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CHDO CRITERIA
A Community Housing Development Organization (CHDO) is a private, nonprofit, community-based organization with qualified staff that is receiving HOME funds as the owner, developer, or sponsor of affordable housing for the community it serves.

To be certified as a Community Housing Development Organization (“CHDO”), an organization must meet the certification criteria as required by the U.S. Department of Housing and Urban Development (24 CFR 92.2) and comply with the following policies in order to be certified from the State of Wisconsin.  This Certification is done in conjunction with a funding proposal (project application) and each time funds are awarded to a project.  There is no general certification an organization can carry to be a recognized CHDO.


LEGAL STATUS 1 – 5
1. ORGANIZED
The organization must be formally organized under state and local laws and must provide evidence of legal status as a non-profit.
Required Attachment:

_____ a Charter, OR

_____ Articles of Incorporation.

2. PURPOSE OF ORGANIZATION
The organization must have among its purposes the provision of decent housing that is affordable to low- and moderate-income persons.
Required Attachment:

_____ Charter,

_____ Articles of Incorporation,

_____ By-laws, OR

_____ Resolutions.

3. NO INDIVIDUAL BENEFIT OR DISTRIBUTIONS
No part of your organization’s net earnings can inure to the benefit of any member, founder, contributor or individual.  All net income must be reinvested in the projects developed by the organization or in subsequent affordable housing projects.
Required Attachment:

_____ a Charter, OR

_____ Articles of Incorporation.

LEGAL STATUS 1 – 5, continued

4. SERVICE AREA
The CHDO must specify its service area within which it will operate within the State of Wisconsin’s HOME Participating Jurisdiction.  The service area must be clearly defined, simply providing housing to low-income households, and/or special populations, is not enough. Nonprofits serving special populations must also define the geographic boundaries of their service areas in order to qualify as CHDOs.

Note:  CHDOs do not need to represent a single neighborhood, for instance, within urban areas, a CHDO may include in its service area a neighborhood or neighborhoods, city, county, or metropolitan area.  For rural areas, a CHDO may include in its service area a neighborhood or neighborhoods, town, village, county, or multi-county area (but not the entire State).
Required Attachment:

_____ Map for Service Area
_____ Map for Service Area for Special Populations (as applicable)
5. NON-PROFIT STATUS (tax exempt ruling)
The organization must have a tax-exempt designation from the Internal Revenue Service (IRS), under section 501(c)(3) of the Internal Revenue Code of 1986.
Yes or No, does the CHDO currently have a 501(c)(3) designation
 Yes










 No
Yes or No, Is the 501(c)(3) designation provided to the CHDO

 Yes
by another organization
 No
Required Attachment:
_____ a 501(c)(3) or (4) Certificate from the IRS.


Independence 6 – 9
Yes or No, is your organization a for-profit entity? 



 Yes










 No
Yes or No, is your organization a governmental entity? 


 Yes










 No
Yes or No, is your organization an Indian Tribe? 



 Yes










 No
Yes or No, is your organization a Public Housing Agency? 

 Yes










 No
Yes or No, is your organization an Indian Housing Authority? 

 Yes










 No
Yes or No, is your organization a Housing Finance Agency? 

 Yes










 No
Yes or No, is your organization a Redevelopment Authority?

 Yes










 No
Yes or No, is your organization a HOME entitlement jurisdiction?

 Yes










 No
Independence 6 – 9, continued

6. CHDO ORGANIZATION INDEPENDENCE
A Private organization: A governmental entity cannot be designated as a CHDO examples include, governmental entity, Indian tribe, public housing agency, Indian housing authority, housing finance agency, or redevelopment authority.  The CHDO may not be a governmental entity and may not be controlled by a governmental entity.
7.
RELIGIOUS ORGANIZATION
Organizations that are religious or faith-based are eligible to participate in the HOME Program, on the same basis as any other organization.  However, faith-based organizations directly funded under HOME may not engage in inherently religious activities. If the organization conducts such activities, they must be offered separately and participation must be voluntary for the beneficiaries of the assistance provided.  See also: 92.257 of the HOME Rule and 24 CFR 5.109 (Equal Participation of Religious Organizations in HUD’s Programs and Activities).
Required Attachment:
_____ Board statement certifying the CHDO cannot discriminate on the basis of religion, OR

_____ Agency statement certifying the CHDO cannot discriminate on the basis of religion.
8.
GOVERNMENTAL ORGANIZATION
A local or state government and/or a public agency cannot qualify as a CHDO. The CHDO may not be a governmental entity and may not be controlled by a governmental entity.
9.
FOR-PROFIT ORGANIZATION
A CHDO cannot be controlled by, nor be under the direction of, for-profit entities or individuals seeking profit from the organization.


