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Affordable Housing Program Implementation Plan

The Affordable Housing Program (AHP) is governed by regulations of the Federal Housing Finance Agency
(FHFA) at 12 CFR Part 1291, transferred to the FHifeéfn the Federal Housing Finance Board by enactment
of the Housing and Economic Recovery Act of 2008. The most recent general amendments to the AHP
regulations were adopted on September 13, 2006, and were effective on January 1, 2007.

The AHP regulation iguires each of the Federal Home Loan Banks to develop an Implementation Plan (the

APl and) governing administration of the AHP. The Ho

Feder al Home Loan Bank of Ci nci nnraministefthehAelP A FHLBO or
according to the Plan.

The AHP regulation requires the Board of Directors (the Board) to appoint an Advisory Council (the Council)
and specifies the composition, duties, and responsibilities of the Council. The Board has appoiatedil a Co
and has adopted written policies governing the Council.

The AHP regulation requires that the Board adopt written policies on conflict of interest covering FHLB
Directors and employees and members of the Council. The Board has adopted such policies.

Each FHLBO6s Advisory Council is required to review
recommendations to the Board of Directors, and the Board is required to adopt a written Plan. The Plan
addresses the following:

|.  Applicable Median Income Stand ards

A. Area Median Income

The FHLB will use thee u r r e ndrea ynedanm iicemes (AMI) published annually by the
Department of Housing and Urban Development (HfdD Multifamily Tax Subsidy Projects
(MTSP), asadjugedfor household size, as the standimdrental and homeownership projects
under the competitive AHP. references in this Plan to HUD AMIs are deemed to be

references to MTSP limits. Any project located in a rural area may use the greater maximum of
the area median income or the natiamatmetropolitan median income.

B. Mortgage Revenue Bond

The FHLB will use the Mortgage Revenue Bond (MRB) income limits forfins¢ homebuyer

programs established by the appropriate state housing finance agencies, as adjusted for household
size, for the Vélcome Home Program (WHP). Income limits for the Welcome Home Program

will be 80 percent of the applicable MRB income limit for the county in which the home is being
purchased.

. Allocation of AHP Funds

A. The FHLB will accrue 10 percent of net earnings fromghior year to provide subsidy to approved AHP
projects.

B. The FHLB will set aside up to 35 percent of AHP funds accrued annually to fund its homeownerahigeset
program, Welcome Home.

C. All other funds accrued annually will be available to fund projepimoved in the competitive AHP.
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D. All AHP funds recaptured and AHP competitive funds deobligated each year will be made available to
eligible applicants in the next competitive AHP offering.

E. AHP setaside funds deobligated during an open offering will bdevavailable in that offering. Subsequent
deobligations (i.e., deobligations that occur after the FHLB ceases accepting new Reservation Requests) will
be made available to eligible applicants in the f

F. The FHLB will borrownofmds from the foll owing yearod6s competi:'t
it is prudent to do so to fund additional projects with identical scores in the competitive AHP offering.

lll.  Threshold Requirements for the Competitive AHP

In administering the AHRNd this Plan, and reviewing and evaluating Sponsors, projects, and
applications hereunder, the FHLB reserves the right to determine in its good faith discretion (exercised in
a uniform and consistent manner) whether the project or any portion of tieatipplin question meets

all of the following: the requirements of this Plan, the intended uses of AHP subsidy, the integrity of the
program and the safe and sound operations of the FHLB and use of its assets.

A. OwnerOccupied or Rental Housing

AHP subsidymay only be requested and used for projects to provide rental and ownership
housing.

1. Ownership properties are those included infth@ w n e rdefinifiop éontained in the AHP
Definitions section of t hi s Pl antghouws¢heldse 100 %
whose annual income is at or below 80% AMI.

2. Rental properties include any housing with units for rent or lease, including shelters and group
homes, units forleasgur chase, or wunits owned in a coope
coopeat i ve o a stheAHPOEfinitbms dectiomof this Plan where at least 20% of the
projectdés units are targeted to households w

3. AHP funds may not be used in projects that require a Certificate of Need froratthagency
regulating health care facilities or that require licensure as an Intermediate Care Facility (ICF) or
as an ICF/MR facility.

4. The FHLB has not established a hard feasibility requirement on the amountrefsibential
space permissible in angilble AHP project. However, it is expected that all projects with non
residential/commercial space will be primarily residential in nature, as determined by the FHLB.
If the FHLB does not deem a project to be primarily residential in nature, that prdjdx w
ineligible for AHP subsidy.

B. Use of Funds

AHP funds can be used only for costs related to acquisition, rehabilitation, new construction, or
necessary soft costs related to project development.

1. AHP subsidy may not be requested for and will not be @edhto projects that are compleie or
before the AHP award date

AHP subsidy may not be used to pay prepayment fees.

AHP may not be used for fACapitalized Costso,
expenses, or supportive service expenses.
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C. Fair Housing and Accessibility

AHP projects must comply with any applicable federal and state laws and local ordinances on fair
housing and accessibility, including, but not limited to, the Fair Housing Act, the Rehabilitation Act,
the Americans with Disalities Act, and the Architectural Barriers Act of 1969.

D. Sponsor Requirements

1. Marketing

The Sponsor must demonstrate that the project will be affirmatively marketed consistent with
the Fair Housing Act as appropriate for the target population.

2. Role
Sponses f or a rent al project must have an AEIig
ownership). Sponsors for ownership projects
3. Capacity

The Sponsor must demonstrate sufficient capacity, based on:

a) A history ofconceptualizing, financing, developing, completing, and operating housing
projects of similar size/type;

(1) Meeting commitments made in prior AHP awards without need for project modification;
(2) Utilization of prior AHP awards within prescribed time periodsj,an

(3) Capacity to comply with all aspects of the application, and reporting and monitoring
requirements of the AHP regulation, including providing reports in a timely fashion for
current and previous awards.

b) In determining Sponsor capacity, the FHLB willyreln information provided as part thfe
SponsoiCapacity section ahe AHP online application and on information from prior or
existing AHP or other FHLB projects.

c) Applications from Sponsors who are delinquent in reporting or monitoring on existing AHP
projects or under other FHLB programs may not be considered for funding.

d) Generally, no party on the FHLB Suspension and Debarment List may be involved in a
project submitted for AHP funding.

E. Market Analysis / Evidence of Demand

1. The application must demonate that there is market demand for the project by citing vacancy
rates, absorption rates, turnover rates, waiting lists, penetration rates, unmet housing needs, or
similar information supporting the type of housing proposed. Formal independent mastiest stu
are not required but can be used to provide evidence of demand.

a) In projects serving special needs or homeless households, the application must indicate there
are appropriate populations within the market area of the project who would be willing to
occupy the project.

b) The Sponsor should provide a historAHPof i de
definitions for fASpeci al needso and/ or fAHon~N
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2. The housing must be appropriate for the population to be served. For example, hotising u
targeting persons with mobility limitations that do not contain accessibility features might not be
appropriate for such households. The FHLB may request other information to determine the
appropriateness of the housing proposed.

F. Anti-Predatory Lendip

1. AHP projects must comply with applicable federal, state and locapeadatory lending laws,
regulations, and orders designed to prevent or regulate abusive and deceptive lending practices
and | oan terms-Pfedlalt ®octyi L edrekampe AhntRredataryy) . F
Lending Laws may prohibit or limit certain practices and characteristics, including, but not
limited to the following:

a) Requiring the borrower to obtain prepaid, singtemium credit life, credit disability, credit
unemploymentor other similar credit insurance;

b) Requiring mandatory arbitration provisions with respect to dispute resolution in the loan
document; or,

¢) Charging prepayment penalties for the payoff of the loan beyond the early years of such loan.

2. Any project including doan that does not comply with all applicable ARtedatory Lending
Laws will be ineligible for AHP subsidy. Members, Sponsors, and Owners are responsible for
avoiding all unlawful practices and terms prohibited by applicable-Pmtilatory Lending Laws,
regardless of whether they originate or purchase the loan in connection with an AHP project.

G. Reasonable & Customary Costs

1. The FHLB will not provide AHP subsidy to any project in which a loan exceeds the annual
percentage rate or points and fees threstailtlse Home Ownership and Equity Protection Act
of 1994 and its implementing regulations (Federal Reserve Board Regulation Z).

2. All projects must demonstrate to the satisfaction of the FHLB that development costs and
operating cost s fireediethefProjeca FeasibikitybGQuidebnesaosthisdPEn.

H. Applications

AHP subsidy may be requested only through the AHRnenapplication, incorporated herein by
reference.

1. An application may be submitted only by an FHLB Member.

2. An application, all supgrting documentation, and certifications must be electronically submitted
to the FHLB by the deadline stated in the Schedule for Competitive AHP Funding Periods section
of this Plan.

I. Funding From Another FHLB.

The FHLB Cincinnati will consider funding pegjts that have applied for or have been awarded AHP
subsidy from another Federal Home Loan Bank; however, the following requirements apply:

3. Sponsor must disclose such funding in the pr.
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4. |If the project has been submitted (or widl submitted) to another Federal Home Loan Bank for
AHP subsidy, the Sponsor will be required to identify the other Federal Home Loan Bank to
which the application has been submitted

5. If a Sponsor is applying to multiple Federal Home Loan Banks for AHRdseibso cover the
same gap in financing, upon award from any Federal Home Loan Bank for the requested funds,
all other applications for this same gap in financing must be withdrawn immediately.

G. Subsidy Requests
AHP subsidy may be requested and receiedit@ct subsidy (a grant).

1. Any funds requested or received as a direct grant must be made available in full to the project for
the purposes intended.

2. In projects involving multiple Members, each Member must request at least 20 percent of the
AHP direct sbsidy awarded to the project.

H. Permanent Financing

I f there is APermanent Financingod on the proje
mortgage financing (as evidenced .Hgpwewwr theot e and
following exceptims to this rule apply:

1. Projects relying solely on USDA Rural Housing Services for permanent financing;

2. Projects relying solely on HUD for permanent financing for special project types, such as 202 or
811, or first mortgages provided with HOME or othewernment funds without any other
permanent financing;

3. Projects utilizing equity derived from state issued 9% Low Income Housing Tax Credits in the
financing of the project, where the Member (or Members) commit to directly purchase at least
20% of the taxcredits. Purchase of tax credits through equity fund pools do not qualify for this
exception.

4. Projects utilizing permanent financing derived from a taxable eexampt bond transaction,
where the Member (or Members) commit to either:

a) Directly purchasetdeast 20 percent of the bonds used for permanent financing, as evidenced
by a bond purchase agreement;

b) Directly purchase at least 20 percent of the Low Income or Historic Tax Credits; or,

c) Originate and close the loan, if utilizing an FHA 221(d)4 or USE38 loan guarantee for the
permanent loan.

5. Projects utilizing permanent financing provided by a consortiuan, pool orloan participation,
the combinegbarticipation of all Members must bat least 51 @rcent of thetotal permanent loan
amount;

6. Ownershipprojects in which the Sponsor(s) originates and closes 100 percent of the first
mortgage |l oans in the Sponsoro6s name for all

7. Other projects with similar characteristics or funding requirements or limitations, but only with
the approvabf the FHLB prior to submission of the application.

I.  Need for AHP Subsidy
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The project must demonstrate a need for AHP subsidy. Sources and uses of funds, including the
amount of AHP subsidy requested, must match at the time of application submissiothartrat
of any disbursement.

1. For Ownership projects, the AHP Development Budget may include the value of donated
property, donated professional labor, and donated materials. For Rental projects, the AHP
Development Budget should never include voluntakot or sweat equity.

2. A Sponsor providing a zetiaterest or other deeply discounted permanent first mortgage loan
must include the net present value of the loan (based on an assumed market rate determined by
the FHLB) as a cash contribution from the Spores a funding source to the project.

a) The online application will calculate the net present value based on the information provided
in the application, and the amount will be shown as a cash contribution from the Sponsor in
AHP Development Budget of theH® application.

b) The FHLB will determine at least annually and more frequently, if warranted, the assumed
market rate of any loan by adding a risk adjustment for lomeyme or lower credit quality
borrowers to estimate the current market rate feye¥¥fixed-rate mortgages. The assumed
rate will be used in the competitive AHP applications and for determining the net present
value of any discounted first mortgage loan in any disbursements for closings occurring on or
after adoption of the rat&he maximun interest rate for 2019 is 8.50 percent.

J. Readiness

The project must demonstrate readiness to proceed by:

1. Incurring expenses eligible for AHP within 12 months of award,

2. Receipt of at least one other funding commitment within 12 months of award; and,

3. Reaching AProject completiond within 36 mont
K. Site Control

1. For ownership projects, the Sponsor must provide an Acquisition Plan that describes how
homebuyers will be selected and qualified, and how the acquisition costs shown on the AHP
Develoopnent Budget areticméchbmelbdyetlt fOARHOME]l ess
iSpeci al needso populations are being target

2. For rental projects, the Sponsor must demonstrate site control for the specifani@}ati the
project at the time of application submission through:

a) Dbeed in the name of the Sponsor or owner shi
ownership interest; o or

b) Executed purchase contract or option to purchase that is effectivatuatist 60 days after
the AHP award date; or

c) Executed longerm lease or option to lease for a term of at least 20 years that is effective
until at least 60 days after the AHP award date; or

d) Resolution from the local government or other organizationshr@mmitting to transfer the
property describing the terms of the commitment, the transfer price, and the location of the
property.

L. Retention
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Specific retention language may be found in the Retention Agreement Requirements section of this
Plan.

1.

Retentionis no longer required for owneiccupied rehabilitation projects involving rehabilitation
only.

All other housing projects and units receiving AHP subsidy will be subject to retention

agreements providing that the FHLB will be given notice of any sdieaneing, foreclosure,

conveyance by deed in lieu of foreclosure, or assignment of the first mortgage to the Secretary of
HUD within the Aretention periodo and that s
repayment or recapture in these instances

The Aretention periodd for an ownership proj
closing or certification of project completion for each unit.

The Aretention periodo for a rental preject
of certificate of occupancy or certification of project completion.

The retention language must be inserted into the warranty deed or recorded as a Restrictive
Covenant to the warranty deed for housing receiving less than or equal to $750,000 in AHP
subgdy. If it is attached to the warranty deed as an addendum or attachment, the warranty deed
must reference the addendum or attachment as indicated in the Retention Agreement
Requirements section of this Plan.

For rental projects receiving more than $750,00AHP subsidy, the project property will be
subject to a promissory note and a real property security instrument as indicated in the Retention
Agreement Requirements section of this Plan.

.  Time Limits on Use of AHP Subsidies and Procedures for
Verifying Compliance upon Disbursement

A. Eligible Recipients

The FHLB will disburse AHP subsidies only to institutions that are Members of the FHLB Cincinnati
at time of disbursement or funding.

1.
2.
3.

AHP funds will be disbursed only after all agreements have been fultyiexkebyall parties.
AHP funds will be disbursed only after all funding sources have been committed.

If an institution with an approved application for AHP subsidy loses its membership in the FHLB

Cincinnati:

a) FHLB Cincinnati may disburse AHP subsidiesatember of FHLB Cincinnati to which the
institution has transferred its obligations under the approved application; or,

b) FHLB Cincinnati may disburse AHP grant subsidies through another FHLB to a Member of
that FHLB that has assumed the institution's @igns under the approved application. The
Transfers of Projects section of this Plan.

B. Disbursements of Homeownership @eaide Funds

1. If reserved Welcome Home funds are not requested for disbursement by December 2, 2019, the
FHLB will cancel the reservatipand make the funds available for the next Welcome Home
offering.
AHP Implementation Plan » Page7
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2. Prior to disbursement of Welcome Home funds by the FHLB to a Member, the Member must
certify that:

a) The funds were provided to a household meeting the Welcome Home eligibility
requirements;

b) Funds were used only for eligible purpgses

¢) The homebuyer(s) contributed a minimum of $500 of their own funds towards the purchase
of the home;

d) All fees, points, and rates of interest and any other charges by the Member were reasonable
and customary anddinot exceed reasonable market rates for loans of similar maturity,
terms, and risk;

e) The first mortgage loan does not violate any Areédatory Lending Laws;

f) The first mortgage loan does not exceed the annual percentage rate, or points and fees
threshol@ of the Home Ownership and Equity Protection Act of 1994 and its implementing
regulations (Federal Reserve Board Regulation Z);

g) Funds received for homebuyer counseling costs were provided according to the Welcome
Home Program requirements; and,

h) Nofundswer e provided as fAcash backo to the bor
will be reduced.

3. The maximum interest rate on the first mortgage cannot exceed 8.50 percent.
4. See Requirements for the Welcome Home Program for more detail.
C. Disbursements dCompetitive AHP Subsidies

The FHLB expects that projects approved under
three years of the date of the award. The FHLB expects that subsidies approved under the competitive
AHP will be drawn within four yars of the date of award. If such subsidies are not drawn and used

for eligible purposes within four years of the date of award, the FHLB may cancel its approval of the
application and make the funds available for other Ati§ible projects.

1. On a casévy-case basis, the FHLB may grax@ammitmentextensions to the time limits
described in this Plarsee the Project Modifications section of this Plan.

2. Prior to disbursement of funds by the FHLB to a Member, the FHLB will verify that the project
meetshoththe competitive application program eligibility requirements and all obligations
committedto in the approved application.

3. If a project no longer meets the feasibility parameters set at application approval, an explanation
is required at time of disbursemehtt i s sol ely within FHLBG6s dis
a request for disbursement of funds on projects that no longer meet the feasibility parameters set
at application approval.

2. Changes to the projectods de vanPROpercaet are corssidered p e r .
a material change to the project. Such projects may be required to reapply for AHP funding as
opposed to receiving a disbursement. 't is s
substanti al chanagues in the projectds stru

4. All requests for disbursement of subsidies under the competitive AHP must follow the most
current procedures as published in the Disbu
www.fhlbcin.com
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Schedule for Competitive AHP Funding Periods

The FHLB will accept applications from Members for AHP funding duramg annualundingperiod.

The online Application will open on July 1, 2019. Applications must be submitted to the FHLB by 5:00
P.M. EDT onAugust 8, 2019Applications, required documents, and certifications ovdy be

submitted electronically, and the application closes automatically on the date and time noted.

Competitive AHP Funding Availability

Theamountofsubsi dy avail able in a given offering wil/l
of the amount satside for the Welcome Home Program, plus any outstanding recaptured or deobligated
AHP subsidyas ofOctober 31, 20195hould additional subsidyelmade available after October 31,

2019, the Board of Directors (the Board), at its discretion, may elect to use the additional subsidy to
approve additional AHP applications (e.g., Alternates). Funding will be approved by the Board at their
regular meetig in November 2019 or at such other date as determined by the Board.

An existing AHP project may reapply to the FHLB for additional funds in any offering, but only if the
project will not be complete prior to the date that awards are made. The projéd trilated as a new
application for the full amount of subsidy previously awarded plus any additional amount requested and
will be subject to the threshold, feasibility, and scoring requirements of the current offering. If such a
project is approved foupsidy in the current offering, the subsidy awarded under the previous project
will be deobligated as part of the current offering and will be immediately made available for awards in
that offering.

District Eligibility Requirements

The FHLB designates tHellowing district eligibility requirements:

A. In 2019, each Member is eligible to receive up to $5 million in subsidy. Any funding received in the
homeownership setside program, Welcome Home, will not count against this limit;

B. The AHP subsidy requestedrfa project may not exceed $50,000 per A¢fiBible unit, $15,000 per
unit for owneroccupied rehab projects, or $15,000 per bed for shelter or group home projects; and,

C. The AHP subsidy requested may not exceed the lesser of:
1. $1,000,000 per project; or
2. Amaxi mum of 75 percent of the projectbés Tot al

AHP Scoring and Award of Subsidy

A. In each AHP offering, AHP applications will be reviewed for eligibility according to the requirements
of this Plan, for feasibility according to the criterimyided in the Project Feasibility Guidelines, and
scored according to the criteria outlined in the Scoring Criteria.

B. The Board will approve eligible and feasible applications in descending score order utilizing the tie
breaking methodology as indicated3noring Criterid Tie-Breakers, starting with the highest
scoring application, until remaining AHP funds are insufficient to fund the next higbasng
application.

C. Of the remaining applications not approved for funding, the Board will designdtauthreext
highest scoring applications as alternates.
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VII. Arbitrage

A. ltis the goal of the FHLB to permit a reasonable temporary period between the time AHP funds are
disbursed by the FHLB and the time the funds are needed for approved AHP purposesemgn att
to minimize the use of AHP funds for arbitrage purposes, the following guidelines will be applied:

B. Generally, Members must use AHP funds for approved AHP purposes within 60 calendar days of
disbursement by the FHLB; and

C. Members failing to utilize AHPunds within the time limits prescribed above must demonstrate to the
satisfaction of the FHLB that the approved project will receive the full benefit of the AHP funds,
including any arbitrage earnings between disbursement by the FHLB and final uséManther, or
permit recapture thereon, in accordance with the recapture provisions of §1291.8 of the AHP
regulations.
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Scoring Criteria

Affordable Housing Program (AHP) projects that are determined to be feasible and have costs that are reasonable
will be scored according to the following criteria. Some of the criteria allow for awarding a variable number of
points, based on the degreantich a criterion is satisfied. Other criteria allow awarding a fixed number of points

if the criterion is satisfied. Some terms are defined more completely in the AHP Definitions section of this Plan,

to which all items in quotes in this document referar@ explained more fully in the Implementation Plan.

The following table summarizes the maximum points available in each of the nine scoring categories and
summarizes the maximum points available by project type.

Maximum
Scoring Category Points
First District Priority 28
Second District Priority 12
Donated or Conveyed Property 5
Sponsorship
Empowerment
AHP Subsidy Per Unit 10
Income Targeting 20
Homeless Housing 5
Community Stability 10
Total 100
AHP Implementation Plan » Page 12
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. First District Priority (variable, up to a maximum of 28.0 points
for five criteria)

A. Member Financial Participation (variable, up to a maximum of 5.0 points)

This criterion is scored based on the degree to which the Member drawing AHP funds has financial
involvement in the projecexcluding the pasthrough of AHP subsidy. In order for a Member to be

eligible for points in this category, they must draw at least 20 percent of the AHP subsidy requested.
Member financial participation includes providing markage or concessionapermanent or

construction financing, cash donations, or servicing loans at no cost for Spog#uated
mortgages. Points are only awarded for commitm
commitment letter submitted as part of the application.

Projects using permanent financing derived from a bond transaction in which the Member(s)
submitting the application commit to the direct purchase of at least 20 percent of the bonds used for
permanent financing are eligible for points in this category.

Projects utilizing permanent financing provided by a consortium, loan pool or loan participation, in
which the combined patrticipation of all Members submitting the application is at least 51 percent of
the total permanent loan amount are eligible for paimtkis category.

Projects utilizing construction financing derived from a bond transaction in which the Member(s)
submitting the application commits to the provision of a construction loan using the bonds for
construction financing are not eligible foonstruction loan or below market rate on a construction
loan points.

Ownership projects utilizing multiple sources of permanent financing from local, state, or federal
government entities are only eligible for points in this categaheifMember(s) suhitting the
application close at least 51 percent ofrraining permanent loans in their name.

Member s Financi al Participation Points

First Mortgage Permanent Loaerm of at least 15 year¢Permanent loan 2.0
principal and interest payments mustdt®wn on the AHP Operating Budget)

Construction or Bridge Loaftombined participation of all Members must be at 1.0
|l east 35 percent of the projectods
loan interest and loan fees must appear on the AHRDpment Budget)

Utilization of a norsubsidized FHLB advance to finance a construction, bridge 1.0
permanent loar{construction/bridge loans must be for a term of at least 12
months and permanent loans must be for a term of at least 15 years)

Cash contribution to the project of at least $500 for development(cnsss be 1.0
shown on the AHP Development Budget)

Servicing of borrower loans at no cost for loans originated and funded by the 1.0
Sponsorownership projects only)

L e nd e r 6 ®ns:.tableast .5 percent below market rate for a loan with
similar term, amount, etc., offered by the Member at the time the loan is mad

Below-market rate on permanent loan 2.0
Below-market rate on construction or bridge loan 1.0
AHP Implementation Plan » Page13
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Note: In order tareceive points in this category, documentation submitted at the time of application
must clearly state that the concession is at least 0.5 percent below the market rate for a loan of

similar terms, as provided by the Member. For scoring purposes, ttef asgélP Advance is not
eligible for points in the category of fALender

B. FirstTime Homebuyers (variable, up to a maximum of 5.0 points)

Points are awarded i f the projeécmechemebdbsyewse
scorei s cal cul ated based on the pe#rdeanet ehgpanedfu yheat
times the maximum number of points (points are only available to ownership projects).

C. Community Involvement (variable, up to a maximum of 3.0 points)

Pointsareaawr ded f or activities provided by the Memt
unrelated to the Sponsor or project at no cost to the Sponsor or phoject these activities

completed by a ARel ated partygoryare not el igibl
Community Involvement Activity Points
Member employee/community group landscapfmyist provide at least eight (¢ 1.0

hours of landscaping or grounds maintenance activities such as trimming, pla
or transplanting trees or shrubs; seedingsadding lawns; preparing or refreshin
planting beds, etc. If there is more than one Member or community organizatic
combined commitments of the Members and organizations must meet this crit

Donation of goods or servicésust be valuedt $500 or more and be related to

project development cost, such as appliances or professional labor.) 1.0

Fee waiver from local governmetiiee waiver must be valued at $500 or more fr 1.0
the local government jurisdiction in which the project is locdtaditems such as '
water or sewer tap fees, construction permit fees, zoning fees, etc.,. M
documented at time of application by a letter from the chief executive officer
government jurisdiction waiving the fee, by evidence of passage oblati@s or
ordinance documenting the fee waiver, or by other documentation deemed su

by the FHLB. Note: Interest waived on a government loan, tax deferrals
abat ement s, or any other reducti on
waivers nor are government grants to
donations.)

D. Projects located in Ohio, Kentucky, or Tennessee (fixed, 5.0 points)

Projects with all of the units in one or more of the states of Ohio, Kentuck

Tennessee willeceive these points. 5.0

E. Special Needs Housing (variable, up to a maximum of 10.0 points)

Rental Projects and Own@ccupied Rehabilitation Projects

To receive points, a minimum of 20 percent of the units must be reserved for occupancy by
households witlii Speci al needs. 0 Scoring in this catego
serves persons with special needs. This criterion is viewed as a commitment in all cases except that of
occupied rental projects, which must support the units commiitadhe occupancy report provided

as part of the application
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Percent of Units for Special Needs Households Points

> 85% of units 10.0

>70%-O0 85% of units 8.0

>50%-0 70% of units 6.0

>35%-0 50% of units 3.0

>20%-O0 35% of units 2.0

= 20%of units 1.0
Ownership Projects for Sale to New Homebuyers Points
To receive points, a minimum of 20 percent of the units must be reserv 5.0

occupancy by households with ASjy
based on the degree to which thieject serves persons with special need
This criterion is viewed as a commitment in all cases except that of occ
rental projects, which must support the units committed with the occup:
report provided as part of the application.

ll.  Second Distict Priority (variable, up to a maximum 12.0 points in
three criteria)

Projects may receive points under any or all of the criteria below:
A. Housing in Appalachia (variable, up to a maximum of 3.0 points)

Points will be awarded to projects based on the percent of units in Appalachian counties as defined by
the Appalachian Regional Commission (ARC). If sites have been acquired in multiple counties, the
score will be determined by using the percent of unisgpalachian counties. If sites have not been
acquired, and any of the counties identified for the project are not Appalachian counties, no points

will be awarded.

