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MEMORANDUM 
 

TO:   HONORABLE MAYOR AND CITY COUNCIL 
 
THRU:   Charles B. Strome, III, CITY MANAGER 
 
FROM:  Craig King, COMMISSIONER OF DEVELOPMENT 
 
DATE:   June 29, 2007 
 
SUBJECT: Proposed Pilot Program using HOME Funds 
 Residential Rehab for Low-Income Homeowners 
 

_______________________________________________________________________ 
 
 
It is anticipated that our Housing Needs Assessment being completed as part of our 2008-2012 
Consolidated Plan will support the need for rehabilitation of our aging housing stock.  This 
proposal outlines the use of the City’s HOME funds for a homeowner program of residential 
rehabilitation projects.  
 
The residential rehabilitation program would address deferred maintenance, no maintenance and 
substandard conditions in the City’s aging housing stock.  Residential rehab curbs further 
disinvestment and keeps homes in homeownership, avoiding units converting to renter-occupied.  
It is an important economic development investment in neighborhood revitalization and in 
historic preservation.   
 
All rehab work done must meet “Housing Quality Standards” which are acceptable to HUD.  The 
Department of Development will define narrowly the list of eligible improvements; the 
improvements may include electrical upgrades, roof repair/replacement, window replacement, 
replacement of heating units, chimney repair, plumbing repair, lead/asbestos abatement, health-, 
safety- or code- related improvements and accessibility and use improvements for handicapped 
persons.  
 
The City has its 2007 HOME allocation dedicated to a “Pilot Senior Res Rehab Program.”  Based 
on what we are able to ascertain from the Housing Needs Assessment, it may be more beneficial 
to extend this scope to include all home ownership and not limit the program to seniors. This will 
create greater opportunity for participants and will create greater demand for funds so that the 



City may successfully disburse all the funds in that fiscal year.  We will, however, give a 
preference for qualified, senior homeowners. 
 
 
 
Also, the City may want to reprogram the 2006 HOME funds to this program, as those funds will 
require a commitment on an earlier time frame than the 2007 funds.  Either way, the Consolidated 
Plan & Action Plan must be revised and the City Council advised accordingly. 
 
Basic programmatic assumptions: 
 

1. The program funds will be available to homeowners who meet HUD’s “very low” or 
below income guidelines ($65,050 for family of four using HUD’s 2007 figures; see 
attached “2007 Adjusted HOME Income Limits”); 

2. The property must have been owner-occupied both before and after the rehab for a 
period of 10 years and must be the primary residence of the program beneficiary; 

3. The property must be appraised (incorporating the work to be done) prior to receiving 
funds; the after-rehab value of the property may not exceed 95% of the median area 
purchase price (or, the HUD 203{b} mortgage limit); 

4. The homeowner will be required to contribute a nominal amount ($500) to the total 
cost of the rehab project; 

5. The funds are committed to the project as a deferred loan (without interest) which is 
payable to the City of New Rochelle at sale or transfer of title. The term of the loan 
will be ten years and will amortize on a ten year flat rate basis; 

6. The eligible property is either a cooperative, condominium or single-family (which 
may be one- to four-units, with only one unit owner-occupied; the funds may only be 
used for the owner-occupied unit); 

7. Rehab projects must be a minimum project cost of $15,000 and a maximum project 
cost of $75,000. 

 
It is proposed that the administration of the program will be bid and then contracted out to an 
intermediary such as the Housing Action Council  (HAC).  HAC is open to working with the City 
on this critical program.  HUD would still have to be fully consulted to confirm that this scope of 
services is permitted, as an eligible expense under the Home Program.  The contracted agency 
would perform at least the following tasks: 
 

1. Marketing of the program 
2. Intake of applications and income qualifying the homeowners 
3. Arrange for the County lead inspection and appraisal of the property 
4. Order an inspection by qualified firm who will produce the Scope of Work 
5. Distribute the Scope of Work to a list of pre-qualified contractors (who have met 

licensing & insurance requirements); receive and review contractors bids 
6. Prepare all legal & work documents 
7. Arrange inspection of the work at 50% completion, 75% and 100% completion 
8. Issue approval, completion letter for homeowner and contractor; issue final payment 

release 
 
 
 
 
 



 
 
 
 
The City will pay the contracted agency between 10-15% of the total rehab cost for these 
services.  The following is a SAMPLE project budget: 
 
 Sources of Funds     Uses of Funds 
 
 $  18800  HOME funds      $15000 Rehab cost 
         500 H/O contribution           2250 HAC fee (@15%) 
               1000 Inspector fee 
                    750 Appraisal fee 
 ____________________           300 Legal, recording 
 
 $19300 Total       $19300  Total 
 
Given the City’s net HOME funds (after City administrative costs are deducted) for 2006, it is 
anticipated that the program could do approximately 20-25 homes with this “pilot” program. 

 
Next steps 
 
Staff intends to review the program design with HUD’s HOME representative in the next few 
weeks.  A fully-developed marketing assessment will need to be written to assure HUD of the 
community need for the program and that construction contractors are available to complete the 
projects.  There will need to be rules and regulations developed as well as a set of standards 
adopted for the level and quality of repairs to be undertaken (a HUD requirement).  There will 
also need to be a careful review of the resources necessary to implement this program. This may 
include the use of funds made available through the City’s Affordable Housing Fund, as it may be 
the case that HUD does not allow the fee to the contracted agency as well as administrative costs 
to the City within the HOME allocation.  Staff will also be pursuing technical assistance that 
might be obtained through an agreement with HUD. 
 
 
 
 
 
 


