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HOUSING REHABILITATION LOAN PROGRAM



1.	GENERAL.  The purpose of the Housing Rehabilitation Loan Program is to preserve Bloomington's existing housing stock. This document sets forth the guidelines for the administration of the City of Bloomington's 20165 CDBG funded Housing Rehabilitation Loan Program.

a.	Applicability and Scope of Rehabilitation Provisions.  The following guidelines shall govern the processing and distribution of all monies:

(1)	approved and funded by the Department of Housing and Urban Development (HUD) as a part of the City of Bloomington's 20165 Community Development Block Grant Program;

(2)	unexpended from the City of Bloomington's 20154 Housing Rehabilitation Loan Program and repayments of prior year loans.

b.	Area of Operations.  Loans will be made available on a city-wide basis.  Priority will be granted to households located in those areas that show 5% or more substandard housing conditions.  See Appendix A for location map.

c.	Effective Date of These Provisions. The City of Bloomington Housing Rehabilitation Loan Program shall become effective on the date of City Council approval.

d.	Administration.  The City of Bloomington will enter into a contract with the Housing and Redevelopment Authority in and for the City of Bloomington (BHRA) for the administration and disbursement of funds for the Housing Rehabilitation Loan Program.

2.	APPLICATION PROCESS
    
a. Advertising.  Advertising of the program shall occur as early as possible after a contract for program administration has been executed with the City.  Advertising shall include a public notice in:

 	(1)	The Bloomington Sun/Current and Bloomington Briefings
 	
	(2)	Cable T.V.
	
	(3)	Notification to local social service agencies (posters and brochures), Creekside, etc.

	(4)	City of Bloomington’s web page.

	(5)	Social Media outlets (Facebook)

b.	Applications.  Applications for the Program will be taken at least once a year.  Applications will be accepted for a limited period, i.e. one month.  However, if funding allows, the HRA Administrator may choose to accept applications on an ongoing basis, with ranking occurring among all eligible applications received within a given calendar month.
         
	If applications are only taken annually, the  old applications will be updated and prioritized along with the new applications.  Applicants at the bottom of the waiting list will be informed of other financing alternatives available to them.

c.	Ranking of Applications.  The BHRA will review and prioritize all applications based upon income.  Applications will be grouped into five categories: 0-30 percent of median income; 31 - 50 percent of median income; 51-60 percent of median income; 61-70 percent of median income; 71 – 80 percent of median income.  All applications will be processed from the lowest income category before applications from the next income category are processed.  All applications within each category will be prioritized by age, handicap, family size, census tract, and the presence of serious health and safety violations.  All eligible applicants will be placed on a waiting list in accordance with their ranking criteria within each category as set forth in Appendix B.   In the event that the applicant pool does not expend the funding, applications will again be accepted for a limited time after proper advertising.  This group of applicants will be processed on a first come first serve basis.

d.	Equal Housing Opportunity.  The City of Bloomington will provide access to its Housing Rehabilitation Loan Program without regard to race, color, religion, sex, age, national origin, actual or perceived sexual orientation, gender identity, marital or familial status, handicap/disability status, or status with regard to receipt of public assistance.

	The City of Bloomington complies with all applicable provisions of the American with Disabilities Act of 1990 (ADA), Section 504 of the Rehabilitation Act of 1973, and does not discriminate on the basis of disability in the admission or access to, or treatment or employment in, its services, programs or activities.  Upon request, accommodation will be provided to allow individuals with disabilities to participate in all City Services, programs and activities.  The City has designated coordinators to facilitate compliance with the ADA, and to coordinate compliance with Section 504 of the Rehabilitation Act of 1973 as mandated by the U.S. Department of Housing and Urban Development (HUD) regulations.  For information, contact the BHRA at 1800 West Old Shakopee Road, Bloomington, MN 55431; (952)563-8937 (voice); (952) 563-8740 (TTY).  

	Upon request, this information is available in Brail, Large print, audio tape and/or electronic format.    

3.	ELIGIBILITY REQUIREMENT.  The intent of the Housing Rehabilitation Loan Program is to assist low income homeowners in financing necessary repairs and improvements and to avoid displacement from their home.  To receive funds, applicants must meet the eligibility requirements set forth in this section.

a. 	Residency Requirements.  An applicant must be a resident of the City of Bloomington, as well as the owner (fee or the purchaser under a land contract) and occupant of the home he or she is planning to improve.
 
b.	Maximum Income Limits.  An applicant may be eligible for a rehabilitation loan if his or her Gross Household Income, by family size, does not exceed the Maximum Income Limits set forth in this section.  These income limits may be adjusted from time to time to comply with HUD published income limits for 80 percent of the median income per household by family size in the Minneapolis/St. Paul metropolitan statistical area.  During the program year, an application that has been denied for being over-income, may be re-evaluated if HUD publishes new income limits. 