B. Outside Funding Commitments (variable, up to a maximum of 4.0 points)

Points will be awared for projects that have secured commitments from outside funding sources for

25 percent to 100 percent of Total Project Costs excluding AHP at time of application. Any funds
provided by the Sponsor as cash or equity, by the Member as cash, cash mmfdmrtations, or
fundraising are not considered outside funding commitments. Generally, outside funding

commitments include grants or loans (both repayable and forgivable) or tax credits. For example, the
foll owing funding wouwldd nbgednooroerblswisidgelrlaxeCekeditéio ut si d e
Historic Preservation Tax Credits; State Housing Finance Agency grants or loans; Softwood Lumber
Grants; state/local government grants; foundation grants; VA or RD capital grants or forgivable loans;
CDBG; HOME; HUDMcKinney grants; and other HUD funding.

Funding Committed Point:

Projects with at | east 25 percent 2.C

Projects with 100 percent doutside uptodc
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A firm commitment must indicate thsource and amount of funding, the date of the commitment and
date of commitment expiration, and must be documented at time of application by a signed letter,
grant or loan agreement, or other document from the funding agency.

B. AHP Leverage (variable, up ®0 points)

Points will be awarded to projects based on the amount of AHP requested as a percent of Total
Residential Costs as shown on the AHP Development Budget of funds using the following scale:

Percent of Leverage Points
AHP equal to 1 percent but maore than 25 percent 5.0
AHP more than 25 percent but less than 50 percent 3.C

lll.  Donated or Conveyed Property (variable, up to a maximum of 5.0
points)

Points are awarded to projects that create housing when a significant proportion (at least 20 percent) of
units or land was donated or conveyed by the federal government or any agency or instrumentality
thereof, or was donated or conveyed by any otheldateteparty for an amount significantly below the

fair market value of the property to the Sponsor or homehuyiin five yearsof the application

deadline. Homes acquired by local governments through the HUD $1 Homes program will be considered
as donate.

efinition of ADonat e
he AHP Definitions ¢

All rental projects will be required to adequately doemtreligibility for these points at the time of AHP
application via submission of a signed H{Bettlement Statement, warranty deed with price indicated,
purchase contract, or letter from the donor in order to be awarded these pamart(of this

verification process, the FHLB will ensure that the acquisition costs shown on the AHP Development
Budget match the eligibility documentation.)

The property must meet the d
mar ket valueo as stated in t

At least 20% of units/land Points
Conveyed by the federal government, including properties made available ttieugh 5.0
local government via the HUD $1 Homes program.

Donated by an unrelated party. 5.0
Conveyed significantly below market value by an unrelated party. 3.0
Donated by a related party 1.0

V. Project Sponsorship (variable, up to a maximum of 5.0 points)

The primary Sponsor must meet the FHLBO&s definit
of the activity committed to in order to receive points under this category. If any other entity is paid for

any part of the activity committed to, FHMBuld deem the activity as a shared commitment not sole
provision. I n addition, the AHP project must be
are only awarded for commitments containtedbsi n ¢t}
part of the application or contained in the AHP application.
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Sponsor Type Points

Non-profit (501(c)(3) or (c)(4) organizations) as verified by IRS documentation 2.0
Note: In multiple Sponsor projects in which a-fofit and/or governmental Sponsor

is involved, the primary Sponsor mustbea-ponof i t t hat hol ds
ownership interesto in the project.

Sponsor Services or Activities

Financial contribution of at least $50@st be shown on AHP Development Budge 1.0

Completion of pedevelopment activitieshie Primary Sponsor must be identified in 1.0
the application as the Developer

Construction/rehabilitati onthepyimagpons 1.0
Sponsor must be identified in the application as the general contraotbperform at
least 51 percent of total construction/rehab

Ownership projects only:

Marketing/outreach activitiesSponsors that contract with a Realtor for these 1.0
services are not eligible for this pojnt

First Mortgage Permanent LoanReoject's Borrowerdliie Sponsor must close at 1.0
least 51% of the loans in their najne

Rental projects only:

Management of Project 1.0
V. Empowerment (variable, up to a maximum of 5.0 points)

Points will only be awarded if the activity or service will be provided in combination with the housing
component, will give the occupants greater economic opportunities, is appropriate for the population
being housed, the provider is an organization reizegl as experienced in the provision of such services
as demonstrated in published material, and the services will be provided in proximity to the project
location after project completion.

Points are only awarded when acceptable documentation subatitiee: of application explicitly states

the activity or service offered will be available to all residents being served by the project. Spilhsors

be required to demonstrate and document fulfillment of these commitments at time of disbursement and
initial monitoring. For rental projects, the services or activity must take place on an ongoing basis after
the completion of the units.

Empowerment Service or Activity Points

Employment Training, Skills Training, or Job Placement 1.0
Education Services (GEprograms, college/community college placement progran 1.0

Daycare Service@Note: HeadStart, preschool or aftechool programs are not 1.0
eligible for points under this criterion.)

Tenant Position on Sponsor 0sarq®entalSpo 1.0
projects only

Mandatory Homebuyer Counseling for all project househdaengrship projects 2.0
only)
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Credit Counseling/Budgeting or Financial LiteraBe(tal or Ownership projects) 1.0
(Projects which receive Mandatory Homebuyer Counseligts are not eligible for
this point)

VI. AHP Subsidy per Unit (variable, up to a maximum of 10.0 points)

Points are awarded based on the amount of AHP subsidy peagditited unit that a project proposes to
use with lower amounts receiving mgueints, based on the scale below.

If the project has received any AHP subsidy in a prior award for the same project and it is still within its
retention period, the calculation will include the total of prior AHP awarded and AHP subsidy requested

forthep oj ect. This calculation will be completed wu
AHP Subsidy per Unit Points
O $10, 0C10.0
> $10,000 O $13,7¢:80
> $13,750 O $17,5(60
> $17,500 O $21, 2¢£:50
> 21,250 O $25,0¢(4.0
> $25,000 0.0

VII. Income Targeting (variable, up to a maximum of 20.0 points)

All projects must identify the number of units targeted to households in various income categories. For
owneroccupied projects, applicants must identify the number of units targeted to householus@vor

50 percent HUD AMI; above 50 percent but at or below 60 percent; above 60 percent but at or below 70
percent; and above 70 percent but at or below 80 percent. Rental projects are also asked to identify the
number of units targeted to households al@eercent HUD AMI. A project will receive points based

on the weighted average of the income commitments. Unless the project qualifies for the maximum points
as described below, the weighted average is calculated using the midpoints of each incomye catego

Income targeting is viewed as a commitment in all cases except that of occupied rental projects, which
must support the targeting committed with the occupancy report provided with the applicatome |
targeting should be consistent throughout attgaf the application and required documents, including

any materials submitted to or from the tax credit allocating agency, such as proforma or occupancy
reports for occupied projectany inconsistencies must be sufficiently explained. Applicationsaoinig
inconsistencies that are not adequately explained or easily reconciled by the FHLB may be rejected and
excluded from further review and scoring.

Ownership Projects

An Ownership project will receive 20 points under this scoring criterion if 100 ev€éhe units in the
project are reserved for occupancy by households with incomes at or below 50 percent of the HUD area
median income for the county in which the project is located, adjusted for household size.

Owneroccupied projects with less thanQlfercent of the units reserved for occupancy by households
with incomes at or below 50 percent will be awarded points on a declining scale based on the weighted
average income of households served.
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Weighted Average Income Points
>65%-0 80 % AMI 15.0
>60%-0 65 % AMI 17.0
>55%-0 60 % AMI 18.0
O 55% AMI 19.0

Rental Projects

A rental project will receive 20 points under this scoring criterion if 60 percent or more of the units in
the project are reserved for occupancy by households with incomekedbw 50 percent of HUD area
median income for the county in which the project is located, adjusted for household size.

Rental projects with less than 60 percent of the units reserved for veiydome households will be
awarded points on a decliningade based on the weighted average income of households served.

Not e: For rent al project s, mustbelreseavedifor &@€upapcy bbyc e nt
households at or below 50 percent of area median income, or the project is not eligible for AHP funding.

Weighted Average Income Points

>65% AMI 10.0
>60%-0 65% AMI 12.0
>55%-0 60 % AMI 14.0
O 55% AMI 18.0

VIIl. Housing for Homeless Households (variable, up to a maximum of
5.0 points)

Points are awarded to projects that will create housing with at least 20 percent of the units reserved for
homeless households. Projects creating transitional housing for homeless househgtésmiiua

mi ni mum of six months occupancy. Rent al uni ts tt
eligible for points under this criterion.

Percent of Units Points
>85% 5.0
>50%-0 85 % 2.0
O 2000 50 % 1.0

Please note that, as ownerspipjects are disbursed, the FHLB will verify that the project is meeting its
commitment in this category on a homeowhgthomeowner basis. For example, for aut ownership

project that commits to serving two homeless households, the FHLB will disisitse units are

compl eted, but the FHLB will ensure that one of
AHomel ess. 0 Failure by a project to-obtigaohofi t s hor
undisbursed funds and the recaptifrereviously disbursed funds.
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IX. Community Stability (variable, up to a maximum of 10.0 points)

Points are awarded based on the extent to which the project maximizes or improves the stability of the
area, such as preserving affordable rental units, rét@bboperties, creating units utilizing vacant or
foreclosed properties, or complying with a neighborhood revitalization plan approved by a unit of state or
local government. Projects will be required to provide the supporting documentation mentiomedtbelo

the time of application in order to receive these points.

Type of stability provided Points

Any project creating residential economic diversitywhere 100% of its units are 1.0
located in a census tract with an Average Income Factor greater thaDRafteast
20% of the projectds units are targ:

Consistent with an approved/current housing assistance/neighborhood 1.0
stabilization plan as certified by a local town, city, or county governmental erdity
units in all counties must qualjfy

Creation of housing utilizing property that is vacant and vacancy is due to 5.0
foreclosure, deed in lieu of foreclosure, or short sale. Points will be awarded bas

the percent of units targeted. Units qualifyingtfugse points must have been

acquired by the Sponsor (or household recipient) directly from the foreclosure ol
sheri ffos sal e, auction, | ender i nvi
sale. Properties that use the county or city as the intéanyebetween the lender anc

the Sponsor also qualify. Units that passed through the ownership of other entiti
prior to acquisition by the Sponsor (or the household recipient), units where the
Sponsor is the mortgage holder, or properties acquired aed far new constructior

DO NOT qualify for points.

Creation of energy-efficient, new construction housinghat meets or exceeds one 5.0
of the following rating programs: LEED Certification, Enterprise Green Commun
Certification, HERS Rating of 85 or less, or a REScheck calculation indicating tr
proposed design exceeds g2 InternationaEnergyConservabn Codeby 15

percent or better.

Any One of the Following

Rehabilitation/conversion of existing norhousing structuresinto rental or 5.0
ownership housing unitadaptive reuse Projects must indicate what the previo
use was, and points will lmvarded based on the percent of units targeted

Preservation of affordable rental units for projects which, within two years of 5.0
the application deadline, face expiring HUD Section 8 prepasted rental

assistance contracts, reach the end of a tagit@mpliance period, or face

expiring USDARD 515 rental assistance contracts

Substantial rehab of unitswith rehab costs of at least $10,d8@onstruction 50
hard costper unit, (eflected on the AHP Development Budigeébints will be
awarded ba=d on the percent of units targeted.

Preservation of owneroccupied housingor which at least $5,000 in 5.0
construction hard costs per unit (reflected on the AHP Development Budget)
be used to help maintain the unité

AHP Implementation Plan _ Page 20
©2019 Federal Home Loan Bank of Cincinnati, all rights reserved. Effective January 17, 2018



N\
L

X. Tie-Breakers

In the event that one or more applications have a tie score and there is insufficient AHP subsidy to

approve all of the tied applications, the FHLB will apply the following methodology to determine which

application(s) are approved for AHP sidy:

Step 1:Determine if any of the tied applications have requested more subsidy than the amount of AHP
funds that remain to be awarded. If so, the FHLB shall approve that application as an alternate
and exclude it from participation in the-tieeaking event.

Step22.Compare the tied applicationsd scores under
applications for funding in order of highest to lowest score within this criterion. If there are still
two or more applications with tie scores under this criteriahimsufficient subsidy to approve
them all, proceed to Step 3.

Step3:Compare the tied applicationsd scores wunder
approve the applications for funding in order of highest to lowest score within this criterion. If
there are still two or more applications with tie scores under this criterion and insufficient subsidy
to approve them all, proceed to Step 4.

Step4:Compare the tied applicationsd scores under
the applications fofunding in order of highest to lowest score within this criterion. If there are
still two or more applications with tie scores under this criterion and insufficient subsidy to
approve them all, those applications will be treated as alternates.
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Transfersof Pr oj ects Rel ated to C(
Status

Projects with AHP Advances

If, after final disbursement of AHP subsidies to the Member, the Member undergoes an acquisition or a
consolidation resulting in a successor organization that is not a MemberFfitlB Cincinnati, the
nonmember successor organization assumes the Mer
AHP subsidy.

If the project has not drawn the AHP advance, the Member will make best efforts to transfer its
obligations under thepproved application to another Member prior to the loss of its membership.

A. The approved Member must formally relinquish the project and the assuming Member must formally
accept the project. The project is transferred only when all required documenteéawexbcuted
and the FHLB gives notice to the parties that the project has been transferred.

B. Any activities committed to by the approved Member either must have already been accomplished or
must be agreed to by the assuming Member. However, the assuminigeMaoes not have to repeat
any activities or requirements already satisfied by the approved Member.

C. The assuming Member must agree to and satisfy all outstanding requirements of the project, including
Member financial participation and other involvememtg longterm monitoring and reporting to the
FHLB.

I f the Member6s best efforts to transfer its obl
are not successful and the project has not drawn the AHP Advance, the Member may request a
modification to convert the Advance to a direct subsidy grant. Any such request will be evaluated
according to the Project Modifications section of this Plan, but any such change must be approved prior to
the | oss of the Member s membership.

Projects with AHP Direct Subsidies (Grants)

If, after final disbursement of AHP subsidies to the Member, the Member undergoes an acquisition or a
consolidation resulting in a successor organization that is not a Member of the FHLB, the nonmember
successor organization assurhnes e Member 6 s obl i gations under its
subsidy.

If the project has not drawn the AHP grant and/or does not have an executed Direct Subsidy Agreement,
the Member will make best efforts to transfer its obligations under the appppidation to another
Member prior to loss of its membership.

A. The approved Member must formally relinquish the project and the assuming Member must formally
accept the project. The project is transferred only when all required documents have beed execute
and the FHLB gives notice to the parties that the project has been transferred.

B. Any activities committed to by the approved Member either must have already been accomplished or
must be agreed to by the assuming Member. However, the assuming Membert daa® o repeat
any activities or requirements already satisfied by the approved Member.

C. The assuming Member must agree to and satisfy all outstanding requirements of the project, including
Member financial participation and other involvement, and-&ng monitoring and reporting to the
FHLB.
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D.If the Memberdéds best efforts to transfer its o
Member are not successful and the Member has executed a Direct Subsidy Agreement, the FHLB
may disburse subsidielsrough another FHLB to a Member of that FHLB that has assumed the

approved Member 6s obligations under the approv
responsible for longerm monitoring and reporting to the FHLB Cincinnati.
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Monitoring Requirements

l. Overview

All projects receiving an award of AHP funds are subject to monitoring by the FHLB in accordance with
these procedures. These procedures include monitoring requirements for the competitive AHP, as well as
the homeownership saside programWelcome Home. The purpose of these procedures is to ensure that
AHP funds are being used in accordance with the approved AHP application and the governing AHP
Regulation (12 CFR Part 1291).

A. Rental Projects
For rental proj ect s mpetitive AP, momitorong agdurs in three pRadds:B 6 s
1. Progress Reporting;
2. Initial Monitoring; and,
3. Long-Term Monitoring.
B. Ownership Projects

For ownership projects funded through the FHLB
Initial Monitoring apply.
C. Welcome Home Program

For projects receiving funding through the FHL
applies.

ll.  Progress Reporting (Competitive AHP)

From the time a project is approved byompldtee, FHL B¢
the project is subject to monitoring for the purpose of determining that satisfactory progress is being made
towards completion of the project. In order to assess this progress, the FHLB will send Periodic Progress
Reports (PPRs) to the MembardaSponsor.

A. Periodic Progress Reports

Twice per year, the FHLB will send PPRs to the Member and Sponsor of those projects that have not
been completed. Members and Sponsors are asked to complete, sign, and return the PPR to the FHLB
within 15 calendardays The PPR wi | | be reviewed by the FHI

1. The purpose of the PPR is to determine that satisfactory progress is being made towards project
completion based on the following:

a) Within one year of the application approval,eddt one other funding commitment has been
secured and project has incurred expenses eligible for AHP disbursement;

b) Within 18 months of application approval, the project has received all other funding
commitments;

c) Within 18 months of application approvatquisition of a rental property (or the first
ownership AUnito) was compl eted;

d) Within 24 months of application approval, construction or rehabilitation activities eligible
for AHP use have begun;
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e) Within 36 months of application approval, acquisition, ¢arttion, and/or rehabilitation of
al | project AUnitso was completed; and,

f)  Within 48 months of application approval, satisfactory documentation to allow for the full
disbursement of subsidies was submitted and project has achieved suitable occupancy levels

2. Projects that are not making satisfactory progress will be considered noncompliant and subject to
the actions outlined in thdoncompliancs e ct i on of t hese procedures
exceptions may be granted.

B. Periodic Progress Repoiit€xpiring Commitment

Twice a year, Periodic Progress ReporExpiring Commitment (PPR Expiring Commitment) will

be sent to the Member and Sponsor of incomplete projects, which are more than 36 months from the
AHP application approval date. Members &pbnsors will be asked to complete, sign, and return

the PPR Expiring Commitment to the FHLB within 15 calendar days. Thd& FERBiring

Commitment will be reviewed by the FHLB and retained in the project files.

1. The purpose of the PPR Expiring Commitmesita determine whether the project will be
completed within 48 months of the AHP application approval date. Commitment extensions may
be granted when circumstances causing the delay are beyond the control of the project Sponsor or
Developer, when withdrawaf the AHP commitment would cause undue financial hardship on
the Sponsor or Developer, or at the FHLBO6s d

2. If a Sponsor or Member fails to return a complete and fully executed PPR or PPR Expiring
Commitment by the initial deadline, the projedli be considered noncompliant and subject to
the actions outlined in thidoncomplianceection of these procedures. Additionally, if based on
the FHLB&6s analysis of the reports, the FHLB
progress towardsompletion the project will be deemed noncompliant and subject to the actions
outlined in theNoncomplianceection of these procedures.

lIl. Initial Monitoring (Competitive AHP)

Initial Monitoring (IM) occurs immediately following completion of a project aades by project type

(i.e. ownership versus rental). The purpose of monitoring in this phase is to determine that the project was
completed in accordance with the approved AHP application and that satisfactory progress is being made
toward occupancy.

A. Owneaship Projects

IM of ownership projects occurs at time of disbursement only. As part of the disbursement request,
Sponsors and Members must submit information sufficient for the FHLB to determine that:

1. Subsidies were used for eligible purposes and in dang® with all FHLB requirements;

2. Household incomes comply with income and occupancy targeting commitments made in the
approved AHP application at the time the households were qualified by the Sponsor to participate
in the project;

1. Actual project costare reasonable in accordance with the Project Feasibility Guidelines section

of this Plan;
Subsidy is necessary for the financial viabil
3. The AUnit" is subject t o &meableraahtionagredmentat i on

mechanism as required by AHP Regulation and the Retention Agreement Requirements section
of this Plan; and,
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4. The services and activities committed to in the approved AHP application have been provided.
Sponsor will be requiretb provide documentation demonstrating that residents have been
informed of the availability and/or have participated in the services and activities.

5. Once funds are disbursed by the FHLB, no additional monitoring is required for ownership
projects.

B. RentalProjects
6. Financial Analysis

IM of rental projects begins at time of disbursement. As part of the disbursement request,
Sponsors and Members must submit information sufficient for the FHLB to determine that:

a) Subsidies were used for eligible purposes armbimpliance with all FHLB requirements;

b) Rents, income targeting, and occupancy commitments as committed to in the approved AHP
application are outlined in the projectobos
compliance with rent, income, and occopwarequirements will be achieved and maintained,;

c) Actual project costs are reasonable in accordance with the Project Feasibility Guidelines
section of this Plan;

d) Subsidy is necessary for the financial viability of the project as currently structured;

e) The pojectis subject to a deed restriction or other legally enforceable retention agreement or
mechanism as required by AHP Regulation and the Retention Agreement Requirements
section of this Plan; and,

f) The services and activities committed to in the apprdéudd application have been or will
be provided. Sponsor will be required to provide documentation demonstrating that residents
have been informed of the availability and/or have participated in the services and activities.

7. Initial Certification of Compliane

The next phase of IM on rental projects begins nine months after the latter of project completion
or final disbursement. At that time, the FHLB will request that the Sponsor/Owner and Member
submit a completed Initial Certification of Program CompliankeOwner s/ Member 6 s
Certificate of Program Complianderm, certifying to the FHLB that:

a) The tenant rents, incomes and occupancy targeting are accurate and in compliance with the
rent, income targeting and occupancy commitments made in the approvegplitBtan;

b) ThecontractrentsforAHRs si st ed fAUnitsd cannot exceed
a household of the maximum area median income (AMI) and size for the income targets
committed to in the approved AHP application;

c) The Owner has obtainethd maintains a Tenant Rental Application and/or Tenant Income
Certification and thiregparty income documentation to verify income eligibility at initial
occupancy for each loimcome resident;

d) Services and activities committed to in the approved AHP @gifn have been provided,

e) Each building in the project is and has been suitable for occupancy, taking into account local
health, safety, and building codes (or other habitability standards); and,

f) Progress is being made toward satisfactory occupancy.
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8. Occupancy Report

The FHLB will request an occupancy report in addition to the Initial Certification. The Initial
Certification and occupancy report will be reviewed by the FHLB to determine compliance with
the approved AHP application and governing regutat including income targeting and
occupancy commitments. If a Sponsor/Owner or Member fails to submit a complete and fully
executed Initial Certification and occupancy report by the initial deadline, the project will be
considered noncompliant and sudtj the actions outlined in tidoncomplianceection of

these procedures.

a) The occupancy report must be submitted via email as an MS Excel file using the FHLB
Project Occupancy Report form found on the FHLB website.

b) The occupancy report must includearrhation on all households that occupied the property
at any time during the Certification Peri od
will be indicated on the Initial Certification form. The information supplied by the occupancy
report will be used for the Initial Certification Audit (see Initial Audit section below).

c) ltis the expectation of the FHLB that projects will maintain a satisfactory occupancy level. A
project has reached satisfactory occupancy when at least 75 percent of {h®jectd
AUnitsd are occupied. A project with excess
for failure to comply with income targeting and occupancy commitments. The FHLB may
make exceptions to this requirement at its discretion.

d) The FHLB may requesdditional information from the Sponsor/Owner, as deemed
necessary, to evaluate a projectods status.

9. Initial Audit

An Initial Audit will be conducted to verify that the certifications made by the Owner in the
Initial Certification are valid, that all tenant information provided on the occupancy report is
accurate and supported by documentation maintained in the tenant files, dadahthousehold
eligibility was verified by the Owner prior to initial mowe. Owner is required to maintain
tenant documentation from initial moie through moveout plus six additional years after tenant
moveout.

a) In order to complete the Initial Gdication Audit, the FHLB will request supporting
documentation for a random sample of the pr
sampling plan:

Number of AUN Percent or Number of Tenant

Files/Documentation to be Samplec

25%
<20 (m ni mum of three fU
AUnitsodo in the proj

20to 60 25%

61 to 100 20%

101 to 200 15%

> 200 10%

b) The supporting documentation requested will include the following:

(1) Tenant Rental Application and/or Tenantincothe r t i f i cati on (I ntake
projects);

AHP Implementation Plan _ Page 27
©2019 Federal Home Loan Bank of Cincinnati, all rights reserved. Effective January 17, 2018



N\
L

(2) Third-party income documentation for each income source listed on the application
and/or certification at the time of initial mowe and, if available, the most current re
certification. Income documeritas on i s not required for AShHh
Intake form must indicate annual household income and source, and be signed by the
resident acknowledging accuracy of the information;

(3) Third-party verification of special needs, homeless and/orlglleusehold status, if
applicable to the project; and,

@I nitial Lease Agreement (not required for

¢) The Sponsor/Owner will have 15 calendar days to submit the supporting documentation to
the FHLB. Upon receipt, the Initial Certificatigxudit information will be reviewed by the
FHLB to determine compliance with the approved AHP application and governing
regulations. More specifically, the FHLB will review supporting documentation to ascertain
the following:

(1) The Intake Form, Rental Applitan or Tenant Income Certification includes, at a
minimum:

(a) Date of Occupancy/Movin Date;

AUni td Number for fAUNnito or fABedod to be
(c)AUni to Size (ABedo, ASROO, efficiency,
(d) Tenant Name (Head of Household) or TenanNIDnber;

(e) Household Size (Total number of Household Members);

(f) List of all Household Members and their ages;

(g) Total Annual Household Income;

(h) Source of all Household Income for all household members;

(i) Signed and dated by the Tenant and project Owner repregentatinagement
company representative or property manager; and,

() Moveo ut dat e, AUni to transfer, and transf

(2) Acceptable thireparty income documentation was obtained and tenant income eligibility
verified prior to moven, as $ipulated in the Income Eligibility Guide section of this
Plan. For adults with no income at mewe a Certification of Zero Income was obtained
prior to movei n . Il ncome documentati on sihywardnd be
dated no more than 12fays prior to mowén.

Thirdparty i ncome documentation is not requi
Intake form must indicate annual household income, source and be signed by the resident
acknowledging accuracy of the information.

(3) The Lease or Ret a | Agreement i ncludes, at a mini
projects):

(a) Tenant Name (Head of Household);

(b) Property address;

(c)AUni to number/ ABedod number ;

dAaUnitdo size (AiBeddo, ASROO, efficiency,
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(e) Lease term;
() Amount of rent to be paidy tenant;

(@ Tot al AContract rento (calcul ated as AT
behalf of the tenant); and,

(h) Signature and date by the tenant/head of household and the Owner representative.

(4) Acceptable thireparty verification of HomelessHousew | d St atus i s dat e
movein year and was obtained prior to mewe(if applicable to the project). Acceptable
third-party verification documents include:

@A signed and dated Il etter from AShelter
manager, social worker or similar authority that clearly states the condition that
gualifies the household under the AHP il

(b) A copy of notice of eviction, foreclosure or condemnation of residence, discharge
paperworkfrom an institution; or,

(c)Evidence that the househol dbds residence
home. 0

(5) Acceptable thireparty verification of Special Needs Household Status is dated in the
t e n ant-ihgearramdwas obtained prior to mendif applicable to the project).
Acceptable thirgparty verification documents include:

(a) A signed and dated letter from a physician or licensed practitioner, psychiatrist,
psychologist, or clinical social worker that clearly states the condition that gsalifi
the household under the AHP Special Needs definition is required;

(b) A copy of the SSI or SSDI disability statement or similar federal or state government
agency statement from which disability benefits are being received;

(c) A signed and dated letter fromieensed physician, psychiatrist, psychologist, or
clinical social worker attesting that treatment is being provided to the resident (to
verify chemical dependency special needs only);

(d) A signed and dated letter from a shelter project owner certifyingttbgatare
providing housing at the project location in order to protect the applicant or a
member(s) of their household from physical or emotional abuse (to verify physical or
emotional special needs only); or,

(e) A copy of the photo ID or birth certificate tife resident (to verify elderly special
needs only).

