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Version Policy

Version history is tracked in the Version History Table (above), with notes regarding version changes.
Dates of each publication are also tracked in this table. Substantive changes in this document that
reflect a policy change will result in the issuance of a new version of the document. For example, a
substantive policy change after the issuance of Version 1.0 would result in the issuance of Version
2.0, anincreasein the primary version number. Non-substantive changes such as minor wording and
editing or clarification of existing policy that do not affect interpretation or applicability of the policy
will be included in minor version updates denoted by a sequential humber increase behind the
primary version number (i.e., Version 2.1, Version 2.2, etc.).

Policy Change Control

Policy clarifications, additions, or deletions may be needed during the course of the program to more
precisely define the rules by which the Program will operate. Policy decisions will be documented
and will result in the revision of the document in question. Unless otherwise noted, policy revisions
are applied prospectively, made effective on the date of document approval.
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1.INTRODUCTION

In 2025, the County of Maui was awarded a Community Development Block Grant — Disaster
Recovery (CDBG-DR) grant through the U.S. Department of Housing and Urban Development (HUD)
to address remaining unmet disaster recovery needs in areas impacted by the Maui Wildfires in 2023.
Through the Allocation Announcement Notice published in the Federal Register Vol. 90, No. 10 (90
FR 4759), published January 16, 2025, HUD allocated a total of $1,639,381,000 in disaster recovery
funds to the County’. This allocation was made available through the Public Law-118-158. CDBG-DR
funds have been allocated to housing, economic revitalization, infrastructure, public services, and
mitigation programs. Program budgets were determined based on information gathered during the
unmet needs assessment, as outlined in the County of Maui, Office of Recovery Action Plan (Action
Plan).

The County of Maui, Office of Recovery (County OOR) is the agency responsible and accountable to
HUD for the administration of CDBG-DR funding. This document serves as the program policies and
procedures for the County OOR CDBG-DR Single-Family New Construction Program (the Program).
This policy was developed to serve as a basis for the County OOR’s Program and to provide guidance
on program implementation that follows U.S. Department of Housing and Urban Development
(HUD)standards and best practices.

The purpose of this policy is to provide guidance for those who are participating in the Program
including but not limited to: developers, County of Maui employees, providers, vendors, contractors,
consultants, partners, citizens, applicants, awardees, external departments, and agencies doing
business with the County OOR, as well as beneficiaries and others associated with, working for,
accessing, or applying for benefits or assistance under the Program. To understand all provisions
within the Program, it is recommended that this document is read in its entirety and any inquiries are
directed to program representatives for assistance.

Note that these policies and procedures are only intended to address the Single-Family New
Construction Program.

The County has allocated $92,500,000 in CDBG-DR funding for the Single-Family New Construction
Program.

Each of the other recovery programs outlined in the County OOR Action Plan for the U.S. Department
of Housing and Urban Development (HUD) Community Development Block Grant — Disaster
Recovery (CDBG-DR) Funding (“Action Plan”) is governed by its own Program policies and procedures
document.

2.PROGRAM DESCRIPTION

The Single-Family New Construction Program (the Program) will provide funds to develop and
construct affordable, resilient single-family, owner-occupied homes for first-time homebuyers
impacted by the August 2023 Maui Wildfires. The Program is designed to expand the supply of safe,

1 For full text of the Federal Register Notice, see: https://www.govinfo.gov/content/pkg/FR-2025-01-
16/pdf/2025-00943.pdf
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resilient, and affordable housing in lower-risk areas within or near disaster-impacted communities,
supporting long-term recovery, housing stability, and community resilience across Maui County.

Program funds may be used to acquire land and/or develop turnkey housing units that will be sold to
eligible first-time homebuyers (Homebuyers) earning up to 120% of Area Median Income (AMI). The
County OOR will directly implement, construct, market and sell the homes to eligible homebuyers.
Projects may be developed on County-owned or acquired land, or through other long-term land
stewardship or leasehold models that support sustained affordability.

Homes constructed through this program will be sold at affordable prices to qualified first-time
homebuyers who complete HUD-certified housing counseling, secure an eligible mortgage, and
occupy the home as their primary residence. Under the long-term land stewardship model,
Homebuyers will enter into ground leases with the County, establishing ownership of the home and
leasehold of the land.

Priority will be given to disaster-impacted renter-households who were displaced from their primary
residence, meeting low- and moderate-income (LMI) criteria. While the program will prioritize
households at or below 80% AMI to meet the LMI National Objective, participation may extend up to
120% AMI under the Urgent Need national objective, as applicable under HUD’s CDBG-DR
requirements. See additional Homebuyer Prioritization in Section 4(g) below.

A. Purpose and Scope

The purpose of the Program is to expand the supply of resilient, affordable housing for first-time
homebuyer households impacted by the August 2023 Maui Wildfires. The Program supports the
County OOR’s long-term recovery strategy by creating safe, permanent, and resilient housing
opportunities in lower-risk areas, reducing exposure to future hazards, stabilizing displaced
populations, and advancing recovery across the County of Maui.

The premise of the Program is to strategically use CDBG-DR funds to:

e |ncrease the affordability and availability of new, resilient single-family housing stock;

e Assist households who were impacted, and displaced and cannot return to their former
residences due to continued or increased risk in high-hazard areas (e.g., wildfire or flood
zones); and

e Assist first-time homebuyers seeking to establish stable, long-term housing in resilient
communities on Maui.

The Program provides funding for the acquisition, development, construction, and sale of new single-
family, owner-occupied homes for eligible households earning up to 120% of Area Median Income
(AMI).

The Program will:

e Prioritize renter-households prior to the wildfires that were displaced and experiencing
housing instability as a result of the disaster;

e Target funding to the most impacted areas, based on the County OOR’s Unmet Needs
Assessment (UNA);

o Develop new housing in more sustainable and resilient locations;

e Increase both the number and quality of affordable housing units available to LMI,
disaster-impacted and displaced households;
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e Enhance the durability, efficiency, and affordability of Maui’s housing stock through the
use of resilient construction methods and innovative design typologies; and

e Reduce or eliminate long-term risks to life, property, and community well-being by
relocating residents away from areas of recurrent or severe hazard exposure.

This policy applies to all County staff, implementation vendors, recipients (homebuyers), and
developers engaged in the delivery of the Program. All activities must comply with:

e 24 CFR Part 570, as modified by the CDBG-DR Universal Notice (90 FR 1754, as
amended);

e Applicable federal cross-cutting requirements;

e The Action Plan and any approved amendments; and

e Al relevant County, State, and HUD environmental, procurement, and housing
regulations.

All single-family homes constructed and sold through this program will be subject to a ninety-nine
(99) year affordability period secured by a ground lease, or equivalent. The ground lease will run with
the land and ensure the property remains affordable to eligible households for the full term,
preserving the County OOR’s investment and supporting sustained access to affordable housing.

B. Program Implementation and Design

The County OOR Single-Family New Construction Program is designed to address unmet housing
needs resulting from 2023 Maui Wildfires, with a focus on expanding affordable homeownership
opportunities for low- and moderate-income (LMI) first-time homebuyers. The County OOR will
leverage county-owned land and a competitive procurement process to ensure quality, compliance,
and cost-effectiveness.

Key Elements of Program Implementation:

e Direct Development of County-Owned Land: The County OOR will utilize developable sites
under County ownership for the construction of new single-family homes. This approach
allows the County OOR to control site selection, ensure compliance with local planning and
zoning requirements, and maximize the public benefit of publicly held assets.

e County Land Ownership and Leasehold Model: The County OOR will retain ownership of
the land on which new single-family homes are constructed. Homebuyers will be granted
long-term leasehold agreements for the residential lots, similar to the model used by the
State of Hawai‘i Department of Hawaiian Home Lands (DHHL). Under this arrangement,
homebuyers will own the improvements (the home itself) while the County retains fee simple
ownership of the underlying land. Leasehold agreements will provide secure tenure, clear
terms for occupancy and transfer, and protections for both the homeowner and County. This
model helps preserve affordability, prevents speculative resale, and ensures long-term
stewardship of public assets. For clarity and consistency throughout this policy, all
homebuyers/ground lessees participating in the program will be referred to as “Homebuyers.”

o Competitive Procurement of Qualified Builders: The County OOR will issue a procurement
to solicit and select experienced, qualified builders to construct homes under this program.
The procurement will outline all program requirements, including compliance with CDBG-DR

8
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and Universal Notice standards, resilient and efficient building criteria, and local
construction codes. Proposals, at a minimum, will be evaluated based on experience,
capacity, cost reasonableness, and demonstrated ability to deliver quality affordable
housing on schedule.

e Priority Target Population: All homes constructed through this program will be sold on a
priority basis to disaster-impacted, and displaced renter LMI first-time homebuyers.
Eligibility will be determined based on primary residence at the time of the wildfires,
household income (=80% of Area Median Income) and first-time homebuyer status, as
defined by HUD.

¢ Homebuyer Support, Affordability, and Compliance: The County OOR will require
homebuyer education and enforce a minimum affordability period through restrictive
covenants and other recorded liens. All buyers must occupy the home as their primary
residence and comply with program requirements for the duration of the affordability period.

¢ Quality Assurance and Oversight: The County OOR will oversee all phases of development,
from builder selection and contract execution to construction monitoring and final sale.
Regular site inspections, milestone-based disbursements, and strict documentation
requirements will ensure compliance with federal, state, and local regulations.

¢ Alignment with Disaster Recovery Goals: All activities under this program will be directly
tied to unmet housing needs resulting from the qualifying disaster, as documented in the
Action Plan. The program will incorporate hazard mitigation and resilience measures to
reduce future risk and support long-term community recovery.

C. Program Allocations

The Action Plan allocates $92,500,000 in CDBG-DR funding to the Program to support the
construction and sale of approximately 115 new single-family homes and required infrastructure in
support of housing, including streets, sidewalks, water, wastewater and utilities.