Accountability to Low Income Community 10-13
10.
LOW INCOME BOARD

The CHDO is intended to respond to a particular low-income community’s affordable housing needs. The structure of the board of directors of a CHDO should reflect some degree of the low-income community’s involvement in the CHDO. 

11.
ORGANIZATION BOARD OF DIRECTORS
The organization must be formally organized under state and local laws.  The CHDO board must include a minimum amount of representatives of the low-income community and additionally may include elected or appointed public officials or employees of governmental entities; and other people such as social service providers, lenders, individuals with access to philanthropic resources, or others willing to contribute their professional expertise.

Accountability to Low Income Community 10-13, continued

12.
BOARD COMPOSITION AND BOARD COMPENSATION:  
To be certified as a CHDO, at least one-third of the organization’s Board of Directors must consist of representatives of the low-income community and no more than one-third of the Board can be from the public sector. Board members may receive a reasonable fixed sum and expenses for each board meeting he/she attends. However, board members cannot receive a salary for their service as a board member. There are no limits on the proportion of the board that may be appointed by a nonprofit or charity organization, as long as the minimum one-third community representation is met and the maximum one-third public representation is not exceeded.  To calculate the one-third requirement the total number of Board Members is used regardless of their permanent residence.
What is the total number of board members?_  _________________________

Yes or No, do board members receive salary for 



 Yes




their service as board member?
 No
Required Attachment:

· Full listing of the current board of directors for the CHDO organization.
· Provide the following information for each member:
· full name,
· date of appointment
· length of appointment, and 
· community he or she represent (low-income, public sector, other).
A. LOW INCOME BOARD REPRESENTATION
An applicant organization must ensure that a minimum of one-third of its governing board consists of representatives of low-income communities within its service area. 
There are three ways to meet this requirement:

(1)
Individuals can be residents of a low-income neighborhood in the organization’s service area but they do not necessarily have to earn a low income themselves, or 

(2)
They can be low-income residents of the community; that is, their household income is 80% or less than the Area Median Family Income for the service area as published by the U. S. Department of Housing and Urban Development, or 

(3)
They may be elected representatives of low-income neighborhood organizations.
What is the number of Low Income board members?_____________________
B. PUBLIC SECTOR BOARD REPRESENTATION
A maximum of one-third of the organization’s Board of Directors may be from the public sector.
Representatives of the public sector include: 
(1)
elected officials, such as council members, 
(2)
appointed public officials, such as planning or zoning commission, regulatory or advisory boards,
(3)
public employees, which include employees of public agencies or departments of the City such as fire and police, and 
(4)
any individual who is not necessarily a public official, but has been appointed by a public official to serve on the organization’s Board of Directors.

To verify that your current Board meets both the low-income requirement and the limits on public sector representation above, Documentation supporting those designations must be maintained in the organization’s files.
What is the number of Public Sector board members?____________________
Accountability to Low Income Community 10-13, continued
13
LOW-INCOME INPUT
Low-Income Input on Organizational Structure:  To be certified a CHDO, an organization must have a specific formal (written) process for low-income program beneficiaries to advise the organization in its decisions regarding the design, location of sites, development and management of affordable housing projects. Input from the low-income community is not met solely by having low-income representation on the board.  Specifically, the organization must have a detailed written plan for ensuring that input from low-income program residents of the service area will be solicited and integrated into the decision-making and project development processes of the organization.
This requirement is especially important for CHDOs serving a large geographic area, where it may not be possible for a CHDO to have low-income board representation from every neighborhood in which the CHDO will develop, own, or sponsor housing.  CHDOs should establish systems for community involvement in neighborhoods of their service areas where housing will be developed, but which are not represented on their boards. Such systems might include special committees of neighbors of a proposed development site, neighborhood advisory councils, or open town meetings.
Required Attachment:

_____ the organization's By-laws,

_____ Resolutions, OR

_____ a written statement of operating procedures approved by the governing body



Capacity and Experience 14 – 18
14.
DEVELOPMENT EXPERIENCE
The organization must be able to demonstrate that it has at least one year of experience directly related to the development of housing.  There are significant differences in the type of experience and capacity required to carry out the variety of housing development activities eligible under the HOME Program. Therefore, “experience in having completed similar projects” is different for development/management of rental housing and development/sale of housing for homebuyers.  Additionally, capacity is tied directly to the anticipated project and the CHDO’s role.
Yes or No, Does the CHDO organization have at least one year

 Yes
experience related to the development of housing?