	Gross Household Income means the income of all the members of the household anticipated to be earned during the twelve-month period following the date of the application.  Members of the household include any person residing at the applicant's address that is at least 18 years of age and is not a full time student.  Income includes that derived from salaries or wages, commissions, bonuses, annuities, tips, securities, pensions, child support, real estate, partner-ships, estates or trusts, interest, and other miscellaneous sources.

	Interest accrued from the following asset accounts shall be included as income:

		Cash in Checking and Savings Accounts;
		Certificates of Deposit;
		Retirement accounts such as IRAs, 401Ks and Deferred Compensation;
		Investment accounts, i.e., securities, stocks/bonds and U.S. Savings Bonds;
		Life Insurance death benefits.

	One-half of one-percent (0.05%) of all other assets shall be included as income, or the percentage rate as established by the BHRA from time to time, such as:

	Redemption value of Life Insurance Policies;
	The current market value of all interests in real estate; exclusive of the applicant's residence to be improved;
	Property where applicant holds title and is selling on Contract for Deed;
	All other property, exclusive of household furnishings, clothing, and one automobile.  Includes, but is not limited to, business inventory and machinery, additional vehicles, motorcycles, boats/motors, golf carts, motor homes and campers, and snowmobiles.

	The table below identifies the maximum gross household income by family size, representing the threshold for participation in the rehabilitation program.  The income limits represent 80% of the median income by household size as set forth by HUD at the time applications are taken.  These limits are subject to change according to HUD published income limits for 80% of median income by household size.

                                     Maximum Income Limits by Household Size (as of December 20143)                               

			 Household Size 		Maximum Income
______________________________________________________
	1	$46,10044,750
	2	$52,65051,150
	3	$59,25057,550
	4	$65,80063,900
	5	$71,10069,050
	6	$76,35074,150
	7	$81,60079,250
	8 persons or more	$86,90084,350

c.	Eligible Properties.  Eligible properties shall:
     
(1)	be occupied by the fee owner, mortgagee, or contract purchaser; 

(2)	be ten years of age or older or be in need of repair to correct deficiencies that are hazardous to the applicant's health and safety; 

(3)	not have encumbrances, when including the City's Rehabilitation Loan, totaling more than 100% of the City Assessor's estimated market value or a recent appraisal by a qualified real estate appraiser.

(4)	not be located in flood plains as defined by National Flood Insurance Program unless property is covered by flood insurance.

(5)	No rehabilitation work shall be started on any house where the homeowner is not in compliance, or where compliance cannot be achieved through rehabilitation, as applicable under the provisions of the Community Sanitation, Housing, Environmental Pollution and the Public Health Ordinances as determined by the BHRA staff in cooperation with the Division of Environmental Health and/or Building Inspection.   Work may proceed once homeowner is in compliance or if compliance will be achieved through work funded under the Program.

d.	Eligible Use of Funds.  

(1)	Loan funds shall be used to improve the property, to increase compliance with state, county or municipal health, housing, building, fire prevention, and housing maintenance codes and minimum energy standards as established by the BHRA. Whenever possible, all homes shall be rehabilitated to a condition which is in substantial compliance with HUD's Section 8 Housing Quality Standards. Examples of such improvements include, but are not limited to, re-roofing, windows, doors, siding, and replacement of the mechanical systems.

(2)	Accessibility improvements.

(3)	Dumpster rental costs shall be an eligible loan expense when homeowner has no other way to dispose of accumulated household debris.

(4) Well capping when well is inoperative.

(5) Common areas of owner occupied duplexes, such as roofs, windows, siding, doors, gutters and mechanical systems to include plumbing, heating and electrical work.  All other work is restricted to the owner occupied unit.

(6) Egress or rescue windows from basement sleeping rooms shall be allowed when all work relating to life, safety, code and neighborhood enhancement requirements have been addressed and are in compliance.  

(7) All Contractors working on pre-1978 structures will be required to document and to work in compliance with HUD’s Lead Safe Housing Rule and EPA’s Renovation, Repair and Painting Rule.


e.	Ineligible Use of Funds.  Unless determined as necessary for health and safety by the Administrator, the following improvements are ineligible:

(1)	the construction of garages, fences, decks or patios, except as required by City Code;

(2)	the purchase or installation, except in connection with eligible improvements, of freestanding or built in kitchen appliances, and landscaping;

(3)	air conditioning unless for health reasons as stated in writing by a physician;

(4)	all exterior work on owner occupied townhouse units, except in the case of major repairs or replacement of roofs, siding, or windows and the owner is personally responsible for the improvements.  Owners must document their portion of cost;

(5)	the construction of additions or the finishing of basements unless it is required to prevent overcrowding;

(6)	the financing or payment of special assessments;

(7)	improvements made prior to the issuance of a loan commitment; 

(8)	improvements not pre-approved by the BHRA in the applicant's loan commitment; and