D. National Objective

The Program aligns with HUD’s national objectives to:

e Meet the Low- and Moderate-Income (LMI) National Objective through the Low- and
Moderate-Income Housing (LMH) strategy by creating affordable homeownership
opportunities for disaster-impacted, and displaced renter households.

o Meet the Urgent Need (UN) National Objective by creating affordable homeownership
opportunities for disaster-impacted, and displaced renter households.

E. Tie-Back to Disaster

In general, new construction of housing units not directly damaged by the disaster are eligible uses
of CDBG-DR funds when the activity clearly addresses a disaster-related impact, such as the loss of
housing stock, population displacement, or increased post-disaster housing demand, and is located
within the County of Maui, the HUD-identified Most Impacted and Distressed Area (MID).
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As documented in the Action Plan Unmet Needs Assessment, the August 2023 Maui Wildfires
caused catastrophic destruction to Lahaina and other communities across Maui, resulting in the loss
of thousands of residential structures, including both owner-occupied and rental housing units. The
disaster severely reduced Maui County’s already limited affordable housing stock, displaced
hundreds of extremely low-, very low-, low- and moderate-income households, and placed
unprecedented pressure on the island’s constrained housing market.

Through these activities, the Program addresses the critical post-disaster housing needs identified
in the Action Plan, restoring and expanding the affordable housing supply while building a more
resilient, and sustainable community for future generations.

F. Award Limits

The maximum assistance available to an eligible low- and moderate-income (LMI) and urgent need
(UN) homebuyers is provided as a development subsidy structured as a soft second mortgage. The
assistance amount is determined through an affordability-based calculation and is subject to a
program-wide maximum award cap. Assistance is structured to bridge the gap between the
homebuyer’s affordable mortgage capacity and the lesser of the costs to construct or the appraised
fair market value of the newly constructed home, while enforcing long-term affordability
requirements.

Calculation Methodology

o Affordable Mortgage Threshold: The homebuyer’s first mortgage amount will be calculated
using an affordability standard that ensures monthly housing costs (front-end ratio), defined
as principal, interest, taxes and insurance (PITl) and HOA fees, and/or ground lease fees, if
applicable, are between 29 - 31 percent of the household’s gross monthly income, and the
debt-to-income (back-end ratio), defined as the portion of the households gross monthly
income to all debt obligations, are between 43 — 48 percent of the households gross monthly
income. This ensures that monthly housing expenses remain sustainable for the homebuyer.

e Unmet Need Gap Award (Award): The award amount will equal the difference between the
maximum affordable first mortgage and the lesser of:

o The total cost to construct the home, or
0 The current fair market value of the completed unit.

The calculated award amount may not exceed the Program’s maximum award cap of $800,000.

This calculation ensures that assistance is sufficient and cost reasonable to make the home
affordable without exceeding program limits.

G.Aligned to Action Plan

The Program is directly aligned with the priorities, objectives, and activities outlined in the Action
Plan, as approved by the U.S. Department of Housing and Urban Development (HUD). The Action
Plan identifies the Single-Family New Construction Program as a key housing recovery initiative
designed to address critical unmet housing needs resulting from the August 2023 Maui Wildfires.

The Program advances the following core housing recovery objectives established in the Action Plan:
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e Provide permanent housing solutions for renter households experiencing displacement
and housing instability as a direct result of the Maui Wildfires.

e Replace or create resilient housing stock to mitigate future risk, particularly in areas
where reconstruction in place is infeasible due to hazard exposure.

e Prioritize assistance to disaster-impacted renters, low- and moderate-income
households (LMI).

e Support first-time homebuyers through affordable financing, housing counseling, and
unmet need gap financing mechanisms that ensure long-term affordability.

e Implement resilient desigh and construction standards to increase the durability,
efficiency, and sustainability of new housing developments.

The Program also supports the County’s broader CDBG-DR goals of:

e Reducing future disaster risk by constructing new housing outside of high-risk hazard
areas;

e Increasing the overall availability of affordable housing across Maui County; and

e Promoting recovery through targeted outreach, reasonable accommodations, and
program access for at risk and underserved populations.

All activities under the Program must remain consistent with the Action Plan and any amendments
or HUD approvals issued thereafter.

H. Universal Notice Requirements

County OOR'’s Single-Family New Construction Program is governed by the requirements set forth in
the U.S. Department of Housing and Urban Development’s (HUD) Universal Notice for CDBG-DR
funds. The Universal Notice establishes the framework for program design, implementation, and
compliance, ensuring that all activities are aligned with federal disaster recovery objectives.

Key Universal Notice Requirements:

Program-Specific Policies and Procedures: The County OOR must develop and maintain
written, program-specific policies and procedures that govern the use of CDBG-DR funds for
new construction. These policies must be consistent with the Action Plan and must be
posted publicly on the County OOR disaster recovery website prior to accepting applications.

Eligible Activities and Waivers: The Universal Notice authorizes the use of CDBG-DR funds
for new construction of single-family housing through specific waivers and alternative
requirements. The County OOR must ensure that all funded activities comply with these
waivers and with applicable federal regulations.

Affordability and National Objectives: To meet the HUD low- and moderate-income
housing national objective, most homes constructed under this program must be primarily
occupied by low- and moderate-income (LMI) households. Under this program, the LMI
recipient must be a first-time homebuyer. To meet the Urgent Need National Objective, the
Program may require that all remaining assisted units be sold to and occupied by households
whose incomes do not exceed 120% of the Area Median Income (AMI).
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¢ Public Posting and Transparency: Program policies and procedures, as well as the Action
Plan and any amendments, must be made available to the public on the County OOR website
to ensure transparency and facilitate public engagement.

e Timelines and Compliance: The County OOR must finalize all program-specific policies and
procedures within one year plus 60 days of the Allocation Announcement Notice’s
applicability date. HUD will review these policies for compliance within two years, and
ongoing monitoring will be conducted as part of regular program oversight.

e Cross-Cutting Federal Requirements: The program must comply with all applicable federal
requirements, including but not limited to:

2 CFR 200 (Uniform Administrative Requirements)

Davis-Bacon and Related Acts (as applicable)

Section 3 (economic opportunities for low- and very low-income persons)
Environmental review and mitigation standards

O O o0oOo

The County OOR will review and update its policies and procedures to reflect changes in federal
guidance and evolving local recovery needs.

. Connectionto Unmet Needs

The Program is directly responsive to the unmet housing needs identified in the County of Maui
CDBG-DR Unmet Needs Assessment (UNA), which documented extensive loss and damage to the
County’s housing stock as a result of the August 2023 Maui Wildfires. The disaster destroyed or
severely damaged thousands of residential structures across Lahaina, Kula, and surrounding areas,
leaving a significant portion of the population displaced, housing-insecure, or reliant on temporary
accommodations.

Even prior to the wildfires, Maui faced a critical shortage of affordable housing, driven by high land
and construction costs, limited developable land, and a disproportionate supply of short-term
rentals. The wildfires compounded these challenges by reducing the already limited supply of
affordable owner-occupied units, forcing many disaster-impacted households into an even tighter
and more expensive rental market. The resulting shortage has led to increased rents, decreased
availability of long-term units, and diminished pathways to homeownership, particularly for low- and
moderate-income (LMI) families.

The UNA concluded that the County’s recovery hinges upon the replacement and creation of new,
resilient housing to accommodate displaced households, restore affordability, and mitigate future
risk. Specifically, the assessment identified:

e Severe loss of owner-occupied units, with limited options for families seeking to rebuild
or relocate within their communities;

e Displacement of renters and homeowners unable to return to fire-affected
neighborhoods due to safety concerns or destruction of infrastructure;

e Escalating housing costs that have outpaced household income, particularly among LMI
and workforce populations; and

e Geographic and environmental constraints that limit opportunities for redevelopment
within the burn zones.
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The Program addresses these identified unmet recovery needs by:

e Financing the construction of new resilient, affordable single-family homes in safer,
lower-risk and developable areas;

e Expanding homeownership opportunities for disaster-impacted and displaced renter
households who can no longer access or afford housing in the private market;

e Stabilizing community recovery by allowing displaced residents to remain on island, in
disaster resilient, service-connected areas and near their support networks; and

e Restoring long-term housing affordability and resiliency through permanently affordable
homeownership models and resilient construction standards.

By creating new, affordable owner-occupied housing, the Program directly contributes to closing the
post-disaster housing supply gap and fulfills the housing recovery priorities established in the Action
Plan. These activities are essential to meeting HUD’s National Objectives of providing benefit to low-
and moderate-income persons (LMH/LMI) and addressing urgent needs (UN) resulting from the
disaster.

J. Alignment with RUSH Funding

In accordance with the Universal Notice, the Program was designed to align with and build upon
these RUSH-funded efforts. It does so by offering long-term, sustainable housing solutions through
the construction of affordable, resilient single-family homes. Where applicable, households initially
served through RUSH may be referred to the Program for permanent housing assistance.
Coordination between RUSH and CDBG-DR programs ensures continuity of care and prevents
duplication of benefits.

The County OOR will coordinate with the State of Hawaii Homeless Program Office of the
Department of Human Services (DHS-HPO), the Hawaii Housing Finance and Development
Corporation (HHFDC) or Bridging the Gap (the HUD Continuum of Care) in RUSH-funded activities to
identify eligible households (as applicable), share data (as permitted by privacy laws and
regulations), and streamline the transition from temporary to permanent housing. The County OOR
will achieve this through notification or marketing program information to applicable agencies. This
alignment supports a comprehensive recovery strategy that addresses both immediate and long-
term housing needs in the most impacted and distressed (MID) areas.

3.PROGRAM ADMINISTRATION

A. Roles and Responsibilities

I. Grantee/Lead Agency - County OOR

The County OOR is the primary entity responsible for the strategic direction, compliance, and overall
administration of the Single-Family New Construction Program. The County OOR'’s responsibilities
include but are not limited to:
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Program Design and Policy Development:
o Develop, update, and maintain program-specific policies and procedures in
accordance with CDBG-DR and Universal Notice requirements.
o0 Ensure all program documents are consistent with the Action Plan and posted
publicly for transparency.

