing value

Furthermore, consider advertising now for strategies that
are currently not funded, in anticipation of funding them
within the next year. A disaster mitigation strategy is the
most common example. Such a strategy provides repair
assistance in the aftermath of a natural disaster. If staffadver-
tise now, even while the strategy is currently unfunded, a
SHIP community will not have to comply with the 30-day
advertising requirement at the time when a disaster strikes.
A time in which a quick response is critical.

August

Begin Annual Reports

It is important to begin work on the annual reports at the
end of July or beginning of August. The reports are due
on September 15 each year regardless of whether a SHIP
community’s funds are properly expended and encum-
bered or out of compliance with the SHIP deadlines. Allow
plenty of time to assemble the data and complete the
reports. In August, focus on:

Review Tracking Spreadsheets: Each year, staff turnsin a
report for the close-out allocation along with two reports
for the funds from interim years. Review the data in the
spreadsheet for each of these allocations to confirm if all is
accurate and updated:

e Confirm that all recent cases for which funds are
encumbered or expended have been entered on
one and only one spreadsheet;

* Checkif demographic data has been entered for
all cases where SHIP funds are expended; and

* Review the balance of the local SHIP trust fund to
identify the amounts that are unencumbered or are
encumbered but not yet spent on specific cases.
Confirm if the same amount of unencumbered and
encumbered funds is represented on the tracking
spreadsheets.

Research “Ongoing Review":
Each SHIP jurisdiction is required to provide oversight

of proposed new regulations in an effort to minimize
additional
regulatory requirements account for a large portion of
total building costs. Each local community is challenged
to think creatively about ways to reduce regulatory costs.
The required “ongoing review” incentive strategy creates
an awareness of the potential impact that proposed
regulations can cause, as well as the economic impact
of these decisions on affordable housing. This estimated
impact must be tracked by SHIP staff and reported each
year with the submission of the Annual Report. The chief
elected official or designee must execute a certification
confirming there is an ongoing process for review of local
policies, ordinances, regulations, and plan provisions
that increase the cost of housing prior to their adoption;
the cumulative estimated cost per newly constructed
housing per housing unit; and the estimated cost of these
action for each State fiscal year. They must also report the
cumulative cost per rehabilitated housing unit from these
local government actions.

development costs. By some estimates,

Research “Defaults and Foreclosure”:

Form 4 of the annual report asks several questions about
defaults and foreclosures of the first mortgage on the
home of a household that has received SHIP purchase
assistance. A default occurs when a homeowner falls
behind on paying the first mortgage and some defaults
later result in a foreclosure. Track default and foreclosure
information by accounting for every instance when a
former SHIP homebuyer informs SHIP staff that that he or
she has fallen late in payments for the first mortgage on
the unit. The staff at a city or county legal department also
receive such information, so SHIP staff should remain in
touch with themto learn when they receive a “lis pendens”
notification. The lis pendens marks the beginning of the
legal foreclosure process.

September

Complete Annual Reports

Complete the fields on all three annual reports:  Step
by step instructions are provided in Chapter 7 Annual
Reports. Next, make corrections based on any ‘validation
errors’ identified on the “Review & Submit” tab. Once all

is correct, press the ‘Submit’ button on this tab.

Make the annual reports available for public inspection
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and comments: The SHIP Statute and Rule do not require
scheduling a public meeting for this purpose. Staff often
make the reports available for review at the SHIP office or
the reference desk of the public library. Staff also provides
the report to local partners such as lenders and contractors.

Certification signed by chief elected official: Complete
the “SHIP Annual Report and Local Housing Incentives
Certification” form in Appendix 11. This one-page certi-
fication must be completed and signed by the local
government’s Chief Elected Official or Designee and
must be sent within three working days after the electronic
submittal of the annual report. The form must be witnessed
and dated by two signatures or staff may “attest’ the signa-
ture by using the seal for the city/county. Complete the
submission of the reports by scan and emailing a PDF
format of the certification to terry.auringer@floridahousing.
org by mid-September.

October

Meet with Finance Department

This task was introduced as an April task. It should be
completed at least twice a year but may be scheduled
for any month of the year. Strive to establish a consistent
meeting that systematically works to reconcile expenses,
encumbrances, and more. Include the same finance staff
each time, and perhaps request that a certain finance staff
person be designated as the SHIP liaison for purposes of
these meetings and annual report tasks.

When communicating with finance department staff, be
sensitive to the difference between the local government's
fiscal year and the state fiscal year referenced on SHIP annual
reports. The local fiscal year begins in October while the
state fiscal year beginsin July. When staff collect data about
SHIP revenue sources or administrative costs, these must
be reported on the annual reports per the state fiscal year.
Since information in the general ledger is recorded by local
fiscal year, SHIP staff may ask for SHIP figures from July to
September of one local fiscal year plus October to June of
the next local fiscal year. The total of these figures represents
the amount during the state fiscal year.

Create a Tracking Spreadsheet for the Newest SHIP
Allocation

CHAPTER FIVE

Although the state fiscal year begins in July, the state
housing trust fund does not typically begin receiving new
funds in July. Itis not the only trust fund or source funded
from doc stamp revenue, nor is it in first place to receive
funds. The first disbursement of SHIP funds may come in
October or November. Once this is received, follow the
guidance in Chapter 7 on the initial steps for setting up
the spreadsheet.

November

Annual Monitoring of SHIP-assisted Rental Housing
This task may be scheduled for any month of the year.
Monitoring is required for all rental development that
involves more than $10,000 of SHIP funding for new
construction or rehabilitation. Such SHIP-assisted rental
units must be monitored annually for at least 15 years.
Chapter 10 addresses the details of this monitoring which
involves a review of income qualification calculations and
confirmation that rents are affordable. In preparing for
annual monitoring, staff should review the monitoring
plan established when SHIP funding was first provided.
This document may be an exhibit in the contract between
the SHIP office and the rental housing developer for
the property that will be monitored. Send the property
management staff plenty of notice about when the annual
monitoring visit will be scheduled. Itis likely that monitoring
staff will need the property manager to send information
about the tenants occupying the SHIP-assisted rental units
prior to the meeting.

Update Knowledge of Income Qualification

Answering questions from prospective applicants and
determining the eligibility of current applicants are
common activities for SHIP staff throughout the year. ltis
important to receive regular refresher training. Schedule
annual refresher training for November or some other
month. This is an activity for city or county SHIP staff,
as well as staff from nonprofits and other agencies that
work with them to implement SHIP. The training regime
includes:

* Review the SHIP section of FHFC's welbsite, www.
floridahousing.org for any program updates. In
addition, read the SHIP program manual that is

SHIP ADMINISTRATOR'S GUIDE 55


mailto:terry.auringer%40floridahousing.org?subject=
mailto:terry.auringer%40floridahousing.org?subject=
http://www.floridahousing.org
http://www.floridahousing.org

CHAPTER FIVE

also located on the website.

* View the SHIP section of the Florida Housing
Coalition’s website, www.flhousing.org to view a
recording of the most updated 90-minute webinar
on the income qualification process.

* Readthrough the SHIP Statute and Rule. These
documents should be consulted throughout the
year, but SHIP staff may benefit from an annual
reading of SHIP definitions, uses of SHIP funds,
program restrictions, and more.

* Onanongoing basis, staff may have eligibility
related questions about specific applicants.
Contact the Florida Housing Coalition at 800-67/7-
4548 to receive assistance. For detailed assistance
requests, the Florida Housing Coalition may be
able to provide onsite training.

December

Complete the Triennial Housing Incentive Strategies
Report

This is a continuation of the task introduced in March. It
is a task for once every three years and it is only required
of SHIP jurisdictions that receive an allocation of more
than $350,000. Each SHIP jurisdiction receiving more
than this amount must complete a report on housing
incentive strategies, also referred to as the AHAC Report.
It must be completed by the end of December before
the community’s LHAP is due on May 2nd. A chart with
the LHAP deadlines for each SHIP community is posted
above with the January tasks.

SHIP staff work earlier in the year to assemble a committee.
Committee members must review at least eleven specific
types of incentives -- a task that may require meetings each
month or more for at least six months. The SHIP Statute
requires that the AHAC report be finalized, reviewed, and
voted at a public hearing that is properly advertised. This
must be completed in time for the report to be provided
to city or county commissioners by the end of December.
A PDF of the completed report may be emailed to terryau-
ringer@floridahousing.org at the same time it is provided
to the commissioners. The report is not required to be
presented as part of a commission meeting.

More guidance on AHAC responsibilities is available in
the Florida Housing Coalition’s publication, “Affordable
Housing Incentive Strategies: A Guidebook for Affordable
Housing Advisory Committee Members and Local
Government Staff.”

Reassess Housing Strategies

Although an updated LHAP is due every three years, the
process of examining what type of housing assistance to
offer should be ongoing. Staff may choose December
or another month for this task. Read through the current
strategies in the LHAP and contemplate improvements
while considering the current housing market. Cities and
counties with active AHACs should involve committee
members in this reassessment. In addition, involve local
affordable housing advocates, lenders, contractors, and
other professionals that regularly work with the SHIP office.
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CHAPTER SIX:

CHAPTER SIX

SHIP for Homeownership Housing Assistance

Homeownership: SHIP’s Main Focus

The Homeownership Set-Aside is a central requirement
of SHIP —as described in detail in the Set-Asides Chapter.
At least 65 percent of an allocation plus any recaptured
funds must be expended on activities that are related to
homeownership. By contrast, eviction prevention, repairs
toa group home, and rent deposit assistance are examples
of strategies that are not homeownership-related. They are
addressed in the ‘Rental Housing Using SHIP' chapter.

This chapter offers guidance on the most common home-
ownership assistance provided: purchase assistance and
owner-occupied rehabilitation. This assistance either
produces a new homeowner or helps an existing home-
owner. The subject of manufactured housing is addressed
first, since it can involve purchase or repair assistance. In
addition, the chapter offers many topics to consider when
running a successful home buyer assistance program and
rehabilitation program.

Guidance for Working on Manufactured
Housing

SHIP funds may be spent on manufactured housing —which
includes mobile homes -- but there is a limit on the amount
that may be expended. Since 2009, the SHIP definition of
“eligible housing” has included

“manufactured housing constructed after June 1994
and installed in accordance with the installation
standards for mobile or manufactured homes
contained in rules of the Department of Highway Safety
and Motor Vehicles, for home ownership or rental
for eligible persons as designated by each county or
eligible municipality participating in the State Housing

Initiatives Partnership Program.”

The limitation on mobile homes comes from section
420.9075(5)(c) of the SHIP Statute, which states that “[n]
ot more than 20 percent of the funds made available in
each county and eligible municipality from the local hous-
ing distribution may be used for manufactured housing.”

Although no more than 20 percent of the local housing
allocation may be spent in this way, all program income
may be spent on mobile homes.

Manufactured Housing Liens: Most SHIP jurisdictions
place liens on units that are assisted. A manufactured home
may have a lien placed on it whether it is personal property
or real property.

Personal Property: A manufactured home has a title under
the Florida Department of Highway Safety and Motor
Vehicles (DHSMV) system when it is personal property.
The DHSMV system is administered by each county’s tax
collector’s office. A unit has a title when it is located on
leased land in a mobile home park or is on private land,
but the home and land are owned under different names.
If one places a lien on such a home, it is filed in the local
county tax collector’s office against the title. Such a lien will
be inferior to any purchase liens on the home.

Administrators should monitor for one possible situation that
could cause trouble: A manufactured home's title may be
signed over many times from the person who first purchased
it—much like the case with a car title. However, the title may
never have been properly filed with the tax collector’s office,
title transfer fees may not have been paid, sales tax may be
due, and/or the name of the person currently owning it may
not be onthe title. Ifthis is the case, SHIP staff should carefully
monitor such problems and take care before assisting the
owner of a manufactured home unit.