(9)	improvements of a type or quality exceeding that customarily used in the locality for properties of the same general type as the property to be improved.   Should a homeowner choose to install an item over and above Program standards, homeowners shall be allowed their choice, provided they pay the difference between their preferred item and the Program's standard item.

f.	Emergency Rehabilitation.  Homeowners requesting emergency repair shall be eligible for program funding provided:

(1)	the homeowner is eligible under the existing income and property requirements;

(2)	they show proof of need for emergency repairs required to insure the health and safety of the residents;

(3)	funding is used only to repair or replace the emergency item;

(4)	the homeowner is unable to secure a loan, secure insurance claims, or from other service or governmental agencies, and

(5)	the homeowner submits to the BHRA a minimum of one contractor bid within two weeks of receipt of the work write-up.  Homeowner shall fail to qualify for the loan when bid is not returned within the two-week period.  Bid period may be extended at the discretion of the BHRA staff.

(6)	Where homeowner shows no equity in property to cover amount of emergency loan, the BHRA, upon review of the emergency, may permit property to be evaluated at 110% of the Assessors Market Value of property.

g.	Reasons for Denial or Postponement of Loan Applications.  No further applications will be accepted by the BHRA where a loan applicant has been previously found to have falsified their application or misused loan funds.
          
	No reapplications will be accepted for one year following homeowner's cancellation of loan, or owner does not return bids, or other homeowner actions that delay the start of construction work beyond a reasonable period of time.  Consideration will be given to loan applicants who request an extension for a medical or family emergency, or homeowner is currently under written order to correct for health and safety items.

	No application will be accepted when property taxes are delinquent.

h. General Exceptions.  The exceptions to the eligibility requirements of this program provide that a non-profit corporation is eligible for rehabilitation funds.

(1) Non-Profit Corporations.  A non-profit corporation is eligible for rehabilitation funds providing;

(a) that the non-profit corporation is incorporated under the laws of the State of Minnesota, chapter 317 of the Minnesota Statutes;
(b) that the corporation agrees and enters into a development agreement with BHRA for the purpose of undertaking rehabilitation activities;
(c) that the home is sold or rented to a household whose maximum income does not exceed limits set forth in Section 3, subsection B.


4.	LOAN DETERMINATION.   

a.	Maximum Loan Amount.     The maximum loan amount allowed under this program is $35,000 per eligible applicant household. The actual loan amount an applicant is eligible to receive will be dependent on the cost of the anticipated improvements to the property less any monies received under previous CDBG rehabilitation programs and Minnesota Housing Finance Agency (MHFA) Rehabilitation Deferred Loan program as provided in Subdivision b(1) below.  Only the cost of Eligible Property Improvements set forth in Section 3, Subdivision d and approved by the BHRA shall be used in the calculation of the loan amount.  Total loan amount determined shall not exceed 100% of property equity except as set forth in Section 3(f) (6).

b.	Exceptions to Loan Limits.

(1)	Applicants who have paid off their previous loans are again eligible for maximum loan funds provided they meet all other program requirements.

(2)	The BHRA may exceed program loan limits by 20 percent to provide assistance to families or individuals for emergency relief to undertake necessary home repairs to health and safety items.

c.	Availability of Other Funds.  To the extent applicants are also eligible for rehabilitation or energy assistance from other organizations or agencies, that assistance may be combined with this loan program.

d.	Minimum Interest Rate.  All loans will have an annual interest rate of 24 percent simple interest.

e.	Loan Term.  Repayment of a loan issued under this program shall be deferred; however, each loan will bear simple interest, for ten years.  After ten years no further interest shall accrue on the outstanding balance.  

f.	Loan Repayment Requirements.  All loans shall be repaid at the time the property, or a portion of the property is transferred, sold, or no longer occupied by the applicant household. To secure the loan, a lien will be placed against the property for the amount borrowed.  All property owners listed on the property title are required to sign the Repayment Agreement whether they live on the property or not.	

When a Repayment Agreement is due and payable because of the death of the applicant and the inheritors living in the home request to assume the loan, they will be required to show an inability to pay the loan, and shall meet all other program eligibility requirements.  If the household meets the above requirements, the BHRA will rewrite the loan, adding accrued interest to original principal, for another 10 years of 24 percent interest.  Signatures of approval will be required by the new owners of the property.

g.	Refinance and Subordination of Repayment Agreement.  There will be no limit on the number of times a homeowner may refinance their loan as long as all the indebtedness against the property, including the new loan and the BHRA's loan principal and accumulated interest, is less than 75 percent of the market assessed value or the current appraised value of the property as determined by a qualified real estate appraiser.  The sum of the accumulated loan interest and the original loan principal will equal the principal on the new refinanced Repayment Agreement which will be issued at the current BHRA interest rate.