Environmental Review

0 The County OORwill be the responsible entity for environmental review under 24 CFR
Part 58.

Land Management and Site Preparation:

o ldentify, secure, and prepare developable county-owned sites for new construction,
including environmental review, zoning, and infrastructure readiness.

o Maintain records of site selection criteria and ensure sites are located in HUD-
identified Most Impacted and Distressed (MID) areas.

Procurement and Contracting:

o Develop and issue Requests for Proposals (RFPs) for Developers, ensuring open
competition and compliance with federal, state, and local procurement law and
regulations.

o Evaluate proposals, negotiate contracts, and execute agreements with selected
entities.

Financial Management and Oversight:

o Manage all CDBG-DR funds, including budgeting, allocation, disbursement, and
financial reporting.

o Approve draw requests and ensure all expenditures are eligible, reasonable, and
properly documented.

o Monitor program income and ensure its use aligns with federal requirements.

Compliance and Monitoring:

o Oversee all program activities to ensure compliance with CDBG-DR, Universal
Notice, Davis-Bacon, Section 3, Fair Housing, and other cross-cutting federal
requirements.

o Conduct regular monitoring visits, desk reviews, and audits of Implementation
Vendor and Developer activities.

o Address findings, implement corrective actions, and maintain comprehensive
monitoring records.

Reporting and Documentation:

o Prepare and submit all required reports to HUD, including Quarterly Performance
Reports (QPRs), annual reports, and closeout documentation.

o Maintain complete and accurate records of program activities, financialtransactions,
and compliance actions.

Homebuyer Case Management:

o Oversee marketing and outreach to LMI and UN first-time homebuyers, including
affirmative marketing and language access.

o Manage full spectrum eligibility determination, application intake, selection
processes, closing coordination, and closeout.

o Provide or coordinate homebuyer education and closing assistance.
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¢ Stakeholder Engagement and Communication:
0 Serve asthe primary point of contact for HUD, local government officials, community
organizations, and the public.
o Facilitate coordination among all program partners and stakeholders.

lI. Implementation Vendor

The Implementation Vendor assists with the operational management for the program, supporting
day-to-day activities under County OOR’s direction. Responsibilities include but are not limited to:

¢ Project Management and Coordination:

0 Assists with the development, and County OOR-approval of detailed project work
plans, schedules, and milestones for all phases of construction and homebuyer
engagement.

0 Supportthe coordination of activities among the County OOR, Developers, and other
stakeholders to ensure timely and efficient program delivery.

e Developer Coordination:

o Coordinate between County OOR and selected Developer, facilitating
communication, resolving issues, and ensuring adherence to contract terms.

o Organize and support pre-construction conferences, progress meetings, and site
inspections.

e Compliance and Quality Assurance Support:

0 Assists the County OOR in ensuring that all construction activities meet CDBG-DR,
Universal Notice, and County OOR standards, including construction, and hazard
mitigation requirements.

0 Assists the County OOR in monitoring developer, conducting quality control
inspections, and verifying completion of work prior to payment authorization.

e Documentation and Reporting:

0 Assists the County OOR to collect, organize, and submit all required documentation
including pay applications, lien waivers, performance certifications, and compliance
reports to County OOR for final review and approval.

o0 Assist with maintaining project files and records in accordance with federal and local
retention policies.

o Risk Management and Issue Resolution Coordination:

0 Assists the County OOR to identify potential risks, delays, or compliance issues and
proactively address them in coordination with County OOR.

o As a resource for the County OOR in the development and implementation of
corrective action plans as needed.

¢ Performance Monitoring and Reporting Support:

o Track progress against County OOR-established milestones and performance
metrics.

o Provide regular status updates and reports to the County OOR.

[ll.  Developer(s)

Developers are responsible for the physical construction of single-family homes (inclusive of single-
family detached and attached structures up to a maximum of four (4) dwelling units) and associated
infrastructure, including streets, sidewalks, water, wastewater and utilities and must adhere to all
applicable program, regulatory, and quality standards. Their responsibilities may include:
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e Construction Delivery:
0 Build single-family homes on County-owned land according to County-approved
designs, specifications, and timelines.
o0 Build necessary infrastructure in support of the new housing development.
o Ensure all work complies with local building codes, HUD standards, and program
requirements.
¢ Permitting and Regulatory Compliance:
o Obtain all necessary permits and approvals prior to commencing work.
o0 Schedule and facilitate required inspections, address deficiencies, and ensure final
sign-off.
o Site Safety and Labor Standards:
o Maintain safe and secure work sites, implement OSHA standards, and ensure worker
safety.
o Comply with Davis-Bacon and Related Acts, Hawaii Revised Statutes Chapter 104 for
wage rates and certified payroll (if applicable).
o Adhere to Section 3 requirements for hiring and contracting with low-income
residents and businesses.
o Ensure compliance with environmental requirements applicable to the construction
of the assigned single-family housing.
Quality Assurance and Mitigation Measures:
o0 Incorporate hazard mitigation and resilience features (e.g., flood-resistant materials,
energy-efficient systems) as specified in project plans.
Documentation and Payment:
o Prepare and submit pay applications, lien waivers, and performance certifications for
each construction milestone.
o Provide all required documentation for escrow-based or reimbursement
disbursements.
Warranty and Closeout:
o Provide a minimum one-year warranty on completed homes, covering materials,
workmanship, and mechanical systems.
o Participate in project closeout activities, including final inspections and turnover of
documentation.
Coordination and Communication:
o0 Communicate regularly with the Implementation Vendor and County OOR regarding
progress, issues, and compliance.
o Respond promptly to requests for information, corrective actions, or additional
documentation.

B. Timeliness

The County OOR will monitor both expenditures and outcomes against established quarterly
projections throughout the life of the Program. Expenditure projections and outcome projections will
be maintained in DRGR and compared at least quarterly against actual performance. Subrecipients
and implementing entities will provide the data necessary for the County OOR to assess progress
toward projected outputs and outcomes, identify variances, and make adjustments to
implementation schedules, budgets, and projections as needed. Updated projections and
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performance information will be posted on the County OOR’s disaster recovery website in
accordance with applicable CDBG-DR requirements.

I N ey
| Q42026 3% $2,775,000 $2,775,000 |
| Q12027 H 5% H $4,625,000 H $7,400,000 |
| Q22027 | 7% | $6,475,000 | $13,875,000 |
| Q32027 | 10% | $9,250,000 | $23,125,000 |
[ Q42027 | 8% | $7,400,000 | $30,525,000 |
| Q12028 | 9% | $8,325,000 | $38,850,000 |
| Q22028 || 10% I $9,250,000 I $48,100,000 |
| Q32028 | 10% | $9,250,000 | $57,350,000 |
| Q42028 | 10% | $9,250,000 | $66,600,000 |
[ Q12029 | 9% | $8,325,000 | $74,925,000 |
| Q22029 | 8% | $7,400,000 | $82,325,000 |
| Q32020 | 6% | $5,550,000 | $92,500,000 |

Table 1 Quarterly Projections

C. Most Impacted and Distressed (MID) Area Served

As required by the Universal Notice (90 FR 1754, as amended), the County OOR will allocate 100%
of the funds to address unmet needs within the HUD-identified Most Impacted and Distressed (MID)
area that was Presidentially declared as a major disaster. This includes the entirety of the County of
Maui, HI.

D. Outreach and Engagement

I. Marketing Requirements

The County OOR is committed to ensuring that the Program is implemented in a transparent,
efficient, and consistent manner, and that all potentially eligible households are aware of and
understand the opportunity to participate in the program. The program’s marketing and outreach
strategy is designed to reach households in the MID area and burn zone from the onset of the program
throughout the application period and program lifecycle.

The County OOR will implement outreach and engagement activities to promote awareness of
CDBG-DR programs and to ensure that all eligible residents, including those in disaster-impacted
and hard-to-reach communities, are informed of program opportunities and how to access
assistance.

Applicants and the public can visit the County OOR’s recovery website,
www.Hookumuhou.mauicounty.gov, for regular grant, programs and application status updates.
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Targeted Outreach and Methods

Targeted outreach efforts will focus on, but not be limited to, the following groups:

e Low-to moderate-income households (£80% AMI)

o Households with elderly (kupuna) 62 years or over or disabled members
e Households with children under 18 years

e Households residing in high-impact disaster areas

e Displaced wildfire renters

e Households in Assisted Disaster-related interim/temporary housing

The Program will use varied and culturally appropriate strategies to reach and engage these
populations, including but not limited to:

e Direct mailings, phone calls, text messages, and email campaigns to households in
impacted areas

e Paid and earned media campaigns targeted within the Most Impacted and Distressed
(MID) Area

e Partnerships with community-based organizations, faith-based organizations, and
advocacy groups that serve disaster-impacted populations

e Public information sessions, workshops, and mobile intake events in accessible
community locations

e Development and distribution of materials in multiple languages and formats to ensure
accessibility

Social Media

The County OOR will use official social media channels to provide timely, accessible updates
regarding key program milestones, including the opening of the Single-Family New Construction
Program applications and the scheduling of public hearings related to the program.

Social media will serve as a real-time communication tool to:

Notify residents when applications for the program are open

Announce dates, times, and locations (physical or virtual) of public hearings on proposed
plans, amendments, or CDBG-DR-funded projects

Share links to online applications, Action Plan documents, comment forms, and registration
details

Remind residents of upcoming deadlines for application submission or public comment
periods

Provide summaries or video recordings of past public meetings and hearings.

Primary platforms to be used may include:

Facebook: Public announcements, event invitations, and shareable graphics

Instagram: Visual promotion of program milestones, community engagement events, and
success stories

YouTube: Hosting recordings of public hearings and outreach videos

Website: Updated application status (www.hookumuhou.mauicounty.gov)
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4.ELIGIBILITY
A. Eligible Activities

All activities funded under County OOR’s Single-Family New Construction Program must comply
with the requirements of 24 CFR 570.201(m), 24 CFR 570.202, and the applicable waivers and
alternative requirements published in HUD’s CDBG-DR Universal Notice (90 FR 1754, as amended).