Real Property: The owner of a manufactured home may
transfer the home from personal property to real property.
If the unit is on private land that the same person owns,
he or she may “retire” the manufactured home's title with
the tax collector’s office by surrendering it to real estate. If
this is done, the home would then be subject to real estate
taxes as the unit would be inextricably bound to the land.
If one places a lien on such a unit, it is filed with the Clerk
of Court in the county land record.
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SHIP Recapture Agreement Considerations: SHIP juris-
dictions should consider how best to secure their SHIP
assistance. Manufactured homes that have become real
property can be restricted from moving away if there is a
lien on the land holding the home in place. Some jurisdic-
tions may consider this to be a more secure SHIP investment
than placing a lien on the title of the manufactured home
alone. SHIP administrators should also consider the option
ofassisting manufactured homes that are located on leased
land owned by a nonprofit. Assistance to such units could
be secured and monitored by the nonprofit.

Finding Manufactured Housing Contractors: SHIP
contractors are utilized to make repairs to existing homes.
In some communities, most of these regular repair contrac-
tors will not cross over to do this work on manufactured
housing. Mobile homes require a totally different repair
process with specialty parts not generally available. Thus,
due to a possible increased amount needed for repairs,
locating specialized contractors may be a challenge. In
one community, the SHIP administrator had difficulties
finding contractors even while searching a three-county
area. Although the local building department printed a
list of all types of contractors which the SHIP administrator
contacted for referrals, the community still had difficulty
finding willing and able contractors.

Inspections: Staff must first determine whether a unit
was constructed pre- or post-1994. Staff must look at the
warranty deed and title to learn these details. In addition,
staff should search the unit for a data plate, which is often
located ina closet or inside a kitchen cabinet door. Itisan 8.5
by Tl-inch piece of paper that includes the construction date
along with a list of appliances, roof loading specifications,
the wind zone that the home was built to, the engineering
firm involved, the serial number, and more. Once SHIP repair
work is completed on a manufactured unit, the city or county
building departments will conduct a final inspection in the
same manner as with a stick-built house.

Guidance for Purchase Assistance

Program Design

When designing the purchase assistance strategy,
consider the housing market and the target households

to be served. In some parts of Florida, an existing home
can sell for $80,000. In South Florida, however, an
affordable home will sell for over $250,000. Further,
local governments must consider income limits as well
as maximum awards. The SHIP program allows local
governments to provide assitance to households with
incomes up to 140% of the area median income. If the
local government strives to assist moderate-income
households, it should utilize the purchase assistance
strategy to meet its goals.

Consider the different types of loans available. Assistance
can be provided as:

Direct Payment Loans at Various Terms

* Directloans require the homebuyer to make monthly
payments on the loan provided. Choosing this type
of loan requires an analysis of the debt to income ratio
and the owner’s ability to make monthly payments.
The SHIP office would need staff in place or hire a
firm to do collections on loans. There must also be
procedures in place if the client falls behind on their
payments or defaults.

Deferred Payment Loans of Various Terms

*  Thisisthe most common type of subordinate assistance
provided with SHIP funds. The local government does
not require monthly payments but instead preserves the
affordability of the property by requiring the buyer to
remain in the home for the duration of an affordability
period. Theloan can be reduced over several years or
the fullamount can be due ifthe property is sold during
the affordability period.

Combination Direct/Deferred Payment Loans
* local governments may choose to combine direct
loans for those that can afford monthly payments and
deferred loans for low and very low-income applicants.

Grants
* There are few instances where FHFC will approve
grants under a purchase assistance strategy.
Grants are typically not done.
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SHIP Definition of Affordable

SHIP's definition of “affordable” is in the definition section
ofthe SHIP Statute. It means that “monthly rents or monthly
mortgage payments including taxes and insurance do not
exceed 30 percent of that amount which represents the
percentage of the median annual gross income for the
households as indicated in subsection (19), subsection
(20), or subsection (28).” The subsections referenced
address the definitions of very low-income, low-income,
and a moderate-income households. Each definition cites
a percentage—80 percent in the case of low-income, for
example—that represents the maximum percentage of
the area median income that a household can earn and
still qualify to be in that income category.

Now reconsider the definition of “affordable.” When
addressing a low-income household, for example, “afford-
able” means that housing costs do not exceed 30 percent
ofthat amount which represents 80 percent of area median
income. This definition is similar but distinct from another
way that housing professionals commonly talk about the
term “affordable”. Housing professionals commonly talk
about affordable housing as devoting up to 30 percent of
a household'’s income to housing costs. Some might, for
example, discuss the mortgage payment of a low-income
family earning 60 percent of the area median income. If
60 percent of the monthly area median income is $1,500,
they will calculate that the monthly housing costs be no
more than about $450 for the family under consideration.

Using the SHIP definition of affordable, however, staff would
conclude that an even higher housing cost is consistent
with the definition in the statute. Considering the income
of the same family making 60 percent of the area median
income, staff using the SHIP definition would conclude
that a housing cost of up to $600 is affordable. Although
the household in this example has income equivalent to
60 percent of the area median income, SHIP’s definition
of affordable housing for a low-income family means that
housing costs do not exceed 30 percent of that amount
which represents 80 percent of area median income. In this
example, 80 percent of the monthly area medianincome is
$2,000 and 30 percent of this income is $600.
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Affordability: Guidance from the Lender

The final part of the definition of “affordable” notes that
“housing for which a household devotes more than 30
percent of its income shall be deemed affordable if the
first institutional mortgage lender is satisfied that the
household can afford mortgage payments more than
the 30 percent benchmark.” This indicates that a SHIP
administrator may rely on the guidance of a mortgage
officer who concludes that a specific buyer can afford
monthly payments that are higher than 30 percent. After
all, lenders areinthe business of assessing risk on the loans
they offer. It is conceivable that a lender could approve a
mortgage payment representing 32 percent, 34 percent
or maybe 36 percent of a buyer’s monthly income; some
buyers can demonstrate that they have consistently and
successfully made high rent payments for years. They can
now do the same with a mortgage.

SHIP staff must also assess risk, however. There is risk
involved with simply relying on a first mortgage lender
to tell the buyer what a truly affordable payment is. When
the Florida Legislature modified the SHIP definition of
“affordable” in 1994, there were few examples of lenders
engaging in “predatory practices.” It seemed more reason-
able to solely rely on alender’s assessment of risk. In recent
years, we began to be increasingly faced with lenders who
provide unfavorable lending terms and conditions that can
set up a buyer to fail.

Affordability: The Role of Lenders Guidelines

Some SHIP offices have worked to protect the interests of
SHIP-assisted homebuyers by establishing local “lenders
guidelines.” These guidelines define the terms of what
would locally be considered an acceptable first mortgage
for a SHIP-assisted buyer. The lenders guidelines in most
communities set an upper limit for the front-end ratio -- the
percentage of monthly income devoted to a mortgage
payment. Guidelines may also set an upper limit for the
mortgage interest rate and for the closing fees associated
with the loan. In this way, lenders guidelines provide the
protection needed to ensure that SHIP buyers do not over-
commit themselves to mortgage payments. The guidelines
supplement SHIP’s definition of affordability to avoid the
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need for SHIP administrators to rely on the assessment of
lenders in each individual case. It is a good idea to inviove
the lenders in developing the guidelines for the purchase
assistance program. Some examples are:

* 1% Origination maximum

* No Mortgage Broker Fees

*  No Prepayment Penalty Loans

*  Must be a 30 year fixed rate loan

* Combined Loan to Value cannot exceed ___%

e Hazard Insurance Hurricane Deductible of 2%

Consider the SHIP definition of “affordable” as a whole.
What implications do these lessons about this definition
have for purchase assistance work? On the positive side,
housing administrators may have more flexibility than they
may have originally thought to help applicants purchase
houses. On the other hand, the definition could possibly
set up homebuyers to fail by allowing them to take on unaf-
fordable high mortgage payments. SHIP administrators
reduce the risk of foreclosure by working with the buyer
and the lender to discuss the reality of what maximum mort-
gage payment is affordable for each buyer. If desired, a
local SHIP jurisdiction can add language to its local hous-
ing assistance plan stating the percentage of each specific
household’s monthly income that housing costs cannot
exceed. In addition, lenders guidelines can provide the
formal written guidance that establishes the true definition
of affordability for a specific community.

Set-Aside Compliance

Purchase assistance is a popular strategy since it helps
meet the homeownership set-asides. Local governments
canchoosetoinclude rehabilitation as part ofthe purchase
assistance program to also meet the rehabilitation set-
asides. It is important to note that if the seller, buyer, or
another funding source pays for improvements to the
property twelve months before or twelve months after
the rehabilitation, the total SHIP cost would count towards
meeting the rehabilitation set-aside. All improvements
whether performed by the SHIP staff or another funding
source must be documented in the SHIP file. Staff
should retain pictures, receipts, building inspections or

other documentation that will show that the work was
completed with the 12-month window allowed.

The SHIP program does not specify minimum amounts or
a dollar amount that must be spent on rehabilitation, but
staff should consider the definition of “rehabilitation” in the
SHIP rule. Under the rule, “Rehabilitation” means “repairs
or improvements which are needed for safe or sanitary
habitation, correction of substantial code violations, or
the creation of additional living space.” The documented
improvements should meet this definition.

Community Partners: Realtors

The SHIP program is intended to bring together
partners. One of the key partners in a purchase
assistance program is the Realtor. Realtors understand
the housing market, know where the best deals are,
understand affordability and financing, and can help
SHIP buyers manuver their way through the sales
process. Some local governments create a list of
Realtors who will work with their buyers through the
purchase assistance. These Realtors will learn how the
local SHIP program operates and will work with SHIP
buyers through the entire process.

Community Partners: Lenders

Another important partner in the purchase assistance
program is the first mortgage lender.
possible for a low income borrower to purchase a home
withasmall SHIP subsidy. In most cases, the first mortgage
lender takes the most risk on the buyer. However, since
most loans are sold on the secondary market (either by
Fannie Mae, Freddie Mac, or by other investors), these
lenders rarely hold these loans in their portfolio.

Lenders make it

SHIP staff should work with lenders who understand afford-
able housing -- especially those who work to comply with
the requirements of the Community Reinvestment Act. Staff
should hold meetings with local lenders and provide infor-
mation on SHIP guidelines. A good lender partner will help
to ensure success in expending funds under this strategy.

To prevent predatory lending and to address affordability,
many local governments develop lender guidelines that
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must be followed by a first mortgage lender who wishes
to provide first mortage financing.

Community Partners: Homebuyer Counselors

A key component of any purchase assistance program
is homebuyer counseling. Local governments are
encouraged by rule and statute to use SHIP funds to
provide pre- and post counseling for homebuyers.
Since counseling is not considered a homeownership
activity, the funds spent on counseling do not meet the
homebuyer set-aside or any of the set-asides.

Although there is no requirement for recipients of SHIP-
provided counseling to be income verified or program
eligible, SHIP funded housing counseling—including
stand-alone counseling and education activities that do
not support a specific LHAP strategy—should generally
focus on an audience that is predominantly moderate, low,
or very low income.

Counseling can be performed in many ways. It can be
provided in group classes and through one-on-one coun-
seling and can offer both pre- and post-purchase guidance.
Most local governments contract with a counseling agency to
provide counseling under their purchase assistance programs.