(6) Compliance with Fair Housing requirements is verified through, at a minimum:

(a) A Fair Housing logo shown on the Intake Form, Tenant Rental Application, Tenant
Income Certification, Lease Agreement and®ental Agreement; and/or,

(b) A Fair Housing statement on any other document provided to and/or visible to
residents, such as a Fair Housing poster, brochure, or Tenant Rights and
Responsibilities document.

(7) Evidence that services and activities the Owner cot@dto provide in the approved
AHP application have been provided. For example, a Lease Addendum signed by the
residents acknowledging receipt of the information and/or participation in services or
activities.
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(a) The FHLB may request additional informati@,its discretion. All documentation
will be retained in the project files.

(b) If a Sponsor/Owner or Member fails to return the supporting documentation by the
initial deadline, the project will be considered noncompliant and subject to the
actions outlinedn theNoncomplianceection of these procedures. Additionally, if,
based on the FHLBG6s analysis of the 1| nii
supporting documentation, the FHLB determines the project is not operating in
compliance with the approved AHapplication or governing regulations, the project
will be deemed noncompliant and subject to the actions outlined in the
Noncompliancesection of these procedures.

(8) Owner is required to maintain tenant documentation from initial Amotierough move
out dus six additional years after tenant meug.

IV. Long-Term Monitoring (Competitive AHP)

Long-Term Monitoring (LTM) applies to rental projects only. Commencing in the second year after

project completion and Initial Monitoring until the end of the fulyEar retention period, the FHLB

shall monitor projects annually to determine that tenant rents and incomes are in compliance with the rent
and income targeting commitments made in the approved AHP application. LTM consists of tWwo parts

an annuaDwner Cerification of Continuing Program Compliane@ad a periodic riskased audit of the

most recent Certification.

A. LTM Certification of Continuing Program Compliance

1. For projects receiving an allocation of Low Income Housing Tax Credits (LIHTC), the FHLB
will rely solely on the monitoring of the project by the tax credit allocating agency and will
require no additional reports from the Sponsor/Owner, Member, or the tax credit allocating
agency.

2. For all nonLIHTC projects, beginning in the second year afteject completion and Initial
Monitoring until the end of the ear retention period, the FHLB will request that each project
Owner submit a completed LTM Owner 6s Certi fi
Certification) certifying on an annuaasis that:

a) The tenant rents and incomes are accurate and in compliance with the rent and income
targeting commitments made in the approved AHP application;

b) The rents charged forincotear get ed AUNnitso0 do not exceed
median incomé€AMI) as required by the governing regulation;

¢) The Owner has obtained and maintains a Tenant Rental Application and/or annual Tenant
Income Certification and thirgarty income documentation to verify income eligibility at
initial occupancy for each loincome resident;

d) No findings of discrimination under the Fair Housing Act, 42 U.S.C 381D, has
occurred for the project;

e) Each building in the project is and has been suitable for occupancy, taking into account local
health, safety, and building codes ¢her habitability standards), and the state or local
government unit responsible for making building code inspections has not issued a report of
violation for any buildingorlow ncome AUNni to in the project,;

f) There has been no change in the ownershipasragement of the project; and,
g The project is current on al/l taxes and ou
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3. The LTM Certification will be reviewed by the FHLB to determine continued compliance with
the approved AHP application and governing regulatiorcluding incomeargeting
commitments.

4. Itis the expectation of the FHLB that projects will maintain occupancy levels consistent with the
income targeting and occupancy commitments under which the project was approved for AHP
subsidy. A project withxxessive vacancies may be considered noncompliant for failure to
comply with income targeting commitments.

5. The FHLB may request additional information from the Sponsor/Owner, as deemed necessary to
evaluate a projectds status.

6. If a project Owner fails tgubmit the LTM Certification by the initial deadline, the project will be
considered noncompliant and subject to the actions outlined Maheomplianceection of
these procedures. Additionally, if bdaheed on -
FHLB determines the project is not operating in compliance with the approved AHP application
or governing regulations, the project will be deemed noncompliant and subject to the actions
outlined in theNoncomplianceection of these procedures.

B. LTM Audits

1. In addition to the analysis of the LTM Certification, the FHLB will also audit each low,
moderate, and highisk rental project on a periodic basis. LTM Certifications will be audited as
prescribed under a ridkased monitoring plan and consists ehivuse Audits and Osite
Audits. The latter applies to higisk projects only.

2. The frequency of a LTM Certification Audit i
minimalrisk are not subject to a LTM Audit. Projects identified as-ttk are subject to an in
house Audit every six years. Projects identified as modesitare subject to an{nouse Audit
every four years. Projects identified as higgk are subject to an Ggite Audit every two years.
The FHLB reserves the right to cormlan audit more frequently, if the operational viability of
the Sponsor or project is a concern.

C. Risk Levels

1. When an AHP project is approved, the FHLB will assign the project a risk level and notify the
Member and Sponsor / Ownlamd relatéd morit@ingpequirgmerntst 6 s  r i
There are four risk levels: minimal, low, moderate and high. The risk level assigned to a project is
based on whether or not there is ldagm governmental monitoring, the amount of AHP subsidy
in the project, the aount of AHP subsidy as a percentage of total project costs, and other factors
the FHLB may deem appropriate.

2. The FHLB reserves the right to adjust a proj
Member and Sponsor/Owner of any change inesklel and i ts i mpact on t
monitoring requirements.

3. Regardless of a projectds risk | evel or Moni
therighttoconductanGsmi t e Audit at any time in order t¢

a) Proct 6s Moni tored by a Government Agency

For projects which are monitored by a government agency because of funding from that
agency, the initial risk assigned is based on the following:
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AHP Subsidy as a Percent ¢ Risk
AHP Subsidy Total Project Costs Category
O $350, 00 N/A Minimal
> $350, 000 art N/A Low
> $600, 000 ar N/A Moderate
> $850,000 O 50% Moderate
> $850,000 > 50% High

b) Projectdés Not Monitored by a Government

For projects which are not monitored bg@/ernment agency, the initial risk level assigned
is based on the following:

AHP Subsidy as a Percent ¢ Risk
AHP Subsidy Total Project Costs Category
0$250,000 N/A Minimal
> $250,000and0$500,000 N/A Low
> $500,000and0$750,000 N/A Moderate
> $750,000 N/A High

c) Shelter Projects

For shelter projects, the FHLB will assign an initial risk level of Minimal, regardless of
funding or monitoring by a government agency. Shelter Owners will be required to annually
certify that fintomesarueshts charged; ikasyi cdraply with the income
targeting and rent commitments made in the approved AHP application, as required for all
Minimal risk projects.

D. Sample Size

For those projects subject to a LTM Audit, the FHLB will request an oomypaport in addition to

the LTM Certification. The occupancy report must be submitted via email as an MS Excel file using
the FHLB Project Occupancy Report form found on the FHLB website. The occupancy report must
include information on all householdsattoccupied the property at any time during the Certification

Peri od, including vacant AUni ts. 0 The Certif
form. The information supplied by the occupancy report will be used for the LTM Certificatidit.
The FHLB wil/l request supporting documentat:.
according to the following sampling plan:
Number of Newly Occupiec Percent or Number of Tenant
AUNni t so i n| FilessDocumentationto be Sampleg
25%
<20 (minimum of three #
AUnitsodo in the pro
20 to 60 25%
61 to 100 20%
101 to 200 15%
> 200 10%
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E. In-House Audits

1. For projects with a low or moderate risk, audits are conductbduge (i.e. at the FHLBIn-

house Audits include a review of the project
previous calendar year, and supporting docum
AUnits. o0 Supporting documentation includes:
a) Tenant Rental Applicatt, Tenant I ncome Certification,

projects must indicate annual household income, the income source, and be signed by the
resident acknowledging accuracy of the information;

b) Third-party income documentation for each income salisted on the application and/or
certification at the time of initial move and, if available, the most currentaertification
documentation (not required for ASheltero

c) Current | ease agreement (not required for

2. The LTM Certification Audit information will be reviewed by the FHLB to determine continued
compliance with the approved AHP application and governing regulations. More specifically, the
FHLB will review supporting documentation to ascertain the following:

a) The Intake Form, Rental Application or Tenant Income Certification includes, at a
minimum:

(1) Date of Occupancy/Movin Date;

2)AUni td Number for AUNniIito or ABedd to be
G)AUni tdo Size (ABedo, fSROO, efficiency, 1b
(4) Tenant Name (Head of Heehold) or Tenant ID Number;

(5) Household Size (Total number of Household Members);

(6) List of all Household Members and their ages;

(7) Total Annual Household Income;

(8) Source of all Household Income for all household members;

(9) Acknowledgement with signature and datethe Tenant and Owner representative; and,

(10) Moveo u't dat e, AUni to transfer, and transf e

b) Acceptable thireparty income documentation was obtained and tenant income eligibility
verified prior to movein, as stipulated in the Inme Eligibility Guide section of this Plan.
For adults with no income at moug, a Certification of Zero Income was obtained prior to
movei n . Il ncome document ati on sihyearand dateénodat ed
more than 120 days prior to moire

Not required for fAshelterodo projects, howeve
income, the income source and be signed by the resident acknowledging accuracy of the
information.

c) The Lease or Rental Agreement includes, ata minimunr(mog ui r ed f or A Shel
projects):

(1) Tenant Name (Head of Household);

(2) Property address;
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B3)AUni td number/ ABedod number ;

@HnAauUnito size (ABedd, ASROo0, efficiency, 1
(5) Lease term;

(6) Amount of rent to be paid by tenant;

(YTot al AContr acts rAelretnG n(tc alemuldatpddis any r e
of the tenant); and,

(8) Signature and date of the tenant/head of household and the Owner representative.
(9) Compliance with Fair Housing requirements is verified through, at a minimum:

(a) A Fair Housing logshown on the Intake Form, Tenant Rental Application, Tenant
Income Certification, Lease Agreement and/or Rental Agreement; and/or,

(b) A Fair Housing statement on any other document provided to and/or visible to
residents, such as a Fair Housing poster, brecln Tenant Rights and
Responsibilities document.

d) Owner is required to maintain tenant documentation from initial Amoterough moveout
plus six additional years after tenant maue.

e) The FHLB may request additional information, at its discretiooch &$ copies of HUD
audits, project audits, IRS submissions, reports submitted to other federal or state agencies,
or project specific operating budgets.

f) If an Owner fails to submit the supporting documentation by the initial deadline, the project
will be considered noncompliant and subject to the actions outlined haheompliance
section of these procedures. Additionally,
Certification, occupancy report or supporting documentation, the FHLB determines the
prgject is not operating in compliance with the approved AHP application or governing
regulations, the project will be deemed noncompliant and subject to the actions outlined in
theNoncomplianceection of these procedures.

F. On-Site Audits

1. For highrisk projects, the FHLB will conduct an &ite Audit of the documentation maintained
by an Owner for a random sample of the proje
the project for habitability every two years.

2. The reviewer willtravel to the offices where project files are located and to the project site(s).
The reviewer will:

a) Interview appropriate staff named in the application as a project contact;
b) Interview property management staff (if applicable);
c) Review AHP project filesncluding:

(hTenant Rental Application, Tenant | ncome
projects must indicate annual household income, the income source, and be signed by the
resident acknowledging accuracy of the information;

(2) Third-party income dcumentation for each income source listed on the application
and/or certification at the time of initial move and, if available, the most current re
certification documentation (not required
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(3) Lease agreements (not requirediioBh el t er 06 housing projects)
(4) Marketing documents;
(5) Copies of HUD audits, project audits and IRS submissions may be obtained; and,

(6) Copies of reports submitted to other federal or state agencies evidencing compliance with
income or funding requirements maydigained.

(7) Visually inspect tenant intake area to verify compliance with Fair Housing requirements
T a Fair Housing flyer is posted in a place readily visible to applicants and residents; and,

(8) Visually inspect project site(s) and take pictures to verifyithaility.
(9) Documentation to be copied or scanned on site.
d) Onssite Audit documentation will be retained in the project file.

eyl f, based on the FHLBO0s analysis of the LT
documentation reviewed during the -Gite Audit, the FHLB determines the project is not
operating in compliance with the approved AHP application or governing regulations, the
project will be deemed noncompliant and subject to the actions outlined in the
Noncompliance section of these procedures

V. Welcome Home Program Monitoring

Monitoring of Welcome Home Program projects occur at time of disbursement. At time of disbursement,
Members must submit a Request for Payment of Reserved Funding and supporting documentation
sufficient for the FHLB taletermine that:

A. Subsidies were used for eligible purposes and in compliance with all FHLB requirements;
B. The homebuyer received no cash back at closing; and,

C.The AUNitodo is subject to a deed restriction or
mechanism as required by AHP Regulation.

VI.  Noncompliance

A. Typically Reasons for Noncompliance
1. Failure to Submit Monitoring Reports or Audit Documents

a) If a Sponsor/Owner or Member fails to submit the requested information (i.e. Periodic
Progress Report, Initi€ertification, LTM Certification, occupancy report, supporting
documentation, etc.) for an approved AHP project by the given deadline, the FHLB will
determine the project to be noncompliant and issue a Delinquent Report Letter. If the
Sponsor/Owner or Maber fails to provide the requested information by the deadline
specified in the Delinquent Report Letter, the FHLB will issue a Notidéooicompliance
If the Sponsor/Owner or Member fails to provide the requested information by the deadline
specified inthe Notice oNoncompliancethe FHLB will issue a Notice of Recapture or-De
obligation of AHP funding and begin steps to recapture any AHP subsidy disbursed to the
project and/or de@bligate any AHP subsidy committed to the project but not disbursed.

b) While a finding of noncompliance, including the withdrawal or recapture of AHP subsidy,
does not expressly preclude a Sponsor/Owner from applying for AHP subsidy in the future,
factors contributing to the noncompliance may be considered when assessing the
Spmsor 6s/ Owner 6s capacity on future AHP app
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2. Failure To Demonstrate Satisfactory Progress Towards Completion

If a project that has not been completed fails to demonstrate satisfactory progress toward
completion as stated in Section Il of these pdoces, the FHLB may determine the project to be
noncompliant, issue a Notice of Withdrawal, and withdraw its funding commitment to the project.
Withdrawal of the funding commitment for a project does not deem the Sponsor/Owner ineligible

to resubmit an apigation for the withdrawn project or submit new project applications for
funding. However , contributing factors may b«
capacity on future AHP applications.

3. Failure to Comply With the Commitments Made in thgpfoved AHP Application or AHP
Regulations

If a completed project is determined to be noncompliant with the commitments made in the
approved AHP application and/or AHP regulation, the FHLB will issue a Notice of
Noncompliancédentifying each issue of noampliance. The project Owner will be allowed to
remedy the issues of noncompliance through one or more of the following:

a) Submit additional information to confirm compliance;
b) Modify the project to cure the nhoncompliance (see Modification below); or,
¢) Submitan Action Plan to cure the noncompliance (see Action Plan below).

4. In addition to the aforementioned, a project may be determined to be noncompliant as a result of
other events (i.e. bankruptcy, natural disaster, etc.). In such instances, the FHLB willithiork
the Sponsor/Owner and Member to resolve the issues of noncompliance with the project
Sponsor/Owner and Member.

B. Remedies for Noncompliance

In the event a project is noncompliant, the FHLB will work with the Sponsor/Owner or Member to
cure the noncompliance through one or more of the following:

1. Submission of additional documentation to verify compliance.
2. Action Plan

a) If the submission of addinal documentation is not sufficient to resolve the noncompliance,
an Action Plan (the Plan) may be warranted. The Plan should allow for the resolution of the
issue(s) within 90 calendar days. Once an acceptable Plan is developed, the Sponsor/Owner
must eport its progress under the Plan to the FHLB evergad@ndar days. The
Sponsor/Owner must also update the Member on its progress. Failure to provide the required
progress updates may result in termination of the Plan and immedialdigigion or
recapure of all AHP subsidies committed to or disbursed for the project.

b) At the end of the Plan, the FHLB will review the project and either terminate the Action
Pl an due to compliance, require a revised
event tle AHP subsidy has been disbursed, seek repayment of the AHP subsidy disbursed
for the project (i.e. recapture).

3. Modification

a) A Sponsor/Owner may request the modification of a project in order to cure the
noncompliance. The project may also be modifiethadt FHLBO6s di screti on,
a projectbés noncompliance. Al such modi fi
outlined in the Project Madifications section of this Plan.
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C. Other
Any project determined to be noncompliant may be subject to tloavfiof actions:
1. Withdrawal/deobligation of the AHP funding commitment for the project;

2. Withdrawal/deobligation of the AHP funding commitment for any other projects in which the
Sponsor/Owner is involved for which AHP funds have not been disbursed,;

3. Denid or withholding of any disbursement requests in process for any other AHP projects in
which the Sponsor/Owner is involved;

4. Rejection of future applications for AHP funding for projects in which the Sponsor/Owner is
involved due to Sponsor/Owner capaaioncerns; and,

5, Change in the projectdéds assigned risk |l evel
audited.

6. In cases of extreme noncompliance, the FHLB may consider suspending or debarring the Project
Sponsor, Owner, etc.

Recapture

If AHP subsidies are drawn down and not used, or used in a manner inconsistent with the approved AHP
application, and the inconsistency is not cured, the FHLB is required to recapture the subsidies. In such
instances, the FHLB shall recover and apply the sulbsithe next competitive AHP offering:

A. From a Member:

1. The amount of any subsidies (plus interest, |
actions or omissions, is not used in compliance with the terms of the approved application and the
governingregulations;

2. The amount of any subsidies (plus interest, if appropriate) recovered by a Member from the
Sponsor of an ownership project or Owner of
Owner 6s actions or o0 micewiihtheterms of te appowed AHRP e d i n
application and the governing regulations; or,

3. Upon receiving notification by the Member that all or some of the approved subsidy will not be
used, the FHLB will recapture the unused portion of the funding.

B. From a Sposor/Owner:

1. The amount of any subsidies (plus interest, if appropriate) that, as a result of the
Sponsords/ Owner 6s actions or omissions, is n:
approved AHP application and the governing regulations.

Settlements

Pursiant to 12 CFR 1291, if AHP subsidies are drawn down and not used, or used in a manner
inconsistent with the approved AHP application and governing regulation, and the inconsistency is not
cured within a reasonable amount of time, the FHLB is requiresetapture the subsidies. In such
instances, if the FHLB is wunable to collect the
been made, the FHLB, in its sole discretion, may consider a settlement of less than the full balance of
AHP subsidieshat are subject to recapture or settle for no monetary recovery when recovery is doubtful
and the cost to continue recovery efforts is material.
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A. A settlement is used only in rare circumstances where the full AHP subsidies due are not repaid and
cannot beecovered from the Member or the Sponsor/Owner through reasonable collection efforts. A
settlement is not considered where other options of cure or modification are utilized.

B. Inreviewing a settlement request, the FHLB will consider the following:

1. Facts ad circumstances of the noncompliance which caused the need to recapture the AHP
subsidies, including but not limited to:

a) Dishonesty, misrepresentation, potential fraud, or other misconduct on the part of the
Member or the Sponsor/Owner;

b) Apparent disregartbr compliance with the AHP Regulation or other AHP requirements;

c) Extent of the efforts, if any, undertaken by the Member or the Sponsor/Owner to mitigate the
circumstances of the noncompliance;

d) Extent to which the Member or the Sponsor/Owner, as appicadls responsible for the
noncompliance;

e) Extent to which the project failure was attributable to a market failure;

f) Extent to which the noncompliant party incurred losses as a result of the project failure or
noncompliance;

g) Whether any benefit fromthepreect or t he projectds assets
the noncompliant party notwithstanding the project failure or noncompliance;

h) Estimated costs for the FHLB to recover the subsidy in relation to the amount due and the
likelihood of recovery; and,

i) Extent to which all reasonable means of curing an issue of noncompliance and subsidy
recovery have been exhausted and/or other options of repayment have been explored;

2. Analysis of the repayment ability of the noncomplying party or parties, includinguwefie
a) The financial condition of the Member and/or the Sponsor/Owner;
b) Any written guarantees for repayment or payment assistance;

c) Collateral (generally the project property) to determine ability to repay, including current
valuation/appraisal of the col&tl, and other liens against the collateral, etc.

The reputational risk to the FHLB posed by the proposed settlement; and,

Unusual or unique facts or circumstances regarding the project, Sponsor/Owner, or Member,
which may exist and have been taken irtooaint in arriving at the settlement.

C. The FHLB will maintain documentation showing that the sum agreed to be repaid under the
settlement is reasonably justified, based on the facts and circumstances of the noncompliance,
repayment ability, including the deee of culpability of the noncomplying party or parties, and the
extent of the FHLB's recovery efforts.

D. Al | settlements are subject to approval by the
settles with a Member or project Sponsor/Owner, a fbagaeement regarding the resolution may be
executed between all AHP parties. Any subsidy amounts repaid to the FHLB as a result of a
settlement will be returned to the AHP funding pool and made available in either the current or the
next AHP offering.
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E. In settlement cases, the FHLB, in its sole discretion, may subject the Sponsor/Owner to all
appropriate sanctions as specified in the Suspension and Debarment Procedures.
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Project Modifications

Overview

The following outlines the FHLBO6s requirements r
reserves the right to modify the conditions under which an award of AHP subsidy was made at its
discretion.

A. A modification may be considered for approval by thiB provided that the project, as modified:
1. Would meet the eligibility requirements of §1291.5(c);

2. Would continue to score high enough to have been approved in the funding period in which it
was originally scored and approved by the FHLB; and,

3. Thereoddsd dauseodo for the modification and the
beyond the control of the Sponsor, Member, or Developer. (The FHLB may look at previous
modifications requested or circumstances.)

B.I't is solely wi ibmtoatiowbrideny ahyHnoBifications propasede t
lI.  Modifications not Requesting an Increase in Subsidy

A. The FHLB may approve modifications to the terms of an approved project, if one or more of the
following apply:

1. Unusual or unforeseen conditions will ndbal the project to be completed within the approved
AHP applicationbdés commitment period;

2. Unusual or unforeseen conditions will not allow fulfillment of all commitments made in the
approved AHP application, whi ch aessuegechaogeange:
in total number of project units, change in number of special needs units, etc.; or,

3. Changes in the projectébés devel opment or fina
sources, operating income or expenses, etc., that caugejdw [ no longer meet the
feasibility parameters set at application approval.

B. Modification requests must be submitted in writing by the Member and the Sponsor. However, if the
FHLB must close a project or is actively working with the Member and Sptmsesolve an issue of
noncompliance detected during the monitoring process, the FHLB may modify the project without a
written request from the Sponsor and Member.
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C. Any modification request from the Member and Sponsor should include:
1. A completed AHP Modication Request Form;

2. A complete and detailed explanation of how the proposed change differs from the original
application;

3. An explanation of why the change is needed (cause beyond the control of the Sponsor, Member,
or Developer);

Indication of whatteps have been taken to resolve the situation(s) requiring the change; and,
A current, revised development budget (and operating budget for rental projects), if applicable.

lIl.  Modifications to Commitment Expiration

A. Extensions to the time limits on use of sualy outlined in this Plan may be granted if it can be
demonstrated that circumstances beyond the control of the parties involved have delayed the
completion of the project and/or the draw of funds.

B. Requests for commitment expiration extensions be sudhiittwriting by the Member and Sponsor
prior to the commitment expiration date and will be considered on a case by case basis.

C. If a commitment expires while the FHLB has received and is processing a disbursement request, or
while the FHLB is actively redging an issue of nercompliance detected during monitoring, the
FHLB may modify the commitment expiration date without a written request from the Sponsor and
Member.

D. A request for commitment extension should include the following:
1. A detailed explanationf the status of the project;

2. A detailed explanation of the delays in completing the project within its original Commitment
Period; and,

3. Justification as to why the continued commitment of funds is necessary.

I\VV. Moadifications Requesting an Increase in Subsidy

A. All projects that have not been fully disbursed may apply for an increase/change in AHP subsidy via a
modification. All requests will be approved on a ficsime, firstserved basis subject to the
availability of funds, the requirements of this sectionda ap pr ov al by the FHLB®

B. The FHLB deems any request for additional subsidy that exceeds 25 percent of the original subsidy
award, or multiple requests that cumulatively total more than 25 percent of the original AHP award,
as a materlachange in the project. Such projects would be prohibited from requesting additional
subsidy via the modification process and instead would be required to reapply for AHP funding.

C. Arequest for subsidy increase should include the following:
1. A completed AHP Modification Request Form;

2. An explanation of why the increase is needed (cause beyond the control of the Sponsor, Member,
or Developer);

3. A current, revised AHP Development Budget (and AHP Operating Budget for rental projects), if
applicable; and,

4. A detailed explanation of the status of the project.
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V. Other

The intent of the modification process is to provide an alternative-tbligating or recapturing AHP

subsidy awarded to a project in the event the project cannot comply with the parametersiaidiér w

received an award of AHP subsidy. Therefore, an organization should be aware that repeated

modi fications to its projects, even for differer

that organizati ono6s adfitskurrény astvell ascfuuunepAHR awardst whicit h et
could result in:

A. The denial of future modifications; or,

B. The denial of points in certain scoring categories (e.g., special needs, homeless households, etc.) on
future applications; or,

C. The denial of futre AHP applications due to sponsor capacity; or,
D. Other actions the FHLB deems appropriate.
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AHP Definitions

The following definitions describe terms and phrases specific to the competitive Affordable Housing Program.
Definitions specific to the Welcomedfhe Program can also be found in this Plan. This Plan contains an Income
Eligibility Guide which Members, Sponsors, and pr o]
in the AHP. The FHLB will use the Income Eligibility Guide to verifg thligibility of all households

participating in the AHP.

AAcquisition costso means the cost to acquire | and
purchase price and related costs. See the Project Feasibility Guidelines for fetdiieroth special types of
acquisition costs.

=1}

Adaptive reuseodo means rehabilitation/conversion of
use as housing; for example, conversion of warehouses, schools, hospitals, or churchealintitsen

AAffirmatively marketedod means marketing actions to
number of the targeted population in order to attract eligible persons in the housing market area to the
available housing without regard tace, color, national origin, gender, religion, familial status, or disability.