Eligible activities include:

e Acquisition (Section 105(a)(1)): Acquisition of real property for the purpose of developing
new single-family homes for eligible homebuyers.

e Clearance, Demolition, Removal, Reconstruction, and Rehabilitation (Section
105(a)(4)): Clearance of sites, demolition and removal of existing structures, reconstruction,
and rehabilitation of buildings and improvements, including activities that promote energy
efficiency.

o Disposition (Section 105(a)(7)): Disposition of real property acquired with CDBG-DR funds,
including sale to eligible homebuyers.

e Relocation (Section 105(a)(11)): Provision of relocation assistance to individuals or families
displaced as a result of program activities, in accordance with federal requirements.

¢ Provision of Assistance with Loans (Section 105(a)(14)): Financial assistance to eligible
homebuyers in the form of loans, grants, or other mechanisms to facilitate homeownership.

o Assistance to Nonprofit and Community-Based Organizations (Section 105(a)(15)):
Support for neighborhood-based nonprofit organizations, local development corporations,
and other eligible entities serving the development needs of the community.

e New Housing Construction Waiver (90 FR 1754 - |ll.D.5.a): Pursuant to the waiver and
alternative requirement published in the Universal Notice, CDBG-DR funds may be used for
new construction of single-family housing, subject to all applicable program requirements.

All eligible activities must be clearly tied to disaster recovery and address unmet housing needs as
identified in the Action Plan. Activities must be carried out in compliance with all applicable federal,
state, and local regulations, and must promote energy efficiency, resilience, and long-term
affordability for low- and moderate-income first-time homebuyers.

B. Eligible Costs

The Program funds may be used for all aspects of funding the development and in disposition of the
properties once complete, such as (this is not an exhaustive list):

e Land acquisition costs

e Clearance/Demolition

e Soft Costs

Architecture
Engineering
Environmental
Market Analyst
Marketing Specialist
Consultancy Services

©O O0O0O0OO0O0
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0 Legal
e Hard Costs
0 Construction
0 Infrastructure
0 Resilient Infrastructure
o Fees
0 Financing Fees, as applicable
0 Developer Fees (no more than 15% of total development cost)
e Program/Activity Delivery Costs incurred by the Program
0 Local Government Activity Delivery Cost
e Any costs that are eligible and reasonably necessary to develop and sell the housing units

C. Ineligible Activities

Ineligible activities include:

e Funding construction for buildings or portions of buildings used for the conduct of
government (unless CDBG-DR funds are being used as non-federal match under Section
[11.D.6.b of the Universal Notice).

e General government expenses.

e Political activities.

e The purchase of equipment, as defined at 2 CFR 200.1, unless otherwise eligible under
24 CFR 570.201(c) or (e) for local governments, or Section 105(a)(2) and (8) of the Housing
and Community Development Act of 1974 for states.

In addition, the following activities are not eligible for funding through this Program:

e Commercial or mixed-use development, even if the project involves housing units.
e Rehabilitation or reconstruction of multi-family housing.

Ineligible costs include:

e Pre-application costs and application development costs. (Pre-application costs may be
allowable under the new housing development programs.)

e Advance payments, including construction payments made in advance of delivery of
activities.

e Infrastructure unrelated to housing development.

e Construction equipment purchases.

e Furnishings that are not integral to the structure and other personal items.

The County OOR reserves the right to review costs and make determinations that specific items in
applications are ineligible. All costs must be reasonable in consideration of market conditions, the
area where the project takes place, and the nature of the proposed construction.

D. Mitigation

All new affordable single-family housing developed by County OOR must incorporate mitigation
measures to address natural hazard risks identified in the Action Plan Mitigation Needs Assessment
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(MNA). In accordance with the Universal Notice, each structure must be designed and constructed
to “withstand existing and future natural hazards expected to occur over the life of the project.”

Examples of mitigation measures include but are not limited to:

Fire resilience features, such as:
o0 Use of fire-resistant roofing and siding materials
o Installation of ember-resistant vents and screens
o Creation of defensible space through landscaping and vegetation management
o0 Use of non-combustible fencing and decks
o Compliance with local and national Wildland Urban Interface (WUI) codes and
standards
Installation of backup power systems
Use of hurricane straps and tie-downs
Incorporation of flood-resistant building materials
Elevated construction in flood-prone areas
Enhanced drainage and site grading

E. Eligible Developers

Eligible developers under the Single-Family New Construction Program include for-profit entities,
not-for-profit organizations, and Community-Based Organizations (CBOs) that:

Principals or key members of the development team must have demonstrated experience
operating, managing or developing single-family housing within the thirty-six (36) months
prior to the Request for Proposal publication date.

Developers may not be presently debarred, suspended, proposed for debarment, declared
ineligible or voluntarily excluded from participation in federal programs, as indicated by
System for Award Management (www.SAM.gov). Any developer on the excluded parties lists
(www.sam.gov/SAM) will be considered ineligible.

Developer must be in good standing with state and federal taxes (SUTA, FUTA, income, etc.)
or in an approved and executed repayment plan. Developer must be in compliance with the
State of Hawai'i Compliance Express. The County OOR reserves the right, at its sole
discretion, to permit a Developer to resolve any outstanding compliance issues, including
but not limited to delinquent property taxes and or unresolved financing obligations. When
approved by the County OOR, the Developer may be granted up to six (6) months to
satisfactorily cure such issues as a condition of eligibility.

Developers may not be, at time of proposal submission, party to any active legal or court
action related to fair housing and must disclose all legal or court actions in which the
applicantis currently involved.

F. Eligible Homebuyer Applicants

To be eligible to purchase a newly constructed housing unit, homebuyer applicants (Applicant) must
provide complete and accurate information regarding their household composition, household
income, and other eligibility criteria. Failure to disclose accurate and complete information
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(including failure to provide necessary documentation) will result in the applicant being deemed
ineligible for assistance.

If an Applicant is found to have submitted fraudulent, inaccurate and/or incomplete information to
appear eligible for the Program, then they may be required to make full restitution to the County OOR,
including (but not limited to) administrative fees, recapture of program assistance and other costs,

as applicable.

All applicants to the Program must demonstrate compliance with all eligibility criteria, as follows:

US Citizenship: Must be a U.S. Citizen or Permanent Resident Alien;
o The County OOR will administer all CDBG-DR programs in compliance with the

Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (PRWORA),
as amended (8 U.S.C. 88 1601-1646), including eligibility and verification
requirements under Title IV. In accordance with the Attorney General’s July 11, 2025,
Order limiting exceptions, the County shall only recognize the statutory exceptions
authorized under PRWORA and shall not extend benefits beyond those permitted by
law.

Subject to PRWORA, no federal public benefit may be provided to an alien who
entered the United States illegally or is otherwise unlawfully present. To ensure
compliance, the County OOR will use the Systematic Alien Verification for
Entitlements (SAVE) program, or an equivalent federal verification system, for
applicants whose citizenship or immigration status requires confirmation. While the
grant agreement does not specifically clarify the scope of SAVE application, it is
understood that SAVE is required for all applicants receiving benefits that are not
excepted under PRWORA rules. Until advised otherwise by HUD, the Program will
require only those individuals listed on the deed to the assisted property (i.e., the
applicant and co-applicant) to provide documentation of U.S. citizenship or qualified
alien status.

Applicants may provide one (1) of the following documents for Citizenship and Legal
Status verification:

U.S. Passport or Passport Card

Birth Certificate

State-issued Real ID driver's license that meets the REAL ID Act standards.
Certificate of Naturalization or Certificate of Citizenship

Permanent Resident Card (Green Card)

Other citizenship and legal status documentation may be considered on a case-by-
case basis, including but not limited to Citizens of the Freely Associated States of the
Federated States of Micronesia and the Republic of the Marshall Islands.
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Income Eligibility: Homebuyer(s) total household income must not exceed 120% AMI. Note:
While both household income and mortgage qualifying income relate to a borrower’s
finances, they are used for different purposes, are calculated differently and follow different
rules.
0 CDBG-DR Household Income Methodology (For Program Income Eligibility Only):
= Used to determine if the household is eligible for assistance under HUD’s
income limits (at or below 120% AMI) for CDBG-DR, Single-Family New
Construction funded programs.
=  Guidelines Used: Must follow HUD income determination rules — for the
Program, that is the HUD definition of “Annual income” as defined under 24
CFR5.609 (Part 5). Includes all applicable income for all household members
projected over the next 12 months.

= Household Composition for Asset Calculation: Assets are calculated at the
household level, including:

e Applicant

e Co-Applicant

e Alladults (18+) currently or intending to reside in the home

e Any household member(s) whose assets are legally available to
support the household, this includes minor children currently or
intending to reside in the home.

0 Mortgage Qualifying Income (For Mortgage Pre-Approval and/or Commitment Only)
Purpose:
= Used by lenders to determine if the borrower has sufficient income to repay
the mortgage.
=  Guidelines Used: Follows lender underwriting standards, such as: FHA, VA,
Fannie Mae/Freddie Mac, or bank-specific guidelines.
= Includes only income of borrower(s) on the mortgage application and may
exclude some types of income counted as part of the household income
calculation (i.e., the income from a household member who is not a borrower
on the mortgage application).
Asset Limit: To be eligible for assistance under the Program, an applicant household must
have total liquid assets of no more than $600,000 at the time of application and prior to
award. Applicants whose verified asset total exceeds this threshold are ineligible for Program
benefits. The Program applies a six-month lookback review to identify any asset dispositions
intended to circumvent eligibility thresholds. The Program may require additional
documentation where irregularities or reductions in asset balances are identified. If the
program determines that an applicant disposed of assets to circumvent the asset test, the
applicant will be found ineligible for assistance.

0 Definition of Assets: For the purposes of this Program, assets include the fair market
value or liquid value of the following:

1. Liquid financial assets, including but not limited to:
a. Checking account(s)
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Savings account(s)

Money market account(s)

Certificate of deposit(s)

Cash on hand

Cryptocurrency holdings

Readily accessible investments account(s) (e.g. stocks, bonds,
mutual funds)

Non-liquid financial assets, including but not limited to:

a. Annuities and retirement account(s) (e.g. 401(k), IRA, pension
accounts), to the extent the applicant has current access to, or can
withdraw funds without penalty.

b. Trustfunds available for use by the applicant

Other assets that can be reasonably converted to cash within 90 days

[ N N R =2

0 Excluded Assets: The following do not count towards the $600,000 asset limit:

1.