Housing Counseling activities are reported in the annual
report on Form 1 under “additional use of funds” in the
section labelled “homeownership counseling”. Inthe LHAP,
the use of counseling funds is not considered a strategy, but
rather a support service. Local governments address coun-
seling in Section | subsection K of the LHAP Template:

Support Services and Counseling: Support services
are available from various sources. Available
support services may include but are not limited
to: Homeownership Counseling (Pre and Post),
Credit Counseling, Tenant Counseling, Foreclosure
Counseling and Transportation.

HUD Certified Counselors: SHIP administrators are encour
aged to use HUD approved counseling agencies that have
received training in pre- and post-purchase counseling.
HUD recently announced new rules requiring certification
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of counselors at HUD approved housing counseling agen-
cies. This move recognizes the important role that housing
counseling plays in many successful affordable housing
initiatives. HUD's announcement is expected to have a
significant impact on the housing counseling industry since
many of the organizations providing counseling are HUD
approved housing counseling agencies.

HUD supports housing activities that offer assistance on a
variety of housing topics. For example, many benefit from
pre-purchase classes that inform buyers receiving down
payment assistance. Others receive budget and credit
counseling. In addition, renters occasionally need help
with topics like renter’s insurance coverages, details of a
lease, and avoidance of eviction. Another type of counsel-
ing is focused on general financial management, which is
beneficial for renters, buyers, and all households assisted
by SHIP funds.

The Florida Housing Coalition provides housing counsel-
ing training through Catalyst workshops and webinars,
and most recently through funding from the National
Association for Latino Community Asset Builders (NALCAB).
The Coalition is currently helping a housing nonprofit
establish housing counseling as an additional community
service and apply to be a HUD approved housing coun-
seling agency.

Maximum Value Limits

The SHIP Statute requires jurisdictions to set an upper
limit on the value of a home that will be considered
“eligible housing” for purposes of SHIP assistance.
This requirement is outlined in section 420.9075(4)(f)
of the SHIP Statute: “The sales price or value of new or
existing eligible housing may not exceed 90 percent of
the average area purchase price in the statistical area in
which the eligible housing is located. Such average area
purchase price may be that calculated for any 12-month
period beginning not earlier than the fourth calendar
year prior to the year in which the award occurs or as
otherwise established by the United States Department
of the Treasury.” The SHIP Rule further addresses this
topic in section 67-37.007(11): “The local government at
its discretion may set the sales price or value below the
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90 percent benchmark.” A SHIP jurisdiction, therefore,
has the flexibility to a lower maximum value limit or it can
use the Treasury limits or the Housing Finance Authority
(HFA) limits. The Treasury limits, the most common limits
used by local governments, are published every year on
the FHFC website.

A community’s maximum sales price or value should be
set at a realistic level to represent the sales price at which
there are an adequate number of homes to buy. Affordable
housing professionals do not have the power to control
the sales price of homes—housing prices are estab-
lished by the interaction of buyers and sellers in the open
market. For the most part, we rely on the private sector
to build the single-family houses that low-income buyers
will purchase with assistance. There must be an adequate
supply of homes for these buyers to purchase, and so the
actual price of available homes for sale must be consid-
ered when setting the maximum sales price or value. As
housing prices rise, communities must increase their maxi-
mum sales prices. If they do not raise this price to keep up
with the market, SHIP eligible buyers will not be able to
find any homes to purchase. The market is not producing
houses at a price that SHIP eligible buyers can afford. This
is why the SHIP subsidy is needed. It is the combination of
a buyer’s first mortgage money and this subsidy that makes
the equation of home purchase truly affordable. As housing
prices continue to outpace the annual increase in house-
hold incomes, it will take larger levels of subsidy to keep this
equation affordable. Call the Florida Housing Coalition for
additional assistance on considering the level at which to
set the community’s maximum sales price or value.

More Policy Considerations

No First Time Homebuyers Policy

The SHIP program does not require that buyers be first-
time homebuyers.
choose to limit their assistance to first-time homebuyers.
The SHIP Statute and Rule do not define "firsttime
homebuyer" and this is not a fundamental requirement

However many local governments

of the SHIP program. However, local governments have
the flexibility to establish a first-time buyer policy and a
definition to be created locally.

The Federal Mortgage Revenue Bond program defines a
first-time homebuyer as someone who has not owned a

home for the last three years. This definition can be used
asaguide. Several programs also include displaced home-
makers or individuals that are divorced as eligible first-time
buyers. The HOME program defines a displaced home-
buyer as an adult that has not worked full time, full year in
the labor force for several years, but has, during such years,
worked primarily without remuneration to care for the home
and family, and who is unemployed or underemployed and
is experiencing difficulty in obtaining or upgrading employ-
ment. Many communities have targeted mobile homes for
replacement and allow assistance to mobile home owners
under their definition of first-time homebuyer.

Co-Borrower vs. Co-Signer

There is nothing in the SHIP statute or rule that prohibits
co-signers. Itis not uncommon for SHIP-assisted buyers to
have co-signers. Co-signers are not household members,
so their income will not be counted in household income
when determining income eligibility. There is one
exception: the co-signer’s income must be counted if he
orsheisthe spouse of the applicant. In all other cases, staff
should document that the co-signer maintains a separate
residence. Another important issue must be considered.
Staff should check who owns the home once it is
purchased. Naturally, the co-signer’s name and signature
will be included on the first mortgage, since the co-signer
is assuring the first mortgage provider that he or she will
assume mortgage payments if the applicant fails to stay
current on the mortgage. However, the co-signer should
not be included on the title to the house. Ownership of
the house must be fully in the SHIP applicant’s name.

Waiver of Intangible Tax

Documentary stamp and intangible taxes are a part of
home purchase closing. The documentary stamp tax
must be paid on SHIP second mortgages. However,
intangible taxes do not have to be paid on SHIP second
mortgages. The statutory basis for this is outlined in
Chapters 199 and 201, F.S. Section 199.183(1), F.S,,
addresses the intangible tax. It states that "intangible
personal property owned by this state or any of
its political subdivisions or municipalities shall be
exempt from taxation under this chapter." Regarding
SHIP transactions,
Department of Revenue have confirmed that SHIP

conversations with the Florida
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funds are the property of the state's municipalities and
are considered to be "intangible personal property"
as discussed in this statute. Therefore, SHIP second (or
third) mortgages are exempt from intangible taxation.
Section 201.08(1), F.S., addresses the documentary
stamp tax. The State requires that all notes or mortgages
be subject to this tax and that the Florida Legislature
must explicitly state if a certain type of transaction is
exempt from the tax. The Legislature has not provided
an exemption for SHIP transactions.

Community Land Trusts

Community land trusts (CLTs) are nonprofit organizations
developed by communities or public entities to create
and preserve long-term, affordable housing for low-
to moderate-income residents. More and more local
governments are turning to community land trusts to keep
housing affordable for the long term. Under this type of
ownership, a CLT purchases the underlying land, transfers
the title of the home and other structural improvements to
an income-eligible homebuyer, and leases the underlying
land to the homebuyer utilizing a 99-year ground lease —
the functional equivalent of ownership in Florida.

The CLT ground lease will contain a resale provision requir-
ing that the home be sold to a new income-eligible buyer at
an affordable price. The restricted resale price mandated by
the ground lease will commonly include whatever monies
the homeowner paid in equity at closing, the principal
payments made on the mortgage, and limit the appreci-
ation to one quarter of what the appreciation would have
been for fee simple ownership. This removes the home
from the speculative market and ensures the home will be
affordable in perpetuity.

ClLTs are great vehicles by which to preserve a local govern-
ment’s SHIP funds. Because CLT homes are affordable
in perpetuity due to their resale restrictions, they are a
one-time investment of SHIP dollars. Under the normal
economic environment of rising prices, the SHIP monies
recovered from a loan made five to ten years earlier are typi-
cally not enough to get a similarly situated income-eligible
family into homeownership, as the gap between the family
income and the cost of the house will now be greater. In
this normal environment, the local government would have
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to spend more of its funds to make homeownership avail-
able to the next homebuyer. By using SHIP to support CLT
homeownership, however, the local government subsidy
is retained in the home and continues to be affordable to
a similarly situated income-eligible family regardless of the
rise in home prices.

A growing number of local governments recognize the
important role CLTs can play as stewards of community
resources. CLTs can provide services which would other
wise fall upon the local government to perform. In return,
local governments can support CLT activities by provid-
ing construction financing, down payment assistance, and
rehabilitation assistance to buyers of CLT homes through
SHIP, by providing land on which the housing can be
built, and by providing ongoing administrative support.
By using SHIP monies to further write down the purchase
price of a CLT home, the cost of the home is significantly
reduced, creating an affordable opportunity for homeown-
ership for the first family who purchases and for each family
that purchases thereafter. Local government support will
greatly enhance the initial and long-term affordability for its
residents as CLTs provide an essential service in meeting
present and future community housing needs.

Further, by virtue of retaining ownership in the land and
by virtue of the CLT's stewardship role, the risk for fore-
closure of a CLT home is substantially less than that of fee
simple ownership. Under the CLT ground lease, the CLT
shall have a right to cure any default on a mortgage on
the Homeowner's behalf. Thus, if the homebuyer fails to
pay on a loan, the CLT has the capacity to step in and cure
the default. In a study by the Lincoln Institute, it was found
that during the Financial Crisis at the end of 2009, only
0.56 percent of CLT mortgages were in the foreclosure
process compared to 3.31 percent of prime loans granted
by Mortgage Bankers Association (MBA) affiliates. MBA
loans were 8.2 times more likely to be in the process of
foreclosure than CLT mortgages. This can be traced to the
ClLTs stewardship role. CLTs also engage their homebuyers
with pre-and post-counseling assistance to ensure that the
homes are affordable in perpetuity. This facet can assure
local governments that their investment will not be risky
or unwise.
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A CLT can serve a single neighborhood, an entire county,
and a particular geographical area or region. In Florida, it is
important to be mindful of the variety of submarkets -- each
with unique economic conditions and political climates.
By tailoring the end product, resale provisions, and caps
on appreciation and equity sharing arrangements, the CLT
can adapt to the local market. This is an overall benefit of
the CLT.

Each CLT - given its own goals and local circumstances -
designs its own resale formula to set the maximum prices to
which homebuyers can sell their homes. Most local groups
starting CLT programs spend a good deal of time examin-
ing the various possibilities before deciding on a formula
that is right for them.

Most importantly, CLTs are wealth-building tools for low-
to moderate-income persons who may not have had the
opportunity to previously own a home. CLT homes provide
a chance to build substantial assets through affordable
monthly payments. Thus, local government support of
CLT homes can leave a positive mark on communities for
years to come.

Guidance for Home Rehabilitation

Housing rehabilitation is perhaps one of the most difficult
activities to undertake in any affordable housing program.
The combination of issues related to financial assistance to
eligible individuals, working with contractors, specifying
quality rehabilitation on poorly constructed homes, and
balancing the needs and expectations of homeowners
may lead to problems. Many of the guidelines will help to
alleviate and avoid some problems that may and do occur
during the rehabilitation process.

Information provided in this document is not intended to
replace local rehabilitation procedures but may be used to
complement existing policies and procedures.

Program Design

The first step in the process of identifying staff's
rehabilitation activities is to consider program design.
Under the umbrella of owner occupied residential
rehabilitation programs, local governments can carry out
emergency repair programs, accessibility and disaster
mitigation programs, energy-efficiency improvement

programs, and general residential rehabilitation

and reconstruction programs. Local governments
should consider several factors when deciding which
rehabilitation activities will be incorporated into the LHAP.
These include local needs, age of housing stock, location,
types of units, construction cost, funding sources, and
staff capacity. Review the sample Rehabilitation Strategy
in Appendix 6. In addition, download the Florida
Housing Coalition’s “Residential Rehabilitation Guide” to
assist local governments in designing and implementing
their rehabilitation programs at: http://www.flhousing.

org/wp-content/uploads/2012/03/Residential-Rehab-
Guide-2017.pdf.

