
The guidelines outlined below are suggestions for procedures for Market to Affordable program administration.  Within the requirements of the COAH regulations, a municipality is free to develop specific guidelines and tailor this program to municipal procedures.  A municipality should also consider the statutory requirements set forth in P.L. 2008, c.46 to reserve at least 13 percent of the affordable housing units for very low-income households at or below 30 percent of median income.  All Market to Affordable program guidelines are subject to the review and approval of COAH.

HOMEOWNERSHIP

Determining How Much to Spend on a Market Rate Unit
 [Insert name of municipality] will spend up to $[insert maximum amount permitted to write down the cost of a unit in this program] net to purchase a market rate housing unit, write down the cost of the unit to an affordable price and sell it to an income-eligible household.  Low-income households are those whose household income is 50 percent or less than median income, and moderate income households are those whose household income is between 50 and 80 percent of median income. 

The municipality shall provide a minimum of $25,000 per unit to subsidize a moderate-income unit and/or $30,000 per unit to subsidize each low-income unit.

[Insert name of municipality] will find units that are appropriately priced on the market so as not to spend over the net amount.  In order to accomplish this, the municipality has developed illustrative prices for affordable homes based on the local tax rate, equalization ratio, current interest rates and condominium fees as applicable.  These affordable prices, plus the maximum subsidy, less any anticipated soft costs associated with the transfer of the property will give the municipality the maximum sales prices for the market rate homes. (Use the Market to Affordable Calculator to calculate this amount.)  
Finding a Unit

The municipality may employ any number of methods to find units suitable for the Market to Affordable (MTA) program.  The number of bedrooms in a unit shall not be a factor in the determination of whether to include a unit in the Program.  [Insert name of municipality] will use the following techniques to find units to use for this program:
· Search the real estate listings to find units 
· Employ a real estate agent to search MLS listings for appropriately priced units each month
· Advertise the program locally to find interested sellers
· Look for local foreclosures and visit Sheriff sales to bid on units

· Other methods of  identifying units

Once an eligible unit has been identified, [insert name of municipality] will work through the real estate process to purchase the unit.  [Indicate how the municipality will negotiate the sale, whether through a municipal attorney or a real estate agent, or through other means.]  The municipality will secure a third party appraisal for the unit prior to the sale to ensure that the market rate price is accurate.  Title will be transferred first to the municipality, a designated non-profit or other housing entity, then to an income-eligible household.  Funds from the Affordable Housing Trust Fund will be used to purchase the unit.
Inspection and Rehabilitation
The [insert name of municipality]’s code inspector will perform an inspection of the unit prior to sale to determine if any rehabilitation needs to be done in order to make the unit habitable and bring it up to code.  If it is determined that rehabilitation is necessary, the unit will be placed in the municipality’s rehabilitation program immediately upon transfer of title to the municipality.  Money for the rehabilitation must be provided through funds allocated to this Program and not through rehabilitation funds.  This unit will not be eligible for a rehabilitation credit in addition to the new construction credit.  Once rehabilitation is completed, the unit will be made available to an income-eligible buyer and sold pursuant to the Uniform Housing Affordability Controls (UHAC, N.J.A.C. 5:80-26.1 et seq.).  
Pricing and Selling the Unit
The unit will be priced according to the number of bedrooms, its designation as either low or moderate-income, and whether there are any condominium or homeowner’s association fees for the unit.  The maximum sales price for a moderate-income unit shall be affordable to households earning no more than 70 percent of median income and the maximum sales price for a low-income unit shall be affordable to households earning no more than 40 percent of median income.  The initial purchase price shall be calculated so that the monthly carrying costs of the unit, including principal and interest (based on a mortgage loan equal to 95 percent of the purchase price and the Federal Reserve H15 rate of interest), taxes, homeowner and private mortgage insurance and condominium or homeowner association fees do not exceed 28 percent of an eligible household’s income.  
Once the price has been established, the AA will use procedures outlined in UHAC and the Municipal Operating Manual for For Sale Units to affirmatively market the unit and identify an income-eligible buyer.  Upon closing, proper deed and mortgage documents from UHAC will be placed on the unit, which will ensure its continued affordability.  Proceeds from the sale of the unit will be placed in the Affordable Housing Trust Fund.
RENTAL UNITS
If the municipality has included a rental option in the Market to Affordable Program, include this section.  Depending on how a municipality chooses to approach a rental program, it may choose either Option below, or both.
Determining How Much to Spend on a Market Rate Unit to Produce Rental Units