=2}

Af fordabl ed or AAffordabilityd means:

1. The rent charged to a household for a unit that is to be reserved for occupancy by a household with an
income at or below 80 percenttbe median income for the county in which the unit lies, is no greater
than 30 percent of the income of a household of the maximum income and household size expected to
occupy the unit, under the commitment made in the AHP application assuming occuphbcyersons
per bedroom or 1.0 person per unit without a separate bedréosi Rgploen Occupancy ( SR
fiBedo:;

2. The rent charged to a household for rental units subsidized with HUD Section 8 assistance or subsidized
under another assistance prognahere the rents are charged in the same manner as under the HUD

Section 8 program. I f the rent complied with t he
occupancy and the household continues to be assisted through the Section 8 or anotheeassista
program; or,

3. For ownership projects other than owseecupied rehabilitation projects, the monthly payment of
mortgage principal and interest plus taxes and i
gross monthly income as determined ail@gation intake.

ot

AMI 6 means the Area Median Income for the county i
HUD for Multifamily Tax Subsidy Projects (MTSP), as adjusted for household size. Any rural projects may
use the greater maximum thie area median gross income or the nationalmetopolitan median income.

ot

Amortization periodod means the number of years req

ot

Amount significantly below mar ket val uementoelesnod t he
the fair market value at the time of the acquisition, as documented by the value shown by an independent
appraisal (required for relatguhrty transactions) from a stdieensed or certified appraiser or a property
value assessment showw the property assessor for property tax purposes.

=}

Anot her source of fundso includes any other fundin
Low Income Housing Tax Credits, and Historic Preservation Tax Credits. Included isatinees would be
cash contributions from the Member or Sponsor, homebuyer down payments (ownership projects), permanent
debt, funding from a local, state, or federal government agency, foundation grants or loans, or other loans,
grants, or contributions ad to pay project development costs. The value ofpnofessional donated labor
should not be included, nor should operating grants or any other funds used to pay for operations.
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AApplicant intakeodo means act i viingapplisants, assigingwapplicantsina ki n
completing gqguestionnaires or applications, proces
AApplicant intake dated or AApplication datesa means

household for repairs on an AK#sisted owneoccupied unit or for a mortgage loan that will be used to
purchase a specific AH&ssisted unit. This date should be no more than 180 days from the date a Pre
approval Request is submitted to the FHLB.

AAsumed mar ket rateo of homeownership | oans, means
Plan.
fiBedo (see AUnit / Bedo)

=24

Bel ow mar ket valueo (see AAmount significantly bel

ABri dge | oa ntérm lmen d&amshe Mebwsrhoa project, evidenced by a note (and mortgage or deed
of trust, if secured) from the Member, until permanent funding (e.g., tax credits or grants) is received.
ACapitalized costso refers to f undsermalapsociatedwitd ear | vy

operations but shown on the development budget, such as replacement, operatinguprriessees.
Capitalized asset management fees and other fees or expenses generally considered operating expenses will
be included with otherapitalized reserves.

ACash contributionodo or Adirect financi al contributi
the project from the Member or Sponsorkind donations are not considered cash contributions. Any
amountofcashcontrbut ed shoul d be shown in the AHP applica

AfCash fl owd (see Net cash fl owod)

ACl osing costso include char ges ¢&SetemeatilSlatgmestormmar i z e

identified on the Closing Disclosure and aharges and expenses over and above the price of the property
incurred by the buyer when transferring ownership of the property. Typical closing costs include fees for:
property inspection, loan origination, rate discount, appraisal, credit report, gomgarance application,
document preparation, attorney services, judgment search, abstracting, recording; title insurance (for
mortgagor or owner); local taxes; survey, plat drawing;patie interest for up to 30 days; initial insurance
premiums; escrosvof condo or homeowners association dues, transfer taxes, property taxes, flood insurance,

and homeowner ds insurance.
ACl osing cost assistance0 means any grant or | oan t
ACommer ci al s pac e 0idemlaevelopraemtythatasieasad or imended to lee deased to an

entity and generates or will generate rental income to the project Owner. AHP funds cannot be used to pay for
development costs associated with this space.

=}

Compl eti ond anido nioP rnoegjaencst fGoormp | et
1. Rental new construction or rehabilitation:

AProject completiond means that the constructior
by one of the following:

a) Certificate of Occupancy;
b) AIA document G704 Certificate Gubstantial Completion;
c) Certification by a licensed or certified general contractor that the work is substantially complete; or,

d) Certification by a licensed or certified building inspector or other qualified individual approved by the
FHLB that the work isubstantially complete.
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2. Rental Acquisition Only:
For projects involving the conveyance of owner st

a) The financing transaction has closed, as evidenced by a Closing Disclosure, comparable settlement
statemenbr by a Note/Mortgage or Deed of Trust for the permanent transaction, if no Settlement
Statement is completed.

b) If there will not be permanent debt on the project, completion is evidenced by the recorded warranty
deed or executed lortgrm lease.

3. Owner newconstruction, acquisition rehabilitation for sale or ownecupied rehabilitation:

iProject completionodo means that the constructior
by one of the following:

a) Certificate of Occupancy;
b) Certification ty a licensed or certified general contractor that the work is substantially complete; or,

c) Certification by a licensed or certified building inspector or other qualified individual approved by the
FHLB that the work is substantially complete.

4. Ownership Acqgisition Only:
For projects involving the conveyance of owner st

a) The financing transaction has closed, as evidenced by a Closing Disclosure or comparable settlement
statement; or,

b) If there will not be permanent dedm the project, the warranty deed has been recorded or-telong
lease has been executed.

AContract rentodo means the actual cost per unit to o
This may also be calculated as operatingeatal subsidy paid to the project per unit plus the rent paid by the
tenant for that unit.

AiConstruction by employees or community organizatio
community organization, other than the Sponsor, inaatt 140 hours of actual construction or rehabilitation of
the housing units (e.g. painting, construction clepnminor construction, or similar activity).

AConstruction | oand means a | oan, as evi dusedtopagg by a
contractors during construction. The construction loan is usually paid off by the permanent loan and/or other
funding at construction completion. To be eligible for points, the Member must provide the construction loan
equaltoatleast35pere nt of the projectds Construction/ Rehahb
permanent loan.

AConstruction / rehabilitation activitieso are thos
housing and related common space.

iConsultant o means a paid advisor or other person pl
submitting an application. Any fees paid to a con

=}

Contractor o or g e patyrasponsible fot conatrudtian oragehahiétation swhithhméght
include supervising its own employees or volunteers, or employing subcontractors.

ot

Countyodo means a geographic subdivision of a state
authority. Pari shes a-eqdivalentst by thgHUD, asarescertaimihdependlenti ¢ o u n
cities that are not parts of counties.
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Debt coverage rati oo means the ratio of a
dvided by the total annual debt service fr
included in determining whether a project meets this feasibility guideline.

projecto
om AHard

Deed in lieu of foreclosureodo meneepssllirderedtcna dropertyt®t r u me
the lender to satisfy a loan that is in default to avoid foreclosure proceedings. For purposes of the AHP
retention requirements, transfer of a property through a deed in lieu of foreclosure will be treated as though
the property had been foreclosed.

Demando (see fAiMar ket demando)

Devel opero is the entity or person who wil!/ organi
and manage all the business elements of the project, including arrangingiinanci

Devel oper feed means amounts paid for activities n
and Overhead (organizational overhead) and/or Consultants Fees, Application Preparer Fees or similar costs.
Construction Management/Overhdaa separate cost in the hard costs budget and should not be added as
Developer Fee and Overhead.

Direct granto or fAgranto means provision of funds
funds are used for the purposes intendedhe time period required.

Di spl aced/ Di spl acementd means that one or more of
project and will have to find other permanent housing.

Donatedo / ADonated pr op danarcigl donsideraion, other thaneanaminal gi v e n
amount. A transfer or conveyance for $1 (or even $10) would be considered a donation if such value was
placed on the transfer solely for legal, tax, or recording purposes. Adondease or ground lease faream
of at least 15 years provided without financial consideration or at a nominal amount also meets this definition.
Note: Conveying land or property for less than its full value does not constitute a donation of that part of
value for which compensatias not received. For example, selling property for 80 percent of its value does
not count as Adonatingo 20 percent of the propert
individually identified and conveyed separately from other parts.

Down payment assistanced means grants or | oans use

El derl yo means any person aged 60 or older, or for
applicable Tax Credit Qualified Allation Plan.

Eligible furnishingsd are furnishings and applianc
stove/oven, refrigerator, washer, dryer, microwayv
and computer equipment forthe mgrar 6 s of fice; etc. are eligible pr
the residential costs portion of the AHP Development Budget; however, AHP subsidy cannot be used to pay
for them.

Eligible outside fundi ngo pnoelacal govggnmentsitgsantsoor loahsdrarm s f r
private or public foundations; or tax credits. For example,-lilm@me Housing Tax Credits; Historic
Preservation Tax Credits; State Housing Finance Agency grants or loans; Softwood Lumber Grants; VA or
RD capial grants or loans; CDBG; HOME; HUD McKinney grants; and other HUD funding.

Eligible ownership interesto means an AEIligible Sp
(including any partnership i ntaeambirsetl gwneoship imesektofiatp | e
least 51 percent.

EI'i gi bl e Sp o-dprsfibarganizatienastate, palitical subhdivision of a state, local housing authority,
state housing agency, a Native American Tribe, an Alaskan Native Village, or gragewnt entity for a
Native Hawaiian Home Land. In order to receive points under the Project Sponsorship scoring category, the
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AEl i gi ble Sponsoro for a rental project must have
interest). Forownes hi p projects, the AEIigible Sponsord mus
to receive points under the Project Sponsorship scoring category.

Equal Credit Opportunity Acto is codified at 15 US
Fair Housing Ac$®©83®. codified at 42 U

Fi-trismme homebuyer o means an individual or ywarusehol d

period prior to the purchase of a home, except that:
1. Any individual who is a displaced homemaker may not be excluded from consideratitrstsrae

homebuyer on the basis that the individual, while a homemaker, owned a home with his or her spouse or

resided in a home owned by the spouse;
2. Any individual who is a single parent may not be excluded from consideration astisng$tomebuyer

on the basis that the individual, while married, owned a home with his or her spouse or resided in a home

owned by the spouse; or,
3. Any individual or household who owns a home that:
a) Is not intended as a dwelling;

b) Was lost through natural disaster; or

c) siManufactured housingodo that was not original/l

or is not permanently affixed to a foundation that meets nationally recognized building code
standards.

d) d) Is notin compliance with state, local, or modelldhinig codes and cannot be brought into
compliance for less than the cost of constructing a permanent structure.

Forecl osured means a | egal procedure by which mo
debt. Foreclosures generally g@verned by state law, and rules may vary between states. For purposes of

rt

the AHP retention requirements, transfer of a property through a deed in lieu of foreclosure will be treated as

though the property had been foreclosed.

Gapd means tthwve edi ftfther dmacealbef al l of a projectbs
funding sources besides AHP.

General contractoro (see AContractor o)

Good cause0O meaning substantial reasony @urationdlor t h

and is sufficient grounds or reason to take a certain action, as determined by the FHLB.
Granto (see fiDirect granto)

Group homed means a public or private residence
for unrehted persons who share a common characteristic, most often referring to homes designed for those
with special needs or certain other characteristics who are generally not deemed capable of living alone or
without proper supervision. Residents may have then room or share rooms and share facilities such as
laundry, bathroom, kitchen, and common living areas. Individual residents pay rent, or the Owner receives
rental or operating subsidy on a fesident basis. Residents have leases executed by onahdfghem.

Habliitkke 0 means a project in which:

1. Houses are sold to families at no profit, financed with Spepsmrided, deeply discounted or-imderest
first mortgage loans; and

2. The homeowners' monthly mortgage payments are used to build aalditifimdable houses.
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AHard debto means debt for which there is a require
debt arises from what the FHLB believes to be a t
debtrepayablt a A Rel ated partyodo (including but not | i mi
in which the Sponsor has an AOwnership interesto)
or upon certain other conditions, is not considewgzh hard debt and is not included in (and may be removed
by the FHLB from) the calculation of the Debt Coverage Ratio, Net Cash Flow, and othaelaké@
calculations.

=1}

Homel ess househol do means a household made up of o

1. Resiks in overcrowded housi ng; fovercrowded housi
one household or any housing unit with an average of more than two persons per sleeping area (including
a living room as a sleeping area);

Is facing imminent lossfdaheir home due to condemnation or eviction;
Lacks a fixed, regular, and adequate nighttime residence;
Individuals aging out of foster care;

a > b

Individuals fleeing or attempting to flee domestic violence or other dangerous or life threatening situation;
or,

6. Has a primary nighttime residence that is:

a) A supervised publicly or privately operated shelter designed to provide temporary living
accommodations (including welfare hotels, congregate shelters, and transitional housing for the
mentally ill);

b) An institution that provides a temporary residence for individuals intended to be institutionalized;

c) A public or private place not designed for, or ordinarily used as, a regular sleeping accommodation
for human beings; or,

d A Amobil e home 0 hdrbgairemedtsaf the Natmrial Mamufadtured Housing
Construction and Safety Standards Act, Title VI, Public Lav383; 42 USC 5401, appearing at 24
CFR 3280, et seq., 4dO97é&r anlolby | rethemeasd 0t o as fAp

AHomeowner shi p/ Ho mednuapmgramcpmvidedbg, loribaisgddn one provided by, an
organization recognized as experienced in homeownership counseling. The counseling program must cover,
at minimum, mortgage financing, creglibrthiness, household budgeting, and home mainten@hee~HLB
encourages the counseling to include information on predatory lending.

AHousehol do means all related family members or al/l
AUni to or will occupy a ho uisdudimgunbdinchildrén, adoptivdi Bed 0 b
children, foster children, wards, lodgers, or employees who share the hdupirgon living alone in a
housing unit, or a group of unrelated people sharing a housing unit such as partners or roomers, is also
countedas a household.

AHousehold incomed means the combined annual earned

to live in a given AHPassisted dwelling unit at the time the household is qualified by the Sponsor or Member
for participation in a ownership project or at initial occupancy of a rental unit. Unearned income is included

for all occupants, regardless of age. Current <cir
annual income will be calculated by annualizing curfemtn come 06 t aki ng i nto accour
occur during the year. AHousehold incomeod is dete

annual income as outlined in the Income Eligibility Guide section of this Plan.

Al ncomed means:
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1. The ull gross amount, before payroll deductions, of wages and salaries, overtime pay, commissions, fees,
tips and bonuses, and other compensation for personal services; and

The net income from operation of a partnership, business, or profession; and
Interestdividends etc.; and

Payments in |ieu of earnings, such as unempl oy me
compensation, and severance pay; and

5. The full gross amount of periodic payments from Social Security, annuities, insurance policies,metireme
funds, pensions, disability or death benefits, lotteries, trusts, and inheritances, and other similar types of
periodic payments received; and

All regular pay, special pay, and allowances of a Member of the Armed Forces; and
Income from assets (if gerasting regular payments to the household); and
Welfare assistance, if designated for shelter or utilities; and

© © N o

Regular contributions and gifts (monetary or not) from persons outside the household. This may include
rent and utility payments paid on behditioe household and other cash or+wash contributions
provided on a regular basis; and

10. Alimony, child support, etc.; and
11. For 24 unit dwellings, 85 percent of the projected gross income for such units.
Other inclusions and exclusions of income are pediin the Income Eligibility Guide section of this Plan.

Ailntegrally involvedod means the Sponsor in an owher
control over the planning, development, or management of the project, providing orrayfamayicing for
the applicants, and/ or qualifying applicants. Gen
backgrounds and project targeting requirements, and determine whether applicants will be served by the AHP
project.

AfiLandgchpia Memberds empl oyees or by a community or

employees or by a community organization unrelated to the Sponsor or project, in at least 8 hours related
landscaping development or grounds maintenance of dpery (e.g. clearing land or lots; trimming,

planting, or transplanting trees and/or shrubs; seeding or sodding lawns; preparing or refreshing planting
beds; etc.).

ALeiwvmcomed means income at or bel ow 60 hyelul;aljostedof t
for family size.

ot

Lolwmmcome Housing Tax Creditd means a credit agains
finance agency under Section 42 of the IRS code. Such credits are issued to encourage the development of
affordable rental housing.

ot

Management feed means the amount paid to the Spons
shown on the AHP Operating Budget.

=}

Manufactur ed h o u-amiygsidentia dwelling buitt io compliance nighltkederal
Manufactured Housing and Construction Standards, as amended, also known as the HUD Code, after June 15,
1976. Manufactured homes may be built in msétctional or single section units and installed on an FHA
Title 1l permanent foundation system. addition, the home and the lot must be taxable together as real
property. For AHP eligibility purposes, a single section manufactured home must be Energy Star rated.
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Mar ket demando refers to a descr i ptptiensghowddfrefertb e mar k
measurable demand based on waiting lists, market studies, etc., and be specific as to the type and number of
units proposed and the characteristics of the population the project is intending to house. For example, if a
project will have 20 twebedroom units for elderly households, there must be specific demand for that kind of
unit and population in the project area.

Mar keting / outreachd means activities related to
events, anouncements, and the development and distribution of special materials.

Materi al partyo means a person who has a financi al
transaction or project.

Maxi mum i nterest r at e omneansthd rateestabibshed purseant this Flan. Pr ogr a
McKinneyo refers to a HUD grant for housing assi st

Member 0 means a Member stockholder of the FHLB Cin
privileges. Members include commercial banks, savings and loan associations, savings banks, credit unions,
insurance companies, and community development financial institutions.

Mobil e Homed refers to a resi dent oftthé FedetarMarmfacuree man
Housing and Construction Standards, also known as the HUD Code, on June 15, 1976. Mobile homes are not
eligible for AHP subsidy.

Mo d eirmmcteeme 0 means income at or below 80 pHUDcent of
adjusted for family size.

Modi ficationd means any materi al changes in the st
increased sources of funds, failure to receive other progéated funds or achieve compensated tax credit
utilization, or any other material changes in the project's scope, scoring, or terms as outlined in the originally
approved AHP application. See the Project Modifications section of this Plan.

Modul ar Homeodo refers to a wherethe hbmeiwil be lotated. Sdct®nalSinita t e
are built in a production facility, transported to the site, and assembled onsite.

Mu-f amily buildingd means a structure with five or

Nei ghbor hood st abi | ihausingiorccommpnriityadavélopmentplars adapted by a umiaof
government, generally the HUD Consolidated Plan, or other comprehensive plans. It does not mean letters of
endorsement or support for the project or the Sponsor.

Net cash f | owdavwalaldertosa piojace whichais dalcufatedoas net operating income less
annual replacement reserves less total hard debt service.

Net i ncomed means income from gross rents plus ope
including laundry, ad/or parking income.
Nepnr of it organi zati ondo means a S pforprefibargarizatisnbgtheat e d |

IRS.

Nernesi dent i al space0O means any area beyond what is
amenites One manager 6s office and one community room
management areas or common spaces would be consideressidEmtial under the AHP. Please note that

space normally included as common areas under the tax mregiam may be considered rasidential

space under the AHP. For exampl e, art r ooms, ifSoc
managers or fASocial serviceso counsel or-mesidential pr ovi
spae under the AHP, and AHP funds cannot be used to pay for these spaces.
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Operating r es e raside o covanenaexpestedffluctuadians is aettial operating expenses. These
are ACapitalized costso i f s hocwenmeonnt trhees edrevveesl 6o pinfe
AHP Operating Budget.

Operating/ Rent al subsidyo means funds received out

=1}

=1}

=1}

Overcrowded housingo (see AHomel ess househol do)

=24

Owner shi pd me an sinapropeayeto be usetpas seprimary residermcs. Ouawrpied units
may include singléamily detached units, condominiums, townhomes, duplexes, triplexes, or quadriplexes.
Ownership properties also include those in which there is a true ownershightlarcooperative.

iOwner ship cooperatived means a cooperative in whic
controls the building(s) and/or property in which they live. Each shareholder is entitled to occupy a specific
unit and has a vote ihé corporation. Every month, shareholders pay an amount that covers their
proportionate share of the expense of operating the entire cooperative, which typically includes underlying
mortgage payments, property taxes, management fees, maintenance, instiliese and contributions to
reserve funds. Such cooperatives may be maastetor limitedequity cooperatives.

ot

Ownroecrcupi ed rehabd means a project in which AHP sul
owned by the resident. It doestrinclude projects that acquire vacant housing units for rehab and resale.

AiOwner ship interesto means part or full ownership o
affiliated entity.

APartner ship agr ee me n enbdetailing tkerresporisiobilities lnfehe Yadousmparties ima r e e
development funded through tax credits, including the general partner(s), limited partner(s), investor(s),
developer(s), consultant(s), and others, relative to the amounts and timing of paynaragement
responsibilities, financial responsibilities, compliance with funding requirements, programmatic or other
commitments, etc.

APer manent financingod means hard debt repayable fro
repayable magages (ownership projects), and not through the injection of other funding or other loans.
Please note that the first lien mortgage must have a term of at least 15 years and meet other eligibility criteria
in order to receive points as noted in the Mentiirancial Participation section of the Scoring Criteria.

ot

Per manent | oand means a repayable, amortizing | oan
homebuyer, evidenced by a note and mortgage or deed of trust.

APer manent s upp o fterm howsinghwhighsiriclndgsisuppostivelservices for special needs or
homeless households that enable residents to live as independently as possible in a permanent setting. The
supportive services may be provided bg brganization managing the housing or coordinated and provided
by other service agencies.

APredevel opment activitieso refer to activities rel
securing zoning and other government approvals, secfinancing, etc.
AProject activityo means the work that wildl be comp

within the scope of an AHP project. Activity can include new construction, rehabilitation, acquisition, or any
combination therdo

=}

Project devel opment costso (see ATot al project cos

=}

Property management o means all, or most, of the ta
example: marketing and outreach, applicant intake, executing and enforcingdeliseing payments,
preparing units for rent, routine maintenance, managing and maintaining common and public space, record
keeping and accounting, and compliance and reporting.
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AProvision of financing to pr oj esdntthe bame ofthevS8ponsod me an s
Member, or other organization.

AfQuali fied Census Tractodo means a tract defined as ¢

iReal Estate Ownedo (REO) means pr leefoeeclasye ptoeegseThe by t
property ownership has been conveyed back to the lender.

ifRehabilitation Acto is codified at 29 USC 791.

ARel ated partyo or fARel ated partiesd means any part
a Spomsor, Member, or other party directly involved in an AHP project. Developer, tax credit syndicator,
consultant, property manager, service provider, and contractor are all considered parties directly involved in
an AHP project. Related parties would incluaagy persons related by family, business, or personal interest to
any Member of the Sponsords Board of Directors or
Board of Directors or staff of any other party directly involved in an AHP project.

fiRel ocation pland means a for mal pl an and procedur e:
by a project.

ARental 06 means, for purposes of the competitive app
by households that ar@mownero c cupant s, including overnight and e
housingd for homel ess howo®hmo lod < ,upmauntc ygparthdskw ansls inmg ,
units owned in a cooperative (other than a true i

iRepl acement reservesod means funds set aside to cov
(for example, roof, plumbing, and appliances. The
budget.

ARetention periodd means:
1. Fve (5) years from t heasdsi€bompabceupigdanit.do date for an
2. Fifteen (15) years from the date of project nACor

AScattered sited means project units | eedmalipe,d at mor
noncontiguous lots in a common area or might even involve sites in multiple counties or states.
iServicing | oansd means receiving monthly payments
as the mortgage holder. A Member nadgo receive payments for escrow of taxes and insurance and remit
the annually required payments.
AiShelterd means any facility, the primary purpose o
maximum of 60 days for homeless persons in gemwerfalr specific populations of the homeless. If a project
is providing only ABedso instead of rental wunits
short periods, it probably should be characterized as a "shelter" project. Rejetatispthat provide single
rooms but allow residents to stay foom ocgepaperyi

projects and are not considered "Shelters." The distinguishing characteristics of a "Shelter" project are:

1. The purpose ahe facility is to provide temporary housing for homeless persons in general or for specific
populations of the homeless;

Residents stay intermittently or for only short periods of time;
AfBedso are provided i nst ead henffacildigs;aandf me nt uni ts v
Residents do not sign leases or pay any significant rent.

ASignificant proportion, o0 with regard to donated or
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Si #a@lm Iy buil dingd meandwellmgwitsr uct ure with one to f

Si rploem occupancyodo (SRO) means a unit (or a project
exclusive use of one occupant, but requires the occupant to share sanitary and/or food preparation facilities
with occupants of othamits. An SRO unit may not be occupied by more than one person. There is no
limitation on the number of SRO units in an SRO facility. This definition is intended to be consistent with the
HUD definition of SRO in the HUD Housing Choice Voucher Handbodi2(710G), Chapter 17.

Social servicesoO are services and activities provi
population to improve their general wbking. Such services may include daycare for children or adults,
protective servicef children or adults, special services to persons with disabilities, adoption counseling,
case management, family planning, headtltated services, transportation, foster care for children or adults,
substance abuse counseling, legal services, {u@ered meals, congregate meals, independent/transitional
living, special services for youth, employment services, or any other social services found necessary for the

population.

Social services agencyoO0 means antopovidesarbioadaahgeofn c har
social services including at least three of the services listed above.

Soft debtd means debt for which there is no requir

repayabl e to a fiRel anaeSdongoraoan gwdershipenthy inaviichahe Sporsar hag r

AOwnership interest, o or debt that is to be re
conditions and is not included in the calculation
Speci al nepedssomeans hamgehold member meeting the d

household member meeting one of the following additional definitions:
1. AiPhysically disabledod means any person: a) with

functioral limitations and who is receiving disability benefits from federal or state government; or b) who
is deemed physically disabled by a licensed physician who attests that, by reason of this impairment, the
person is unable to perform life roles in at least of the major domains of living, working, learning, or
socializing.

iMentally disabledd means any person: a) who is
disability benefits from federal or state government; or b) who is deemed ta lcavgparable lonterm

mentally disabling condition by a qualified professional, such as a licensed psychiatrist, psychologist, or
clinical social worker, who attests that, by reason of this impairment, the person is unable to perform life
roles in at lest one of the major domains of living, working, learning, or socializing.

ADevel opmentally disabledd means any person: a)
has been diagnosed with mental retardation and is receiving disability bengfifeéteral or state
government; or b) who is deemed developmentally disabled by a licensed physician who attests that, by
reason of this impairment, the person is unable to perform life roles in at least one of the major domains
of living, working, learnig, or socializing.

ACoccurring disabledo means any person: a) diagr
substance abuse/dependencydcourring issues) who is receiving disability benefits from federal or

state government; or b) whodeemed to have a comparable kegn ceoccurring condition by a

licensed psychiatrist, psychologist, or clinical social worker, who attests that, by reason of this

impairment, the person is unable to perform life roles in at least one of the major slofrlaimg,

working, learning, or socializing.

APhysically or emotionally abusedd means any per
person from physical or emotional abuse.
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6. iChemically dependent 0 me astasce abnsg/depeaderscypwhoisvi t h a |
diagnosed as chemically dependent or receiving treatment for the abuse/dependency from a licensed
physician, psychiatrist, psychologist, or clinical social worker or is receiving treatment in a recognized
therapeutic program.

7. iPersons with AI DS0O means any person with a medi
Syndrome or any person who is medically diagnosed as HIV positive who is receiving medical care for
the condition diagnosed.

=1}

Speci al p ur p o s ailibhtlmipeovidegpérmanentaon teansiory housing for unrelated persons
who share a common characteristic, most often referring to homes designed for those with special needs or
certain other characteristics. Residents have their own roomor sharemr@r A Bed o0, but s ha
as laundry, bathroom, kitchen and common living areas, and sign leases and pay rent or the project Owner
receives an fAOperating/ Rental subsidyo.