Local Needs: To determine the type of rehabilitation activ-
ities the local government should undertake, the local
government should review housing data. Staff should
consider the age of the community’s housing stock, the
location of the units within the city or county, type of units
and construction type, housing conditions, and the needs
of residents.

Before designing its program, the local government should
review documents such as the Comprehensive Plan hous-
ing element and the Consolidated Plan which address
housing needs and goals. Itisalso useful to use resources
such as the Shimberg Center for Housing studies, Census
Data, and local studies developed by the local government
planning department or the Community Reinvestment Area
staff. Staff should also review the number and types of cita-
tions that are issued by code enforcement.

Staff should also consider what percentage of the housing
stock is made up of owner-occupied homes and how many
properties are occupied by seniors or those with disabili-
ties. The cost of construction and limited contractors may
have an impact on the activities the local government can
undertake. Communities with an older housing stock may
need to invest a larger amount of funds to repair or rebuild
properties and bring them up to current codes. Inregards
to location of housing units, properties located in coastal
areas have different needs than those located in Central or
North Florida. Mitigation efforts and the strengthening of
these properties should be a priority. Communities that
have many mobile homes may need a program design that
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provides replacement mobile homes or is able to rehabil-
itate eligible mobile homes. Here are resources to help
staff identify the local housing market:

*  Shimberg Center for Housing Studies, University
of Florida http://www.shimberg.ufl.edu/

e U.S. Census Bureau (American Community
Survey and Decennial Census) http://factfinder.
census.gov/faces/nav/jsf/pages/searchresults.
xhtml?refresh=t

* U.S. Department of Housing and Urban
Development (HUD) Comprehensive Housing
Affordability Strategy (CHAS) https://www.
huduser.gov/portal/datasets/cp.html

* Consolidated Plans submitted to HUD by local
government recipients of Community Planning
& Development (CPD) grants, including the
Community Development Block Grant (CDBG)
and HOME Investment Partnerships Program
(HOME) funds https://www.hudexchange.info/
consolidated-plan/con-plans-aaps-capers/

To obtain detailed local data on interior and exterior prob-
lems with the local housing stock, it may be necessary to
conduct windshield surveys, review code enforcement
data, administer surveys to very low-, low-and moderate-in-
come homeowners, or work with a research institution to
analyze American Housing Survey microdata for the area.

Program Staff

Thelocalgovernmentmustalso considerstaffingconcerns.
The number of employees available to implement the
rehabilitation program and their housing experience are
influential factors in deciding the type of assistance that
will be provided ina community. Ifthe program has one or
two staff members, the local government should consider
limiting the activities authorized by the LHAP.

SHIP administrators should consider the use of qualified
non-profit or for-profit organizations as “Sub recipients”
to assist in carrying out day-to-day operations or a specific
aspect of program administration, such as inspections and
work write-ups. When using Sub recipients to carry out
all or portions of the repair program, follow the selection
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process outlined in the LHAP in accordance with local
procurement policies and procedures. Staff should execute
written agreements with these agencies and monitor them
on a regular basis to ensure compliance.

Alternatively, staff members from other local government
departments, such as the Building Department, may assist
with inspections and work write-ups. The duties of staff
from other departments will be negotiated and should be
clearly outlined in a Memorandum of Understanding or
Agreement between the two departments.

Local government should think about the language
needs of applicants when identifying staff. Many
residents in the community may have Limited English
Proficiency (LEP). LEP persons are those whose profi-
ciency in speaking, reading, writing, or understanding
English, as a result of national origin, is such that it would
deny or limit their meaningful access to programs and
services provided by the local government if language
assistance were not provided. President Bill Clinton
issued Executive Order 13166, signed on August 11,
2000, which directed all federal agencies, including
the Department of Housing and Urban Development
(HUD), to work to ensure that programs receiving federal
financial assistance provide meaningful access to LEP
persons. Ifa community has developed a plan to comply
with this requirement under its federal programs, staff
can consider applying these same requirements under
the SHIP program as a best practice. Itis helpful to deter-
mine the largest language-minority population that the
local government serves and develop a plan to trans-
late publications or hire a translator to ensure that the
applicants understand the specific requirements of the
program. Language barriers can create confusion and
misunderstandings which will often lead to disputes.
The basic requirements of two key staff positions are
described below. Additional details about the duties
of rehabilitation program staff should be detailed in a
Policies and Procedures manual.

Intake Counselor: One essential SHIP staffer is the intake
counselor. This person responds to telephone inquiries
from members of the public who are interested in rehabil-
itation assistance, reviews applications for rehabilitation
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assistance, and may also be responsible for maintaining the
waiting list. Each rehabilitation strategy should have its own
waiting list. The system for recording calls and telephone
applications should include mechanisms to avoid human
error by the intake counselor. The best practice is to serve
applicants on a first-qualified, first-served basis, rather than
a first-come, first-served basis.

The pre-screening process is important. The intake coun-
selor should ask questions about the household'’s program
eligibility, unit eligibility, and income eligibility. For exam-
ple, the intake counselor should obtain information from
each client on the location of the property to be rehabil-
itated, the type of property (single-family, duplex, etc.),
the condition of the property, household size, household
income, and other client needs (e.g. for wheelchair acces-
sibility retrofits).

An applicant who is determined to be eligible on a prelim-
inary basis will then be placed on the waiting list for the
appropriate rehabilitation program. The intake counselor
must keep records of waiting lists even after all clients have
been assisted to document that the waiting list existed and
that the clients were served. The waiting list should also
document when the client was assisted or disqualified and
removed from the list.

The intake counselor will then contact the applicant and
will set up an appointment to meet with the applicant to
review the application and all supporting documentation.
The intake counselor should date-stamp all documents
received, including the initial application. When reviewing
a client’s application for eligibility, the intake counselor
is responsible for asking clarifying questions about the
information provided, requesting any necessary docu-
mentation from the client, and obtaining third-party
verifications, as detailed in the applicable Policies and
Procedures manual.

Housing Inspector: A housing inspector is responsible
for determining what repairs the home needs and if those

repairs qualify under the program guidelines. A good hous-
ing inspector is crucial to the rehabilitation program, and
must be able to:

* Balance the relationship between the local

government, the homeowner and the contractor

*  Provide clear work specifications to contractors as
a means to reduce the likelihood of change orders

e Ensure that the work is of good quality and in
accordance with the specifications

*  Ensure that disputes about the quality of work or
unforeseen obstacles to project completion are
resolved in a manner that is fair to all parties

* Evaluate the need for change orders to the work
scope

A SHIP administrator should review the experience and
education of candidates for the Housing Inspector posi-
tion. Inspectors should be familiar with the Florida Building
Code as well as local codes that impact the repairs that will
be performed in the program. They should be familiar with
inspection techniques and inspection and cost estimating
software programs; be able to read plans and drawings of
the work to be performed; have knowledge of structural,
mechanical, electrical and plumbing components; and
have sufficient knowledge of labor and material costs in
the area to provide a good cost estimate for the work to be
performed. Inspectors should also have good communica-
tion and listening skills with the ability to be tactful, yet firm.
Finally, inspectors should have good writing skills, good
computer skills, and should be safe drivers.

Once an inspector is hired, their duties and responsibilities
should be clear. The inspector should be able to provide
clear and well-written rehabilitation standards, work
write-ups, and other specifications which help to reduce
change orders and improve the quality of work performed
by Contractors that participate in the programs. Specific
duties include:

* Conducting the initial property inspection

*  Developing the work write-up and specifications

*  Conducting the pre-bid walkthrough

* Providing project oversight

* Conducting required inspections for approval of
draw requests

*  Approving payments

* Maintaining communication between all parties
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* Preparing and approving change orders
* Ensuring that inspections have passed

*  Preparing the punch list

*  Approving final payment

* Following up on warranty issues

Inspectors should be provided with continuous training
opportunities and the tools needed to perform their work.
Inspectors should receive continuous support from the
housing program'’s clerical staff. The SHIP administrator
should solicit feedback on the inspector’s performance
from homeowners and contractors who participate in
the rehabilitation programs and the inspector should be
rewarded for good performance.

Rather than hiring an “in-house” inspector, the local govern-
ment SHIP administrator may prefer to contract with a
third-party firm to conduct inspections or may develop an
interdepartmental agreement with another local govern-
ment department (e.g. the Building Department) to jointly
fund the salaries of qualified inspectors. For more infor-
mation on staffing decisions for rehabilitation inspectors,
please visit the following link for a recording of an online
training provided by the Florida Housing Coalition: https://
vimeo.com/142914189

Funding Sources

Another factor to consider when determining the type
of rehabilitation programs the local government wiill
administer is the availability of funding sources other than
SHIP. Cities and counties with federal grants, such as
CDBG and HOME, have more resources available for the
administration of their programs and the type of activities
they can carry out. When combining multiple funding
sources governed by different sets of requirements to
carry out a single activity, the most stringent requirements
should be followed. For local governments that
administer multiple funding sources for rehabilitation, it
is far more feasible to support expensive activities such
as reconstruction. Using SHIP funds to leverage other
funding sources is encouraged and will assist local
governments in expending SHIP rehabilitation funds in a
timely manner.

CHAPTER SIX

Pitfalls to Avoid
Below is a list of the most common pitfalls to avoid in the
rehabilitation program process:

Contractor-Related Pitfalls

* Awarding work to inexperienced contractors
* Awarding too many jobs to one contractor

*  Accepting bids that are too low and not within 10%
or 15% of the in-house estimate

*  Accepting poor workmanship by the contractor
* Allowing installation of cheap materials
* Allowing unjustified delays

* No penalties for contractors that fail to comply with
the terms of the warranty

Homeowner Pitfalls

* Allowing homeowners to give the inspector a “wish
list” of work they want performed on the home

* Not ensuring that the homeowner provides access
to property during construction

* Not requiring homeowners to store/protect
personal property

* Not requiring homeowner to relocate when exten-
sive or hazardous work will occur

* Allowing the homeowner to be in charge of the
project

* Allowing the contractor to perform work outside
the scope of work

* Allowing homeowners to keep coming back to the
SHIP program for additional work not covered by
warranties after the case is closed

All of these items can be addressed with clear Rehabilitation
Program policies and procedures. Early in the process,
SHIP program staff should discuss these policies and
procedures with the homeowner and contractor and
should incorporate the program rules into the written
agreements with a process for enforcement.
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Elements of Rehabilitation

Mitigation Improvements

Local governments should consider disaster mitigation
and retrofit devices as part of the rehabilitation process.
The local government should consider replacing roof
sheathing and covering; installing secondary water
barriers, hurricane straps or clips, and impact-resistant
windows and door opening protection; bracing gable
end walls; anchoring walls and floors to the foundation;
and strengthening roof deck attachments using nails,
among other mitigation improvements.