2.
3.
4

o

6.

Vehicle(s)

Personal property (furniture, clothing, household goods)

Tools or equipment

Compensation or insurance payments related to disaster recovery that have
not yet been used for the intended purpose

Retirement accounts that the applicant cannot access without penalty

Any asset specifically excluded by federal regulation or HUD guidance

e Unmet Need: Must be able to obtain a first mortgage commitment (See First Mortgage
Requirements Section11)

e First-Time Homebuyer: Applicant and/or Co-Applicant Homebuyer(s) are required to be a
first-time homeowner (Defined as an individual(s) who have no ownership interest in real
property during the three (3) years prior to applying to the Program).

0 Any other household members must not be current owners of real property
(residential or otherwise) at the time of their Program application.

e Other applicant requirements:

0 The Program permits only one (1) application per household, including the Applicant,
the Applicant’s spouse, Co-Applicant and all household members, unless the
Applicant can provide documentation of a legal separation, finalized divorce or other
supporting documentation effective prior to submitting the application.

0 Married couples living (or planning to live) separately will be reviewed on a case-by-
case basis with applicable documentation as part of the Exceptions Process;

0 For married couples both spouses need to sign all program documents, and both be
named on the mortgage and deed, any deviation from this standard will be reviewed
as part of the Exceptions process reviewing any applicable supportive
documentation;

0 Allborrowers, co-borrowers/co-signers must be primary residents of the home.

Eligibility will be determined by the Program based on a combination of information and documents
supplied by the applicant and information verified independently by the program.
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Because the Program assists first-time homebuyers rather than existing homeowner applicants,
ownership documentation review consists of verifying non-ownership/first-time homebuyer status
before award and documenting the homebuyer’s title to improvements and leasehold interest
through recorded closing documents. Alternative documentation may be accepted case-by-case
where standard documentation is unavailable.

Documentation of Eligibility Criteria

Eligibility Criterion

Acceptable Document(s)

Document Standard

First-time Homebuyers
(non-ownership)

e Applicant
certification/affidavit of
non-ownership

AND

e Executed tax returns with
all schedules and W-2's for
prior three (3) most-recent,
consecutive years

o Creditreport (from
mortgage lender)

o Title search

o |ease agreements from
rental units for prior three
years

N

Certification/attestation of non-
ownership

D

Review of tax returns for
mortgage interest deduction or
real estate taxes

Check for existing mortgages,
closed mortgage accounts with
recent activity or trade lines for
mortgage loans

Title search of applicant’s name
in deeds/property records for
last three years

Lease agreements from rental
unit for prior three years

First Mortgage
Commitment

e Current (no more than 30
days prior to application
date) pre-approval or loan
commitment with required
lending terms (minimum
30-year term, fixed rate)

All documents must show
applicant and co-applicant, if
applicable

Must not include a non-
occupying co-borrower or co-
signer on the loan.

Current Resident

e Copyofaleaseinthe
name of the Applicant, or
Co-applicant, showing
currentresidencyin a
residential property
located within the County
of Maui.

OR

Two (2) documents from the
following list:

Address on the lease should
reference a property anywhere
within the County of Maui but
must indicate a current lease
agreement for occupancy.
Driver’s license or State-issued
ID card must show an address
within the County of Maui, and
the driver’s license or state-
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Document Standard

e Valid Driver’s license or
state-issued ID card in the
name of the Applicant or
Co-applicant.

o Utility bill addressed to
Applicant and/or co-
applicant at an address
located within the County
of Maui.

e Credit card or bank
statement sent to the
Applicant or co-applicant
at a property located within
the County of Maui

e Otherdocuments may be
considered on a case-by-
case basis.

issued ID must be current
(cannot be expired).

Utility bill must show that
services were provided at the
address indicated on the
driver’s license or lease
agreement provided and must
also be in the name of the
applicant or co-applicant. The
utility bill must show current
usage.

Credit card or bank statement
must show the same address
as the lease agreement or
ID/driver’s license provided and
must also show the applicant
or co-applicant’s name. The
credit card and bank statement
must also be current, within 90
days of application.

Returning Wildfire
Displaced Resident

One (1) document from the
following list:

e Copyofaleaseinthe
name of the Applicant
and/or Co-applicant,
showing occupancy in a
residential property
located within the burn
zone and the County of
Maui at the time of the
August 2023 Wildfires.

e FEvidence ofa FEMAIA
award in the Applicant or
Co-applicant’s name at an
address within the County
of Maui, referencing the
August 2023 Wildfires
(FEMA Disaster # DR-4724-
HI).

Evidence of a private
insurance personal

Address on the lease should
reference a property anywhere
within the burn zone and the
County of Maui but must
indicate a lease agreement for
occupancy prior to the date of
the August Wildfires.

FEMA IA Award Letter does not
need to indicate that the award
is specifically for a destroyed
property as the applicantis a
renter and not a homeowner.
The award can be for personal
property or other uses. The
point of the award is to prove
residency.

Driver’s license or State-issued
ID card must show an address
within the burn zone and the
County of Maui on or before
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Eligibility Criterion Acceptable Document(s) Document Standard
property award in the August 8, 2023, and expiring
Applicant or Co- after.
applicant’s name at an e Utility bill must show that
address within the County services were provided in the
of Maui, referencing the month preceding or month of
August 2023 Wildfires. the disaster (must indicate the

AND household utility usage during

th -fire ti iod).
One (1) document from the e pre-fire time period)

. . e Credit card or bank statement
following list:

must be in in the month

e Utility bill addressed to preceding or the month of the
Applicant and/or co- disaster.
applicant at an address
located within the burn
zone and County of Maui.

e Credit card or bank
statement sent to the
Applicant or co-applicant
at a property located
within the burn zone and
the County of Maui

e Otherdocuments may be
considered on a case-by-
case basis.

Table 2 Eligibility Criteria

G.Homebuyer Prioritization

To ensure the Single-Family New Construction Program serves households with the highest wildfire
related needs and are the most vulnerable, the County OOR will prioritize applicants based on:

e Disaster impacted, displaced renters, and
e |ow- and Moderate Income (LMI) households,
e Households with members who are:
0 Minors (under 18 years old),
0 Kupuna/elderly (62 years or older), and/or
e Persons with a disability.

Households in assisted disaster-related interim/temporary housing. Burn zone boundaries are
defined on the County of Maui fire extent map: https://www.mauirecovers.org/maps/fire-extent

I. Prioritization Phases

The Program will review applicants in the following order:
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Phase | Renter households whose primary residence on August 8, 2023, was destroyed by the
wildfires, and whose annualincome is equal to or less than 80% AMI w/ a vulnerability
status.

Phasel ll Renter households whose primary residence on August 8, 2023, was destroyed by the
wildfires, and whose annual income is between 80 and 120% AMI w/ a vulnerability
status

Phase Il Renter households whose primary residence on August 8, 2023, was not destroyed
by the wildfires, and whose annual income is equal to or less than 80% AMI

Phase IV | Renter households whose primary residence on August 8, 2023, was not destroyed
by the wildfires, and whose annual income is between 80 and 120% AMI.

Phase V Any current County of Maui Renter Households at time of application, and whose

annualincome is less than 80% AMI.
Table 3 Prioritization Criteria

5.HOUSING DEVELOPMENT REQUIREMENTS

A. Construction Type

The County OOR will fund the development of single-family homes constructed on county-owned
land as well as any needed infrastructure improvements in support of housing. Eligible construction
types include traditional stick-built homes, modular homes, and manufactured homes, provided all
units meet state and local building codes and program standards

B. Housing Mix

To ensure that housing developed under the Single-Family New Construction Program meets the
housing needs of eligible households, the County OOR will establish standards for housing unit size
mix.

This policy ensures that units are appropriately sized to accommodate households of varying sizes
while maintaining affordability and efficient use of CDBG-DR funds.

The County OOR will develop a mix of housing units that includes at a minimum:

e Two-bedroom units for small households
e Three-bedroom units for moderate-sized households
e Four-bedroom units for large households

To the extent feasible, the proportion of each unit size will be determined based on documented
demand. Housing mix requirements will be further specified in the Request for Proposal.

Household Size

The Program will apply the following occupancy standards to meet the household needs, which sets
the minimum and maximum number of bedrooms the home may have based on the number of
persons in the household.
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Number of Persons Minimum # of Bedrooms Maximum # of Bedrooms
2 2 3*
3 2 3
4 3 4
5 4 5
6 or more 4 5 ormore
Table 4 Household Size

*Unit Size determinations are based on a standard of one (1) person per bedroom for a household count of 1
or two persons; however, the program may approve an additional bedroom where reasonable and necessary
based on household circumstances, market conditions, or cost reasonableness. This justification must be
documented in the project file.

C. Building Standards

All homes developed under this program must comply with applicable federal, state, and local
building codes and standards. In addition, the County OOR encourages adherence to recognized
durable building and efficiency standards, such as ENERGY STAR®, LEED, or equivalent certifications.
However, structures must incorporate mitigation and resilience measures to withstand existing and
future natural hazards, including but not limited to flood, wind, and fire risks. Fire resilience features,
such asfire-resistant materials and defensible space that align with FireWise standards, are required
where applicable.

D. Reasonable Accommodations

The County OOR is committed to ensuring accessibility for persons with disabilities. All construction
activities and program participation must comply with HUD’s reasonable accommodation
requirements, as defined by federal law. Reasonable accommodations may include accessible
parking, ramps, walkways with railings, and accessible bathroom features. Modifications necessary
for the use and enjoyment of the dwelling by persons with disabilities may qualify for exceptions to
the maximum per-unit award cap. Marketing and outreach efforts will also be adjusted as needed to
facilitate participation by individuals with disabilities.

E. Subdivisions

The program allows for the development of new residential subdivisions on developable county-
owned land, including the infrastructure necessary to support the housing units.