=2}

Sponsor 0 -fanprafinosganazationpgbvernment agency, hogsauthority, state housing finance
agency, Native American Tribe, Alaskan Native Village, the government entity for a Native Hawaiian Home
Land responsible, or a fq@rofit organization for an AHP project. Fprofit organizations are not eligible for
poit s under the Project Sponsorship scoring categol

AiStabilized operationsodo is defined as the first yea
at a percentage of 10% or less.

i Suarstti a l rehabo in the AHP application means repai
equi pment) and additions, the cost of which excee

average. The intent is to fund projects in whioé tehab is more than cosmetic.

ATax credit syndicatoro acts as a broker of tax cre
funds that finance multiple projects.

ot

Temporary relocationo means hahkeadamowenoethes unitsimdhe projectu r r e
or to other housing outside of the project during construction or rehab but will return to the project after
completion of the project.

ATenant position on Sponsor-fusdedhmjatisadvinganthaBoardad r esi de
Directors of the Sponsor (or the Sponsords parent
resident of the project must be currently leasing a unit in the project, must have been selected by other
residents, anthe Board must adopt procedures that describe the selection process, including eligibility and
filling vacancies.

ATenant rento means the rent paid monthly by the oc
include or exclude utilities, huloes not include any operating subsidies or rental subsidies such as Section 8
that is paid to the projects by any other source.

ot

Th-padty income documentationd is provided by an in
as wage stateemts, interest statements, and unemployment compensation statements. Examplegarfythird
sources include employers, the Social Security Administration, and the IRS, not Sponsors of an AHP project.
The FHLB uses thincome Eligibility Guide sectionohisPlanas a gui de f ofpartaccept ab
i ncome documentation. o

ATot al devel opment costsoOoO means the sum of acquisit
Devel opment Budget | ess any fADevel oper Fee. 0

ATot al numb e r the fotalunumber of onitsringtHe projext, incloding any market rate units,
manager s 6 un i-dasgisseld ynitsainless sruciureddifférently, the number of units in a
AShelter, 0 AGroup homeo or fASpeciuambepunposi@BellcouDi
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ATotal project costso means the sum of acquisition
Development Budget plus Developer Fee.

ATransitional housingd refers to housi ngemergencgr ams a
shelter into a more independent living situation. Transitional programs allow individuals and families to more
fully develop the stability, confidence, and coping skills needed to sustain permanent housing. Some
transitional program participanise in apartmenstyle quarters, while others may be in group settings where
several families or individuals share a household. The project must provide sufficient individual space for
each household to develop and grow independently.

=24

T-party agreement r ef ers to the for mal agreement between t|
relating to the AHP project, the responsibilities of each, and the funding approved. It also contains the
requirements of the AHP regulation. If the regulations goverthieagAHP are amended, the amendments are
incorporated by reference into existing agreements.

AUni to or fABedo means afamilyi honteiwihiitslowmdrivate @ngdndeiresidentialr s i n
kitchen/cooking area, at least one full bath, anéastione sleeping area. A unit may be occupied by one or
more persom®m PDSicnglamcy (SRO)O0 dwellings are al so
private entrance to each unit, units contain a sleeping area and food preparation splacer hdih, and
only one person will occupy each unit. Community-selfvice cooking areas, and community sanitary areas,
may also be provided with SRO projects.

A fiBedd is used in residential facilinpaese stuacths iarse
projects that do not provide individual living areas with a bath and/or kitchen or food preparation space. A
ABedod may not be occupied by more than one person

AVer yi nncooomed® means i ncome at or bel aswetedniinedpbg HUDe nt o f
adjusted for family size.

Note: The AHP descriptions, related documents, and tHmerapplication may contain other terms or phrases

not defined here. These terms or phrases may be associated with descriptions or definitiqgriaspprdhe

context in which they appear. These additional words and phrases and any descriptions and definitions appearing
in the online application or elsewhere are incorporated herein by reference. Slight variations in the wording of
definitions may b required by the context in which terms appear, and these variations should not be construed as
different definitions. Any questions about the definitions stated here, in the online application, or elsewhere
should be addressed to the FHLB for resolution.

AHP Implementation Plan _ Page55
©2019 Federal Home Loan Bank of Cincinnati, all rights reserved. Effective January 17, 2018



N\
L

Project Feasibility Guidelines

The AHP regulation requires an FHLB to adopt guidelines for determining development and operational
feasibility. The FHLB has developed its feasibility guidelines after review and analysis of prior AHP application

submisssns; review of information from the other FHLBOG:
housing finance agencies in the district; the Repor
Group on Housing Credit Allocation anchtlerwriting Recommended Practices; review and recommendations

from an independent housing finance professional ; a

Advisory Council.

The determination of feasibility is based primarily on information subrthitt the AHP application, especially

the AHP Development Budget, AHP Operating Budget, and related supporting documentation. For most of the
requirements and guidelines described below, the AHP application performs preliminary calculations, compares
the values for each project to the guidelines in the Feasibility Report, and indicates any values outside the
guidelines. This information is intended only as a guide to assist the applicant during application preparation.
During the final application reviewalues may be recalculated by the FHLB based on all of the financial
information submitted and the final values are compared to the guidelines. The determination of project feasibility
is based on this final review.

The project must meet all feasibility iicgpments and guidelines outlined here or provide explanations

satisfactory to the FHLB for any values outside the guidelines. Projects that deviate from these parameters will
undergo additional review and underwriting to determine the reason for, amésomableness of, any deviation.

Based on this review and underwriting, staff may work with project Sponsors or owners to make adjustments to
the financial information submitted at time of application or at disbursement to ensure that the information
accuately reflects the nature and financial structure of the prdMest.change to the financial parameters of the
project between application and disbursement that cause exceptions to these guidelines which were not approved
at AHP award, will be reviewedchoa casdy-case basis and may result in a reductiomefAHP amount or a

denial of the request.

The FHLB may also allow reasonable deviations from the guidelines, based on the nature, location, and type of
the project and based on explanations proviethe Sponsor to justify such deviations. Howetlaz,Sponsor

or project Owner is ultimately responsible for ensuring that financial information is correct and consistent and that
the projectds financial str uc tdeviatonsmare adegeatety bxplaifediL B O s
justified, and documented@he FHLB assumes no obligation to reconcile conflicting information, accept

incomplete information, or seek additional information or clarification that is not provided at time of application

or disbursement request.

Project feasibility / viability will be reviewed and assessed at time of application, at time of disbursement, and

may be completed at any project modification. The FHLB will determine the reasonableness of proposed or

actual cos$ based on its experience with similar projects, similar locations, and similar populations being served.
The FHLB&ds determination wil/|l be final and any <cost
reimbursed, and the AHP amount may be redumehe application rejected.

In administering the AHP and this Plan, and reviewing and evaluating Sponsors, projects and applications
hereunder, the FHLB reserves the right to determine in its good faith discretion (exercised in a uniform
and consistentmanner) whether the project or any portion of the application in question meets all of the
following: the requirements of this Plan, the intended uses of an AHP subsidy, the integrity of the program
and the safe and sound operations of the FHLB and use itd assets.

Project Feasibility
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A. The project must be likely to be completed and occupied, based on relevant factors contained in these
guidelines, including, but not limited to, the development budget, market analysis, and project
Sponsor's experience inguiding the requested assistance to households.

B. Arental project must be able to operate in a financially sound manner, in accordance with these
guidelines, as projected in the project's AHP Operating Budget.

C. If any of the feasibility requirements foeceiving AHP subsidy are more restrictive than
requirements from other funding sources, the AHP requirements must be satisfied.

. Determination of Project Viability

A. The project must identify sources of funds, including AHP subsidy, sufficient to coveasdirmable
costs identified, and sources and uses of funds must match. All costs and all funding must be shown
on the AHP Development Budget. There can be no costs identified for which there is insufficient
funding and there cannot be funding identifieégxtess of reasonable costs. If funding is insufficient,
the application may be rejected. If excess funds are identified, the AHP amount may be reduced, or
the application may be rejected.

B. If the project is providing any rehab of rental or ownership uthitsyehab must bring the project into
compliance with local codes.

C. Projects proposing rehabilitation of rental units must submit a detailed breakdown of anticipated
costs, at time of application, based on estimates by a licensed or certifiqobtityrdchitect,
building inspector, general contractor, or other qualified individuals with prior approval by the FHLB.
At time of disbursement, verification by one of the aforementioned qualifying parties of actual
rehabilitation costs completed for rental amehership projects must be submitted. Costs associated
with the provisionof thirtb ar t y i nspections may be included i
an AHReligible expense.

D. The project must demonstrate that the AHP subsidy will be used to baenefiigeligible and
otherwise qualified recipients and that the benefit is always under the control of the Sponsor/Owner.
No intermediariesvho are not party to the AHP agreements can be involved in a project. AHP
requirements and responsibilities belonfgloto the Sponsor/Owner and cannot be transferred to
another party. The Sponsor/Owner cannot lease the property to another party and/or transfer the
responsibility for ensuring that all AHP requirements are satisfied. Under such a circumstance, the
original Sponsor/Owner would be subject to Recapture of all or a portion of the AHP subsidy.
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lll.  Reasonableness of Project Costs

A. Acquisition Costs

1. AAcqui sition costso must be shown on the AHP D
acquired within théast five years.

2. "Acquisition costsoOoO must be documelnSetdechent Such d
Statement, Closing Disclosure, a purchase option, purchase contract, or deed with the purchase price
indicated in the name of the Sponsor/Owner ified in the application.

a) Appropriate documentation of market value must be provided at time of disbursement for ownership
projects and at time of AHP application for rental projects.

b) Market value may be documented either by the assessment for pragggtyposes or an
independent appraisal of the property performed by a state certified or licensed appraiser. An
independent appraisal is required for all i Rel

c) Market value must be documented within a reasonable time from thepdatevhich the purchase
price was agreed or conveyance was completed, generally within six months.

d) If no information is submitted to support the acquisition costs, the disbursement may be denied or the
subsidy requested may be reduced or the Apiflication rejected.

3. AAcqui sition costsoO must be reasonable. This m
market value of the property at the time of conveyance and that any related costs are reasonable.

a) If the purchase price is not greater thia@ value shown as the assessment for property tax purposes,
the costs shall be deemed reasonable.

b) If the purchase price is greater than the value shown as the assessment for property tax purposes, an
independent appraisal of the property performed higite sertified or licensed appraiser dated within
a reasonable period of when the price was agreed upon or the property was conveyed, generally
within six months of conveyance, must be submitted. If the purchase price is not greater than the
value shown irthe independent appraisal, the costs shall be deemed reasonable.

4. If the project involves a restructuring of HUD or USDA (Rural Development) debt or an Assumption
or Refinancing of any debt:

a) If the is being paid off via the development of the project, aitopn costs on the development
budget may only reflect the outstanding debt on the property plus reasonable transaction costs. If the
costs include any amounts paid for exit taxes or other transaction costs, such amounts must be
documented and justifidd be deemed reasonable.

b) If the debt is not being paid off, the debt should not appear as an acquisition cost on the development
budget.

5 1f the project involves a conveyance between i
outstanding debt on th@operty plus reasonable transaction costs and the debt is beingfpaid
through the development of the project, the costs shall be deemed reasonable. If the project involves a
conveyance between O6Rel ated par tebtessdbeiagpdid t her e
off, no acquisition costs may appear on the AHP Development Budget, or these acquisition costs will
be removed and the process noted in item b) below will be applied. The FHLB recognizes that such
acquisition costs may be considereekligible basis when an entity transfers its ownership interest to
a singlepurpose entity for tax credit projects, but, if the original ownership entity retains an interest
in the singlepurpose entity, no acquisition costs can appear on the AHP DewibBudget.
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a) If the market value of the property is reflected on the AHP Development Budget, as allowed under

other fundersdé guidelines, and the acquisition
appraisal, the costs shall be deemed reddenaowever, these costs are not allowed under the AHP
guidelines.

b) I n such fARel ated partyo conveyances where marKk
Budget, the devel oper fee wil]l be I imited to t
AAcquisition Costso net of fADeveloper fee. 0 Ot
by a ARelated partyo transaction where acqui si

6. If the property is sold to a project by a Membewyiding AHP subsidy to the project, or property
sold to the project upon which the Member holds a mortgage or lien, the market value of such
property i s de endedd-roerio adhdealst hat éd6aé value of the
appropriate aseflected in an independent appraisal. If the acquisition costs are not greater than the
value shown in the independent appraisal, the costs shall be deemed reasonable

7. The FHLB recognizes that a market value appraisal may not accurately reflect tladuiilbithe
property for projects that have subsidized rents or other subsidized financing. In addition to the
assessed value for tax purposes and the appraised value, the FHLB may also consider the value of
subsidy associated with a property and inclindg analysis in its determination of the reasonableness
of acquisition costs for such properties.

B. Total Project Costs

1. Total costs as shown on the AHP Development Budget are expected not to exceed $200,000 per unit.
For fAShelterodo propdedBpecin&lroppr pbomeshouanngo t

BN

AUnits, 0 total project costs are expected not

2. Analysis of project costs will consider the geographic location of the project, development conditions,
and other noifinancial household or project characteristics.

3. For projects that exceed the Total Project Costs guideline, a Sponsor must provide an explanation and
third-party documentation supporting the anticipated costs. Documentation may include estimates
generated & cost calculators such as RSMeans or Marshall & Swift, capital costs needs assessment,
guaranteed maximum price contract, at least two-{hétly contractor bids, etc. Thimhrty
documentation must be from a party who is not engaged as a developmemntaader and should
detail the specific line item costs impacting the total development budget and provide a justification
for extraordinary costs. Generalized statements regarding increasing material and labor costs are not
adequate justifications for Higr costs. The FHLB, in its sole discretion, will evaluate the
documentation and explanation presented and may disqualify or reduce the amount of subsidy
requested as deemed applicable and appropriate.

AHP funds cannot be wusedort ofirNeoany deot i ACo mmpmarcei &

The value of donated | and, mat eri al s, or profe
should not be included on the AHP Development Budget, even if that value is entered as a cost with

an offsetting source of fundgolunteer labor or sweat equity should never be included on the AHP
Development Budget under any circumstances. All other donated land, materials or professional labor
/ services must show an offsetting source of funds associated with the value dfregtaindentered

as a cost on the AHP Development Budget.

6. Even costs below the guideline must be determined to be reasonable. The guideline is not intended as
a Aisafe harbor. o The FHLB may review-tmsts per
costs, or use other measures to determine that development costs are reasonable.

C. Other Specified Line Costs:
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1. Developer Fee

a For projects that do not involve the conveyanc
developer fee percentagewile based on devel opment costs defi
developer fee, consultant fees, application preparation fees and similar costs, collectively defined as
ADevel oper fee. o

(1) Maximum of fifteen percent (15%) for rental and ownerghigjects involving new construction or
acquisition plus rehabilitation;

(2) Maximum of fifteen percent (15%) for rental projects involving only rehabilitation;
(3) Maximum of ten percent (10%) for ownership projects involving rehabilitation of occupied units;

(@ Ifthe Sponsor 6s empl oy-eceupiedaehab, apdef thé employeerafpor mtesn e r
include administrative or overhead expenses, no amount will be allowed for developer fee.

I f the Sponsor 6s e mploamypiecrashababutehe piayaefabor ratésmanoto wn e
include administrative or overhead expenses other than the cost of employee benefits, the project is
eligible for a developer fee up to the stated limit.

(c)I f the Sponsords empl oyees ar esheiogdone byrvdlunteersi n g
and/or contractors, the project is eligible for a developer fee up to the stated limit.

(4) Maximum of five percent (5%) for ownership projects involving only acquisition of properties by
new eligible homebuyers.

(5) Maximum of twenty pecent (20%) for rental or ownership projects involving new construction,
acquisition and rehabilitation, rehabilitation of ownership units for resale to eligible homebuyers, or
rental rehabilitation only. Sponsor must demonstrate that at least the ahourit®@ e vel oper f e
15 percent is put back into the financing of the project in the form of deferred developer fee or owner

equity.
b) For projects that involve the conveyance of pr
developer fee percentag wi | I be based on devel opment costs

AAcqui sition costso net of ADeveloper fee: 0

(1) Maximum of fifteen percent (15%) for rental and ownership projects involving new construction or
rehabilitation;

(2) Maximum of five percen{c%) for rental projects involving only acquisition by new owners.
2. LIHTC Pricing

a) Tax credit equity should be at least $0.90 per dollar of tax credit sold.

3. Soft Costs

a) Project soft costs, as shown on the AHP Development Budget, cannot exceed 25 pertant of to
project costs. For rental projects receiving tax credits, project soft costs cannot exceed 30 percent of
total project costs.
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Contingency

Project hard costs contingency cannot exceed 10 percent for new construction, 15 percent for
rehabilitation or daptive reuse, and 20 percent for historic rehabilitation of total hard costs less hard
costs contingency.

Project soft costs contingency cannot exceed ten percent of total soft costs less soft costs contingency.
Acquisition only projects are not allowealinclude haretost or softcost contingencies on their
development budget.

Capitalized costs

ACapitalized c ouptesetves,(opemtny restrves,geplacenseist eeserves, asset
management fees, and any other costs generally consajsreating expenses but shown on the
AHP Development Budget) may not exceed the following limits, except under the limited
circumstances described below:

For all rental projects, an amount equal to 12 months of total operating expenses, annual replacement
reserve, and total annual hard debt service expense as shown on the AHP Operating Budget.

For historic rehabilitation projects or those serving primarily special needs populations (excluding the
elderly), an amount equal to 15 months of total operatingresgse annual replacement reserves, and
total annual hard debt service expense as shown on the AHP Operating Budget.

For HUD 202 or 811 projects, or for other projects for which a governmental entity (such as HUD,
VA, or RD) requires, funds, and controlethse of replacement reserves, the amount of such reserves
may cause the total ACapitalized costsodo to exc

AHP subsidy cannot be used to pay for fACapital

Occupied rental rehab projects must document existingessand include them as a development
funding source

Contractor Costs

Tot al Contractor Costs must be no more than 14
construction management/overhead, contractor profit, and general requirements dividetbta} th
AHard costso net of these items.

Rehabilitation Costs for Ownerccupied Projects

Tot al AHard costso per unit must be bet ween $5
costso greater than $50, 000 egxmganwhyitwduld@otbet i me o
better to demolish and replace the unit. Proje

must justify that the rehabilitation is hecessary or not used exclusively for cosmetic improvements.

The rehab must be apprae for the homeowners being assisted. If special needs homeowners with
physical disabilities are included in the project, there should be a priority for rehab that improves
accessibility.

I f the Sponsords empl oy e e saba rates fq skilled vademand g t he
unskilled labor, and number of hours charged to the project, including administrative or overhead
costs, must be reasonable and comparable to amounts charged to gpyivatstomer for similar

activities in the projecarea. At disbursement, the FHLB may require documentation of market rates
for comparable | abor and or the Sponsordés indi

V. Affordability
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A. The contract rent (actual rent paid by the tenant plus any operating or rental subsidicabbgpiot
including utility allowance) charged for AH&ssisted rental units must not exceed 30 percent of the
gross income for a household of the maximum income and size expected to occupy the unit
(assuming occupancy of 1.5 persons per bedroom oretsOms per unit without a separate
bedroom). This requirement applies to all unit

B. Affordability is met if contract rents are established and subsidized with HUD Section 8 assistance or
under another assistance gmam using the same rent structure as the HUD Section 8 program.

C. For homeownership projects (except for owoecupied rehab projects), the monthly payment of
mortgage principal and interest, plus taxes, and insurance, must not exceed 31 percent of the

hosehol déds gross monthly income as determined :
D. Projects not meeting the AAffordabilityo guide
reduced.

V. Operational Feasibility (Rental Projects Only)
A. Stabilized Operations

1. Alloperationalf easi bi |l ity calculations will use figu
operationso where applicable. See definition
section of this Plan.

B. Operating Cash Flow

1. Project cash flow must be shown for theidential part of the project, separate from any cash
flows from commercial or neresidential operations or from social services.

a) The project should forecast positive resid
demonstrated on the AHP Operatingdget submitted at time of application.

b) The residential @ANet cash flowd cannot be
nonresidential, social services or other srental cash flows in order to meet this
requirement.

c) Nonresidential cash flowswust also be positive for the entire-i&ar period, and the nen
residential uses cannot depend on excess cash flow from the residential uses in order to be
sustainable.

C. Operating Income

1. If the project is relying on fundraising or other cash contributionany significant part of the
projectbés operating revenue, the Sponsor wil
fundraising, and the Sponsorbds Board of Dire
of such funds for the entire Y®aroperating period.

D. Inflation Factor

1. In projecting residential operating income and expenses in years two through 15, an application
must project reasonable increases for both income and expenses:

a) Generally, projected increases in income should not excesslplrcent.

b) Projected increases in expenses must be at least one percent greater than projected increases
in income, except for projects with rental subsidy agreements that require income and
expenses to be equal.

E. Tax Credit Projects
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1. Projects also receivg tax credits must submit the project pro forma as prepared by or for the tax
credit investor/syndicator and as submitted to the tax credit allocating agency. The estimates of
project costs and the projections of project income and expenses in thenmasfmuld match
the financial information submitted as part of the AHP application, as well as match the AHP
income targeting commitments.

VI. Reasonableness of Operating Costs (Rental Projects Only)

A. The FHLB will determine the reasonableness of proposed ¢ra a | costs based on
iStabilized operations and FHLBO&6s experience Ww
populations being served. Even costs below these guidelines must be determined to be reasonable.
The guidelineisnotinteded as a fAisafe harbor. o The FHLB ma

square foot, individual line item costs, or use other measures to determine that operating costs are
reasonable.

1. Vacancy Rate

a Projects must show a vacancy rate between
which may show zero vacancy. Loss of uncollected rent, bad debt, etc., is not permitted to

be included on the projectods irofamamy and e X
anticipated losses should be included in the vacancy rate.

2. Replacement Reserves

a) Al | rent al projects must show an annual fi R
Budget.

b) Such reserves should not exceed $400 per unit per year. Reserwes pet f or fiShel f
iGroup homed or fASpeci al purpose housingo
year.

c) For HUD 202 or 811 projects, or for other projects for which a governmental entity (such as
HUD, VA, or RD) requires, funds, and controlsthes e o f iRepl acement re
amount of such reserves may exceed the limits stated above. In such cases, satisfactory
documentation from the governmental entity is required for any exception to be considered
by the FHLB.

d) AHP subsidy cannotbeusedgoay f or fiRepl acement reserves:/
3. Operating Costs per Unit

a) Operating cost per unit as shown on the AHP Operating Budget should not exceed $5,000
per year for nonpermanent supportive housing projects.

b) Operating costperunitfér Per manent supportive housingo |
$5,500 per year.

c) Operating cost per fABedo for fAShelter
projects should not exceed $4,000 per year.

, 0 AG

B. Management Fees

1. AiManagement feesercamnhobfexXdNeéedi heomp, 0 as s
Budget unless satisfactory justification is provided to the FHLB.

2. AiManagement feeso for HUD 202 or 811 project:
as HUD, VA, or RD), the government entity maguire higher management fees. In such cases,
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satisfactory documentation from the government entity is required for any exception to be
considered by the FHLB.

C. Debt Coverage Ration

1. The fADebt coverage rati oo ( DCFRgFHLBreviewsevhemf s e
assessing the feasibility of projects with i
determine whether it is more likely than not that the project will remain viable during its
lifecycle. As such, the FHLB generally requires a@rojt 6 s DCR t o remain bet
through Year 15.

Not e: Exceptions to this requirement may be ma
with this requirement should not be considered a safe harbor.

2. For projects withoperddamd ecalpttndetsopdus ARe
equal to or greater than 80 percent of ANet |
D. Utilities

1. If the project will receive a utility allowance for the payment of utilities, utility costs shioeil
included in the Operating Expenses of the AHP Operating Budget on the Utilities for Apartments
line item. Otherwise, utilities should not be included in the Operating Expenses.

2. Utilities should not be included in the contract rent on the Rent & Seitedule of the AHP
Operating Budget.
E. Other Operating Costs

1. Site security may appear on AHP Operating Budget as a housing expense for any rental project
incurring such costs for project operations.

2. Case management, social services, etc., should not app@&tP Operating Budget as a housing
expense, but can be included in the Social Service line items. All social service costs must be paid
by an income source other than housing income.

VIl. Subsidy Limits
A. Subsidy per unit limits
1. Rental and ownership projects/blving new construction, acquisition, or acquisition and
rehabilitation may request no more than $50,000 per-Aktfble unit.
2. AShelter, 0 AGroup home, 0 0 Seuied rehhbilitptiorr ppojedse h o
may request no more than $15)Q@er AHReligible unit.
B. Projects may not request funds in excess of $1,000,000 or 75 percent of the total residential costs,
whichever is less.
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VIIl. Summary of Feasibility Guidelines

The following guidelines represent targets and parameters for use inidetgri@asibility of AHP
projects. Projects that deviate from these parameters will undergo additional review and
underwriting to determine the reason for, and the reasonableness of, the deviation. Projects that
are outside any of the guidelines may bectgdor the AHP subsidy request reduced.