For additional information on mitigation programs, please
visit the Florida Division of Emergency Management’s
Mitigation webpage: https://www.floridadisaster.org/
dem/mitigation/

Rehabilitation Standards and Specifications
Rehabilitation standards provide a minimum performance
standard for a rehabilitation program. The standard is a
guide used to determine which specifications should be
appliedindifferentsituations to uniformly produce decent,
safe, and durable homes. It may include cost-effective
elements of “green” rehabilitation, universal design, and
Any rehabilitation standards
must be consistent with the Florida Building Code, local
building code requirements, and the LHAP. The links
below provide sample home rehabilitation standards that
may be modified for use by the local government.

mitigation improvements.

e https://www.hudexchange.info/resource/745/
sample-nsp-singlefamily-housing-rehabilita-
tion-standard/

e https://www.enterprisescommunity.org/resources/

example-design-standard-single-family-rehabilita-
tion-13619

Specifications provide specific guidance on the quality
of the rehabilitation products to be used, and where and
how they will be installed. In order to have fair bids, main-
tain consistency in the quality of work to be performed,
and help to reduce change orders, the local government
must provide clear and concise work specifications for its
rehabilitation program. The link below provides a sample
rehabilitation specification.

e https://www.hudexchange.info/resource/744/

sample-nsp-singlefamily-housing-rehabilita-

tion-specifications-including-green-specs/

Green Building

Local governments are required by SHIP Rule and Statute
to incorporate current and emerging green building
and design techniques into the housing strategies of
their Local Housing Assistance Plans, promoting both
sustainability and greater affordability (see § 420.9075(3)
(d), F.S.). These green building elements should include
energy and water efficiency improvements, as well as
measures to improve indoor air quality. A blower door
test is strongly recommended during the initial inspection
to identify air leaks in the building envelope.

The Florida Green Building Coalition (FGBC) provides certi-
fication standards for existing buildings at the following link:
http://floridagreenbuilding.org/homes (download the
most recent Checklist and Reference Guide)

Even if FGBC certification is not sought for a rehabilitated
home, the FGBC provides a list of green building activities
that may easily be incorporated into the scope of work for
a rehabilitation project.

Universal Design and Visitability

In many cases, SHIP rehabilitation programs provide
assistance to elders and people with disabilities who
need retrofits to make their homes accessible. In general,
it is good practice to incorporate accessibility features in
the scope of work for a rehabilitation project whenever
possible. For example, if the scope of work includes
modifications to interior doorways, it may be appropriate
to widen the doorways to accommodate current or future
wheelchair-bound inhabitants.

Accessibility improvements should be guided by Universal
Design and Visitability standards. Florida Housing
describes Universal Design as any component of a dwelling
unit that may be used by everyone regardless of their level
of ability. Universal design features are generally standard
building products or features that have been designed
or placed differently and/or selected for ease of use or
access. Forexample, standard electrical receptacles may
be placed higher than usual above the floor, standard but
wider doors may be selected, and steps at entrances may
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be eliminated to make housing more universally usable.

The approach of visitability incorporates some specific
Universal Design (UD) features that allow mobility-impaired
or wheelchair-bound persons to safely and easily enter a
dwelling unit, access and use one bathroom, and visit the
common spaces of the dwelling unit. However, UD is
broader than visitability, encouraging housing designers
to think of all of the types of people who may be residents
throughout the life of the property, such as elderly or
disabled people. UD allows current residents to remain in
their homes as they age or experience decreased mobil-
ity, rather than being forced to move as more accessibility
features become necessary to maintain independence.

The following links provide sample Universal Design
specifications:

*  https://www.floridahousing.org/
FH-ImageWebDocs/UniversalApps/2011/
RelatedReferences/Universal%20Design%20and %20
Visitability%20Manual_Final_11_03_2010.pdf

e https://www.enterprisecommunity.org/
solutions-and-innovation/green-communities/
tools-and-services/construction-specifications

Additional Policy Considerations

Right of Rescission

The Right of Rescission under the Truth in Lending Act (TILA)
applies to non-exempt credit transactions secured by the
consumer’s principal dwelling. The consumer is afforded
a right to cancel the transaction until midnight of the third
business day following “consummation” of the transaction
or delivery of the required information and rescission forms
together with the requisite disclosures under TILA, which-
everis later. Itis meant to give the borrower a "cooling off"
period and time to review mortgage documents. Funding
takes place after the three-day rescission period. The Right
of Rescission applies only to refinance transactions on a prop-
erty that is used as the borrower's primary residence and
does not apply to a purchase transaction or to property that
is being used for investment purposes or as a second home.

Evidence of right of rescission and truth-in-lending disclo-
sures were not observed in the files selected for review. The
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Dodd-Frank Wall Street Reform and Consumer Protection
Act of 2010 (Dodd-Frank Act) created the Consumer
Financial Protection Bureau (CFPB) to protect American
consumers from unfair, deceptive, and discriminatory
practices when purchasing financial services and prod-
ucts. In particular, the CFPB has the authority to monitor and
enforce compliance with federal mortgage lending laws
and regulations. In November 2013, the CFPB issued afinal
rule amending TILA and Real Estate Settlement Procedures
Act (RESPA) to integrate several mortgage loan disclosures.
The TILA-RESPA Integrated Disclosure Rule is commonly
known asthe TRID rule. On July 21, 2015, the CFPB issued a
final rule establishing October 3, 2015, as the new effective
date for implementation of TRID and the new disclosure
forms. Increased government regulation of the mortgage
industry and harsh penalties for non-compliance make it
imperative that all lending entities understand and comply
with the laws.

We recommend that the County/City seek legal advice
to ensure compliance with the relevant federal mortgage
lending rules and regulations.

Special Considerations for Special Needs Applicants
The SHIP program requires that no less than 20% of
distribution dollars be used to assist special needs
clients. Additionally, the first priority of this 20 percent is
to serve homeowners with developmental disabilities by
providing home modifications, including technological
enhancements and devices which will allow homeowners
to remain independent in their own homes and maintain
their homeownership.

Below are the definitions for both “person with special
needs” and “disabling condition”.

F.S. § 420.0004(13): “Person with special needs” means an
adult person requiring independent living services in order
to maintain housing or develop independent living skills
and who has a disabling condition; a young adult formerly
in foster care who is eligible for services unders. 409.1451(5);
a survivor of domestic violence as defined in's. 741.28; ora
person receiving benefits under the Social Security Disability
Insurance (SSDI) program or the Supplemental Security
Income (SSI) program or from veterans’ disability benefits.
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F.S. § 420.0004(7): “Disabling condition” means a diag-
nosable substance abuse disorder, serious mental iliness,
developmental disability, or chronic physical illness or
disability, or the co-occurrence of two or more of these
conditions, and a determination that the condition is:

(a). Expected to be of long-continued and indefinite
duration; and

(b). Not expected to impair the ability of the person with
special needs to live independently with appropriate
supports.

When conducting inspections, the inspector should ensure
that all modifications and repairs include work that will allow
the individual with special needs to live independently and
remain in their home. The American with Disabilities Act
provides design standards and modifications that can be
used when developing work write-ups and specifications
that will address the needs of these applicants. For addi-
tional information go to: http://www.ada.gov/

Conflict of Interest

Local governments should ensure that there are no conflicts
of interest in their programs. Most conflict of interest rules
are established by local governments to ensure that there
is no personal benefit or gain by staff, owners, or contrac-
tors in relation to the activities carried out under these
programs. A conflict of interest may also arise if an appli-
cant for assistance is related by family or has business ties
to any employee, officer, elected or appointed official or
agent of a unit of government who exercises any functions
or responsibilities with respect to the program.

The owner and contractor applications may ask ques-
tions related to potential conflicts of interest. All potential
conflicts of interest should be disclosed before assistance
is provided. Check with the City/County/Agency attorney
to determine the conflict of interest laws that apply. Itisa
best practice to have the owner sign a “Conflict of Interest
Disclosure” as part of the application process.
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CHAPTER SEVEN:

CHAPTER SEVEN

Rental Housing Using SHIP

Rental Development OR Rental Assistance? Rental development involves SHIP payments for new construction,
rehabilitation, infrastructure, and impact fees for several rental units. By contrast, rental assistance involves help
foran eligible tenant household. Rental assistance includes rent deposits, eviction prevention, and rent subsidies.

Rental Assistance Guidance

Limitations on the Amount of SHIP funds for Rental
Assistance

The amount of SHIP funds that may be provided for rental
assistance for tenant households is limited by the set-aside
requirements. Specifically, such assistance must comply with
the construction/rehabilitation set-aside, because it is the most
restrictive set-aside. 75 percent of the allocation is reserved
for new construction and rehabilitation activities, and another
10 percent is typically reserved for administration, leaving 15
percent remaining for rental assistance. Upto 15 percent ofthe
allocation, plus all program income, may pay for rent assistance.

100% Allocation
- 75% Construction/Rehabilitation Set-Aside

-10% Administration

15% of Allocation Available for Rental Assistance
PLUS all Program Income

Types of Rental Assistance

Rent Deposit: SHIP may provide a rent deposit, including
first and last month’s rent, a security deposit, and utility
deposits. Such assistance is often provided as a grant.

Eviction Prevention: Eviction prevention assistance is
available to households who are already residing in rental
housing but require SHIP to help pay past due rent and
avoid eviction. Communities offering this assistance often
specify that it is available only for households that can
document their ability to continue to maintain their rent
payments after assistance is provided.

Rent Subsidies: This assistance is limited to very low-in-

come households with household members who are
homeless or have at least one member who meets the
definition of special needs. Assistance may include depos-
its and payment of rent for up to 12 consecutive months.
When provided to homeless households, this type of

assistance is sometimes referred to as rapid rehousing.
SHIP rent subsidy assistance may only be spent on rentals
charging monthly rent that is at or below the amount on the
rent limits chart. For rent subsidies, compliance is achieved
if the rent does not surpass the 120% AMI amount on the
rent limits chart, irrespective of household income.

Disaster Assistance: A SHIP disaster strategy may provide
temporary rent assistance. SHIP pays for displaced house-
holds to stay at hotels or rental units with month to month
leases. This temporary relocation is only for applicants
who cannot stay in their normal housing because it is disas-
ter-damaged and uninhabitable. Confirm this by inspecting
the housing unit upfront and by determining whether the
applicant is income eligible for SHIP.

Review of Rental Assistance Strategies

Sample rental assistance strategies are included in
Appendix 6. Some highlights from the three rental
assistance strategies are:

Terms: All rental assistance in these samples are provided
asagrant. Thisisalocal decision.

Selecting a Sponsor: The eviction prevention and rent
deposit strategies may be implemented by city or county
staff. Insome areas, itis most efficient to involve the agency
that operates the local Continuum of Care Coordinated
Entry system. Even if local government staff implement
the program, it is likely that applicants will be referred by
local service providers, including the regional 2-1-1 Hotline,
homeless assistance providers, social service agencies,
and Veterans Affairs offices.

Income Level Assisted: Rent Subsidies for VLI only.

Additional Requirement: Although it is not required
by SHIP Statute or Rule, the rent deposit strategy sets a
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standard for the physical condition of rental units: “The
rental unit must meet Housing Quality Standards as defined
in 24 CFR 982.401."

Similarities: None of the strategies assist Moderate
income households, an income group that is more often
provided with purchase assistance. Although rent deposits
are included as a stand-alone strategy, the Rent Subsidies
strategy also involves paying deposits.

Rental Development Guidance
Limitations on the Amount of SHIP Funds for Rental
Development

The amount of SHIP funding that may be provided for rental
development is limited by the set-aside requirements.
Specifically, such assistance does not comply with the
homeownership set-aside. However, it does comply with the
construction/rehabilitation set-aside and therefore, funding
for rental development is not as limited as rental assistance.
65 percent of the SHIP allocation is reserved for homeowner-
ship activities, and another 10 percent is commonly reserved
for administration, leaving 25 percent remaining for rental
development. Up to 25 percent of the allocation, plus all
program income, may pay for rental development.