F. Site Requirements

All sites selected for development under this program must comply with federal, state, and local
requirements for safety, environmental protection, and disaster resilience. Sites may be considered
for acquisition when they meet all of the following standards:
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Disaster Recovery Alignment: The development site must be able to support the development of
permanent housing that addresses unmet needs identified in the Action Plan.

Location Restrictions: The housing development, and subsequent housing units funded and built
under this program must not be located within a Special Flood Hazard Area (SFHA) as defined by
FEMA flood maps. This restriction is intended to minimize risk to homeowners and ensure
compliance with HUD’s floodplain management requirements.

Environmental Clearance: An Environmental Review Record (ERR) must be completed for the
entirety of the development site in accordance with 24 CFR Part 58 prior to any choice-limiting
actions, including acquisition, subdivision, or construction.

Zoning and Land Use Compliance: Sites must meet all applicable local zoning and land-use
regulations, or any necessary waivers or variances, and be suitable for residential development.

Infrastructure Access: The site must have access—or feasible potential access—to water,
wastewater, electricity, roadways, and other essential infrastructure required for single family
development.

Hazard Mitigation: Site design must incorporate hazard mitigation measures to reduce risks from
wind, fire, and other natural hazards identified in the County OOR’s mitigation needs assessment.

Cost Reasonableness: Acquisition and development costs must be necessary and reasonable.

Availability, Timing and Ownership Feasibility: The site must be legally and practically acquirable
within required CDBG-DR timeline, including but not limited to:

e Avoluntary and willing seller or owner with authority to convey title

e The use of eminent domain is prohibited

e Clear and marketable title, free of unresolved liens, ownership disputes or adverse claims

o Norestrictions, leases, or encumbrances that would prohibit timely development

e Ability to complete acquisition, due diligence, and development within CDBG-DR
expenditure deadlines and meet a national objective

G. Infrastructure Requirements

All new homes must have access to and be connected to essential utilities, including water,
wastewater, electricity, broadband, and, where feasible, solar energy. Infrastructure directly related
to housing development, such as streets, sidewalks, accessibility features, safety systems, and
flood/drainage improvements, may be funded through the program.

6.PROGRAM REQUIREMENTS

A. Program Implementation Model

The County OOR shallimplement a structured development process to ensure compliance with HUD
regulations, cost reasonableness standards, and program objectives. This process includes the
following phases:
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Site Identification and Acquisition: The County OOR will identify and secure sites located within
Maui County, the HUD-designated Most Impacted and Distressed (MID) areas, ensuring compliance
with local zoning and land-use regulations and avoiding Special Flood Hazard Areas (SFHA). Prior to
any choice-limiting actions, the County shall complete an Environmental Review Record (ERR) in
accordance with 24 CFR Part 58 and obtain HUD’s Authority to Use Grant Funds (AUGF).

Pre-Development Planning: The County OOR will conduct a comprehensive feasibility analysis,
including market demand and affordability assessments, infrastructure availability, and hazard
mitigation measures. Preliminary site plans and subdivision layouts will be prepared, and all required
permits and approvals (zoning, building, utility connections) will be secured prior to construction.

Procurement of Builders and Vendors: The County OOR shall issue Requests for Proposals (RFPs)
in compliance with 2 CFR 200.318-327 and County procurement policies. Proposals will be
evaluated based on experience, capacity, cost reasonableness (2 CFR 200.404), and ability to meet
HUD construction and resilience standards. Contracts will be executed with selected builders and
vendors.

Infrastructure Development: Essential infrastructure, including roads, sidewalks, drainage
systems, and utility connections, will be constructed to support housing development. Allwork shall
comply with Davis-Bacon and Related Acts (DBRA) and Hawaii Revised Statutes Chapter 104 wage
requirements. Costs will be documented and maintained as eligible under 24 CFR 570.201.

Vertical Construction: Home construction will proceed according to approved plans and
specifications, incorporating resilient building standards (e.g., ENERGY STAR®, LEED) and
accessibility features per Section 504 and ADA. Regular inspections and quality assurance checks
will be conducted, and milestone-based disbursements will be approved upon submission of
certified payrolls and lien waivers.

Marketing and Homebuyer Selection: Affirmative marketing and outreach will be implemented in
compliance with HUD requirements. Applicants will be screened for eligibility, including first-time
homebuyer status, income verification using HUD Part 5, and completion of HUD-approved
homebuyer education. Documentation will be maintained to ensure compliance with the Fair
Housing Act and 24 CFR 570.506.

Sales and Closing: Ground lease agreements (minimum 99-year term) and affordability covenants
will be executed. Restrictive covenants, soft second mortgages and promissory notes will be
recorded to enforce affordability. Closing will ensure buyer contribution, mortgage approval, and
compliance with primary residence requirements.

Post-Construction Monitoring: The County OOR will maintain an affordability tracking and conduct
at least annual monitoring. Corrective actions must be addressed within 30 days, and compliance
will be reported in DRGR.

Project Closeout: Closeout will confirm that all units were constructed and meet a national
objective, and have been sold to eligible buyers, all funds reconciled and documented, and all
compliance issues resolved. A final Quarterly Performance Report (QPR) and closeout package will
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be submitted in DRGR. Records will be retained for seven (7) years following HUD grant closeout in
accordance with 2 CFR 200.333, and HUD CPD Notice 22-142

B. Project Models

I.  New Construction - Single-Family Subdivisions

The Program will allow for the development of new residential subdivisions to create single-family
homes. The program will allow for the construction of infrastructure in support of housing, including
streets, sidewalks, water, wastewater and utilities. The subdivision approval process will be
managed by the selected Developer, in coordination with the County OOR. The subdivision design
must meet all applicable federal, state, and local requirements related to subdividing land for
residential use. These projects will likely require the installation of infrastructure such as roads,
utilities, and other neighborhood improvements. These costs are eligible under this Program and
must be clearly broken out from the housing costs in the application to ensure compliance with
reporting requirements of HUD CDBG-DR eligible activities.

C. Additional Development Options

Within the three development models mentioned above, all developments have the flexibility to
design projects that include the following options:

I. Attached and Detached Single-Family Residential Types

The Program will incorporate various single-family residential types into the Program to address
community needs. These types may not only include single-family detached structures with no
shared walls but may also include single-family attached and semi-detached structures with
common walls. Given the many factors that influence development such as materials and labor
costs, scarcity of land and space, challenged credit markets, and changing market conditions,
single-family attached residential structures such as condos, townhomes and semi-attached
structures with smaller footprints may be a cost-effective approach to optimize funding, maximize
land use, increase the overall production of homeownership units, reduce the amount of
maintenance required by homeowners, and make homeownership for low-income households more
affordable and sustainable. Since the County will retain ownership of the land beneath the newly
constructed homes and execute a long-term ground lease with the homebuyer, the developer will not
be involved in any long-term maintenance or on-going operations after the sale of housing units, nor
will any management fees will be paid to the developer.

lI.  Innovative Housing Construction

Developers are encouraged to incorporate innovative and creative housing construction into the
Program to address existing and future housing needs. Projects that include these innovative
techniques will receive extra points when the Program is considering proposals. Examples include,
but are not limited to, prefabricated manufactured housing, 3-D printed housing, Mass Timber,
innovative and technological designs, and alternative construction methods.

2 Closeout Instructions for CDBG Programs: https://www.hud.gov/sites/dfiles/OCHCO/documents/2022-
14cpdn.pdf
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D. Infrastructure in Support of Housing

Infrastructure is critical to community development particularly when constructed in support of
housing and may be fully funded by the Program. Consequently, CDBG-DR identifies infrastructure
as improvements that are open to and accessible by the general public and serve the housing units
produced through this program. Developers must consider both infrastructure needs to serve the
proposed new housing as well as existing systems needs to accommodate growth. Examples of
infrastructure improvements include but are not limited to:

e Streets

e Sidewalks and curbs

e Wet Utilities (i.e., water and sewer improvements)

e Dry utilities (i.e., gas, electrical, solar energy systems such as microgrids, communications,
broadband infrastructure)

e Floodanddrainage systems (i.e., gutters, storm drains, catch basins, and retention/detention
basins)

e Aestheticimprovements (i.e., landscaped parkways, decorative lighting, benches, planters)

All new housing units must have access to and be connected to public utilities, thus, the use of septic
tanks, wells, or other private utilities not tying into the mainline from a private property/house are not
considered to be public improvements and will not be deemed eligible.

The Program will cover up to 100% of the eligible budgeted costs to develop the standard and resilient
infrastructure directly related to the development.

The developer will be required to coordinate with the County of Maui and utility companies for the
development and eventual dedication of the public improvement to the governing jurisdiction. All
infrastructure construction must comply with all laws and regulations governing the construction of
public facilities including but not limited to Davis Bacon, State Prevailing Wage (where applicable),
Section 3, and any applicable MBE/WBE requirements, etc.

The infrastructure must be maintained and have an expected useful life in accordance with industry
standards or those imposed by local laws and ordinances, whichever is greater. Generally, the
infrastructure will be dedicated to and accepted by the appropriate Maui County department for
long-term operations and maintenance.

The Program encourages resilient measures that promote long-term resiliency and sustainability.

7.DEVELOPER SELECTION PROCESS

The County OOR will publicly release a Request for Proposal (RFP) that will invite qualified bidders to
submit a response to develop homes and related supporting infrastructure under the Single-Family
Housing New Construction Program.

All proposals will be reviewed, scored, and ranked using objective criteria established by the Action
Plan. This approach enables the County OOR select the highest ranking proposal to fund that best
advance disaster recovery, mitigation and long-term housing affordability and stability objectives.
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Bidders will be selected using the following criteria, which will be included in the Request for
Proposals, and will follow the County OOR’s Procurement Policy, see Section 16.