 No
Yes or No, Does the CHDO organization have at least one year

 Yes
serving the community where it intents to develop?

 No
Required Attachments:

· A narrative statement, signed by the Executive Director or Board President, documenting that the organization has at least one year of experience directly related to the development of housing prior to seeking CHDO certification;

· Applies only to organizations that are being sponsored by a parent organization:

· A signed agreement or letter of understanding between your organization and the nonprofit parent or sponsor organization that documents the relationship between the two organizations.
· A statement signed by the Executive Director or Board President that documents that its parent or sponsoring organization has at least one year of experience related to the development of housing.
Capacity and Experience 14 – 18, continued

15.
CHDO ORGANIZATIONAL CAPACITY AND STAFF:
The CHDO organization must have the following:

(1)
Their own professional staff and
(2) Experience serving the community where it intends to develop the HOME assisted housing and 
(3) At least one year of experience directly related to the development of housing.
Newly created organizations that do not have one year experience developing housing may meet the requirement while within the CHDO’s first year of operation if it has a nonprofit parent or sponsor organization that can demonstrate at least one year of experience in the development of housing, or by hiring a development consultant.  
For its first year of funding as a CHDO, an organization may satisfy this requirement through a contract with a consultant who has housing development experience and will advise and train appropriate key staff of the organization.  
For newly created organizations demonstrating prior service to the community (for at least one year) does not have to be related to housing.  However, the prior service to the community cannot be the for-profit parent (sponsor) organization’s work.
A nonprofit organization does not meet the test of demonstrated organizational capacity based on any person who is a volunteer or whose services are cost allocated from, donated by, contracted through another organization.
16.
STAFF CAPACITY
The organization must have experienced paid staff responsible for the day-to-day operations as a CHDO, outside of the role related to the proposed development. In addition, the CHDO must be able to demonstrate its key paid staff have the relevant expertise to carry out the proposed housing activities it is planning to undertake.  The key staff should have successfully completed projects similar in size, scope and complexity to the proposed activity.  The capacity of the paid staff is also evaluated in the context of the CHDO’s role (i.e., owner, developer, or sponsor) and the size, scope, and complexity of the proposed project (see Section 17 below regarding CHDO role).
A nonprofit organization does not meet the test of demonstrated staff capacity based on any person who is a volunteer or whose services are cost allocated from, donated by, contracted through another organization.  The CHDO’s key paid staff cannot be:  officers (including elected or appointed public officials) or employees of a governmental agency or consultants (paid or volunteer), unless it is the first year after the CHDO’s first year of certification.
Paid staff is a person whose salary, payroll taxes, and unemployment insurance are paid by the CHDO and from whom the CHDO withholds payroll and income taxes. Receipt of W-2 is definitive evidence of being a “paid employee” for HOME purposes.  In the absence of a W-2, the CHDO must demonstrate the nature of the relationship by providing the current employment contract between the CHDO and the individual worker to determine the. Within the employment contract please make sure it is evident if the CHDO has the right to direct and control the time, manner, and location of the work, in order for the worker to be recognized as an employee.
Capacity and Experience 14 – 18, continued

16. 
STAFF CAPACITY, continued
Yes or No, Does the CHDO organization have paid staff 


 Yes
responsible for day-to-day operations?


 No
Yes or No, Do the key staff have the relevant expertise


 Yes
to carry out the proposed housing activities?

 No
Required Attachments:

· Resumes of key staff members who have successfully completed
project(s) similar to the proposed activity

· include project descriptions of relevant completed projects

· Payroll for paid staff:
_____ W-2s or W-4s,
_____ Payroll reports, OR
_____ (ONLY IF W-2 or W-4 is not filed, submit current employment contract)
SPONSORSHIP OR CREATION BY A FOR-PROFIT ENTITY:  A for-profit entity cannot qualify as a CHDO, but a for-profit entity may sponsor the creation of a wholly separate nonprofit. Certain limitations exist on the for profit sponsor entity, described below.
Yes or No, Is the CHDO organization sponsored or 


 Yes
created by a another entity?