100% Allocation
- 65% Homeownership Set-Aside
- 10% Administration

25% Allocation Available for Rental new construc-
tion or rehabilitation PLUS all Program Income

Types of Rental Development

Rental New Construction: Construction ofrental housing
often comes with a large price tag. Therefore, SHIP funds
are rarely the sole source of financing. In many cases,
SHIP does not finance a majority of the construction costs,
and other sources of subsidy including HOME, SAIL, and
Housing Credits are also used for development. When
SHIP pays for only a portion of construction costs, SHIP
staff usually create a SHIP rental agreement that indicates
that only a portion of the total units constructed are SHIP-
assisted. Any rental development that receives more than
$10,000 of SHIP funding must be monitored for no less
than 15 years.

The rental construction process can last for months, and
timing isan important factor. SHIP funds must be expended

three years from the time when they were first received.
Local governments must not encumber SHIP funds for
rental development without reviewing a detailed project
schedule that indicates that the project will be completed
and occupied within three years of the commitment. For
rental construction projects, SHIP funds cannot be consid-
ered expended until the SHIP rental unit has been fully
constructed and occupied by a SHIP eligible tenant.

Rental Rehabilitation: SHIP may be used to repair rental
housing as long as a SHIP community has adopted a rental
rehabilitation strategy in its LHAP. It is rare for SHIP to
pay for repairs on only one rental unit; instead SHIP staff
commonly enact an agreement with a rental property
owner to repair all or several rental units in an apartment
complex. Common repairs include roof replacement,
plumbing, air conditioning maintenance or replacement,
electrical repairs, and measures to make units more acces-
sible to residents with disabilities.

Some types of repair, such as repairs to the roof or common
areas, will benefit all residents. If SHIP pays the entire costs
of these repairs, then all residents must be determined to
be SHIP income eligible. Alternatively, if SHIP pays for only
a portion of the costs, then a proportionate number of resi-
dents are required to be certified as income eligible.

Asample SHIP rental agreement and sample rental mortgage
note are included in Appendix 12. Once staff completes
construction on SHIP-assisted rental properties, report to
the FHFC the amount of rent for each bedroom size per unit
by rental strategy. This data is included on the second page
of the SHIP annual report (discussed in Chapter 7).

Review of Rental Development Strategy

Maximum award: This award text for this strategy
is unigue among the SHIP strategies supplied in the
Appendix because two types of maximums are provided.
The strategy states:

$5,000 maximum per rental unit

Project maximum:
» $75,000 for developments over 50 units

*  $150,000 for developments with 50 units or
less that include Special Needs units.
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First, the strategy addresses the per unit rental maximum
award. The sample strategy has a relatively low maximum,
meaning that many units will be assisted if any significant
amount of SHIP money is invested in this strategy.

The Project maximum is addressed second. This s a sepa-
rate type of maximum award, indicating the top levels of
SHIP involved with rental development in a rental property.

Loan Terms: SHIP funds spent on rental development
cannot be provided as a grant. Instead, for a period of at
least 15 years, a recorded SHIP lien on a rental property will
ensure that SHIP income eligible households occupy units
that charge an affordable rent.

Affordability Period: Although the SHIP statute includes a
15-year minimum affordability period for projects with over
$10,000 of SHIP assistance, a best practice is to extend
affordability for an even longer period of time to preserve
affordability. For example, FHFC requires a 50-year
affordability period for tax credit projects and the HOME
program requires a 20-year affordability period for new
construction of rental housing.

Selecting a Sponsor: Section 420.9075 of the SHIP
Statute defines a Sponsor as

“a person or a private or public for-profit or not-for-
profit entity that applies for an award under the local
housing assistance plan for the purpose of providing
eligible housing for eligible persons to partially assist
in the acquisition, construction, rehabilitation, or
financing of eligible housing or to provide the cost of
tenant or ownership qualifications.” Consider using
the selection criteria provided in the sample strategy
ata minimum.

Right of First Refusal required for SHIP-Assisted Rental
Housing:

The SHIP program includes a provision to help ensure
the long-term affordability of rental units that receive
SHIP assistance. The provision is located in Section
420.9075(5)()) and states:

(i)...Eligible sponsors that offer rental housing for sale
before 15 years or that have remaining mortgages
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funded under this program must give a first right of
refusal to eligible nonprofit organizations for purchase
at the current market value for continued occupancy
by eligible persons.

This language should be included in the written agreement
with the developer.

Monitoring SHIP-funded Rental Development

Monitoring is required for all SHIP rental development. No
monitoring is required when providing rental assistance
to an individual tenant household. The SHIP monitoring
requirements for rental development are included in the
SHIP Rule:

Rental units constructed, rehabilitated or otherwise
assisted from the local housing assistance trust fund
must be monitored annually by the local government,
or to the extent another government entity or
Corporation program provides periodic monitoring.
The local government may rely on that entity’s
monitoring for 15 years or the term of assistance,
whicheverislonger, for compliance with tenantincome
and affordability requirements, except as referenced
in Section 420.9075(4)(e), F.S. In determining the
maximum allowable rents, 30 percent ofthe applicable
income category divided by 12 months shall be used
based on the number of bedrooms. A rental limit chart
based on the above calculation adjusted for bedroom
size will be provided to the local governments by the
Corporation annually. 67-37.007(11), FA.C.

An exception is stated in section 420.9075(4)(e) of the SHIP
Statue, which indicates that no monitoring is needed when
rental developments receive small amounts of SHIP assis-
tance: “Any loan or grant in the original amount of $10,000
or less shall not be subject to these annual monitoring
and determination of tenant eligibility requirements.” This
$10,000 counts the total SHIP funds awarded for multiple
units in a development.

The passage above from the SHIP Rule includes a time
saving measure that might pertain to some SHIP-assisted
properties. If the rental development project also includes
SAIL, Tax Credits or FHFC bonds, SHIP staff may rely on the
periodic monitoring information collected by the FHFC's
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contracted monitors for those programs. In cases where
the data collected by the FHFC's contracted monitors does
not cover all the elements of compliance with the SHIP rental
agreement, SHIP staff will have to collect the additional data.
Monitor each rental property for 1) income eligibility, 2) rent
limits for affordability requirements and 3) the property’s
physical condition.

INCOME ELIGIBILITY: Each time staff monitor rental prop-
erty they must confirm that the tenants living in SHIP-assisted
rental units are still income eligible. Staff should review the
written agreement between the city or county and the prop-
erty owner. The agreement will indicate if all or a portion of

the rental units in a multi-family property must be occupied
by SHIP-eligible tenants. It may also reserve some or all the
SHIP-assisted units for very low or low-income households.
The agreement will also likely require the property managers
of the SHIP-assisted units to complete annual recertifica-
tions of income eligibility. Once a year staff must review
and confirm if the number and income level of SHIP tenants
comply with the requirements of the agreement.

The SHIP statute addresses the possible situation when
a household'’s income increases during the affordability
period. While occupying the rental unit, a very low, low, or
moderate-income household’s annual income may increase
to an amount not to exceed 140 percent of 50, 80 or 120
percent of the area’s median income adjusted for family
size. In such a case, the household will still be considered
part of the same income category. For example, if a unit is
designated as low-income unit, and the maximum allow-
able income for that family size is $55,000. The household
income could increase to $77,000 and the family would
remain income eligible as a low-income household under
the SHIP program rules.

Example:

$55,000 = 80% AMI

$77,000 = 140% of 80% AMI (55,000 x 1.4)

The SHIP program allows tenant income to increase up
to 140%

AFFORDABILITY REQUIREMENT: After confirming that
a tenant is income eligible, staff must review whether the
tenant’s monthly rent is set at an affordable level. The FHFC
annually posts a rent limits chart to its website. Using the area
median rent for a county or metropolitan statistical area, the

chart lists rent information that staff may use to confirm afford-
able rents for SHIP households at 50, 80, or 120 percent
of the area median income. Staff should document each
tenant’s monthly rent and confirm that it complies with the
rent limits chart.

PHYSICAL CONDITION: While this is not required by the
SHIP statute, conducting an annual physical inspection is
a recommended best practice. Check the exterior of all
properties and the interior of sample units to assess each
building’s physical condition and ensure that property
standards are maintained. Issues of disrepair or deferred
maintenance should be addressed with the property owner
and a plan of action should be developed. Ifthe agreement
with the property owner requires ongoing property and
liability insurance coverage, ask to see current policies.

Once staff completes construction on SHIP-assisted
rental properties, report to the Florida Housing Finance
Corporation the amount of rent for each bedroom size per
unit by rental strategy. This data is included on the second
page of the SHIP annual report. During annual monitoring
visits, staff will also collect information about rent amounts
along with many more details during rental monitoring.
All monitoring records should be completed and filed for
future reference. Staff may be asked to provide them during
a future visit from the SHIP monitor.

Compliance for Small Rental Properties

SHIP sometimes pays for the new construction or repair
of small group homes or other rental initiatives comprised
of fewer than 10 units. SHIP Technical Bulletin 2017-02
addresses this topic. Entitled “Income Compliance on
Small Rental Properties”, the bulletin confirms that such
rental development is subject to rental monitoring. It
must be monitored for at least 15 years unless monitoring
is conducted by other funding sources and data from
the report may be used in place of SHIP staff conducting
a monitoring visit. Monitoring is required even if the
property is owned by a sponsor or sub recipient partner.
The technical bulletin emphasizes that in such a case a
SHIP rental agreement must be executed that details all
the responsibilities of the sponsor or sub recipient. Local
government SHIP staff cannot delegate the responsibility
of performing a monitoring visit on the sponsors or sub
recipients themselves.
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CHAPTER EIGHT:

CHAPTER EIGHT

Tracking and Annual Reporting

Submitting annual reports of SHIP program progress is an essential element of program administration. In order
to receive future funding, all jurisdictions must annually report on local affordable housing program expenditures,
leveraging, beneficiary demographics and more. Since 2006, this reporting has been completed online with Florida

Housing’s annual reporting website.

When SHIP staff discuss ‘the Annual Report’, they actually
speak about three reports that are due each year. The main
report is for the close-out year, along with two reports for
interim year allocations. The annual reports demonstrate
to the Florida Legislature and the Florida Housing Finance
Corporation that SHIP funds are:

¢ Spent to assist eligible households: A
list of assisted households is included in the

report, describing the households with several
demographics.

¢ Spentin compliance with the Set-aside
Requirements: Plan to spend enough on very
low income, special needs, homeownership
activities, and more. A SHIP jurisdiction will not
receive additional funding until annual reports
show compliance with the set-asides for eligible
households.

* Spent before the Expenditure and
Encumbrance Deadlines: A SHIP jurisdiction has
three years to fully expend funds; this is the expen-
diture deadline. In addition, staff must commit
allocation funds within two years of receiving
them -- the encumbrance deadline. For most
jurisdictions, it is not difficult to spend funds in this
three-year timeframe. A SHIP jurisdiction will not
receive additional funding until annual reports
show that deadlines have been met.

Even if staff have fully complied in all these ways, a SHIP
jurisdiction will not receive additional funding until annual
reports are completed, submitted and approved. They are
required by the SHIP statute to be submitted no later than
September 15th each year. Annual reports must be submit-
ted through the web based portal by local governments
at https://apps.floridahousing.org/StandAlone/Extranet/.
This web-based system will not allow a local government

to submit a report with errors or that is incomplete, so staff
should start the reports early to ensure they are complete
by September 15th.

Key Concepts for Tracking and Reporting
* Three years to spend SHIP
*  Trust Fund contain money from multiple allocations

* Each year submit three annual reports for three
distributions

*  Generally, “First received, First expended”

* Pay recipient’s assistance from only one SHIP
allocation

e Request an expenditure deadline extension (if
applicable)

Three years to spend SHIP: From the beginning ofa new
fiscal year, SHIP staff have three years to expend the allo-
cation for that fiscal year. Furthermore, these funds must
be fully committed to eligible assistance projects within
two years of the start of the fiscal year. These deadlines
are required by the SHIP statute.