Criteria Weight

Alignment with Identified Recovery Needs 25%
Population Served 25%
Project Impact 20%
Financial Considerations 15%
Applicant Attributes and Readiness to Launch 15%
TOTAL 100%

Table 5 Developer Selection Criteria

8.CONSTRUCTION

A. Pre-Construction Conferences

Prior to the start of any construction activities, the County OOR will conduct a pre-construction
conference. Attendees will typically include:

e County OOR Program Manager and/or relevant staff (e.g., labor standards lead,
environmental lead).

e Developer, prime contractor and key subcontractors.

e Architect/Engineer of record.

e |nspectors.

The agenda for the pre-construction conference may include:

e Project scope, schedule, and contract terms.

e Communication protocols and key contacts.

e Environmental requirements and mitigation measures.
e Labor standards (Davis-Bacon, Section 3).

e Safety requirements.

e Invoice and payment procedures.

e Change order process.

e Inspection and testing requirements.

e Recordkeeping and reporting.

e Site logistics.

Minutes of the pre-construction conference should be documented and distributed to all attendees.
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B. Construction Standards

The County OOR requires all developers to plan, design, and construct CDBG-DR assisted single-
family housing in accordance with federal, state, and local construction standards. All work must
meet HUD requirements; the Hawai’i State Building Code; Maui County ordinances; and all
specifications contained in the County of Maui CDBG-DR Construction Standards Policy (County
OOR Construction Standards). When multiple standards apply, the more stringent requirement
governs.

The County of Maui CDBG-DR Construction Standards Policy can be found here:
https://hookumuhou.mauicounty.gov/31/Document-Library

I.  Resiliency and Mitigation Requirements

New development of affordable single-family housing must incorporate mitigation measures to
reduce natural hazard risks identified in the mitigation needs assessment. Homes should be
designed and constructed “to withstand existing and future natural hazards expected to occur over
the life of the project.” Some examples of mitigation measures for new housing developmentinclude
fire resistant materials, defensible spaces, hurricane straps and tie-downs, and flood-resistant
building materials.

lI. High-Performance Building Standards

All single-family housing development projects funded through the Program must comply with the
Hawai’i State Energy Code, the Hawai’i Climate Adaptation Framework, and all locally adopted
building codes. The following high-performance building standards may be considered:

e |EED (New Construction, Homes, Midrise, Existing Buildings Operations and
Maintenance, or Neighborhood Development).

e |CC-700 National Green Building Standard (NGBS) Green or NGBS Green+ Resilience.

e |nternational Living Future Institute, Living Building Challenge.

e Greenpoint Rated New Home, Greenpoint Rated Existing Home (Whole House or Whole
Building label).

e Earth Advantage New Homes.

IBHS FORTIFIED Home (Roof, Silver, Gold); IBHS FORTIFIED Commercial (Roof, Silver,

Gold).

NFPA 1140; Standard for Wildlands Fire Protection.

2024 Wildland Urban Interface (WUI) Code.

NFPA Firewise USA.

Any other equivalent comprehensive resilient building standard acceptable to HUD.

Itis encouraged that new construction achieve certification of a minimum efficiency standards from
one of the following programs:

e EPA ENERGY STAR® V 3.2 or ENERGY STAR® NextGen certification or ENERGY STAR
(Certified Homes).

e DOE Zero Energy Ready Home.

e EarthCraft House.

e Passive House Institute Passive Building or EnerPHit certification from the Passive House
Institute US (PHIUS), International Passive House Association.
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e Greenpoint Rated New Home, Greenpoint Rated Existing Home (Whole House or Whole
Building label).

e Earth Advantage New Homes.

e Any other equivalent energy efficiency standard

[ll.  Universal Accessibility Design

To support aging in place and improve usability for all households, the Program will incorporate a set
of Universal Design features into all newly constructed housing units. These features are provided
regardless of whether a Reasonable Accommodation has been requested and are intended to
enhance general accessibility and functionality. Universal Design features supplement but do not
replace accessibility requirements under Section 504 of the Rehabilitation Act (24 CFR Part 8), as
applicable.

Each unit constructed under this Program will include the following Universal Design
accommodations:

36” hallways, wide enough to accommodate a standard wheelchair
Adequate turning radius for a wheelchair in the kitchen
Adequate turning radius for a wheelchair in one (1) bathroom
All doors installed with levers instead of knobs
Exterior doors, master bedroom door, and master bathroom doors are 36” wide
One no-step entrance
Strobe Smoke Detectors
One bathroom which includes:
0 30”x60” roll-in shower compartment, equipped with grab bars, seat, and shower
wand
0 Chair height toilet with grab bars
0 Rollunder vanity

IV. Other Design Requirements

All constructed housing units will incorporate rough-in for future incorporation of broadband
internet, air conditioning (limited to living room and primary bedroom), solar panels and battery
storage. The program will not provide the equipment or services for broadband internet or solar
panels and battery storage. If the future homebuyer chooses to incorporate such equipment
following the sale of the home, the purchase, installation, and ongoing maintenance or service of
such items will be solely at the homebuyer’s discretion and expense.

Additional design requirements are further detailed in the County OOR’s Construction Standards
Policy

C. Construction Permits

Prior to the commencement of any construction activity, the County OOR must confirm that all

necessary pre-development approvals and regulatory clearances have been obtained. These
include:
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e Building and Trade Permits: Including structural, electrical, mechanical, and plumbing permits

issued by the applicable jurisdiction.

e Zoning and Land Use Approvals: Confirmation that the project complies with local zoning
ordinances, overlay districts, and land use desighations.

e Environmental Clearance (24 CFR Part 58): A completed environmental review and receipt
of Authorization to Use Grant Funds (AUGF), where required.

e Mitigation and Floodplain Management Permits: Where required, approvals under local or
FEMA floodplain regulations or mitigation conditions outlined in environmental
assessments.

No draw requests may be submitted or processed until all required permits and approvals are verified
and documented in the project file.

D. Inspections

I. Infrastructure Inspections

The County OOR is responsible for the administration, oversight, and inspection of all construction
activities funded under the Program to ensure compliance with approved plans and specifications,
contract documents, and all applicable federal, state, and local requirements. Construction
administration activities are intended to verify that work is performed in accordance with program
standards, contractual obligations, and CDBG-DR compliance requirements.

Construction administration may include, as appropriate:

e Regular site inspections conducted by qualified personnel (e.g., developer, construction
manager, inspector of record, or engineer of record) at a frequency commensurate with
project complexity and progress, including milestone-based or recurring inspections;

o Materials testing and verification, as required by project specifications (e.g., concrete, soils,
structural components);

e Special inspections for critical systems or structural elements, as required by applicable
codes;

e Review and approval of shop drawings and contractor submittals by the architect or engineer
of record; and

e Monitoring for compliance with environmental, labor, and safety requirements, as addressed
elsewhere in this policy.

Inspection reports, testing results, submittals, and related documentation will be maintained in the
project file.

[I.  Housing Inspections

All Program construction projects must pass a 50% inspection and a final construction inspection.
The goal of program inspections is to confirm that construction work is being completed in
accordance with the Program-approved scope of work and that work is of sufficient quality. Program
inspectors are not municipal code inspectors and program inspections do not supersede required
municipal code inspections. Developers are responsible for coordinating municipal code
inspections, as required by the authority having jurisdiction to close permits and / or obtain a
certificate of occupancy or certificate(s) of completion (or equivalent).
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Developers must pass a 50% inspection before requesting a final inspection. The developer or
developer’s representative must be present at each inspection. Items required to pass a 50%
inspection and final inspection are outlined below. An inspection may fail because required work is
not complete, because the Developer or Developer’s representative failed to attend, or because
complete work is not of acceptable quality. The Program will not offer punch list inspections as all
work is required to be complete on the project to pass afinal inspection.

50% Inspection Requirements

To pass a 50% inspection, all the following items must be complete and onsite at the time of
inspection. Walls are not to be enclosed at the time of the 50% inspection. The inspector must be
able to view and inspect the interior of all walls.

e Debris removed from the site and disposed of at an accredited facility to accept such waste

(as applicable).

Foundation is complete.

Framing complete and evidence of a passing municipal framing inspection is on site.

Roof complete.

Exterior siding complete.

Windows installed; and

e Mechanical, electrical, and plumbing rough-ins complete, with evidence of a passing
municipal inspection on site.

Final Inspection Requirements

To pass a final inspection, construction must be complete, with municipal approval achieved, as
evidenced by a Certificate of Occupancy (or equivalent) issued by the authority having jurisdiction.
To pass a final inspection, the following must be complete and onsite at the time of program
inspection:

e Certificate of Occupancy on site.

e All site work completed, including final grading, flatwork, and installation of fire resistant
ground cover.

e All construction complete and of good quality in accordance with Program-approved floor
plan, scope of work, and any duly authorized change orders

e Address numbers are installed on the front of the property.

e Allutilities reconnected and functioning.

e Allappliances are properly installed and functioning as intended,

e As acondition of final inspection approval and release of final payment, the developer must
certify that all subcontractors and suppliers have been paid and that no mechanic’s liens or
construction-related claims remain outstanding, and

e Warranty is issued for one (1) year and warranty booklet present in the home.

E. Change Orders

It may be discovered that the construction scope of work originally approved by the Program must be
altered to deliver a decent, safe, and sanitary property within acceptable timeframes. The Program
allows for the use of change orders to modify the program-approved scope of work. Change orders
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must be initiated by the Developer. Developer must substantiate the need for the change order and
demonstrate that costs associated with the change order are reasonable.

Except for items which pose an immediate health or safety risk, Developer must obtain change order
approval, from the County OOR, prior to commencing work not included in the Program-approved
scope of work. All change order requests must be submitted and approved prior to a Construction
Manager request for a Program final inspection. Developer requests for change order after the
project passes a program final inspection will not be considered.

All change orders must be submitted in writing and approved prior to execution. Each change order
package must include a justification memo confirming that the change is eligible under the relevant
national objective, that no duplication of benefits exists, and that the revised cost is reasonable and
supported by estimates, bids, or third-party analysis.

Prior to approval, the County OOR will complete a cost analysis for all change orders that involve
either anincrease or decrease in budget. The estimates, bids or third-party analysis submitted in the
change order packet may be used to substantiate the cost analysis.