 No
Yes or No, Is the CHDO organization sponsored or 


 Yes
created by a for-profit entity?

 No
Yes or No, Is the for-profit sponsor entity's primary purpose

 Yes
the development of housing?

 No
Yes or No, Is the for-profit sponsor entity's primary purpose

 Yes
the management of housing?

 No
Required Attachments:

· the for-profit organization's By-laws 
FOR-PROFIT ORGANIZATION SPONSORSHIP:  A for-profit entity may sponsor the creation of a nonprofit. However, the for-profit entity may not be an entity whose primary purpose is the development or management of housing, such as a builder, contractor, developer, or real estate management firm. The for-profit entity may not appoint more than one-third of the membership of the organization’s governing body.  Board members appointed by the for-profit entity may not appoint the remaining two-thirds of the Board members and the CHDO organization must be free to contract for goods and services from vendors of its own choosing.

A CHDO may be an independent nonprofit, or a wholly-owned nonprofit organization that is disregarded as a separate entity from its owner for tax purposes provided that the owner organization has a tax exempt ruling under section 501(c)(3) or (c)(4) and meets the definition of a CHDO (i.e., the subordinate entity only gets its nonprofit status from the parent but otherwise must meet all remaining CHDO criteria).  A CHDO cannot be controlled by, nor be under direction of a for-profit entity or individuals seeking profit from the organization.  
Capacity and Experience 14 – 18, continued

16. 
STAFF CAPACITY, continued
Does not apply unless CHDO organization is sponsored by owner entity or for-profit entity:
Yes or No, Does the sponsored CHDO organization meet all

 Yes
criteria to be certified a CHDO?
 No
Yes or No, Is the for-profit sponsor owner a legally separate entity
 Yes
from the CHDO organization?
 No
Yes or No, Does the sponsor organization seek to profit


 Yes
from the CHDO organization?
 No
17.
CHDO SET-ASIDE ROLES:

CHDO set-aside funds may be used by CHDOs for those HOME activities where the CHDO acts in the role of the owner, developer, OR sponsor of HOME-assisted housing. Roles are further defined by whether the CHDO’s activity is rental or homebuyer.  For rental housing, a CHDO can be the owner, developer, or sponsor of standard, newly built, or rehabilitated housing.
A. RENTAL OWNER
a. The CHDO is the owner in fee simple absolute and
i. (long-term ground lease at least equal to the period of affordability is acceptable) 
b. The CHDO must be the sole and exclusive owner of the property; it cannot be co-owned with another entity, including another CHDO.
c. The CHDO must continue to be a CHDO 
i. throughout the development of the project and 
ii. during the affordability period for rental housing projects that it owns.

d. The CHDO must own the housing for a period at least equal to the period of affordability
e. The CHDO must maintain project control.

B. RENTAL DEVELOPER

a. The CHDO is the owner in fee simple absolute and
i. (long-term ground lease at least equal to the period of affordability is acceptable) 
b. The CHDO must be the sole and exclusive owner of the property; it cannot be co-owned with another entity, including another CHDO.
c. The CHDO must own the housing during development
d. The CHDO must own the housing for a period at least equal to the period of affordability
e. The CHDO must maintain project control.
f. the developer of new housing that will be constructed, acquired or rehabilitated for income eligible households.
g. The CHDO must be the sole organization in charge of all aspects of the development process, including 
i. obtaining zoning; 
ii. securing non-HOME financing; 
iii. selecting architects, engineers, and general contractors; 
iv. overseeing the progress of the work; and 
v. determining the reasonableness of costs.
Capacity and Experience 14 – 18, continued

17. 
CHDO SET-ASIDE ROLES, continued
C. RENTAL SPONSOR 
a. The CHDO is a ‘‘sponsor’’ if the rental housing is “owned” or “developed” by any of the entities listed below. In the case of this type of sponsorship, the HOME funds must be awarded directly to and the written agreement enter-into with the entity that owns that project.