Criterion (calculation)
Rental Housing:

Debt Coverage Rati(@et Operating Income at
AStabilized operationso |
Service)

Expense to Income Ratj@otal operating
Expenses + Annual Replacement Reserve] / Net Incon

Vacancy RatiQVacancy Loss / [Gross Residenti
Rents + ProjeebasedOperating or Rental Subsidy +
Utility Allowance])

Capitalized Costs
Historic Rehabilitation Projects or
Those Serving Primarily Special
Needs Populationgot elderly)

All PrOjeCtS(except special needs and historic
rehab projects)

Required Rangei Limit

Between 1.0@nd 1.50 through year 1fbr projects

with permanent debt)
O 8 (QJr %jects without permanent debt)

5%-10%(except for

AShel tero \

Maximum 15 months of Tot&perating
Expenses, Annual Replacement Reserve, ¢
Total Annual Hard Debt Service

Maximum 12 months of Total Operating
Expenses, Annual Replacement Reserve, ¢
Total Annual Hard Debervice

Annual Replacement Resemx&ual $1-3400 per A WdAaibnded p ¢
Replacement Reserve / Total Number of Units or Beds AiPer manent supportive housing
$1-$200 per TnfiBenkotep,&r

Net Cash F|OWNet Operating Income Annual
Replacement ReservesS ot a | Annual f
Service)

Operating Cost per Ungtotal Operating

Expenses / Total Number of Units or Beds)

Management Fee Percentaggagement
Fee / Net Income)

Tax Credit Sale Price per Dollar

AHP Implementation Plan
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home, 0 or ®B®pdédoiusl ngwr po oj ect

Must be positive through year 15

Maximum $5,000 per unitgonpermanent supportive
housing projects)

Maximum $5,000 per unitSi Per manent
housingo projects)

Maxi mum $4, 0GiBhepter, o

home, 6 and fiSpeci al purpose h

Maximum 10%

Minimum $0.80
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Tot al Proj ec trmaCo:
Acquisition Costs + Total Hard Costs + Total Soft Cost:
Total Number of Units or Beds

Total Soft Cost Percentagetal soft Costs
/ Total Project Costs)

Total Hard Costs per Unit for Owner
occupied Rehab Projects

Hard Costs Contingency Percentage
(Hard Costs Contingency / [Total Hard Costdard
Costs Contingency])

Soft Costs Contingency Percentage
(Soft Costs Contingency / [Total Soft CostSoft Costs
Contingency])

Total Contractor Costgonstruction
Management/ Over head + Col
Requirements] / [Total Hard CostgConstruction
Management/OverheddC o n't r a c t ioGergesmal P
Requirements])

Developer Fee Percentag@al beveloper

Fee / [Total Project Co$tTotal Developer Fee]; also see
below)

AHP Subsidy per UniaHp Requested /

Number of AHRassisted Units or Beds)

Total AHP Subsidy Requestedr

Requested / Total Residential Costs)

AHP Implementation Plan
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Maximum $200, 0 O0@®@ntaldade r

ownership projects)

Maxi mum $55, Qs@eipern,

homeo, and fASpecial purpose h

Maximum 25%nontax credit projects)

Maximum 30%tax credit projects)
Between $5,000 and $50,000

Maximum 10%newconstruction)
Maximum 15%rehabilitation or adaptive reuse)

Maximum 20%historic rehabilitation)

Maximum 10%

Maximum 14%

Maximum 15%(acquisition/new construction and
acquisition/rehab projects)

Maximum of 10%owneroccupied rehab projects {with
other restrictions and limitations})

Maximum of 5% (projects involving only acquisition of
properties by new owners)

Maximum of 20%acquisition/new construction and
acquisition/rehab projects when any amount over 15% is returnes
the project)

Maximum $50,00Qtradilional rental units and ownership
units involving new construction, acquisition, or
acquisition/rehabilitation)

MaXimum$15,00QﬁShelterc‘), AGrou
pur pose hou soccaped rehabilitatioroprojees)

$1,000,000 or 75% of the Total Residential
Costs, whichever is less
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IX. Financial Calculations:

A. AHP Development Budget

Total Project Cost Total Acquisition Costs + Total Hard Costs + Total Soft Costs (includagloper
Fee)

Total Development Cost(Total Acquisition Costs + Total Hard Costs + Soft CaostEdtal Developer
Fee (including any Consultant Fees, Application Preparer Fees, and Similar Costs)

Total Developer Fee Developer Fee and Developer Overhed@onsultant Fee + Application Preparer
Fees and Similar Costs

Developer Fee PercentageTotal Developer Fee / Total Development Cost

Total Soft Cost PercentageTotal Soft Costs / Total Project Cost

Total ContractorCosts ( Construction Management/ Over head +
Requirements) / (Total Hard Co$t€onstruction Management/Overhda@ o nt r actior 6 s Pr
General Requirements)

Total Hard Costs per Unit Total Hard Costs / Total Number of UnitsBeds

Hard Costs Contingency Percentagélard Costs Contingency / (Total Hard Cdstdard Costs
Contingency)

Soft Costs Contingency Percentag8oft Costs Contingency / (Total Soft CdstSoft Costs
Contingency)

Capitalized Costs
Historic Preservation or Primarily Special Needs Projects @atiterly) Maximum Total Reserves
(Tot al Operating Expenses + Annual Repl acement
12*150T ot al ACapitalized Costso
All Projects (except speciakeds and historic rehab projectdpximum Total Reserves(Total
Operating Expenses + Annual Repl acement Reserv
OTot al ACapitalized Costso

B. Operating Income & Expense

Net Income= (Gross Residential RentProjectbased Rental or Operating Subsidy + Other Incdme)
Vacancy Loss

Net Cash Flows Net Operating Incomie Annual Replacement Reservd ot al Annual iHar d
Service

Net Operating Income Net Incomd Total Operating Expenses (excluding ReplageniReserves)

Vacancy Ratie= Vacancy Loss / (Gross Residential Rents + Prdjased Operating or Rental Subsidy +
Utility Allowance)

Management Fee PercentagdManagement Fee / Net Income

Debt Coverage Ratie Net Oper ating | ncoenbet 0/ SleortvailceAnnual i

Expenses to Income Ratiq Total Operating Expenses + Annual Replacement Reserves) / Net Income

Operating Cost per Unit Total Operating Expenses / Total Number of Units or Beds
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Retention Agreement Requirements

l. Retention Agreement for Ownership Projects (AHP competitive
grant and Welcome Home Program grant)

The language below should be inserted into the Warranty Deed or as a Restrictive Covenant
to the Warranty Deed. If it is attached to the Warranty Deed as an addendum or attachment,
the Warranty Deed must reference the addendum or exhibit. If recorded as a Restrictive
Covenant, the document must reference the Warranty Deed.

Grantees, for and in consideration of receiving direct subsidy funds from the Federal Home Loan Bank of
Cincinnga i 6s (the FHLB Cincinnati) Affordable Housin
property and reside in this property as their primary residence for a period of five (5) years (Retention
Period) from the date of the loan closing or certificatid project completion.

()  The FHLB Cincinnati, whose mailing address is P.O. Box 598; Cincinnati, OH 4¥4#] is to
be given notice of any sale, refinancing, foreclosure, conveyance by deed in lieu of foreclosure,
assignment of the first mortgage to ®ecretary of HUD, or change in ownership of the unit
occurring prior to the end of the Retention Period.

(i) In the case of a sale or refinancing of the unit prior to the end of the Retention Period, an amount
equal to a pro rata share of the AHP Subsidyfthahced the purchase, construction, or
rehabilitation of the unit, reduced for every year the seller owned the unit, shall be repaid to the
FHLB Cincinnati from any net gain realized upon the sale or refinancing of the unit; unless:

The unit was assistegith a permanent mortgage loan funded by an AHP advance;

2. The purchaser is a very lewr low- or moderatéencome household as defined in the applicable
Federal Housing Finance Agency regulations for the AHP (in which case the retention period
ends with theeonveyance to such purchaser); or

3. Following a refinancing, the unit continues to be subject to a deed restriction or other legally
enforceable retention agreement or mechanism, incorporating the requirements of clauses (i), (ii),
and (iii) contained herni

(i)  The obligation to repay Subsidy to the FHLB Cincinnati shall terminate after any foreclosure or
conveyance by deed in lieu of foreclosure or any assignment of the first mortgage to the Secretary
of HUD.
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l. Retention Agreement for Rental Projects (AHP Grant < $750,000)

The language below should be inserted into the Warranty Deed or recorded as a Restrictive
Covenant to the Warranty Deed. If it is attached to the Warranty Deed as an addendum, the
Warranty Deed itself must reference the addendum or exhibitf recorded as a Restrictive
Covenant, the document must reference the Warranty Deed.

As a condition and in consideration of receipt of direct subsidy funds from the Federal Home Loan Bank

of Cincinnatiés (the FHLB Ci nHP), thewPaojeit Pwnér ffdr itselfd a b | €
and all successors, agrees that:

(i) The (AProject'so) rental uni:t
thereof, must remain occupied by and affordable for households with incomes at or below

(insert levels committed to bersed in the approved AHP

Application) or as modified by FHLB for a pe

the date of the issuance of the certificate of occupancy or certification of project completion,

(insert date);

(i)  The FHLB Cincinné, whose mailing address is P.O. Box 598; Cincinnati, OH 489B, is to
be given notice of any sale, refinancing, foreclosure, or change in ownership of the Project
occurring prior to the end of the Retention Period;

(i) In the case of a sale or refinargiof the Project prior to the end of the Retention Period, an
amount equal to the full amount of the direct subsidy shall be repaid to the FHLB Cincinnati,
unless the Project continues to be subject to a deed restriction or other legally enforceable
retenton agreement or mechanism incorporating the ineeligibility and affordability
restrictions committed to in the AHP application (as stated above) for the duration of the
Retention Period; and

(iv)  The incomeeligibility and affordability restrictions applibde to the Project terminate after any
foreclosure, deed in lieu of foreclosure, or assignment of the first mortgage to the Secretary of
HUD.
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lll. Retention Agreement for Rental Projects (AHP Grant > $750,000)

Unless otherwise approved in advance, angriting, by the Federal Home Loan Bank of Cincinnati (the
AFHLBO or the AFHLB Cincinnati o), al | Af fordabl e
than $750,000 in AHP subsidy will be subject to a promissory note and a real property security

instrument (e.g. a mortgage, deed of trust, a deed to secure debt, or other appropriate security instrument
under applicable law) between the Project Sponsor or Project Owner as mortgagor (as applicable based on
the structure of the specific AHP project) andM@mber as mortgagee, of a type that is customarily

used by the Member in the jurisdiction where the real property is located.

A. There must be a separate note and security instrument securing solely the AHP subsidy in connection
with the Project.

1. The note mat have a zero percent (0%) interest rate;
2. The note must have maturity period of 15 years; and,

3. The note must specify that repayments of principal and interest must be paid forthwith to the
FHLB.

B. Members should use the form of note and security instruthanthey would normally use to
document a similar loan for their own account in the same jurisdiction where the AHP project is
located. The Rider is a document designed to be attached to the Member's security instrument and
recorded with such instrument

C. The minimum retention requirements of the AHP Regulations must be incorporated under a rider to
the Memberés security instrument and must be r
provides a sample AHP Rider only as a guide when preparing &tspggific rider to the security
instrument. The FHLB makes no representation or warranty that a court will enforce these form
documents in accordance with applicable state law. The FHLB strongly recommends that each
Member have its counsel review the downts to address suitability and any state law requirements,
including but not limited to consumer credit laws, notary requirements, usury laws, recording
procedures and requirements, and requirements for mortgage states. The final note, security
instrumemt and rider to the security instrument mu:
jurisdiction.

D. Members should incorporate the Rider into the security instrument by adding the following provision
to the Memberds form of security instrument:

fiFederal HomeLoan Bank of Cincinnati Affordable Housing Program Retention Agreement
Requirements.The Rider to Security Instrument-ederal Home Loan Bank of Cincinnati

Af fordabl e Housing Program Retention Agreement
made a part hereof. The provisions set forth in the Rider shall supersede any conflicting provision
contained in this agreement, but only to the e

E. Finally, the FHLB recognizes that the Department of Housing and Urban Devekop@agnequire
subordination of other security instruments. If that is the case, please contact the FHLB Cincinnati for
a copy of a sample HUD/FHLB Cincinnati subordination agreement.
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RIDER TO SECURITY INSTRUMENT

FEDERAL HOME LOAN BANK OF CINCINNATI AFFOR DABLE HOUSING PROGRAM
RETENTION AGREEMENT

(Rental Project Receiving More Than $750,000 in AHP Subsidy)

This Rider to Security Instrument is attached to an
I nstrument o) . lincitdnyy &fi dteme $Sdeubietnefl nstrument i s
or grantor wunder the Security Instrument is referre
mechani sm agreemento referred to bel ow.

RECITALS :

A. Whereas pursuat to Section 721 of the Financial Institutions Reform, Recovery and Enforcement Act of
1989 (AFI RREAO), the Feder al Housing Finance AgQEe

Feder al Home Loan Bank to establoi)sh oamsAfifsdr dnebnl
each Federal Home Loan Bank to finance affordable housing for veryltow, and moderatencome
households.

B. Whereas the Feder al Home Loan Bank of Cincinnati. (
Affordable Housing Prograimmp | ement ati on Pl an (as the same may
AHP ImplementationPland) , and AHP policies, procedures, gu

among other things, feasibility, funding, monitoring, and modifying affordable hopsijects
participating in the FHLB Cincinnati6s AHP (toge
same may be modi fi edHLEB o®i ndimendtoi 3 meHPahebhMdi e
together with the AHP Regulations, collectivg AHP Requirements ) ;

C. Whereas Lender, a Member of FHLB Cincinnati, submitted an application to FHLB Cincinnati (the
AAHP Applicationodo) for an AHP subsidy (defined &
in the AHP Application and the impvements and tangible and intangible personal property associated or
connected therewith, al | of which is encumbered

D. Whereas pursuant to applicable regulations (including, without limitation, those contairl@dGrR
Part 1291) promulgated by the Finance Agency pur
of each Federal Home Loan Bank are required to provide for the repayment of any direct subsidy should
said direct subsidy or the Project or a portibthe Project be improperly used.

E. Whereas in connection with the Project, Borrower a
Housing Program Agreement (the AAHP Agreement 0)
which Borrower and Lender agretxbe bound by the AHP Regulations and perform certain monitoring
functions with respect to the Project and related AHP Subsidy (defined below).

F. Whereas Lender has advanced or agreed to advance the AHP Subsidy to Borrower in connection with
Bor r owehasksconsgtruction and/or rehabilitation of real property described in the Security
Instrument, and in connection with the AHP Subsidy, Borrower has executed the Security Instrument,
which includes this Rider.

G. Whereas the Parties desire to cause the meand Affordability Restrictions and related covenants and
restrictions required by the AHP Agreement to become recorded restrictions burdening the Project as
defined below.
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By signing the Security Instrument, Borrower hereby agrees as follows:

1. Project Information

Name and address of the Proje
Owner:

Name and addr e
Projecto:

AHP Project Number:

Amount of the AHP Subsidy:

2. AHP Subsidy. The secured obligation described in and secured by the Security Instrument represents the
A AHP S uuses in dopriection with the purchase, construction or rehabilitation of the Project.

3. Definitions. As used in this Rider, the following capitalized terms have the following meanings:

filncome and Affordability Restrictions0 me ans i nc ome edomodifeed or amjosted as a
annually according to the current applicable median income data from time to time with the approval of
FHLB Cincinnati and rent limitations such that the Project units are affordable for households with

incomes at or below thevels committed to be served in the AHP Application.

fLoanb means the advance of funds evidenced by the

"Loan Document$ means the Note, the AHP Agreement, the Security Instrument, and all other
documents relating to or securing the Note, each asvesh@mended, maodified, restated and extended
from time to time.

fiNoted0 means the promi ssory note secured by the Se

All other capitalized terms not otherwise defined herein or in the Security Instrument shall be as defined
in the AHPAgreement.

4. Covenants

a. The Project's rental units, or applicable portion thereof, must remain occupied by and affordable for
households with incomes at or below
(insert levels committed to be served in the approved AHP Application) or as modifiétLByfor
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a period of fifteen (15) years (ARetention Per
occupancy or certification or project completion, (insert date),

b. Each of FHLB Cincinnati and the Lender is to be given notice of anysaddinancing of the project
occurring prior to the end of the 4®&ar AHP Retention Period,

c. Inthe case of a sale or refinancing of the project prior to the end of yeat BAHP Retention
Period, an amount equal to the full amount of the direct dyliséiall be repaid to FHLB Cincinnati
unless the Project continues to be subject to a retention mechanism agreement incorporating the
income eligibility and affordability restrictions committed to in the AHP Application for the duration
of the 15year AHPRetention Period, and

d. The incomeeligibility and affordability restrictions applicable to the Project terminate after any
foreclosure, conveyance by deed in lieu of foreclosure or any assignment of the first mortgage to the
Secretary of HUD. However, anpligation to repay the AHP subsidy for any period of
noncompliance arising prior to the foreclosure, deed in lieu, or assignment to the Secretary of HUD
shall not be extinguished by such actions.

e. Inthe event that the AHP Subsidy is disbursed to the R@j@aer prior to completion of
construction of the Project, then at all times prior to completion, (a) any sale of the property (or any
portion thereof) to any person or entity shall be prohibited without the prior written consent of the
Lender; and (b) anfailure to develop the property in accordance with the AHP Agreement for the
Project, or any other failure by the Project Sponsor to comply with said AHP Agreement, the
Retention Mechanism agreement, or any AHP Regulation, shall result in a defaulbgequi
repayment of the subsidy to FHLB Cincinnati.

5. Inconsistent Provisions The provisions of this Rider shall supersede any conflicting provision contained
in the Security Instrument, but only to the extent of such inconsistency. No provision herdimshiall
any obligation of Borrower under the AHP Requirements.

IN WITNESS WHEREOF, Borrower has caused this instrument to be executed and sealed the day and year first
above written.

Borrower/Trustor Notary
By: By:
Name: Name:
Title: Title:
Date
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Requirements for the Welcome Home Program

l. General Program Description

A. The FHLB Cincinnati has established a-aside of Affordable Housing Program (AHP) funds to
help create homeownership through a program called the Welcome Home Prograrthittpfioe
percent of the accrual for the AHP will be-sside for the Welcome Home Program (WHP). Per
regulation, at least orthird of the funds will be used to assist fitishe homebuyers.

B. WHP funds are available to Members as grants to assist hgerebWHP grants are available per
househol dcomenfirsts efif fvierddt basi s . Househol ds are eli
income is at or below 80 percent of Mortgage Revenue Bond (MRB) or Mortgage Credit Certificate
(MCC) income limits, asd@justed for family size.

lI.  Member Eligibility

All Members are eligible to participate in the program and each Member is eligible to receive up to
$300,000 of WHP funds, subject to availability. Funds are not reserved for a Member, but rather all
fundsarereer ved f or specific homebuyemedrstaedvegeéecif
basis. As a result, funds typically are fully reserved before the majority of participating Members
reach the $300,000 per Member limitation.

lll.  Homebuyer Eligibility

A. In order to receive WHP funding, homebuyers must meet all of the following eligibility requirements.

1. Total household income must be at or below 80 percent of the MRB or MCC program income
limits, as adopted by the appropriate state housing finance agengsteddpr family size. The
FHLB will determine eligibility based on 80 percent of current MRB or MCC income limits as of
the programbs opening date for KY, OH, and T
(www.thlbcin.com).

The FHLB will determine household incorimeaccordance witthe Income Eligibility section of
this Planand will make the final determination of whether or not a homebuyer meets the income
requirements of the program.

2. Homebuyers must contribute at least $500 of their own funds toward down pandesibsing
costs (60 percent of these funds may be received as a gift).

a) Funds received from ngprofit or other organizations, including state and local government
agencies, for down payment assistancetogrant
reduce a homebuyero6és required contribution.

b) Funds paid for items outside of closing, such as hazard insurance, taxes, application fees, and
other items related to the purchase are con
cash contribution. &h items should be shown on the Closing Disclosure or with other
documentation provided.

B. Firsttime homebuyers must complete a homebuyer counseling program within 12 months of loan
closing.

1. The counseling program must be provided by, or be based, omawigegl by an organization
recognized as experienced in homeownership counseling;
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2. The counseling program must cover, at a minimum, mortgage financing; eredtiness,
household budgeting, and home maintenance; and,

3. WHP funds cannot be used to pay mibr@n $300 of the costs related to counseling.

C. Nonoccupant cesignors and ctoorrowers are not permitted. WHP funds are intended only for
homebuyers who would qualify for the first mortgage based on their current household income, not
relying on others aso-signors, ceborrowers, or guarantors, and not relying on any expected but
uncertain change in job status or income or other circumstances. That is, the Member's mortgage
approval should not be contingent on some change in status or income or baselthaneaon some
other party to pay or guarantee the payment of the first mortgage. Unless the Member is approving
the first mortgage based solely on the homebuy
funds.

V. Eligible Property

A. In order for a proerty to receive WHP funds, the property must meet the following criteria:
1. One to fourunits (Note: for any property with two or more units, 85 percent of the projected rent

of the other wunits wildl be incl udeednninggp t he h
eligibility.)

2. iManufactured housingo is eligible for WHP a:
definition.

a) The dwelling is built on a permanent chassis and installed on a FHA Title Il permanent
foundation system.

b) The home and the lot must taxable together as real property.
¢) WHP funds may not be used for any other type of manufactured or mobile homes.

d) Funds will not be reserved until proper documentation that the property meets the
AManufactured housi ng @docunertatiom mayincdude an EHAr e c e i v
appraisal or an independent appraisal.

B. The housing assisted with WHP funds must be subject to a legally enforceable restriction in the
warranty deed or restrictive covenant to the warranty deed requiring that the FHLRhagfice of
any refinancing, sale, foreclosure, deed in lieu of foreclosure or change in ownership of the unit prior
to the end of a fivgrear retention period. In some instances, homebuyers may be required to pay back
a pro rata amount of the WHP grainthe home is sold, refinanced, or otherwise conveyed during the
fiveeyyear retention period. The specific Aretenti
Agreement Requirements section of this Plan an
(www.thlbcin.com).

C. WHP may be used only in transactions which convey full title to the homebuyer. WHP may not be
used to initiate leaspurchase or land contracts.

D. WHP may be used for new home construction. The WHP reservation is valid until December 2, 2019.
Any construction must be complete, the first mortgage permanent loan must be closed (or the
construction/permanent loan must be converted to a permanent loan) and funds must be requested no
later than December 2, 2019.

E. The FHLB reserves the right to determineet¥ter a property is considered eligible.
V. Eligible Uses of Funds
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A. The following outlines eligible uses of WHP funds:

1.

WHP funds may be used to fund reasonable down payment and closing costs incurred in
conjunction with the acquisition of eligible property digible homebuyers as defined in these
procedures. (Note: The reasonableness of the down payment and closing costs is determined at
the FHLBOs discretion.)

WHP grants may not exceed $7.500 for honorably discharged veterans and active military
homebuyers 10$5,000 for all other homebuyers, based on documented need, as determined by the
FHLB.

WHP funds may be used in conjunction with other local, state, and federal funding sources and

with the FHLB6s Community I nvest meondsmawsh Ad:
not be used with an existing or future award
Program or through any of the FHLBO6s volunt a

A portion of the funds awarded may be used to pay for the reasonable costs of cgpnettn
exceed $300) for homebuyers purchasing AHP assisted housing if the cost is not covered by
another funding source.

WHP is not intended for any purchases requiring any significant repair or rehabilitation.

a) If more than $500 from the buyer is to éscrowed for repairs, the property is not eligible for
WHP funds without the advance written approval of the FHLB prior to closing. Note: If the
Closing Disclosure reflects escrows for repairs and the Member did not seek approval prior to
closing their loa, the Request for Payment of Reserved Funding may not be funded
regardless of the amount of escrow or any funds brought to closing by the homebuyer.

b) If any funds are escrowed for repairs, the funds must come either from the seller or from the
b uy e r dusds,enwaddition to the required $500 homebuyer cash contribution.

c) If any funds are escrowed for repairs, WHP funds will not be disbursed until the Member
certifies that:

(1) All repairs were required for mortgage approval as documented in the appraisal;
(2) All repairs have been completed; and
(3) All escrowed funds have either been disbursed or released.

d) All payments from escrow funds for repairs should be made only by the closing agent and
such payments should be made directly to the materials and/or serviddezdynder no
condition should escrowed funds be paid to the homebuyer.

e) If any unused escrowed funds are paid or otherwise released to the homebuyer, the WHP
grant will be reduced by a like amount, unless such funds were originally provided by the
borrower. In lieu of releasing unused funds to the homebuyer, the unused funds may be
applied as a prepayment of the first mortgage principal.

VI. Ineligible Uses of Funds

A. WHP funds may not be used for any other purposes except those specifically statevididve.
funds may not be used to pay for significant repairs (i.e. repairs in excess of $500), pay off consumer
debt, buy down the mortgage rate, etc. If the FHLB determines that funds were used for an ineligible
expense, the grant will be reduced by the amofithe ineligible expense unless the homebuyer
brings adequate funds to the closing to meet the required $500 homebuyer cash contribution and
cover the amount of the ineligible expense.
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B. WHP funds may not be used for any loan with collateral other Heasubject property. Blanket
|l oans (l oans with car s, boat s, CDO s, or ot her

C. WHP funds may not be used for purchases financed with HUD 203(k) mortgages.
VIl. Requirements for Members

A. The Member whoreseves t he WHP funds must originate the
but is not required to close the loan in their name.

1. After closing, the first mortgage may be sold or assigned.

2. If a Member wholly owns a mortgage company and that company origjifirsternortgage loans
only for the Member, the | oans may be origin,
the name of the mortgage company, Member or any investor.

3. If a Member wholly owns a mortgage company and that company also originatemfitgage
loans for financial institutions other than the Member, then that mortgage company must originate
the first mortgage in the name of the Member in order to access WHP funds. However, the
mortgage company may close in the name of the mortgageaogmmdember or any other
investor.

4. Seller financed mortgages are not acceptable.

B. The FHLB will establish a maximum rate of the first mortgage loan by adding a risk adjustment for
lower income or lower credit quality borrowers to estimate the current nratkdbr 30year fixed
rate mortgages. The stated first mortgage rate may not exceed the rate determined as defined in this
document. If the stated mortgage rate exceeds the allowed amount, the loan is not eligible for WHP
funds. The maximum mortgage rdte 2019 is 8.50 percent.

C. The rate on any second mortgage cannot exceed the stated maximum rate permissible for the first
mortgage by more than three and-tvadf percent (3.50%).

D. WHP funds may not be used in transactions involving a second mortgagaegrbyian individual
as seller. Second mortgages provided by formal organizations, including financial institutions,
Community Development Financial Institutions, housing finance agenciegrafihorganizations,
etc. are acceptable.

E. WHP funds may not based with interesbnly mortgages. If used with adjustable rate mortgages, the
mortgages should be underwritten at their fully indexed rates.

F. WHP first mortgage loans must comply with applicable federal, state and loeptegtditory lending
laws, reguldions and orders designed to prevent or regulate abusive and deceptive lending practices
and |l oan terms-Pfedlat®octyi Leling, nfAhtaiws 0) .

1. Anti-Predatory Lending Laws may prohibit or limit certain practices and characteristics,
including, but ot limited to the following:

a) Requiring the borrower to obtain prepaid, sirgfemium credit life, credit disability, credit
unemployment, or other similar credit insurance;

b) Requiring mandatory arbitration provisions with respect to dispute resolutibe ioan
document; or

c) Charging prepayment penalties for the payoff of the loan beyond the early years of such loan.

2. Any project including a loan that does not comply with all applicable-Anédatory Lending
Laws will be ineligible for WHP assistance.

AHP Implementation Plan _ Page 77
©2019 Federal Home Loan Bank of Cincinnati, all rights reserved. Effective January 17, 2018



N\
L

3. The WHP transaction may not include sirglemium credit life insurance. If the Closing
Disclosure shows a charge for singlemium credit life insurance, no WHP funds will be
disbursed.

4. Members are responsible for avoiding all unlawful practices and mohgited by applicable
Anti-Predatory Lending Laws for loans originated in connection with Welcome Home.

G. The FHLB will not provide WHP assistance to any homebuyer with a permanent first mortgage that
exceeds the annual percentage rate or points anthfesholds of the Home Ownership and Equity
Protection Act of 1994 and its implementing regulations (Federal Reserve Board Regulation Z).

H. Members must take care to comply with all applicable civil rights and other fair housing laws and
regulations. The FaHousing Act prohibits discrimination on the basis of race, color, religion, sex,
handicap, familial status, or national origin in the sale, rental or advertising of dwellings, in the
provision of brokerage services, or in the availability of residergalestateelated transactions.

I. Funds must be requested to assist the homebuyer to purchase the specific home by December 2, 2019
That is, the Request for Payment of Reserved Funding must be received by the FHLB by December 2,
2019 or the reservationilwbe cancelled.

J. If WHP funds have been disbursed to the Member and the funds are misused, or if the housing is sold
or refinanced during the fivgear retention period, the FHLB may require repayment of all or a
portion of the funds pursuant to the rdgten language in the warranty deed.

VIll. Reduction in WHP Amount

A. If the homebuyer receives any cash back at closing, as indicated on the Closing Disclosure, the grant
will be reduced by a like amount. However, instead of receiving cash back at closing,eanyseth
excess WHP funds may be applied as a fiprepayme
mortgage and such use must be shown on the Closing Disclosure.