Exception:  A subordination of the existing Repayment Agreement will be issued when a homeowner refinances his/her existing mortgage for a lower interest rate, or to change from an ARM to a fixed rate mortgage and takes no cash out.  Closing costs which may be recouped through mortgage payment savings within a 36-month period of time may be included in the first mortgage refinancing.  Subordinations will be approved when total debt load does not exceed 115% of the property’s market value.

A service fee of $100.00 will be charged for all subordinations and refinanced loans.
      
h.	Satisfaction.   If Recipient pays the principal loan amount including all due interest calculated up to the final payoff date to the BHRA according to the terms of the Agreement; then Recipient’s obligations will be satisfied, and the BHRA will deliver an executed satisfaction of the Mortgage to Recipient. It is Recipient’s responsibility to record any satisfaction of this Mortgage at Recipient’s expense.  Any monies collected at or below $50 dollars above the actual payoff amount will be forfieted to the BHRA. 
 i.	 Short Sale Policy.  When a short sale condition occurs, the following policy governs the satisfaction of an HRA-held debt for less than its full value.

1. Borrower’s income is affected by disability or illness that results in a decrease in income or major medical expense; or
2. Borrower’s financial situation is affected by an involuntary reduction or elimination of income; or
3. Death of the principal wage earner in the family, and
4. Borrower has exhausted all avenues for selling the property for an amount sufficient to repay the Bloomington Housing and Redevelopment Authority’s loan.  The following criteria must be met in order to make this determination and accept a short sale offer:

a.  	House has been marketed for a reasonable period of time (in most cases six months) or has gone to sheriff’s sale and is in foreclosure
b.  	House is listed at market value
c.  	Purchase agreement does not cover value of liens on property;
d. 	Short sale may be approved if principal is repaid in full;
e. 	Real estate commission does not exceed 6% of sales price;
f. 	Administrator will review and approve all short sales.




5.    CONTRACTORS and CONSTRUCTION

a.	A required inspection of the property will be made by the BHRA to determine minimum energy conservation, electrical, mechanical and structural needs of the dwelling.  After issuing the applicant a report of the property deficiencies, the applicant will be counseled on improvement priorities and alternatives.  The BHRA reserves the right to determine what are eligible items to be repaired. 

b.	Applicants will choose their own contractors to bid.  Applicants will be encouraged to get three (3) bids, but the BHRA will accept (2) bids when applicant is having difficulty getting bids.
       
c.	Each bid must be signed and dated by the contractor.

d.	All contractors must be licensed and bonded as stipulated under the State of Minnesota licensing requirements for contractors, or a written explanation of why they are exempt from licensing requirements.

e.	Loan funds may only be used to finance improvements that are completed within six months from the date of the issuance of a Loan Commitment Letter.  An extension may be granted subject to the approval of the BHRA's Administrator.

f.	The applicant, or other individuals acting on applicant's behalf, may perform some or all of the improvements without compensation for labor, provided the Agency is satisfied as to the performer's skill and ability to perform specified work by a designated date.  Homeowners with a history of failure to complete previous construction work, or of non-compliance under City codes and ordinances or the terms of this program, will not be eligible to perform homeowner labor.

g.	All construction or work performed shall be in compliance with a BHRA approved contractor warranty or homeowner labor agreement.

h.	When the improvements have been completed and verified by inspection, the disbursement of funds will be made in full directly to the contractor(s) upon homeowner signed approval.  No funds shall be released without required contractor lien waivers.  A partial payment may be issued in certain instances after careful consideration to the reason for making a partial payment.  A ten percent (10%) retainage is required on all partial payments.

i. 	All contractors working on pre 1978 structures will be required to document and to work in compliance with HUD’s Lead Safe Housing Rule and EPA’s Renovation, Repair and Painting Rule.


6.	PROGRAM ADMINISTRATION

a.	City Contract for Administration of Program.  The BHRA will, under contract with the City of Bloomington, accept the responsibility for Bloomington's Housing Rehabilitation Loan Program.  The BHRA will provide assurances to the City that funds will be expended in compliance with applicable federal, state and local laws.  The BHRA will assure the City that the Community Development Block Grant funds will be expended in conformance with the Housing and Community Development Act of 1974 and applicable regulations issued by the United States Department of Housing and Urban Development.  The administration shall provide the following:

(1)	advertising and distribution of program information to Bloomington residents;

(2)	liaison with lenders, HUD, MHFA and other housing service organizations to expedite and coordinate Community Development Rehabilitation funds with associated rehabilitation programs;

(3)	receipt and processing of applications for assistance;

(4)	counseling to Bloomington residents to aid in the selection of financing methods to meet their needs;

(5)	coordination of provisions for technical advice;

(6)	investigations and inspections to insure compliance with provisions;

(7)	disbursement of rehabilitation funds in accordance with Program provisions; and

(8)	keeping of records to fully describe Program activities.
			