Money from multiple allocations: The relatively long
timeframe for spending SHIP means that the SHIP bank
account—called the local housing trust fund—may contain
money from multiple fiscal years. A SHIP community's
account might contain a small amount of funds from the
close out allocation, which must be expended in less than
a year. The account might also contain the funds from the
most recently received allocation. Since they are most
recently received, these funds are likely unencumbered.
Furthermore, the SHIP account might also contain funds that
must be expended in less than two years. Since all these
funds are together in one account, itisimportant to properly
track them with separate spreadsheets for each allocation.
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Three Reports: Each year, submit three annual reports for
three distributions. The main report is for the close-out
year, along with two reports for interim year allocations.

"“First received, First expended”: This general accounting
principle applies to SHIP as well. Communities with an
established intake process may have no difficulty commit-
ting and then expending funds well before the end of three
years. There are occasions when money is spent ‘out of
order’. For example, in some cases, funds that must be
expended two years from now are used before funds
that must be expended in less than a year. This is often
the result of set-aside limitations. A more recent alloca-
tion may be committed to a moderate-income case, for
example, to reserve older funds for a very low-income
case that complies with the income set-aside. Another
example: there are several reasons why the most recently
received SHIP funds may be committed to a rental project
instead of funds that must be expended very soon. First,
such a project requires a long timeframe before comple-
tion, which might take more than two years. Also, only a
limited amount of an allocation may be devoted to rental
assistance. Staff must commit newer funds if they have
‘'maxed out’ the amount of older SHIP allocations devoted
to rental housing.

Assistance from only one allocation: Local governments
should to pay for a recipient’s total assistance from only one
SHIP allocation. There are occasions when the final dollars
from the close out allocation are insufficient to pay for the
assistance for the next applicant in line. Do not pay for this
applicant’s assistance from a patchwork of different alloca-
tions—for example, the final $550 from 18/19 plus another
$20,000 from 19/20. In this case, the $550 will be included
asthe carry forward on the annual report (explained below)
and the entire case should be funded from the 19/20 alloca-
tion. Ifthe carry forward figure is an amount that is sufficient
to fully pay for assistance to one more household, it must.
That is not the case in this example, however. Note: this
is a best practice, not a strict statutory requirement. There
may be rare cases in which one household’s assistance is
financed from two allocations.

Requesting an expenditure deadline extension: There
is no available extension for the annual report, which must
be turned in on or before September 15th. If nothing else,
on September 15th staff must turn in a report that illus-
trates that the jurisdiction has not yet finished expending
funds. Furthermore, there is no extension available for
the two-year encumbrance deadline. Instead, staff may
request an extension for the three-year expenditure dead-
line. Do this only in cases in which funds from the close
out distribution—more than the small amount for carry
forward—are not spent in time for deadline compliance
despite staff's documented attempts to comply with the
expenditure deadline.

Staff should request an expenditure deadline extension
from Florida Housing as soon they discover impending
noncompliance. Before the June 30 deadline a written
request must be directed to SHIP staff member Terry
Auringer (terry.auringer@floridahousing.org). The request
should include:

*  The exact amount of funds still encumbered and/
or unencumbered, and the number of months for
which an extension is requested.

* A brief explanation of why these funds have not
been expended within the three-year deadline.
Was there, for example, a lack of contractors or
materials, or is the jurisdiction still working to
achieve some set-aside compliance?

* Aplanto expend funds quickly. Include a time-
line and estimate of when the funds will be fully
expended. Indicate if changes have been made to
SHIP strategies to address the delays. If a strategy
has not been working, has it been redesigned
or replaced, or have funds been reallocated to a
strategy known to be successful?

More about the Encumbrance Deadline: While there
is no extension available for the two-year encumbrance
deadline, staff are still required to notify Florida Housing
as soon as noncompliance with the deadline is detected.
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Write up the following details in your email to Robert
Dearduff (robert.dearduff@floridahousing.org) and Terry
Auringer (terry.auringer@floridahousing.org):

¢ Amount currently unencumbered:

* Amount anticipated to be encumbered before
June 30:

* An explanation for why funds were not encum-
bered in time:

¢ FEstimated date when all funds will be encumbered:

*  Briefly explain the plan to do something differently
and quickly to encumber funds:

SHIP Tracking

Overview of Tracking

The SHIP Rule requires that each SHIP jurisdiction
“develop a tracking system to ensure that the local
housing distribution funds disbursed from the local
housing assistance trust fund are at all times expended
in accordance with the set-aside requirements.” A
community that does not properly track SHIP funds
will be determined to be in non-compliance with SHIP
requirements.

The key to creating timely and accurate annual reports is
maintaining an accurate SHIP tracking system. The SHIP
administrator in each jurisdiction is required by the SHIP
Rule to maintain a tracking system (Rule 67-37.019, FAC).
Staff cannot simply rely on data provided by the finance
department. Although they maintain detailed records of
SHIP expenditures, finance department staff may not track
SHIP encumbrances—and they almost certainly do not track
demographic data or compliance with SHIP set-asides. It
is essential for SHIP staff to track this information on a very
regular basis.

Each allocation is tracked on a separate spreadsheet using
the general accounting rule of "First Dollar In, First Dollar
Out". The SHIP program requires that all funds be spent
within three years of their initial receipt. Exceptions to this
expenditure deadline are very limited. Many communities
have LHAPs that continue paying for the same strategies
from one distribution to another. In these instances, SHIP
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administrators should consider spending all of the money
from a distribution before moving on to subsequent years'
distributions.

There is no one standard method that must be used to
track SHIP. Staff are simply required to create a method
of tracking that is separate from a city or county’s finance
department record in the General Ledger. The guide
references one method of tracking: the Florida Housing
Coalition’s Excel-based SHIP tracking spreadsheet. ltis
used in many SHIP communities and serves as one example
of a single file that tracks all data required in the SHIP annual
report. This helps staff document that annual reports recon-
cile with the general ledger.

Guidance on Tracking Data

There is much to track. The allocation, other revenue
sources, deadlines, encumbrances and expenditures,
leveraging, set-aside compliance, and demographics
must all be systematically tracked throughout the year.
Here is guidance about tracking each of these categories
of data:

Track SHIP Revenue
Some ofthe primary datato trackisrevenue and expenses.
Revenue is the first topic addressed here.

* The Allocation is often the largest source of
SHIP funds. Staff are required to track allocation
funds, regardless of whether they administer
SHIP programs, or whether funds administered
under an agreement by a sub-recipient or a
sponsor-developer.

* Program income from loan repayments, reim-
bursements, foreclosure, other re-payments, and
interest earned by the trust account. Tracking
guidance is included below.

* Recaptured funds may be the least common
source of SHIP revenue. These are funds from
a specific and infrequent type repayment when
funds were not used for assistance to an eligible
applicant or unit. Such repayments are usually
received from a sponsor when there is a default on
the terms of a grant award or loan award.
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Track Deadlines

This guidance addresses the tracking of expended funds.
This is a two-step process since funds are often first
encumbered and then only officially and fully expended
weeks or months later. Tracking this data requires
paying attention to SHIP deadlines. SHIP funds must
be encumbered within two years of the beginning of an
allocation’s state fiscal year and must be fully expended
by the end of three years.

* Encumbrances: Often, staff tracks funds that
are encumbered by adding to the SHIP track-
ing spreadsheet on the day when an applicant
receives an award letter. Add the name, income
category and amount of funds dedicated to
an eligible applicant on Form 1 of the tracking
spreadsheet.

* Expenditures: SHIP funds are only fully expended
once the assistance project is fully complete, all
costs have been paid for, and an eligible house-
hold is occupying the SHIP-assisted housing.
Once SHIP funds are expended, the tracking
spreadsheet should be updated.

* Cancelled Cases: Occasionally, an encumbered
case ‘falls through” and never receives assistance.
The SHIP file of such an applicant should be
retained, and the applicant’s name—which was
once listed on the tracking spreadsheet alongside
an amount of encumbered SHIP funds—should
be kept on the spreadsheet. The encumbered
amount should be deleted and staff should add
the date when the case fell through.

Track Set-Asides
* Throughout the year, staff must measure incre-
mental progress in attaining compliance with
the set-asides. A separate chapter in this guide
addresses the details of these fundamental
program requirements.

* Track compliance with the homeownership
set-aside, the construction/rehabilitation set-aside,
the income set-aside, the special needs set-aside,
and the limitations on assisting manufactured
housing. Specifically, track income, special needs
and manufactured housing details on Form 1 of the

tracking spreadsheet. Form 3 contains columns
for collecting details about the homeownership
set-aside and the construction/rehabilitation
set-aside.

*  Aftertracking an allocation of SHIP funds for
months and possibly over a year, SHIP staff will
find that the tracking spreadsheet is a helpful tool
for showing what more must be done to comply.
The bottom of the summary tab tallies the percent-
age of funds that comply with each set-aside and
compares these figures to the amounts needed to
fully comply.

Track Leveraging

The SHIP annual report not only asks about how SHIP
funds are expended, it also requires data about other
funding sources that were paired with SHIP to complete
assistance to each household. Tracking leveraged fundsis
very important since it demonstrates that SHIP sometimes
does not work alone in assisting a household. In past
years, SHIP offices have been able to boast that SHIP
attracts other funding and that for every dollar of SHIP
assistance, a city or county leverages five or six dollars of
additional housing assistance financing.

e Public Funds: On Form 3, report the amount
that each household received from public funds
beyond SHIP including CDBG, HOME, NSP,
and more. On some occasions, a SHIP assisted
homebuyer may have a first mortgage provided by
USDA Rural Development, which is another type of
public funds.

e Private Funds: The most common source of private
funds is the first mortgage money that a SHIP
assisted homebuyer receives from a lender. For
most buyers, the first mortgage is the largest
source of funds that help with a purchase and
these funds must be reported.

*  Owner Contribution: Itis not a requirement of
SHIP assistance, but sometimes leveraged funds
include money contributed by the SHIP applicant
directly. This is most common in cases where a
city or county establishes a local policy to require a
home repair applicant to pay for the first repairs on
the home.
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Track Demographics

The SHIP annual report must include some details of
the characteristics of the households assisted. For each
household, SHIP staff must report on:

* Income category: ltis essential to first confirm
the amount of income received by each eligible
household. SHIP may assist households in the very
low income, low income, and moderate-income
households. In addition, on a case by case basis
Florida Housing may permit a SHIP office to also
serve households with incomes between 120 to
140 percent of the area median income.

* Age: Record the age of the head of household.

e Family Size: Count the number of household
members since this is required to determine if a
household is income eligible based on house-
hold size. Report this in the categories of either
1-person household, 2-4 people in the household
or 5+ people.

* Race: ltis possible that more than one race may
be represented in a household, so report the race
of the head of household.

Instructions for Using the SHIP Tracking Spreadsheet
The tracking spreadsheet includes fields and columns
for the collection of each type of data that is required
to complete the SHIP annual report. The sample SHIP
tracking spreadsheet in Appendix 14 was created by the
Florida Housing Coalition. An electronic version may be
downloaded from the References tab of the annual report
website or may be requested at info@flhousing.org. Each
SHIP allocation is tracked on a separate spreadsheet.

Tracking and reporting is not an activity to undertake once
a year as September 15th nears. Instead, staff must add
data to the spreadsheets regularly throughout the year.
Each time SHIP funds are encumbered or expended, staff
must update a spreadsheet to maintain a current status of
the program.

The spreadsheets contain a large number of protected
cells that do not allow data to be entered. Instead, they
contain formulas that calculate compliance and more. Staff
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are encouraged to keep the spreadsheets protected, but
on occasion, staff may wish to expand columns or make
other adjustments. To unprotect the spreadsheet, use the
password “ship” in lower case letters. After making modi-
fications, staff should re-protect the spreadsheet and use
the same password.