i. A wholly owned nonprofit or for-profit subsidiary of the CHDO OR,

ii. A limited partnership of which the CHDO or its wholly owned subsidiary is the sole general partner; or 
iii. A limited liability company of which the CHDO or its wholly owned subsidiary is the sole managing member.
1. the subsidiary acting as the sole general partner or sole managing member may be a for-profit or nonprofit organization and must be wholly owned by the CHDO. If the organizational documents – the partnership agreement for a limited partnership or the operating agreement for a limited liability company – allow the CHDO (or its wholly owned subsidiary) to be removed as sole general partner or sole managing member, the agreement must provide that the removal must be for cause and that the CHDO must be replaced with another CHDO.
Required Action, select a CHDO role:

_____ Rental Owner
_____ Rental Developer, OR

_____ Rental Sponsor

STAFF AND CHDO ROLE:  The capacity of the key paid staff is reviewed in the context of the CHDO’s role (i.e., owner, developer, or sponsor selection above) and the size, scope, and complexity of the proposed project.  The CHDO agency should be able to demonstrate the CHDO's abilities and capacity to undertake the proposed activity. General examples below:
RENTAL OWNER:  
An organization proposing to act as a rental owner should have staff with experience owning and overseeing affordable rental housing—needed skills may include property management, asset management, federal compliance, or provision of services.

RENTAL DEVELOPER:  
An organization proposing to act as a developer of rental housing should have staff with development experience and the ability to act as owner during the affordability period. Additional skills needed for development may also include project management, construction oversight, negotiating legal and financial aspects of the transaction.

RENTAL SPONSOR:  
An organization proposing to act as a sponsor of rental housing should have staff with experience appropriate to ownership and/or development depending on the nature of the sponsored project.  However, the skills outlined above for Rental Owner and Rental Developer are needed here for Rental Sponsors as they take the same actions conducting development business.
Required Attachments
· See above Section 16: “Staff Capacity”

· Narrative statement, signed by the Executive Director or Board President, to demonstrate the CHDO’s ability and capacity to undertake the proposed rental activity as one of the CHDO roles (e.g., Rental Owner or Rental Developer or Rental Sponsor).
Capacity and Experience 14 – 18, continued

17. 
CHDO SET-ASIDE ROLES, continued
Alternative structure for rental sponsor:  The CHDO develops a project that it solely owns and agrees to convey ownership to a second nonprofit organization at a predetermined time upon completion of the development phase. This type of sponsored rental housing must meet all of the following requirements:

1) The private, nonprofit organization may not be created by a governmental entity.

2) The HOME funds must be invested in the project that is owned by the CHDO.

3) Before commitment of HOME funds, the CHDO sponsor must select the nonprofit organization that will obtain ownership of the property.

4) The nonprofit organization assumes the CHDO’s HOME obligations (including any repayment of loans) for the rental project at a specified time after completion of development.

5) If the housing is not transferred to the nonprofit organization, the CHDO sponsor remains responsible for the HOME assistance and the HOME project.

18.
FINANCIAL ACCOUNTABILITY:
The organization must have financial accountability standards and certify that its financial management systems comply with a specific standard. The organization must have financial accountability standards that conform to 24 CFR 84.21, “Standards for Financial Management Systems”.  These standards are a variation on OMB Circular A-133 but are an updated version to that circular.  Organizations that have been operating for one year or more must submit audited financial statements for the organization’s most recent program year. The audited financials should include a twelve-month balance sheet and operating statement. The financial statements will be used in assessing the organization’s financial capacity for executing the affordable housing activities it intends to pursue.
Yes or No, Does the organization’s financial 



 Yes
standards conform to 24 CFR 84.21?
 No

Required Attachments:

_____ a notarized statement by the president or chief financial officer of the organization,

_____ a certification from a Certified Public Accountant, OR
_____ a HUD approved audit summary
Yes or No, Has the organization been operating 



 Yes
for less than one year?


 No

Required Attachments:

· Audited financial statements, with attached:
· 12 month balance sheet, AND
· Operating Statement
If your organization does not have audited financial statements because it has been operating for less than one year, you must submit the audited financial statements of the parent or sponsor organization.

A non-profit organization cannot be certified as a CHDO if the organization’s most recent financial statements and/or audit reflect an outstanding finding, material weakness or other unresolved matter that would affect the capacity of that organization to successfully develop a CHDO project. 
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