	Direct costs for advertising and distribution of information for counseling services, application review and processing services, and for inspection services charged to the Program, shall not exceed twelve and a half percent (12.5%) of the total authorized budget amount.  Other administrative costs shall not be charged to this Program budget.

b.	Appeal Procedures.  It may be expected that occasionally a party (homeowner or contractor) may have a reason for disputing a BHRA action.  In the event that such a dispute does occur, the disputing party should submit his/her comments in writing to the Administrator with a request for action to see if the problem can be resolved administratively.

If the problem cannot be resolved administratively within a 30-day time period, the disputing party will state his/her position, in writing, to the BHRA's Administrator.  He/she may request that the issue be placed on the agenda of a regularly scheduled BHRA meeting or may be heard by a designee(s) of the BHRA.  The party will then be given the opportunity to appear before the BHRA and request specific action to resolve the dispute.  The issue will be put on the agenda within 30 days of the date the written request was submitted to the Administrator.






















Appendix A

CENSUS TRACTS WITH 5% OR MORE SUBSTANDARD HOUSING UNITS
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APPENDIX B
CDBG – 2014
		  ___________________________Applicant
			
30% of Median Family Income
	1
Person
	2
Persons
	3
Persons
	4
Persons
	5
Persons
	6
Persons
	7
Persons
	8
Persons
	Points
	

	17,400
	19,900
	22,400
	24,850
	26,850
	28,850
	30,850
	32,850
	8
	

	
	Elderly, Handicapped
	3
	

	
	Substandard Housing Area
	2
	

	
	Inability to borrow from conventional sources
	1
	


		Address
50% of Median Family Income
	1
Person
	2
Persons
	3
Persons
	4
Persons
	5
Persons
	6
Persons
	7
Persons
	8
Persons
	Points
	

	29,050
	33,200
	37,350
	41,450
	44,800
	48,100
	51,400
	54,750
	6
	

	
	Elderly, Handicapped
	3
	

	
	Substandard Housing Area
	2
	

	
	Inability to borrow from conventional sources
	1
	



60% of Median Family Income
	1
Person
	2
Persons
	3
Persons
	4
Persons
	5
Persons
	6
Persons
	7
Persons
	8
Persons
	Points
	

	34,800
	39,800
	44,750
	49,750
	53,750
	57,700
	61,700
	65,600
	4
	

	
	Elderly, Handicapped
	3
	

	
	Substandard Housing Area
	2
	

	
	Inability to borrow from conventional sources
	1
	



70% of Median Family Income
	1
Person
	2
Persons
	3
Persons
	4
Persons
	5
Persons
	6
Persons
	7
Persons
	8
Persons
	Points
	

	40,650
	46,450
	52,250
	58,050
	62,700
	67,350
	72,000
	76,600
	2
	

	
	Elderly, Handicapped
	3
	

	
	Substandard Housing Area
	2
	

	
	Inability to borrow from conventional sources
	1
	



80% of Median Family Income
	1
Person
	2
Persons
	3
Persons
	4
Persons
	5
Persons
	6
Persons
	7
Persons
	8
Persons
	Points
	

	44,750
	51,150
	57,550
	63,900
	69,050
	74,150
	79,250
	84,350
	1
	

	
	Elderly, Handicapped
	3
	

	
	Substandard Housing Area
	2
	

	
	Inability to borrow from conventional sources
	1
	



In the case of applications sharing the same number of points, the following criteria shall be applied:
1.	If applicable, priority will be given to an individual who has not received a CDBG or 
	MHFA Rehabilitation Loan in prior years.
2.	Application with the earliest date received in the HRA's office.
HRA/REHAB/cdbgapnx
APPENDIX B
CDBG – 2015
		  ___________________________Applicant
			
30% of Median Family Income
	1
Person
	2
Persons
	3
Persons
	4
Persons
	5
Persons
	6
Persons
	7
Persons
	8
Persons
	Points
	

	18,200
	20,800
	23,400
	26,000
	28,410
	32,570
	36,730
	40,890
	8
	

	
	Elderly, Handicapped
	3
	

	
	Substandard Housing Area
	2
	

	
	Inability to borrow from conventional sources
	1
	


		
50% of Median Family Income
	1
Person
	2
Persons
	3
Persons
	4
Persons
	5
Persons
	6
Persons
	7
Persons
	8
Persons
	Points
	

	30,350
	34,650
	39,000
	43,300
	46,800
	50,250
	53,700
	57,200
	6
	

	
	Elderly, Handicapped
	3
	

	
	Substandard Housing Area
	2
	

	
	Inability to borrow from conventional sources
	1
	



60% of Median Family Income
	1
Person
	2
Persons
	3
Persons
	4
Persons
	5
Persons
	6
Persons
	7
Persons
	8
Persons
	Points
	

	36,350
	41,550
	46,750
	51,950
	56,100
	60,250
	64,400
	68,550
	4
	

	
	Elderly, Handicapped
	3
	

	
	Substandard Housing Area
	2
	

	
	Inability to borrow from conventional sources
	1
	



70% of Median Family Income
	1
Person
	2
Persons
	3
Persons
	4
Persons
	5
Persons
	6
Persons
	7
Persons
	8
Persons
	Points
	