B. Any funds, regardless of the amount, indicated on the Closing Disclosure as earnest methey, wh
paid by cash, check, or note, are considered a partial down payment and no amount of the earnest
money can be refunded or returned to the homebuyer. If the Closing Disclosure indicates that earnest
money has been refunded or returned to the homeltiwgeWWHP grant will be reduced by the
amount of earnest money refunded or returned.

C. If any WHP funds appear to be used for an ineligible purpose, e.g., paying off consumer debt, the
WHP grant will be reduced by a like amount. Any amounts paid for thede &f items must come
from the buyerdéds own funds, in addition to the

IX. Funds Available for 2019

A.For 2019, up to 35 percent (35%) of the FHLBOS
set aside for WHP Bgram.

B. At least onghird of the total amount available through the program is reserved fetirfiest
homebuyers. The FHLB will track the use of WHP funds for-firee homebuyers and will impose
no special requirements as long as this targeting is beghg

C. Once all available funds have been reserved, the FHLB will no longer accept any new Reservation
Requests.

X. Schedule for the 2019
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A. WHP funds will be available for reservation beginning on March 4, 2019, and will remain available
until all funds have beereserved. Any Reservation Requests received before that date will be denied.
The Reservation Requests and Requests for Payment of Reserved Funding can only be submitted
through the AMembers o@wwfybgingpmge of our website

B. All WHP Requests for Payment of Reserved Funding must be submitted to the FHLB by 5:00PM
(ET) on December 2, 2019 or the reservation will be cancelled.

Xl. Reserving WHP Funds

A. Funds will be allocated onfaf rconmtfirsts er vedo basi s. Member s are 1
amount of WHP funds.

B. Funds will be reserved only for specific homebuyers purchasing specific homes and reservations
cannot be transferred to other homebuyers or to other homes.

C. A Resrvation Request will not be reviewed unless it is submitted online and the following
documentation is received by the FHLB.

D. Toreserve funds, the Member must:

1. Access the FHLB6s AMembers Onlyodo website at

t he mbde s Onl yd website, please contact the n
institution or cont act-781-30% (8RBG b:BFPMETS,er vi ce De

2. Access the WHP section and complete a Reservation Request; and,

Submit the following requiredadlc u ment s t o t he FHLB by wuploadirt
Onlyo portal. Email ed or faxed documents wil/

a) A completed, signed, and dated loan application (generally a Uniform Residential Loan
Application);

b) Third party documentation for all samas of current year income for all persons who will
reside in the home. (See Guidelines for Determining Income); and,

c) An appraisal if the subject property is a 7

E. During periods of peak demand, it may take four weeks to review and appRe&ervation Request.
If the information submitted is incomplete, it might take longer. Funds are not reserved and the loan
should not close using WHP funds until the FHLB has given approval.

F. A homebuyer is considered dRegervatibnlReqdestisiapproveth e WH

G. Income eligibility will be determined based on income documentation required at the time the
Reservation Request is submitted and wil be b
annual income for 2019 basedorthhousehol dés i ncome i nformati or

Request is submitted.

H. The FHLB will perform a preliminary review of the Reservation Request and the documentation
submitted to determine eligibility of the homebuyer, availability of funds iptbgram, and
availability of funds for the Member. If any of the information is incomplete, additional
documentation or information may be required.

. Written notification wil!/| be provi diod: t o t he M
Submission ahe Reservation Request does not constitute a reservation of funds; funds are reserved
only upon the written notification from the FHLB.
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Closing Instructions

The FHLB has provided specific instructions which Members, or their agents, should use in closing
mortgages using WHP funds. That information i s g

XIIl. Disbursing Funds

A. WHP funds will be disbursed only after completion of construction, if applicable, and after closing of
the permanent first mortgage upon receipt of the followisdjtional information.

B. To request funds, the Member must:

1. Access the FHLB6s fAMembers Onlyo website at
the AMembers Onlyo website, please contact t
institutionorcontact he FHLBO6s Se ¢781i3096 (8:B0e =00 PMET); 800

Access the WHP section and complete a Request for Payment of Reserved Funding; and,

Submit the following required documents to the FHLB by uploading them to the "Members
Onl y o por t daked doEumants wik ribt be accepted.

a) A Closing Disclosure, signed by the buyer;
b) The Warranty Deed containing the AHP retention language for esaueipied projects;

c) A fully executed Welcome Home Retention Language Acknowledgement for FHA loans.
(Only required for FHA loans)

C. Funds will be disbursed only to the extent they are required to fill the gap for down payment, closing
costs, and counseling fees. Cash back to the homebuyer, including the return of earnest money,
constitutes a reduction in the fundigap and will result in a reduction in the WHP grant. Therefore,
instead of returning earnest money or cash to the homebuyer, the FHLB encourages the application of
excess WHP funds in the form of a fApmgapaymento
which must be shown on the Closing Disclosure.

D. During periods of peak demand, it may take six weeks to review and approve a Request for Payment
of Reserved Funding. If the information submitted is incomplete, it might take longer.

XIV. Repayment of WHP Funds

A. Under certain circumstances, the recipient of WHP funds may have an obligation to repay part or all
of the grant funds received. The provisions are stated in the retention language required to be included
in the warranty deed for the property. Gengrall

1. If the home is sold within the fivgear retention period, the recipient of the WHP grant might be
required to repay a pro rata portion of the WHP grant. If the home is sold to an-eligitvle
household, no repayment is required and the retentiafispyo terminates.

2. If the home is refinanced during the five year period, the recipient of the WHP grant may be
required to repay a pro rata portion of the WHP grant. However, if the retention language remains
in the warranty deed after the refinancingrepayment is required even if the owner receives a
net gain from the refinancing.

3.1 f the home/ mortgage is foreclosed, no repay
foreclosureo or an assignment &oUDistreatddbs/a f i r s

foreclosure.

B. To determine the required payment, if any, the owner should contact the FHLB.
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C. Pursuant to the retention requirements, the owner is required to give the FHLB notice of any sale,
refinancing, foreclosure or deed in lieu ofdolosure.

XV. Other WHP Documents

Other information about the WHP program, including required forms, instructions, and other documents,
are provided on the FHLBG6s website. This infor me
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Suspension andDebarment

. Objective

To protect the integrity of the Housing & Community Investment Programs, including without limitation
its Affordable Housing Program (AAHPO) J[coll ecti
by the FHLB Cincinnati, by ensuring thatlg honest, ethical, applicatiasompliant and operationaly

compliant and otherwise responsible persons and organizations participate in these Programs.

Pursuant to 12 C.F.R. § 1291.8(qg), the FHLB may Suspend or Debar a Member, project Sponsor, project
Owner, or any other fAMateri al partyo to a projec
Housing Programs (AHP) if such party shows a pattern of noncompliance, or engages in a single instance
of flagrant noncompliance, with the terms of an agation for one or more AHP subsidies or with the

AHP regulations found at 12 C.F.R. part 1291 (cc
Additionally, the FHLB has approved the extension of these procedures to participants in all HCI

Programs.

. Definit ions

The following definitions are to be read consistently with those in 12 C.F.R. §1291.1 and the definitions
contained in 81291.1 are incorporated herein.

fi B o airmagans the Board of Directors of the FHLB.

i De b a rimeans ab action taken by the FHtt&t, for a specific period of time, unconditionally
excludes or disqualifies a person or company from participating in any applied for or granted HCI
Programs or from receiving disbursements of funds (or further disbursement of funds) from any Project,
whether or not yet operational.

AExcl uded iRmans theeoSiciallistisgtofgparties that are excluded from receiving Federal
contracts, certain subcontracts and certain Federal financial and nonfinancial assistance and benefits, as
published invww.epls.gov

A Fi nanc el mdanethed-gderal Housing Finance Agency.

fi Me mbianeanms any institution which has been approved for membership in the FHLB and has
subscribed for and retains the stock of the FHLB.

A©®her Pmayincluges lhut are not limited to key persons who play a significant role in a Project.
fi O w n lemeans an entity that holds title to real estate related to a Project.

i Re g u | -amméansarridance Agency regulation as published indkde 6f Federal Regulations, or
any modification or amendment thereof.

i P r o j mearts a specific project, regardless of date of completion, deemed by the FHLB as eligible
for and which has been awarded or received subsidies under an HCI Program.

fi S p odi sneans an organization or public entity that:

1. Has an ownership interest (including any partnership interest in an AHP project), as defined by
the FHLB in its AHP Implementation Plan, and

2. Isintegrally involved in a Project, such as by exercising cootretf the planning, development,
or management of the Project, or by qualifying borrowers as eligible and/or providing or
arranging financing for the owners of the Project units
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i Su s p eineans an action taken by the FHLB that, for a temporary pefittie, conditionally
excludes or disqualifies a person or company from participating in HCI programs or from receiving
disbursements of funds (or further disbursement of funds) from any Project, whether or not yet
operational. A suspension has a progreide effect, applying to all HCI Programs.

I[l1l. Process

A. Grounds for Suspension

The FHLB or the Finance Agency may su
partyo from participation in any of t
one of the following reasons:

1. Failure to comply with one or more applicable Program requirements;

2. Failure to meet one or more of the commitments made in the approved or modified Program
application;
Failure to provide requested documents in a timeyner;

Consistent lack of progress towards completion of existing projects that result in numerous de
obligations and or extension requests;

5. Consistent pattern of noncompliance with approved or modified application commitments that
result in numerous mdfttation requests or cure periods;

6. Involvement in Projects which experience excessive vacancy, foreclosure, delinquent taxes
resulting in Sheriffodos sale, retention compl

7. Suspicion that a crimeor some other serious cause affectsapari pant 6 s present
may have occurred; or,

8. Any other performance or compliance issues, including those specified as Reasons for Debarment
noted below, that the FHLB or Finance Agency believes warrant a suspension.

B. Reasons for Debarment

The FHLB or the Finance Agency may debar a Member, Sponsor, Owner or Other Party from
participation in any of the HCI Programs, including (without limitation) AHP, for any one or more of
the following reasons:

1. A demonstrated pattern of noncompliance or a simgince of flagrant noncompliance with a
Regulation or the terms of an application for subsidy;

A required repayment of AHP or other subsidy is triggered due to noncompliance;

Commitment of fraud, mismanagement of properties, or other negligent actibleathto the
financial distress or foreclosure of a project;

Abandonment of a project;

Suspicion of fraud, antitrust violations, forgery, bribery, falsification of records, making false
statements, making false claims, conspiracy, failure to complyapjthicable related statutes

(such as the Fair Housing Act, the Americans with Disabilities Act, etc.) and regulations

thereunder, and other offenses indicating a lack of business integrity or business honesty that
seriously and directly affects adverselg& r son' s or entityds present

6. Suspicion that a crime or some other serious cause may have occurred that affects a person's or
organi zationb6s present responsibility;
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7. Any other performance or compliance issues that the FHLtBeoFinance Agency believe
warrants debarment, including repeated suspensions from any HCI Programs;

8. Debarment, suspension, exclusion or disqualification by HUD or a state or federal government
agency, or in case of inclusion on the Excluded Partiesdrist;

9. Debarment or suspension by another participant in any HCI program.

For purposes of any of the above reasons for debarment or suspension, the improper conduct of any
officer, director, shareholder, partner or employee (or of any other individual)eottigy shall be

attributed to the entity for which they work when the improper conduct occurred in connection with that
individual 6s performance on behalf of such entit

V. Notice of Suspension or Debarment

As part of the normal course of business, the Fiidy provide, separately or as part of any other
communication, a written warning to the appropriate person or entity of the potential for suspension or
debarmentbut failure to do so wil!/ not affect. the FF
Due to timing or the nature of the circumstances surrounding the matter, the FHLB may forego a written
warning and immediately, upon approval by the Board or any subgroup of FHLB directors designated to

act for the Board (or at the direction of the Fioew\gency, all as noted herein), suspend or debar an

entity or individual from access to or further funding from any HCI Programs. At a minimum, any

notification will include the following:

A. Notification of the suspension or debarment;
B. The reason(s) for spension or debarment;
C. The repercussions of the suspension or debarment; and,

The effective and end date of the suspension or the effective and end date of the debarment (normally,
unless otherwise specified by the Board, suspensions shall not be lomgsvehlva (12) months in
duration and debarments not longer than three (3) years in duration).

V. Decision Making and Appeals Process

In the event the FHLB determines that an individual or organization warrants suspension or debarment
from participation in anpf the HCI Programs, a recommendation will be submitted to the Board or any
subgroup of FHLB directors designated to act for the Board. The recommendation will be reviewed by
the Board along with all relevant facts. A final determination to suspend ar delentity or individual

will only be effective upon the approval of such action by the Board and the twelve (12) months or three
(3) year period shall commence on that date.

Upon approval by the Board, the FHLB will provide written or electronic wotfit i on of t he Bo
action to the affected parties. While the suspension or debarment period will commence upon approval by
the Board, the suspended or debarred entities will have ten (10) calendar days from the date of
notificati on t decisoop phe pefsontothestity maylreBuies the Board in writing to
reconsider, revoke or modify the suspension or debarment for the reasons specified in the appeal. The
Board or its designee shall consider the appeal within 60 calendar days of redemmbeal and may

uphold, deny and/or modify the results of the appealed decision.

In addition to the Board, the Finance Agency has the authority to order the FHLB to suspend or debar a
Member, Sponsor, Owner, and/or Other Party from participation in e ifsuch party shows a pattern

of noncompliance, or engages in a single instance of flagrant noncompliance, with the terms of an
approved application for AHP subsidy or the requirements of the AHP regulation. In the case of Finance
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Agencyinitiated suspesion or debarment, Board action is not required. The FHLB will notify a Member,
Sponsor, Owner, and/or Other Party of any such action ordered by the Finance Agency.

In the event that the FHLBG6s Credit Rfingnkial Manager
viability of a Member as documented in the FHLBGC
act endangers the Projectédés viability or the FHL

Member may be subject to immediate srson without Board approval.

Additionally, upon the discovery of facts and circumstances that FHLB management believe may warrant
a suspension or debarment, the FHLB may temporarily suspend an individual or entity until the Bank
either completes its resiv of the matter or the Board has an opportunity to review the circumstances of
the suspension or debarment recommendation. During this process, the FHLB may also suspend any
pending disbursements (or further disbursements) on Projects involving thduadlior entity, whether

or not yet operational. Such temporary suspensions are subject to the approval of the Community
Investment Officer and President & CEO (or his/her designee).

Finally, consistent with the FbthBdnber, BuwnsoritGwner,ng F
and/or Other Party is noncompliant with the applicable requirements, the person or entity may be subject
to immediate suspension without Board approval.

Reinstatement

A Member, Sponsor, Owner, and/or Other Party may havespesasion or debarment lifted under

certain circumstances, subject to the approval of the Board or Finance Agency, as the case may be. (Note:
in the case of suspension due to a noncompliance
the issue of nmcompliance may lift the suspension, without need for Board approval.) If a party has been
suspended or debarred, the party may be reinstated upon submission to the Board of evidence
(satisfactory to the Board in its sole discretion) that the issue(sh¢etdthe suspension or debarment

has been resolved. All requests should be submitted to the FHLB in writing. The FHLB will review the
request and submit it to the Board or Finance Agency, as the case may be, for review. After the Board has
reviewedthee quest , the FHLB will notify the appropria

In the event that an organization was debarred by the Finance Agency, the FHLB will submit the
organi zationds request f or r enotifistheadrganipaton oftheé o t he
Finance Agencyds decision regarding reinstatemer

Reporting

The FHLB will periodically report to the Board, the number of currently suspended and debarred
individuals and entities, as well as the nature of their susperasiodndebarments. Additionally, the
FHLB will publish on its websitewww.fhibcin.com) a continuallyupdated list of those individuals or
entities that are currently suspended or barred from participation in anytd€tHerograms.
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Income Eligibility Guide

Income Eligibility Requirements

This document sets forth the income eligibility guidelines for the Affordable Housing Program (AHP)

and the Welcome Home Program (WHP) of the FHLB. Participating Members and Spprgect,

owners and management companies (herein identified as Sponsors) must use this Income Eligibility
Guide to calculate a househol ddés annual i ncome &

Eligible households must have annualized incteae than or equal to 80% of HUD AlIbased on

household size for the county in which the AtldPWHP-assisted housing is located. Additionally for

AHP projects, households must fit within the income targeting requirements of the project providing the
howsing. For the AHP, a household is qualified based on the date an AHPRoval Request is

submitted for ownership projects and the date a household moves into a unit for rental projects. For the
WHP, a household is qualified based on the year in whight Me mber 6 s | oan applica
FHLB will confirm household income for the specified year, household size, and property location.

Determining Household Size

AHousehol do size is based upon the nemtheAHPof pec
or WHP-assisted housing unit. Divorced or separated parents who have joint custody of their children
should include the children in their household count, if the child or children will reside in the home at
least 50% of the time. Additionallyf the parent can claim the child or children as dependent(s) on his/her
tax return for the application year, the child or children should be considered in the household count.
Parents who do not have custody should not include the child or childtegirihausehold count.

Students who are considered dependents and are not living at home while attending school should be
included in the household count. Unborn children, adoptive children, foster children, wards, lodgers, or
employees who share the howgare also included in the household count. Persons living alone in a
housing unit or a group of unrelated people sharing a housing unit such as partners or roomers are also
counted as a household.

What is Household Income?

AHousehol d i ncobmeme dneaamrsu &lheearomed Al ncomed of a
in a given dwelling unit when the household is qualified by the Member or Sponsor for participation in

the AHR or WHP-assisted housing. Unearned income is included for all occupantg]lesgaof age.
Current circumstances wil|l be used to anticipat e
by annualizing current Alncome. 0 AHousehold i ncc
and Calculating Annual Income as ondd in this Guide.

Whose Income Should be Included?

Married individuals are not required to include
or if a written statement is provided by the absent spouse explaining he or she will notbepamio

Any financial support provided by the separated spouse to the qualifying household should be included as
part of the household income.

! Referencesto HUD AMIsreferto Multifamily Tax Subsidy ProjectéMTSP)limits set by HUD for the AHP and Mortgage
Revenue BongMRB) or Mortgage Credit Certificate (MCdi)nits set bythe appropriate state housing finance agerfoies
the WHP.
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Income for ceborrowers must be included in household income calculations. Transactions including non
occupanto-signors, guarantors, or other rRoccupying ceborrowers are not eligible for an AHP or
WHP grant.

Please note that income of-babitant partners/spouses must be included in household income, even if
only one of the partners/spouses is on the rentabmebuyer application, lease, mortgage, or note. Also,
income of temporarily absent family members such as active military must be counted if that person
intends to reside in the home. Household income is based on occupants, not applicants. Income is

ind uded in a householdbés annual income calcul ati
Household Member Include Income?
Head of Household Yes
Spouse Yes
Co-Head / CeHabitating Partner Yes
Temporarily Absent Household Member Yes, if they will reside in the home
Other Adult, 18 years or older Yes
Full-time Student No, UNLESS they are Head of Household,
Spouse, Cdlead, Partner, or GBorrower
Dependent, 17 years or younger, including No, UNLESS they are receiving Social Security
adoptive children or Supplementabecurity Income
Foster Child or Wards No

Live-in Aide, Employees who share the housin¢ No
or lodgers

Income Documentation

The Aptahritryd i ncome documentationd must be dated t
applicable, forthe WHRi Th-padty i ncome documentationod must b
submission to the FHLB for the AHP. Regardless of the income documentation provided, the name of the
household member, employer name or income source, and the gross amount of incomeeti@do
member receives must be clearly shmdymcomd8 he f ol | ¢
documentation. 0

At least two consecutive pay stubs
Verification of Employment (VOE)

Social Security, Supplemental Security Income or Veterans Adnaitiist benefits award letter
or payment history from the Social Security Administration or other government/authorizing
agency

T Two yearsd most recent compl et e, signed fede]
seltemployed household members dA Preapproval Requests submitted prior to July 1)
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T Pr evi ou s2spntydor AHB Pripproval Requests submitted prior to July 1(not
permitted for the WHP unless match application year)

1 Annuity or pension award letter or two consecutive bank statismenfying payments received
from annuities, pensions, insurance policies, assets, etc. (bank statements cannot be used to verify
any other income source)

9 Alimony or child support agency printout, case documents, court order, divorce decree, or
notarizedstatement from payer to payee

1 Copy of appraisal or current lease for any rental property owned or if purchasihfpany
dwelling

Certification of Zero Income

Benefit notification |l etter from authorizing
compensation, or disability income

1 Copy of school transcript or letter from school to verify-firhe student status
Annual Income

The method used to determine the annualized income amount will vary depending on the type of income.
However, all gross cuent pay from ALL sources must be considered in determining the annual income

of a household. The income the Member or Sponsor uses to qualify a household can be very different than
the income used to qualify for an AHP or WHP grant. Sponsors and Membespansors should utilize

the Income and Affordability Workbook availablevatw.fhlbcin.comto calculate income if they are
unsure of a househol ddés qualification.

A. Income Inclusions

Below is a list of items includeid household income. The list is not meant to be exhaustive, and
there may be exceptions. Pl ease contact the FH
Investment staff with any questions.

1. The full amount, before payroll deductions, of wages and salaxiegjme pay, commissions,
fees, tips and bonuses, and other compensation for personal services; and,

The net income from operation of a partnership, business, or profession; and,
Interest, dividends, etc.; and,

Payments in lieu of earnings, such as unempime nt benefits, disabilit"
compensation, and severance pay; an,

5. The full gross amount of periodic payments from Social Security, annuities, insurance paolicies,
retirement funds, pensions, disability or death benefits, lotterisss tinheritances, and other,
similar types of periodic payments received; and,

All regular pay, special pay, and allowances of a member of the Armed Forces; and,
Income from assets (if generating regular payments to the household); and,

Welfare assistamg and,

© © N o

Regularcontributions and gifts (monetary or not) from persons outside the household. This may
include rent and utility payments paid on behalf of the household and other caskcashon
contributions provided on a regular basis; and,

10. Alimony, child support, etc.; and,
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For 24 unit dwellings, 85 percent of the projected gross income for such units.

B. IncomeExclusions

Below is a list of items excluded from household income.

1.
2.

10.

11.

12.
13.
14.
15.
16.
17.

18.

Income from employment of children (including foster children) underdgkeof18 years;

Payments received for the care of foster children or foster adults (usually individuals with
disabilities, unrelated to the household, who are unable to live alone) or adoption assistance;

Lump-sum additions to household assets, such asitahces, insurance payments (including
payments under health and accident insurance and worker's compensation), capital gains, and
settlement for personal or property losses;

Amounts received by the household that are specifically for, or in reimbursefm#re cost of
medical expenses for any household member;

Income of a liven aide;

The full amount of student financial assistance paid directly to the student, veteran, or to the
educational institution;

The special pay to a household member servirige Armed Forces who is exposed to hostile
fire;

Temporary, nonrecurring, or sporadic income (including gifts). For example, amounts earned by
temporary census employees whose terms of employment do not exceed 180 days;

Deferred periodic payments of Sigmental Security Income and Social Security benefits that
are received in a lumpum payment or in prospective monthly payments;

If a former household member is confined to a nursing home or hospital on a permanent basis,
that person is no longer a membéthe assisted household, and the income of that person is not
counted;

Alimony or child support that the Member or Sponsor verifies is not being paid as agreed
(documentation of nepayment must be provided);

Income from state or local employmérdining programs;
Stock options;

Vacation buybacks;

Gift cards;

Tuition reimbursement;

Amounts paid by a state agency to a household with a developmentally disabled family member
living at home to offset the cost of services and equipment needed tthkadgvelopmentally
disabled household member at home; or

Food stamps.

How is Household Income Calculated?

Generally, the FHLB Cincinnati will use current circumstances to anticipate annual income as
documented by thirgarty income documentation, unlelsite is some evidence to indicate an imminent
change (e.g., notice of a pay increase on a certain date).
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The FHLB Cincinnati may choose among several methods to determine the anticipated annual income.
The following are two acceptable methods of calcuggtinnual income: 1) Calculating projected annual
income by annualizingurrentincome; or 2) Using information available to average anticipated income
from all known sources.

A. Annualizing Base Wage and Other Compensation

To annualize base wages, multiplysbavages per period by the total number of pay periods per year.
In order to accurately calculate the annual employment income, it is important to know how often the
person is paid,e., their pay schedule. The standard calculations listed below wikds depending

on the pay schedule. Note: This method cannot be used for irregular pay.

1
1
)l
T

1

Multiply hourly wages by 2080 hours;
Multiply weekly wages by 52;
Multiply bi-weekly wages by 26;
Multiply semimonthly wages by 24;
Multiply monthly wages by 12.

B. Average Base Hours

1.

If using a VOE, the base or regular hours should be expressed as a finite number. However, if the
hours are expressed as a range, the high end of the range must be used in the calculation. For
example, if the range on the form is-2d, use 30 hours as the hours per week. The weekly hours
should not exceed 40 (see AOther Compensati o
are not provided, the Sponsor or Member should use best efforts to have the VOE completed
accurately. The dafilt for regular average woskeek hours will be 40, if not documented on the

VOE.

If using pay stubs, calculate the average of all hours indicated on the two (2) most recent pay

stubs. These pay stubs must be consecutively dated and for the samepositient Do not

round the average hours. If the average hours exceed 40, use 40 hours to determine base pay and
annualize overtime as indicated in the A0t he
and vacation hours as regular hours and includeethothe average.

C. Hourly Wages or Shift Differentials

1.

When using an hourly pay schedule where an hourly wage is not disclosed on the paystub, find
the hourly wage by dividing base pay by base hours.

I f a personbds base or werkng in differen pogiteons duaimgithe s , s
same pay period, where possible, treat each base wage as a different position, and determine the
annual income for that position before including it in the total annual income. For example, a

nurse may work durinthe day and night, but be paid different wages for morning versus evening
hours. The paystub or VOE may reflect hours worked by shift and the respective wage.

Determine the annual income for the morning hours as one calculation, and the annual income

from the evening hours as a separate calculation. Add these two annual amounts together to
calculate total employment income.

If the different rates and positions are not broken out, but YTD hours are provided, find the
average rate by dividing YTD base incomeYTD hours. If YTD hours are not provided, then
divide the sum of the wages on the two pay stubs by the sum of the hours on the two pay stubs.

AHP Implementation Plan _ Page 90
©2019 Federal Home Loan Bank of Cincinnati, all rights reserved. Effective January 17, 2018



N\
L

4. When shift differentials are shown, treat the YTD income as other compensation and find the
average of the YD income, annualize, and add to the total household income.

D. Other Compensation

1. Income from overtime, tips, commissions, bonuses, or equivalent income must be used to
calculate annual income. If pay stubs or VOE show YTD overtime or other compensation, the
amount must be annualized and included in the annual income calculation.

2. When the documentation shows the YTD overtime or other compensation amount, determine the
pay period average by dividing the YTD overtime or other income by the number of pay periods
to date. To annualize income, multiply that average by the total number of pay periods in a full
year. Add that result to the annual income from employment.

3.1f the applicant does not expect to work add
aregular and recurring basis, written verification of this fact must be provided by the employer.

E. Salaried Employment

Annual salary amounts will be used as base wages. Add to this amount any additiessanon
income such as overtime, bonuses, commissitips, etc. Nogalary income will be treated as other
compensation and must be averaged, annualized, and added to the salary amount.