There are several recent updates to the tracking spread-
sheets based on updates or changes to the SHIP statute
and rule. The spreadsheet includes:

*  The amount of funds expended on households
documented to contain one or members with
Special Needs.

* Afeature to help ensure that no more than 20
percent of an allocation is spent on Manufactured
Housing, also known as mobile homes.

* Atable on the summary page to track the number
of individuals who benefit from SHIP Housing
Counseling expenditures. This includes a field for
the total number who attend counseling classes/
sessions and another field that identifies house-
holds to receive housing counseling and also go
on to receive SHIP assistance from a strategy in the
LHAP.

* Detail about the sources of Program Income, includ-
ing foreclosure, refinance and sale of property.

* The amounts of administrative expenses catego-
rized by funds spent by the local government and
those spent by sub-recipient agencies.

* Tracking of funds devoted to Extremely Low
Income (ELI) households, along with households
earning between 120 to 140 percent of the area
median income. The spreadsheet reviews the
activities for ELI and Very Low-Income households
together to track compliance with the Income
Set-aside, all in the category of Very Low Income.

Summary Page of Tracking Spreadsheet:
Initial Steps for Setting Up the Spreadsheet

¢ InCell S2, enter the first year of the fiscal year funds
that will be tracked. For example, for 2018/2019,
enter 2018.

SHIP ADMINISTRATOR'S GUIDE 85



CHAPTER EIGHT

* InCell AB2, enter the name of the city or county.

e Use Cells A8 through Al7 to add the names of
SHIP strategies

e |nCell C26, enter the amount of the annual SHIP
allocation, also called the State Distribution.

e |nCell C29, enter the amount of unencumbered
funds from the previous allocation that are being
carried over to this spreadsheet. SHIP allows an
allocation to be expended over three years, so it
is possible that the previous allocation may not be
mostly spend at the time when this new allocation
spreadsheet is set up. The amount of the carry
forward should be added at whatever time the
previous allocation is expended.

* InCell C30, enter the amount of any disaster funds
received. Thisis an uncommon source of funds.
A SHIP community might apply for disaster funds
in the months after a disaster. They are tracked
alongside the allocation for the state fiscal year in
which they were received.

Summary Page Data to Track Over Time

Encumbered Funds:

Use Cells T8 through T17 to add the amount of encumbered
money for
homeownership set-aside. Similarly use Cells U8 through U17
to add the amount of encumbered money that comply with
the construction/rehabilitation set-aside. These numbers
will need to be deleted once encumbered funds eventually
become expended funds.

each strategy that complies with the

Administrative expenses
In Cell D19, enter the amount of SHIP administrative
The SHIP program has defined eligible

expenses.

Bottom of Summary Page of the SHIP Tracking Spreadsheet

administrative expenses within the Rule (see 67-37.007
“Uses of and Restrictions upon SHIP Local Housing
Distribution Funds for Local Housing Assistance Plans”).
Generally speaking, administrative costs may include
salaries and benefits for housing personnel, training and
travel related expenses for increasing the capacity of the
local program staff, and office expenses and overhead that
are directly related to operating the local housing program.

Monitor to avoid exceeding the maximum administrative
amounts that the SHIP Statute addresses: “The cost of admin-
istering the program may not exceed 10 percent of the local
housing distribution plus 5 percent of program income
deposited into the trust fund, except that small counties, as
definedins. 120.52(17), and eligible municipalities receiving
a local housing distribution of up to $350,000 may use up
to 10 percent of program income for administrative costs.”
Spend this portion of program income on the same type
of administrative expenses that may be paid for with the 10
percentadministrative budget: salary, travel, advertising, and
much more. The remainder of the program income must be
dedicated to paying for SHIP assistance to applicants using
the strategies in the LHAP.

Track Unencumbered Funds

Some of the most important amounts on the summary
page are in cells C33, C35 and C36. Cell C33 is
the total SHIP revenue. Compare this amount to the
numbers in cells C35 and C36 that show expended and
encumbered funds. Track the amount of unencumbered
funds by subtracting C35 and C36 from C33. Tracking
unencumbered funds is important since SHIP staff must
plan to encumber (if not expend) all funds within two years
of receiving them.

Types of Interest Earned

Program Income Loan Repayments Recaptured
Related to Refinance Funds
Recycled Funds
Other

TOTAL Program Incor

$0.00
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Track Program Income Revenue

Use Cells C40 through C44 to track the amount of
program income revenue from several sources. Since
most SHIP funds are used for loans rather than grants,
nearly all SHIP offices have programincome in addition the
SHIP allocation from the state. The most common forms of
program income are bank interest and loan repayments,
although guidance is provided for tracking all sources.
No matter the source, SHIP staff should track program
income revenue, and it should always be deposited in the
SHIP local housing trust fund rather than contained in a
separate account.

Program income funds received today are logged with the
current state fiscal year’s funds. Therefore, a repayment
received in December of 2018 is recorded as program
income revenue on the 18/19 tracking spreadsheet. The
expenditure deadline for this revenue is the same as for the
SHIP allocation with which it is associated. Let the Finance
Department know the types of revenues and program
income the SHIP program might periodically receive so that
finance staff may set up the accounts needed for reporting.

Below is guidance on tracking specific sources of program
income:

Bank Interest (Cell C40): This is one of the most common
sources of program income. It is a source for program
income in every jurisdiction, since the SHIP local housing
trust fund is an interest-bearing account. Ask the finance
department for a report of bank interest revenue accrued
from July Tst of one year to June 30th of the next.

Deferred Loan Repayment (Cell C41): This program
income is received when a SHIP lien is triggered during the
sale ofa home or when a homeowner refinanced. Tracking
the proceeds from the sale of a home is generally easy since
SHIP and all lien holders are contacted during this transac-
tion. Confirm if the SHIP office is contacted directly, or if
SHIP staff must ask for notification from the finance depart-
ment or City/County attorney’s office.

Refinancing or Foreclosure (Cell C42): Sometimes a SHIP
recipient repays funds when refinancing. On rarer occa-
sions, the SHIP may receive repayment from the proceeds
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of a foreclosure sale. For both instances, use the same
process as for tracking Deferred Loan Repayment. Make
note if a foreclosure occurs since the SHIP annual report
provides a separate category to report program income
from foreclosure repayments. Even if no proceeds are
received during a foreclosure, properly track all incidents in
which SHIP assisted homeowners are in default on their first
mortgages or have lost their homes to foreclosure. SHIP
jurisdictions are required to annually report the foreclosure
and default rate by income category.

Direct Loan Repayment (also Cell C41): Here are two diver-
gent examples of program income received from direct
loans.

1. Some SHIP jurisdictions provide assistance to
recipients with the agreement that they will repay
with affordable monthly payments.

2. Forsome large-scale development projects,
SHIP funds are provided for upfront financing
at the beginning of the project. The developer
agrees to repay after a short number of years,
perhaps once additional financing is processed
and available.

It does not matter when the SHIP assistance was originally
provided. In both instances, track these repayments on
the spreadsheet for the current state fiscal year.

Track Recaptured Funds

Use Cell E43 to enter the amount of recaptured funds. All
the SHIP-related repayments that a SHIP office may receive
are categorized as program income with one exception.
Recaptured funds are a specific and infrequent type
repayment when funds were not used for assistance to an
eligible household or an eligible unit. Such repayments
are usually received from a sponsor when there is a default
on the terms of a grant award or loan award.

Example of Recaptured Funds: Two years ago, the SHIP
office provided a developer with $100,000 to purchase
land for a project to build rental housing for elderly house-
holds. The other sources of housing subsidy in this project
never materialized. The developer was applying for hous-
ing credits, but the application was unsuccessful in two
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application cycles. The project was abandoned due to lack
of funding. The land was sold, and the SHIP local housing
trust funds was reimbursed. In this case, SHIP was spent
on eligible expenses, but housing was never developed as
a result. Since no housing was produced or assisted, the
repaid SHIP funds are recaptured funds.

Properly tracking recaptured funds is most important
because of the single most significant difference between
Program Income and Recaptured Funds. A small portion
of Program Income may be expended on additional admin-
istrative expenses—above and beyond a jurisdiction’s 10
percent administrative budget—but no Recaptured Funds
may be used for this purpose.

Track Set-Aside Compliance

The requirements of the set-asides are described in
Chapter 3. The tracking spreadsheet helps staff monitor
progress towards set-aside compliance. Often, this
progress is tracked over months or years until finally
enough funds are expended in a certain way to document
full compliance with a set-aside.

* Forthe Homeownership set-aside, review the
funds in Cell N28 and the percentage in Cell O28.

Bottom of Summary Page of the SHIP Tracking Spreadsheet

At least 65 percent is required for compliance.

For the Construction/Rehabilitation set-aside,
review the funds in Cell N29 and the percentage
in Cell O29. At least 75 percent is required for
compliance.

Regarding the Income set-aside, track amounts
spent on Very Low-income Households by review-
ing the funds in Cell N30 and the percentage

in Cell O30. At least 30 percent is required for
compliance.

Also, regarding the Income set-aside, track
amounts spent on Low-income Households by
reviewing the funds in Cell N31 and the percent-
age in Cell 31. To achieve compliance, the amount
spent on Very Low and Low-income must be at
least 60 percent. After confirming that sufficient
funds will be spent on Very Low and Low, staff may
use the remainder of an allocation on households
who are moderate income or who have incomes
between 120-140 percent of the area median
income.

For the Special Needs set-aside, review the funds
in Cell N35 and the percentage in Cell O35. At

Compliance With Minimum Statutory Set-asides

Target % Actual %
65% Home Ownership requirement: $641,951.70 65% $1,221,187.93 123.65%
75% Construction requirement: $740,713.50 75% $1,122,412.20 113.65%

At least 30% Very Low Income: $313,235.50 30%
$313,235.50 30%

$417,647.33 40%

$480,514.61 46.02%
$348,781.38 33.40%
$473,177.91 45.32%
$188,024.39 18.01%
$285,153.52 27.31%
$197,523.60 20% $0.00 0.00%

At least30% Low Income:

80% to 140% AMI:

Moderate Income:
120% to 140% AMI:
At least 20% Special Needs:

Up to 20% for Manufactured Housing: | $0.00 |  0.00%]
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least 20 percent is required for compliance.

Use Cell N37 to track funds expended on mobile
homes, no more than 20 percent of the SHIP allo-
cation may be spent on them.

Track Housing Counseling

Use Cell D22 to track funds expended on housing
counseling. Regardless of what type of housing
counseling SHIP pays for, it is always recorded on
the Summary Page. The most common type of
SHIP-funded counseling is a class that provides
home buyer education or guidance for home-
owners who receive rehabilitation assistance.
Housing counseling expenses do not comply with
any of the set-asides. For this reason, no housing
counseling expenses should be included on Form
1 with the SHIP assistance provided to specific
households.

Use Cell B24 to track the number of households
who receive counseling and also receive SHIP
assistance from a strategy. This is typically an appli-
cant who attended a home buyer education class
and then received SHIP purchase assistance.

Use Cell B25 to track the number of households
who receive counseling but no additional SHIP
assistance. There are several who do not go on to
receive SHIP assistance after receiving counseling,
including those who attend a home buyer class but
do not go on to receive SHIP purchase assistance.

Form 1 of the SHIP Tracking Spreadsheet

Local Government:

State Fiscal Year Ending:

Strategy # and Name:
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Housing counseling does not have to be tied to a
LHAP strategy. For example, a SHIP community
could offer a f