	42,450
	48,500
	54,500
	60,620
	65,450
	70,300
	75,150
	80,000
	2
	

	
	Elderly, Handicapped
	3
	

	
	Substandard Housing Area
	2
	

	
	Inability to borrow from conventional sources
	1
	



80% of Median Family Income
	1
Person
	2
Persons
	3
Persons
	4
Persons
	5
Persons
	6
Persons
	7
Persons
	8
Persons
	Points
	

	46,100
	52,650
	59,250
	65,800
	71,100
	76,350
	81,600
	86,900
	1
	

	
	Elderly, Handicapped
	3
	

	
	Substandard Housing Area
	2
	

	
	Inability to borrow from conventional sources
	1
	



In the case of applications sharing the same number of points, the following criteria shall be applied:
1.	If applicable, priority will be given to an individual who has not received a CDBG or 
	MHFA Rehabilitation Loan in prior years.
2.	Application with the earliest date received in the HRA's office.
[bookmark: _GoBack]
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BLOOMINGTON HOUSING & REDEVELOPMENT AUTHORITY
In and for the CITY OF BLOOMINGTON








SECTION 3 PLAN
Revised August 31, 2010






















				
PURPOSE/SCOPE

This procedure establishes the method for the Bloomington Housing and Redevelopment Authority in and for the City of Bloomington also known as Bloomington HRA compliance with the HUD Section 3 Program.  Section 3 of the Housing and Urban Development Act of 1968, as amended, requires that all programs receiving direct financial assistance administered by HUD provide, to the greatest extent feasible, opportunities for jobs, training and economic opportunities to low and very low income residents and contracting opportunities to businesses owned by or employing low and very low income residents.


1.0 DEFINITIONS/ABBREVIATIONS

2.1	Contracting Officer – The Bloomington HRA Official authorized by the Administrator to enter into or administer procurement contracts and make related determinations and findings and to assure compliance with performance requirements and contract terms

2.2	Section 3 Coordinator – The person designated by Bloomington HRA to monitor the Section 3 documentation to assure compliance with the Section 3 program.

2.3. 	Contractor – The person or other entity contracted by Bloomington HRA to perform all work required in the Construction Contract.

2.4.	Family – All persons living in the same household who are related by birth, marriage or adoption (see 24 CFR 570.3 Definitions)

2.5	Section 3 Resident – A public housing resident or a low or very low-income person who resides in the service area in which Section 3 covered assistance is expended .  
	
	2.5.1	Low-income person is defined as families whose incomes do not exceed 80% of the median family income for the area

2.6	Section 3 Business Concern – A business concern that is:

2.6.1.	51 percent or more owned by Section 3 residents (category 1); or

2.6.2.	Whose permanent, full-time employees include persons, at least 30 percent of whom are currently Section 3 residents, or were Section 3 residents within three years of the date of first employment with the business concern (category 2); or

2.6.3.	That provides evidence of a commitment to subcontract in excess of 25 percent of the total bid/proposal price awarded to business concerns that meet the qualifications set forth in paragraphs 1 or 2 in this definition of a Section 3 business concern (category 3).
 
2.7	Section 3 Service Area – The geographical area in which the persons benefiting from the Section 3 covered project reside.  The service area shall not extend beyond the unit of general local government in which the Section 3 covered assistance is expended.
	
2.7.1	General Local Government is defined as the seven-county metro area (Hennepin, Ramsey, Anoka, Dakota, Scott, Carver, and Washington)

2.8	Section 3 Covered Assistance – 

2.8.1.	Public and Indian housing development assistance provided pursuant to Section 5 of the 1937 Housing Act;

2.8.2.	Public and Indian housing operating assistance provided pursuant to Section 9 of the 1937 Act;

2.8.3.	Public and Indian housing modernization assistance provided pursuant to Section 14 of the 1937 Act;

2.8.4.	Assistance provided under any HUD housing or community development program.  Assistance expended for housing rehabilitation (including reduction and abatement of lead-based paint hazards, but excluding routine maintenance involving repair and replacement), housing construction or other public construction projects.

2.9	Section 3 Covered Contract – A contract or subcontract (including a professional service contract) awarded by a recipient or contractor for work generated by the expenditure of Section 3 covered assistance, or for work arising in connection with a Section 3 covered project.  "Section 3 covered contracts" do not include contracts awarded under HUD's procurement program, which are governed by the Federal Acquisition Regulation System (see 48 CFR Chapter1). "Section 3 covered contracts" also do not include contracts for the purchase of supplies and materials. However, whenever a contract for materials includes the installation of the materials, the contract constitutes a Section 3 covered contract.  For example, a contract for the purchase and installation of a furnace would be a Section 3 covered contract because the contract is for work (i.e. the installation of the furnace) and is thereby covered by Section 3.