F. Household Members with No Income

If a household occupant aged 18 years or older is not employed or receiving ofamgekind, he

or she should complete and sign a Certification of Zero Income. The certification will act as
verification that a household member has no income to report. The Certification of Zero Income is
available at www.fhlbcin.com.

G. Health and Insurace Benefits

Some employers document health and/or insurance benefits by including the amount in the

empl oyeebs YTD gross income. When annuali zing
excluded from the YTD gross income if the paystub showsrasmonding payroll deduction of the
amount.

H. Vacation Day PayDuts

If a person receives a lump sum payment for unused vacation days annually, treat this as non
recurring income and subtract the payment from the YTD gross income.
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I.  Seasonal Employment

A VOE will be required for seasonal workers if the job has not yet started for the application year.

The employer should document on the VOE the seasonal nature of the employment and the expected
employment schedule. The employer should also indicate whet&employment is available during

the offseason. Use the calculation guidelines for employment income to determine annual seasonal
income, while discounting the amount for-effason time. Two consecutive pay stubs are acceptable

if the employment has begdor the application year. If a VOE or pay stubs are not availabigs W

for the most recent two years will be acceptable. The seasonal employment income will then be
determined by averaging the gross wages on tfs\W

J. Non-Employment (Unearned) Income

1. Forother income received on a recurring or periodic schedule, calculate the annualized amount
by multiplying the gross periodic amount by the number of periods in the year. For amounts that
vary, calculate an average of the amount received to date and aeriaerification of non
employment income must be obtained when the household is qualified. For example, if the
application is dated 2015, the documentation must show the amount of Social Security or
Supplemental Security Income the household will rec@i 2015.

2. For child support, only use the current ordered amount of support, and do not include amounts for
arrears or pasiue support. If child support is not received regularly, and this fact is documented,
determine annual support by averaging tA@\thild support received and annualizing it.

K. SelfEmployment Income

1. A person owning 25% or more of a business or being paid via a 1099 is considered self
empl oyed. Two yearsod6 most recent federal tax
selfe mpl oyment income. The tax returns must be
information. IRSissued transcripts for the most recent two years are also acceptable.

2. Qualifying income will be based on the average of the adjusted income phasidépn from the
two tax returns. If the borrower has fewer than two years oksefiioyment history, the average
will be based on the number of selhployed months. If a business is started in the same year
that the household is qualified, a Profit.&ss Statement is required, and the yteattate income
will be averaged and projected forward. A yeadate Profit & Loss Statement is also required if
the grant request is submitted after the tax filing date for the application year.

L. Rental Income

1. If the property being purchased is a two to fonit property, rental income from the rowner
occupied units must be included in the household income calculation. A Small Residential
Income Property Appraisal or current lease is required to confirm the ma@sthly rent amount.
When reviewing the appraisal, assume the buyer will occupy the largest unit and calculate 85% of
the projected or current gross monthly for the remaining units. Annualize the rental income, and
add the result to the total househaidame. If rental income is derived from a current (not
expired) lease, calculate 85% of the gross monthly rent from thewaoar occupied units.
Annualize the rental income, and add the result to the total household income. FHLB Cincinnati
does not includ the income of the tenants in household income to determine eligibility of the
qualifying household.

2. If ahomebuyer already owns rental property, two years most recent federal tax returns with all
schedules or a current lease (not expired) is requiredi tAelgross rents received for each year
together and divide by two, and then multiply the result by 85%. Do not subtract the mortgage
payment or any other expenses. Add the result to the total household income. If a lease is
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provided, calculate 85% of tlggoss monthly rent for the naswner occupied units, annualize it,
and add the result to the total household income.

M. Income from Assets

Assets will be considered as a source of income when the asset is generating regular payments to the
household. For exaple, if a household member has savings and investments totaling $300,000 and is
receiving interest/dividends from these assets on a monthly or quarterly basis and this income can be
documented with two years most recent federal tax returns with all $ebedwvith two consecutive
monthly statements for all liquid assets, the interest/dividends payments are counted as income.

Calculating Income from Pay Statements

There is often more than one method to calculate projected income. FHLB Cincinnati uses the
information provided on the pay statement to determine which method best captures all components of
eligible income. The most frequently used methods include but are not limited to the following:

T
T
T
T

Averaging the gross pay of two consecutive pay statements
Using the base pay or annualizing the base pay rate
Annualizing yeaito-date (YTD) totals

Other methodology as deemed appropriate by FHLB Cincinnati

Note: Each method can yield very different results. In some cases a combination of the above listed methods
may be used to prove the household is income eligible. For example, you may use the base pay rate plus
annualized yeato-date of irregular sources of income (i.e., overtime, bonus, etc.).
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Healthy Heart

Pay Date 1/16/15 - Regular

Healthy Heart, Inc
789 Anywhere Avenue
Cincinnati, OH 45215

User ID

(=]
Department
Base Pay Rate

Beverly Sunshine
2927 25th Street
Cincinnati, OH 45323

Pay Advice #
Period Begin Date
Period End Date
Pay Freguency

| Fadwrnil

30 30 0.8
$0 00 S0 00
$408.22 377480
e e ST e _ N~ This Poviod o ..o
$4 00
576 48
$33.48
R oL TN SRS T Yio
Totel Not Pay © $2.421.03
leove Belence Summary
Leave Type 1. Provious Balance | Used |
OTE Badance T .13 | ©.00 |
£ LT VS P S LT X4 T | 3
| Duy Sussmmsary
|Saonings
| Pra-Yax Deductons e = =
Fedarsl Taxabile W: =
| Sock Secusky Taxable Wages = ———
Modicare (| #1) Taxabils Wages
State Tacabio os
[Loss! Yaxnblo Weges — SRR R S
olol Taxes
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Pay Statement 2

Hea Ithy Heart

Pay Date 1/30/15S - Regular

Healthy Heart, Inc Beverly Sunshine

789 Anywhere Avenue 2927 25th Street

Cincinnati, OH 45215 Cincinnati, OH 45323

User ID Pay Advice & 124578964

Employee ID - Period Begin Date 1/15/2015 \/

Department Period End Date 1/28/2015

Base Pay Rate $22.59 ‘ Pay Frequency Bi-weekly
Taxos [ Btate Codos MarftalBtaten | Aliowances| Véd—d-kl;qt_l_el‘n.o;vl;rl:uc;féoécl e
e Staghe I P S A BT ENT SRS Sl Llect: .
Primary State TR PR Singlo 1 Loc 2

[T T SRR ] - S S o _ ; Loc3 S
Loawl 0 Loo 4
Eamings AT W . AR T R R S ey This Period '\/h'o
Overtane = e il e s ST S == 000 “r4.00
ORIENT - 2258 70 30 31,568 00 $4.005.34
Movting s 7299 370 72 28 74360
HOL PAID 2258 4.60 $106.43 $322 13
Total Earnings : $1.768.78|  §s,245.25
Pra-Tax This Parlod Yio
POS* e ST ey 356 00 $168 00

{ DENTA P* Seessr Y BITRESETR $11.30 $33 00
TRINEALTH 404K = S 1 e TR = S = SREA SRR 7 .| RO ]
Total Pro-Tax - e A A i S . $99.14 $206.32
I.'l‘._lw e f -’I;‘-';;-N 1 - 7'7‘6
Sockul Secunty Tax —— 71.48 21182
= T EETE S = 467 | — s1a.12
| Fadersiicoma Tox . =" E e 3600
SImoH i . . E e S Sl $144 03
Cannati o ey QNS AL TR ) NEBOAT = 55 = 108 91
) e e — e S e — ] "0 00
Total Taxes | ) S - T $1,472.90
ARgr-Tax *E FECTRE S ,.ﬂ,-—‘,,,, et tnts e S v
o e S T oY e, s e G AR 3606
CAFECHG ~ e Et e S 5 A T §100.92
Totnl Aftor-Tux : _ & $108.02
NeiPay = = , o
Total Net Pay $1,247.92 $3.060.05
Lesve Balance Summary ST o = 3 ) N 15 i = =R

| Loava Typa i, ) =5 ___Previous Balance | Earnes Used Current Balance Bank Max
GTO Balanca | so7l im0 0.00 e i 1177 104 00
EIB Ralance I 1534 i 2.74 .00 1788 | 1.240.00
T e S NS, - =L S | R T R BRI NSRS Y, 7| PSR -
Eornings AT 252 2 $1,768.78 $6.245 25
Pro-Tax Dovoctions ory $96.14 $206.32
Federsl Taxeble Wegos = $1.,680 84 $4.048 93
Sodiol Socurily T nxable Voges et = ] ~ s1.70V48 $6.043.35
| Modicane (+1] Taxoblo Wegen B = s BT £ AL G $1.701 40 $6,043 35
Stalo Texalso Woges = z o B ubE e $1.808.64 54948 05
Loce! Taxebie Wagee —= E B $1,701.48 T $5,043 35
Totml Teoms = EREP g e s -  sieszs $1.172.08
Afor-Tax Daductions == s T T e LT $23 44 $100 97
Not Pay r $1,247.92 $3.080.05

A. Reviewing Pay Statements

1 Identify that there are at least two consecutive pay statements that are dated within the time
period FHLB Cincinnati requires, and contain the rate of pay and YTD totals. These pay
statements are consecutive based on the Pay Date, Period Begin DatecahBriReDate. They

al so identify the

empl oyer

and the househol

1 Review the pay statements to determine which method best reflects the information to calculate

projected income for the year.

91 Enter the information into the FHLB Cincinnaticlhme and Affordability Workbook to verify the

househol doés

Note: Pay Statement 1 includes various forms of irregular pay (Shift, Shift Differential, Meeting, etc.)

gualification.

that were not earned on Pay Statement 2. Pay Statement 2 also has varieo$ iivegular pay

(Overtime, Orientation, Holiday, etc.) that were not earned on the previous statement. The number of

hours worked for each pay period varies as Pay Statement 1 has a total of 84.90 hours and Pay
Statement 2 has a total of 78.30 hourscAthere is an increase in the Base Pay Rate between Pay

Statement 1 ($22.26) and Pay Statement 2 ($22.59).
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Due to the varying factors of irregular pay, hours worked per pay period and change in pay rate the
best method to calculate the projected incorag not always be easy to identify. However, the goal

is to find the method that best includes both regular and irregular earnings. Below are examples of the
FHLB Cincinnati Income and Affordability Workbook for methods listed above.

Page 96
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B. Income Calculation Eamples
Example 1

Use the average of total earnings listed on the two consecutive pay statements. However, this calculation does not
accurately reflect irregular income (Shift, Shift Differential, Meeting, Overtime, Holiday, etc.), as they were not
consistently earned on both pay statements.

Proiect i 201503-0000 Complele inl'r if Pay
Earned Income [Earned Income for all household members age 18 and older. Place non-base pay caloulations on a separate line. ] Frequency =YTD
N Amount ger‘ ¥TD Pay Y yTD Pay
Homebuyer / Occupant Hrs per Wk Pay Period Period End
MName Income Type Pay Frequency [f<or:40] Frequency Annualized Start Date Date Wks
Beverly Sunshine Wages Bi-Weekly " $1,767.31  $45,950.06 0.00
Wages 50.00 0.00
Irregular Emply Income 50.00| 0.00
50.00)| 0.00
50.00 0.00
50.00)| 0.00
SubTotal 545,950.06
N Amount ger‘ ¥TD Pay Y yTD Pay
Homebuyer / Occupant Hrs per Wk Pay Period Period End
MName Income Type Pay Frequency [f<or:40] Frequency Annualized Start Date Date Wks
Wages 50.00 0.00
Wages 50.00 0.00
Irregular Emply Income $0.00 0.00
50.00)| 0.00
50.00 0.00
50.00)| 0.00
SubTotal 50.00

Unearned Income

[Inzome from child suppart, alimony, periodic payments from lang-term care insurance, pensions, annuities,

Periodic Payments dizability!de sth benefits; stipends, interest, dividends, unemployment, and ather regularly-—received payments.)
~

Amount ger‘ ¥TD Pay Y ¥TD Pay
Homebuyer / Occupant Pay Period Period End
MName Income Type Pay Freguency Frequency Annualized Start Date Date Whs
50.00)| 0.00
50.00)| 0.00
50.00)| 0.00
50.00 0.00
50.00)| 0.00
SubTotal $0.00|

[If cumulative Aszets greater than $5.000. This includes interest earned on checkingl savings! cdimoney market

Income from Assets accounts; rusts; stacks and bonds; annuities where na regular payments are being made; etz

Homebuyer / Occupant Income N
Mame Asset Type from Asset Asset Value Annualized
50.00|
50.00] Homebuyer Income as a
SubTotal $0.00) Percent of AMI
Total Household Income  $45,950.06 59.83%
Notes Income Eligible
Used average of total earnings/gross as listed on two consecutive pay statements.
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Example 2

Use the base hourly rate listed on the most recent pay statement and the average hours earned per week. This
calculation does not accurately include rate changes for Overtime or Shift Diffehential Note: The average

hours per week was calculated by adding the total number of hours listed onlwetklyi pay statements and
dividing by four (4), as each pay statement accounts for two weeks.

Project #: 201503-0000 Complete only if Pay
Earned Income [Earmned Income for all household members age 15 and older. Place non-base pay caloulations on a separate line. ] Frequencl'r =YTD
A Amount [:_}er‘ YTD Pay T YD Pay
Homebuyer / Occupant Hrs per Wk Pay Period  Period End
Name Income Type Pay Frequency [f<or»40] Frequency  Annualized | Start Date Date Whs
Beverly Sunshine Wages Hourly 40.8 §22.59  547,926.94 0.00
Wages 50.00| 0.00
Irregular Emply Income 50.00| 0.00
$0.00) 0.00
$0.00) 0.00
$0.00| 0.00
SubTotal  547,926.94
N Amount ger‘ YTD Pay T ¥TD Pay
Homebuyer / Occupant Hrs per Wk Pay Period  Period End
Name Income Type Pay Frequency [if<or»40) Frequency  Annualized| Start Date Date Whs
Wages $0.00| 0.00
Wages 50.00| 0.00
Irregular Emply Income 50.00| 0.00
£0.00) 0.00
$0.00| 0.00
$0.00| 0.00
SubTaotal 50.00
Unearned Income
A (Inzome from child suppart, alimany, periodic payments from lang-term care insurance, pensions, annuities,
Periodic Payments dizability!death berefits; stipends, interest, dividends, unemploymeant, and ather regqularly-received payments.)
N Amount ger‘ YTD Pay T ¥TD Pay
Homebuyer / Qccupant Pay Period Period End
Name Income Type Pay Frequency Frequency  Annualized | Start Date Date Whs
50.00) 0.00
$0.00| 0.00
£0.00) 0.00
$0.00| 0.00
$0.00| 0.00
SubTotal 50.00|
[If cumulative Azsets greater than $5,000. Thiz includes interest earned on checking!savingsicdimoney market
Income from Assets agoounts; trusts; stocks and bonds; annuities where no regular payments are being made; etc.]
Homebuyer / Qccupant Income N
Name Asset Type from Asset AssetValue  Annualized
$0.00|
$0.00] Homebuyer Income as a
subTotal $0.00 Percent of AM
Total Household Income  $47,926.94 62.40%
Notes Income Eligible
Used base pay rate as listed on most recent pay statement and average number of hours worked per week to annualize income.
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Example 3

Use the YTD total as listed on theogt recent pay statement provided. This calculation includes the various
components of income but indicates the household is not eligible.

Project #: 201503-0000 Complete only if Pay
Earned Income [Earned Income for all household members age 158 and older. Place non-base pay calculations on a separate line. ] Frequency =YTD
) Amount per. ¥TDPay © YTDPay
Homebuyer / Occupant Hrs per Wk Pay Period  Period End
Name Income Type Pay Frequency [f<ar>40) Frequency  Annualized | Start Date Date Wks
Beverly Sunshine Wages ¥TD 55,245.25  568,188.25 1/1/2015 1/28/2015 4,00
Wages 50.00 0.00
Irregular Emply Income $0.00 0.00
$0.00 0.00
50.00 0.00
50.00 0.00

SubTotal  568,188.25

A Amount ger‘ ¥TD Pay T yTD Pay
Homebuyer /[ Occupant Hrs per Wk Pay Period  Period End
Name Income Type Pay Frequency [f<er>40] Frequency — Annualized| Start Date Date Wks
Wages $0.00 0.00
Wages 50.00 0.00
Irregular Emply Income $0.00| 0.00
$0.00 0.00
$0.00 0.00
$0.00 0.00
SubTotal 50.00

Unearned Income
[Income from child support, alimony, periodic payments from long-term care insurance, pensions. annuities.

periodic Payments diz abilityldeath benefits; stipends, interest, dividends, unemployment, and other regularly-received payments.]
A

Amount [:_}er‘ ¥TD Pay T ¥TD Pay
Homebuyer / Occupant Pay Period Period End
Name Income Type Pay Frequency Frequency  Annualized | Start Date Date Whks
$0.00 0.00
$0.00 0.00
50.00 0.00
50.00 0.00
$0.00 0.00
SubTotal 50.00

[If cumulative Assets greater than $5,000. This includes interest earned on checkingls avingstedimaney market

Income from Assets accounts; trusts; stocks and bands; annuities where no regular payments are being made; ete.]

Homebuyer / Occupant Income N
Name Asset Type from Asset Asset Value  Annualized
$0.00
$0.00| Homebuyer Income as a
SubTotal $0.00 Percent of AMI
Total Household Income  $68,188.25 88.79%
Notes Over Income
Used the YTD total as listed on the most recent pay statement.
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Example 4

Use the base pay rate PLUS the Y®aDate totals of the irregular income. This calculation incluaek kegular
and irregular (Overtime, Shift, Meeting, Orientation, etc.) income.

Project #: 201503-0000 Complete only if Pay
Earned Income [Earmed Income far all household members age 16 and older. Place non-baze pay calculations on a separate line.] Frequency =YTD
A Amount per. ¥TDPay * YTD Pay
Homebuyer / Occupant Hrs per Wk Pay Period  Period End
Name Income Type Pay Frequency [f<or>40] Frequency  Annualized| Start Date Date Wks
Beverly Sunshine Wages Hourly §22.53  546,987.20| 0.00
Wages 50.00| 0.00
Irregular Emply Income Other YTD " 5640.51 $8,326.63 1/1/2015 1/28/2015 4,00
$0.00| 0.00
$0.00| 0.00
$0.00| 0.00
SubTotal  $55,313.83
A Amount [:_}er‘ YTD Pay Y ¥TD Pay
Homebuyer / Occupant Hrs per Wk Pay Period  Pericd End
Name Income Type Pay Frequency [f<or>d40] Frequency — Annualized| Start Date Date Whks
Wages 50.00| 0.00
Wages 50.00| 0.00
Irregular Emply Income 50.00| 0.00
$0.00 0.00
$0.00 0.00
$0.00 0.00
SubTotal $0.00

Unearned Income
[Income from child suppoart, alimony, periodic payments fram lang-term care insurance, pensions, annuities,

Periodic Payments disabilitu!death benefits; stipends, interest, dividends, unemployment, and other regularly-received pavments=. ]
x

Amount per YTDPay = YTDPay
Homebuyer / Occupant Pay Period Period End
Name Income Type Pay Frequency Frequency  Annualized| Start Date Date Whs
$0.00) 0.00
$0.00) 0.00
$0.00| 0.00
$0.00| 0.00
$0.00| 0.00
SubTotal $0.00|

[If sumulative Assets greater than $5,000. This includes interest earned on checkingls avingsicdimaney market

Income from Assets acoounts; trusts; stocks and bonds; annuities where noregular payments are being made; etc.)

Homebuyer / Occupant Income N
Name Asset Type from Asset Asset Value  Annualized
$0.00
$0.00] Homebuyer Income as a
SubTotal $0.00) Percent of AMI
Total Household Income  $55,313.83 72.02%
Notes Income Eligible

Used the base hourly rate plus YTD total of all irregular income (Overtime, Shift, Orientation, Meeting) as listed on the pay statements.

Based on the information listed on the pay statements, using the average pays or annualized base pay were not thi
best methods, as they did not factor in irregular incontso,Annualizing the YTD total was not the best, as it
projected a significantly higher income than indicated by the other methods. In this instance, using a combination
of the base pay plus the annualized YTD total of the irregular income was the texl tatapture all sources

of income.
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Definitions for the Welcome Home Program

The following definitions describe terms and phrases specific to the Welcome Home Program. Definitions
specific to the competitive Affordable Housing Program are found in Beffihitions section of this Plan.

AAmortization periodo means the number of years req

ACl osing costso are charges and expenses over and a
transferring ownership of thegperty. Typical closing costs include fees for: property inspection, loan

origination, rate discount, appraisal, credit report, mortgage insurance application, document preparation, attorney
services, judgment search, abstracting, recording; title insei@or mortgagor or owner); local taxes; survey,

plat drawing; prepaid interest for up to 30 days; initial insurance premiums; escrows of condo or homeowners
association dues, transfer taxes, property taxes, f

AGuntyod means a geographic subdivision of a state o
authority. Par i shes a-egdivalerist by theyHUD, asareecertaimihdeperdienticities u n t vy
that are not parts of counties.

iDeied | i eu of foreclosured means a deed instrument
the lender to satisfy a loan that is in default to avoid foreclosure proceedings. For purposes of the WHP retention
requirements, transfer of a propethrough a deed in lieu of foreclosure will be treated as though the property

had been foreclosed.

ADirect granto or Agranto means provision of funds
funds are used for the purposes intenidedhe time period required.

iDown payment assistanced means grants or | oans use

i Fitrisme homebuyer o means an individual or ywarusehol d
period prior b the purchase of a home, except that:

1. Any individual who is a displaced homemaker may not be excluded from consideration asradirst
homebuyer on the basis that the individual, while a homemaker, owned a home with his or her spouse or
resided in a homowned by the spouse;

2. Any individual who is a single parent may not be excluded from consideration astiang$tomebuyer
on the basis that the individual, while married, owned a home with his or her spouse or resided in a home
owned by the spouse; or,

3. Any individual or family who owns a home that:
a) Is not intended as a dwelling;
b) Was lost through natural disaster; or

c)l s AManufactured housingd that was not origina
or is not permanently affixed to a foedation that meets nationally recognized building code
standards.

AForecl osureo means a | egal procedure by which mort
debt. Foreclosures generally are governed by state law, and rules may vasrbstiates. For purposes of
the WHP retention requirements, transfer of a property through a deed in lieu of foreclosure will be treated as
though the property had been foreclosed.

AFuil hgexed i nterest rateo i n t hestaMerhtelaaméhe rbét®e me Pr ogr
determined by adding the margin to an index level at the time the loan is made. The interest rate on an
adjustable (sometimes known as variable) rate | oa
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(Popular indexe for loans are the prime rate, LIBOR, and various U.S. Treasury bill and note rates.) The
index | evel varies according to market conditions
the markup over the index that the lender imposee Thi ni t i al interest rate, so
might actually be less than the index at the time the loan is made and is always less than the fully indexed rate
(index plus margin).

For example, the fully indexed interest rate on an adjustatdenortgage tied to the egear LIBOR rate
(the index) with a margin of 3.75 percent would be 5.75 percent if the LIBOR index was 2.00 percent at the
time the loan was made.

The fully indexed rate is not affected by any annual or lifetime caps ostadjots based on the index.
Instead, it reflects what the interest rate would have been at the time the mortgage was made based solely on
the index at that time and the stated margin.

Fully indexed rate = Index (at the time the loan is made) + Margiablegted at the time the loan is made).

Not e: tihredeifeud liynt erest rateddiexemotr atleke asamat as it
indexed rate at maturity is based on the index at the time the loan is originated plus the maximum amount th
interest rate could increase over the life of the loan. It is a wwasst calculation.

AHousehol do means all the people who currently occu
AUni to or fABedo bei ng devmdes andalunrelatedpeapld that rgside inthea t e
unit, including unborn children and adoptive children, lodgers, foster children, wards, or employees who
share the housing.

AHousehold incomed means t he c¢ombi nthéocapantsaged 18eaadr n e d
over in a given dwelling unit at the time the household is qualified by the Member at time of loan application.
Generally, current circumstances will be wused to
calculatedbwpnnual i zi ng current fAlncomed taking into acc
AHousehold incomedo is determined using the | ncome

il ncomed means:

1. The full amount, before payroll deductionswiHges and salaries, overtime pay, commissions, fees, tips
and bonuses, and other compensation for personal services; and

The net income from operation of a partnership, business, or profession; and
Interest, dividends etc.; and

Paymentsinlieuofearnings such as unempl oyment benefits, dis
compensation, and severance pay; and

5. The full amount of periodic payments from Social Security, annuities, insurance policies, retirement
funds, pensions, disability or death benefits glidis, trusts, and inheritances, and other similar types of
periodic payments received; and

All regular pay, special pay, and allowances of a Member of the Armed Forces; and
Welfare assistance, if designated for shelter or utilities; and

Alimony, child sypport, etc.; and

© © N o

For 24 unit dwellings, 85 percent of the projected gross income for such units.

AManuf act urrededs torasingkamitygesidential dwelling built in compliance with the Federal
Manufactured Housing and Construction Standaslangended, also known as the HUD Code, after June 15,
1976. Manufactured homes may be built in mséictional or single section units aindtalled on an FHA
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Title Il permanent foundation system. In addition, the home and the lot must be taxable agethér
property.For WHP eligibility purposes, a single section manufactured home must be Energy Star rated.

AiMaxi mum interest rated for the Welcome Home Progr a
the AHP Implementation Plan.

ifMembemeans a Member stockholder of the FHLB Cincin
privileges. Members include commercial banks, savings and loan associations, savings banks, credit unions,
insurance companies, and community developmaanftial institutions.

ifiMobil e Homeodo refers to a residential structure man
Housing and Construction Standards, also known as the HUD Code, on June 1B|d$iégéhomes are
not eligible for the WHP grant.

AModul ar Homeodo refers to a home built to the State
are built in a production facility, transported to the site, and assembled onsite.

=2}

Ownershipd means a f &®beusemhaslaerimamyreseleneesQvaudupied anitspr op e r
may include singléamily detached units, condominiums, townhomes, duplexes, triplexes, or quadriplexes.
Ownership properties also include those in which there is a true ownership through atiseopera

=2}

Permanent | oand means a repayable, amortizing | oan

=2}

Real Estate Ownedo (REO) means property taken by t
property ownership has beemeeyed back to the lender.

Rehabilitation Acto is codified at 29 USC 791.

Retention periodd means: Five (5) year+assistéddownar t he d
occupied unit.

=2}

=2}

ot

Th-padty income documentpéendenti soproei dedvbyi &y an
as wage statements, interest statements, and unemployment compensation statements. Examgbestyf third
sources include employers, the Social Security Administration, and the IRS.

Note: The Welcomélome Program description, related documents, and the Members Qg éorms

may contain other terms or phrases not defined here. These terms or phrases may be associated with
descriptions or definitions appropriate to the context in which they appesse additional words and

phrases and any descriptions and definitions appearing in the online forms or elsewhere are incorporated
herein by reference. Slight variations in the wording of definitions may be required by the context in which
terms appeaand these variations should not be construed as different definitions. Any questions about the
definitions stated here, in the online application, or elsewhere should be addressed to the FHLB for resolution.
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