The maximum rent for a moderate-income unit shall be affordable to households earning no more than 60 percent of median income and the maximum rent for a low-income unit shall be affordable to households earning no more than 44 percent of median income.  This program also offers an opportunity to meet the statutory requirements for very low-income housing set forth in P.L. 2008, c.46 by pricing the rents at 30 percent or below median income. The municipality shall provide a minimum of $25,000 per unit to subsidize a moderate-income unit and/or $30,000 per unit to subsidize each low-income unit.  The number of bedrooms in a unit shall not be a factor in the determination of whether to include a unit in the Program.  The initial rent for a restricted rental unit, including all utilities, shall be calculated so as not to exceed 30 percent of the eligible monthly income of the appropriate household size.

Option 1

[Insert name of municipality] has completed an analysis of the affordable rents for units in this program to determine the mortgage amount, plus any soft costs, that the rent would allow and how much subsidy would be necessary to write down the cost of the unit to that mortgage amount.  [Insert name of municipality] will spend up to $[insert maximum amount permitted to write down the cost of a unit in this program] net to purchase a market rate housing unit, write down the cost of the unit to an affordable rent and place an income-eligible household.  Low-income households are those whose household income is 50 percent or less than median income, very low-income households are those whose household income is 30 percent or less than median income, and moderate income households are those whose household income is between 50 and 80 percent of median income. 

Option 2

[Insert name of municipality] has completed an analysis of the affordable rents for units in this program. The municipality will negotiate with owners of existing market rate rental units to buy down the rent to an affordable level, offering owners a subsidy to deed restrict certain units in a project so that the household renting the unit will be paying an affordable rent as determined under this program.  This may be done through a lump sum subsidy payment up front or through monthly subsidy payments to the landlord.  The arrangement for payment of the subsidy must be documented.  The landlord will retain oversight of the building and the affordable units and may conduct standard credit and background checks, however, marketing and tenant selection will be completed according to UHAC by the Administrative Agent.
Inspection and Rehabilitation
The [insert name of municipality]’s code inspector will perform an inspection of the unit prior to deed restriction to determine if any rehabilitation needs to be done in order to make the unit habitable and bring it up to code.  If it is determined that rehabilitation is necessary, the unit may be placed in the municipality’s rehabilitation program or it may be required that the owner bring the unit up to code prior to payment of the subsidy.  This unit will not be eligible for a rehabilitation credit in addition to the new construction credit.
Rental Restrictions

Option 1

At the time of transfer of title to the ultimate owner/operator of the unit or once the municipality decides to retain control of the unit/project, a rental deed restriction in the form of Appendix E in UHAC must be recorded on the unit/project.  Identification and placement of an income-eligible household in the unit will conform to UHAC regulations and the Municipal Operating Manual for Rental Units.  [If a municipal operating manual for rental units does not exist, the municipality must create one and append it to this document.]
Option 2
Once an owner agrees to deed restrict certain units in a development as affordable housing, a deed restriction in the form of Appendix E in UHAC must be recorded on the project.  The deed restriction must specifically identify the units that are restricted.  Identification and placement of an income-eligible household in the unit will conform to UHAC regulations and the Municipal Operating Manual for Rental Units.  [If a municipal operating manual for rental units does not exist, the municipality must create one and append it to this document.]
Administration

[Municipality]’s Market to Affordable Program will be administered by [list the administrative entity responsible for the day to day operation of the program].  Interested sellers may contact [insert name of contact] to get more information on the Program.  Interested purchasers or renters may contact [insert name of contact] to learn more about how to apply for the Program.  
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