3.0	SOLICITATION REQUIREMENTS FOR SECTION 3 COVERED CONTRACTS

3.1.	Solicitation Requirements

Contracting Officer shall ensure all Solicitations include Section 3 Solicitation Requirements (Exhibit A). The Solicitation Section includes instructions to bidders regarding all submission requirements and resulting construction requirements. 

3.1.1	Contracting Officer shall ensure that the Section 3 Coordinator is notified of all solicitations regarding Section 3 covered contracts and receives copies of any correspondence regarding Section 3 information. Section 3 Coordinator shall also be notified of the bid date for all Section 3 covered contracts.

3.1.2	Contracting Officer shall work with the Section 3 coordinator to ensure that all Section 3 businesses and certified Section 3 applicants are notified of upcoming employment opportunities.


3.2 	Section 3 Policy and Procedure

The Contracting officer shall ensure that all bidders provide the following section 3 plan information as required by the solicitation:

3.2.1.	Contractors must demonstrate compliance to the greatest extent feasible of hiring and training of section 3 Businesses and residents during the duration of the project. By submitting Form D “Contractor’s Good Faith Effort During Project”, the Contractor is stating that their employment and solicitation during the project will include Section 3 businesses and residents. By signing, the Contractor is prepared to display evidence of their good faith effort if ever needed.

	In addition, completion of Form E “Actual Work Force Breakdown” at the end of the project certifies the actual Section 3 efforts attained on the project.

3.2.2.	Complete and return Forms A, B, C, D and E included in the Solicitation.  Bidders must mark as N/A (Not Applicable), if necessary.  Failure to return all appendices will cause your bid to be considered non-responsive.  If additional copies of any Appendix are needed, the form may be duplicated by the bidder.

3.2.3.	A business concern seeking to qualify for a Section 3 contracting preference shall certify, in a form suitable to Bloomington HRA, that the business concern is a Section 3 concern as defined in paragraph 2.6. of this document. (See Forms B, C and D.)


4.0	AWARD REQUIREMENTS FOR SECTION 3 COVERED CONTRACTS

4.1	Section 3 Business Concerns		

Contracting Officer shall implement the award preferences listed below when evaluating bids for award.  Efforts shall be directed to award contracts to Section 3 business concerns in the following order of priority.

4.1.1.	Business concerns that are 51 percent or more owned by residents of the Bloomington HRA developments for which the Section 3 covered assistance is expended (category 1 business); or

4.2.2.	Business concerns whose full-time, permanent work force includes 30 percent of whom are currently Section 3 residents, or were Section 3 residents within three years of the date of first employment with the business concern (category 2); or

4.2.3.	Business concerns that are subcontracted in excess of 25 percent of the total amount of subcontracts to business concerns identified in paragraphs (1) and (2) of this section. (category 3 business).


5.0.	POST AWARD COMPLIANCE WITH SECTION 3

5.1.	Residents as Employees

Contracting Officer shall ensure that the Contractor fulfills his obligation to utilize Section 3 service area residents as employees to the greatest extent feasible by:

 (a)	Identifying the number of positions in the various occupational categories including skilled and semi-skilled labor needed to perform each phase of the Section 3 covered budget.

(b)	Identifying the number of positions currently occupied by regular, permanent employees.

(c)	Establishing a goal, within each occupational category, of the number of positions not currently occupied by regular permanent employees to be filled by lower income residents of the Section 3 service area.

(d)	Completing Forms A-E
		
5.2.	Resident Trainees

The Contracting Officer shall ensure that the Contractor fulfills their obligations to utilize Section 3 service area residents as trainees to the greatest extent feasible by:

a) Utilizing the maximum number of persons in the various training categories in all phases of the work to be performed under the Section 3 covered project, and 

b) Filling all vacant training positions with Section 3 service area residents except for those training positions which remain unfilled after the contractor or subcontractor has demonstrated through documented and verifiable evidence that a good faith effort has been made.

c) Completing Forms A-E

5.3.	Utilization of Business

The Contracting Officer shall ensure that the Contractor undertaking work on a Section 3 service area project shall assure that to the greatest extent feasible, contracts are awarded to business concerns located within the Section 3 service area or business concerns owned in substantial part by persons residing in the Section 3 service area.  See Forms C and D.

5.4.	Numerical Goals

The Contracting Officer will work with the Section 3 coordinator to ensure Contractors and/or subcontractors have demonstrated compliance with the "greatest extent feasible" requirement of Section 3 by meeting the numerical goals set forth in this section for providing training, employment, and contracting opportunities to Section 3 residents and Section 3 business concerns during the contract period.

5.4.1.	Training and Employment

(a)	30 percent of the aggregate number of new hires during the contract period.

5.4.2.	Contracts

(a)	At least 10 percent of the total dollar amount of all Section 3 covered contracts for building trades work for maintenance, repair, modernization or development of public housing, or for building trades work arising in connection with housing rehabilitation, housing construction and other public construction; or

(b)	At least three (3) percent of the total dollar amount of all non-construction (ex: landscaping, snow removal, etc.) Section 3 covered contracts.

5.5.	Good Faith Effort

The Contracting Officer will ensure that the Contractor has taken all necessary steps to establish that a good faith effort, as required by Section 3 of the Housing and Urban Development Act of 1968, as amended, 12 U.S.C. 1701u, has been made to fill all training positions with lower income area residents; and fill all employment positions identified in Section 5 paragraph 1, subparagraph (c) and (d) above, shall take the following items and instructions into consideration:


5.5.1 Create a Section 3 page on the City’s web site.
 
5.5.2.	Maintain a list of  certified Section 3 businesses and Section 3 residents or referral from any source, and employ such persons if otherwise eligible and/or qualified and if a vacancy exists.  
Contractors and subcontractors may contact the Authority’s Section 3 Contracting Officer to obtain assistance in identifying qualified Section 3 applicants.

5.5.3.	Any Contractor or subcontractor which fills vacant apprentice and trainee positions and/or employment positions, identified in Paragraph 5.1 above, immediately prior to undertaking work pursuant to a Section 3 covered contract, shall set forth evidence acceptable to the Secretary of HUD that its actions were not an attempt to circumvent these regulations.

5.5.4. To safeguard against violation of the intent of Section 3, the Bloomington HRA will require that contractors and subcontractors notify the Section 3 Coordinator’s office within 24 hours after termination of a Section 3 employee.  Additionally, the contractors and/or subcontractors must fill the vacated position by hiring another qualified Section 3 resident, if available, within 48 hours, or provide documented evidence of their unsuccessful efforts to hire a Section 3 resident.

5.5.5.	Each contractor and subcontractor must submit with his/her bid, the number of all prospective Section 3 positions and the job title on Forms C and D.  Prior to award of the contract, the names and addresses of persons who will fill said positions, must be submitted to the office of the Section 3 Coordinator.

5.6.	Reporting and Recordkeeping

All contractors and subcontractors (through the prime contractor), at the completion of the project shall provide to the Bloomington HRA completion of Form F  reflecting actual Section 3 efforts attained on the contract. 

5.7 Assurances of Contractor's Compliance

The regulations pursuant to Section 3 provide specific examples of how the recipient must assure the contractor's compliance. Any recipient of HUD Section 3 funds must assure compliance of its contractors and subcontractors. This includes, but is not limited to: (1) notifying Section 3 residents of employment and training opportunities, (2) notifying contractors of Section 3 requirements, (3) facilitating employment and training opportunities for Section 3 residents, (4) assisting and actively cooperating with the Assistant Secretary in obtaining compliance of contractors, and (5) informing any units of government of Section 3 requirements. The Section 3 Coordinator will be responsible for the majority of these duties. Note that the Assistant Secretary will also conduct compliance reviews on a periodic basis.

5.8 [bookmark: 4._Complaints]Complaints

a. In an effort to resolve complaints generated due to non-compliance through an internal process, Bloomington HRA encourages submittal of such complaints to its Section 3 coordinator as follows:

· Complaints of non-compliance should be filed in writing and must contain the name of the complainant and brief description of the alleged violation of 24 CFR 135
· Complaints must be filed within thirty (30) calendar days after the complainant becomes aware of the alleged violations
· An investigation will be conducted if complaint is found to be valid. The Section 3 Coordinator will conduct an informal, but through investigation affording all interested parties, if any, an opportunity to submit testimony and/or evidence pertinent to the complaint
· The Section 3 Coordinator will provide written documentation detailing the findings of the investigation of the Bloomington HRA. The Bloomington HRA will review the findings for accuracy and completeness before it is released to complainants. The findings will be made available no later than thirty (30) days after the filing of complaint.

b. If complainants wish to have their concerns considered outside of the Bloomington HRA a complaint may be filed with:

		Assistant Secretary for Fair Housing and Equal Opportunity
		United States Department of Housing and Urban Development
		451 Seventh Street, SW
		Washington, DC 20410

The complaint must be received not later than 180 days from the date of the action or omission upon which the complaint is based, unless the time for filing is extended by the Assistant Secretary for good cause is shown


6.0		REFERENCES

1. 24 CFR Part 135

2. Housing and Urban Development Act of 1968

7.0 EXHIBITS

7.1 	Exhibit Bloomington HRA Section 3 Solicitation Requirements
	Form A		Section 3 Business Application
	Form B		Section 3 Business Concern-Category 1
	Form C		Section 3 Business Concern-Category 2
	Form D		Section 3 Business Concern-Category 3
	Form E		Contractors Good Faith Effort During Project
	Form F		Actual Work Force Breakdown
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