Approved change orders must be included in the construction contract file and incorporated into
updated project budgets.

F. Disbursement

. Disbursement Method

The purpose of this Disbursement Method section is to establish a clear, compliant, and transparent
process for releasing construction funds under the Program. Disbursements must ensure that:

e Allcosts are allowable, reasonable, and allocable under 2 CFR 200 Subpart E.

o Federalfunds are safeguarded through strong internal controls as required by 2 CFR 200.303.

e Payments are only made for completed, inspected, and approved work, consistent with the
HUD CDBG-DR Universal Notice requirements for construction oversight.

[I. Reimbursement Basis
All construction disbursements shall be made on a reimbursement basis, meaning:

e The contractor or subrecipient must complete work,
e The Program verifies the work through inspection, and
e The Program issues payment only after confirming documentation and compliance.

[ll.  Prohibition on Advance Payments

No advance payments are permitted except as explicitly allowed under 2 CFR 200.305(b). HUD funds
may not be used for deposits, prepayments, or mobilization fees unless the Program receives
specific written approval and obtains adequate security or bonding.

IV. Payment and Draw Requests
To ensure compliance with 2 CFR 200.305 (Payment), the Program will:
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Only approve contractor payment requests following verified work completion via site
inspection.

Require submission of all necessary documentation, including invoices, lien waivers, payroll
certifications and change-order approvals.

Match payment draws to percent complete measurements.

Withhold payment for unapproved work, incomplete work, or work not meeting program
construction standards.

Required Disbursement Documentation

All disbursement requests must include comprehensive supporting documentation and adhere to
the following minimum standards:

VI.

Developer Pay Applications: Developers must use standardized forms provided or
approved by the County OOR and certify the accuracy of cost allocations.

Third-Party Invoices and Lien Waivers: Invoices must correspond to specific activities
identified in the approved project budget. Each invoice must be accompanied by an executed
lien waiver from the developer for the amount requested, confirming that the costs have been
paid and no additional claims are pending for that scope of work.

Certified Draw Request Forms: Each request must be submitted on a certified draw request
form and signed by an authorized agent.

Performance Certifications: Funds disbursed for construction-related work must be
supported by performance milestones, such as completion of site preparation, foundation
pouring, framing, or rough-ins. Certifications must be provided by a licensed architect,
engineer, or designated construction inspector, who must confirm that the applicable work
has been completed according to the Program-approved plans and specifications.

Compliance Review and Approval Process

Each disbursement request will undergo a two-tier review process to ensure compliance and
accuracy:

VII.

Programmatic Review: This review verifies that the requested draw aligns with approved
project milestones, the scope of work, and the applicable national objective. Program staff
will confirm that the work has been completed as claimed and that all supporting
documentation is complete, accurate, and consistent with program requirements.

Financial Compliance Review: This review ensures that the draw request corresponds to
the approved sources and uses of funds, adheres to cost reasonableness standards, and is
properly coded within the financial management system. This step safeguards against errors
and ensures compliance with federal and program-specific financial regulations.

Financial Management and Audit Trail

To ensure accountability and readiness for HUD monitoring or audits, all disbursement
documentation must meet the following requirements:

Retention: Maintain copies in both the project’s central file and the financial records.
Organization: Arrange documentation by draw number and transaction date for easy
reference.
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e Linkage: Connect each disbursement to the corresponding project milestones and contract
deliverables.

e Compliance: Associate every transaction with an eligible activity and applicable national
objective.

e Reconciliation: Align disbursement records with the project’s cumulative expenditure report
and funding commitments.

County OOR will periodically reconcile disbursements against project performance and compliance
metrics to confirm alignment with recovery goals and HUD requirements. Any discrepancies
identified during reconciliation may result in corrective actions, funding adjustments, or recapture of
funds in cases of noncompliance.

G. Certified Payroll and Wage Tracking

Projects funded under this Program are subject to Davis-Bacon and Related Acts, the following
requirements apply:

e Certified Payroll Reporting: Developers must submit weekly Certified Payroll Reports
(CPRs) using HUD Form WH-347 or an approved equivalent.
e Grantee Review Responsibilities: County OOR will review each CPR to confirm:
o Worker classifications match assigned duties.
0 Wages paid align with applicable HUD wage determinations.
o Deductions and hours worked are accurately reported.
o For contracts exceeding $100,000, there are no overtime violations requiring
payment of liquidated damages under the Contract Work Hours and Safety Standards
Act (CWHSSA).

¢ On-Site Interviews: Worker interviews must be conducted at regular intervals and compared
against CPRs to verify payroll information reported by developers.

e Violation Handling: Any violations must be promptly addressed through restitution and/or
liguidated damages, along with other corrective actions as appropriate. All documentation
of corrective actions must be retained in the project file.

o Record Retention: Payroll records and interview forms must be maintained in the labor
compliance section of the project file for monitoring and audit purposes.

H. Section 3 Tracking and Reporting

Section 3 applies to construction, rehabilitation, and demolition activities assisted with CDBG-DR
funds when the total assistance exceeds $200,000. When triggered, best efforts must be made to
provide employment and contracting opportunities to verified Section 3 workers and business
concerns. The program must meet the following minimum numeric benchmarks:

¢ Workforce Goals:

0 At least 25% of total labor hours on a Section 3 covered project must be performed
by Section 3 workers, and

0 Atleast 5% of total labor hours must be performed by Targeted Section 3 workers.
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VIIl.  Compliance Requirements

¢ Numeric Benchmarks: Projects must achieve or demonstrate best efforts toward meeting
the 25% and 5% labor hour benchmarks for Section 3 and Targeted Section 3 workers,
respectively.

e Documentation and Reporting: The County OOR will submit reports to HUD documenting
compliance with numeric benchmarks and detailing qualitative efforts undertaken to
achieve Section 3 safe harbor standards.

¢ Outreach and Training: The County OOR may conduct outreach to identify and register
Section 3 businesses and workers, and support developers with compliance.

¢ Monitoring and Enforcement: A designated County OOR Section 3 Coordinator, or
equivalent, will oversee compliance, review Section 3 plans, provide technical assistance,
and ensure developers adhere to Section 3 requirements. The coordinator will facilitate
reporting and conduct audits as needed.

The County OOR will implement monitoring procedures, including developer reporting and
verification of compliance, to ensure adherence to Section 3 goals. Any deficiencies will require
corrective action and may result in enforcement measures as outlined in program agreements.

9. CONSTRUCTION PERFORMANCE AND
MONITORING

A. Period of Performance

The period of performance begins on the date the agreement is executed and continues until the
units are complete and sold or initially occupied.

B. Performance Measures

In addition to the role of the County OOR in monitoring performance, throughout the construction
phase, the Implementation Vendor and Developers are responsible for actively monitoring
construction quality, completeness, cost controls and adherence to the approved scope of work. The
County OOR will conduct site inspections at its discretion to verify compliance and may require site
visits to evaluate and approve change orders or amendment requests.

County OOR is committed to protecting beneficiaries, including eventual homeowners, from
contractor fraud, substandard workmanship, and related issues. County OOR may conduct
independent inspections and, when necessary, facilitate mediation between the Implementation
Vendor, Developers, and homebuyers to ensure fair treatment for all parties involved.
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For additional information on fraud prevention and detection, refer to County OOR’s Anti-Fraud,
Waste, and Abuse procedures®.

C.Warranties

A warranty of at least one year must be provided for each home, effective from the date the unitis
completed. This warranty must cover material defects, craftsmanship, and all mechanical systems.
The Implementation Vendor or Developer is responsible for supplying warranty documentation to the
homebuyer at the time of sale, including contact information for any party responsible for warranty
service or claims.

In accordance with the Universal Notice, County OOR (or its Implementation Vendor) must provide
written reminders to the homeowner regarding the warranty’s terms and conditions. Third-party
warranty guarantees are acceptable, provided they meet or exceed these minimum requirements.

The Program will provide formal periodic notifications to beneficiaries prior to warranty expiration,
including at least six (6) months and one (1) month before expiration where sufficient time remains
in the warranty period, and will document such notifications in the applicant file.

D. Contractor Fraud, Poor Quality Work and Associated Issues

The County OOR will protect homebuyers in the Single-Family New Construction Program from
contractor fraud, poor-quality work, and related issues by maintaining full control over contractor
procurement, contracting, and construction oversight. In the event a homebuyer experiences issues
with their newly purchased home, that are not addressed through the warranty process, or that
otherwise involve suspected contractor fraud, poor-quality work, or related concerns , homebuyers
may contact the County OOR through any of the following avenues:

e Email: CDBG-DR@mauicounty.gov
e In Writing: County of Maui - Office of Recovery:
Attention: Ho’okumu Hou - CDBG-DR Program Complaints
Office of Recovery, CDBG-DR
200 S. High Street
Wailuku, HI 96793

10. HOMEBUYER REQUIREMENTS
A. Affordability Period

All properties assisted under the Program are subject to a ninety-nine (99) year affordability
requirement and shall remain affordable to income-eligible households from the date of the first
conveyance to an eligible homebuyer through the end of the compliance period. These restrictions
preserve the public investment and maintain long-term affordability for future buyers. The

3 Fraud, Waste and Abuse Policy - https://hookumuhou.mauicounty.gov/31/Document-Library
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restrictions will be recorded as a ground lease, or equivalent, binding the original recipient and all
subsequent owners, and surviving foreclosure to the maximum extent allowed by law.

The County OOR will include affordability requirements in the County OOR’s marketing and outreach
materials, to ensure full awareness and transparency of the Program’s requirements.

I. Affordable Resale, Recapture and Repayment Requirements

During the Affordability Period, the property may only be sold or transferred to a household who
meets LMI income qualifications for the program. So, their gross annual income must fall below
120% AMI, adjusted for household size, as calculated using HUD Part 5 Income Method at the time
of resale, subject to the County of Maui or County OOR approval. Before closing, the Program or its
designee must confirm both the sales price and the buyer’s eligibility. The resale price shall not
exceed the greater of either:

1. The current balance of the first mortgage of the assisted property at the time of the sale, or

2. The affordable sales prices for an eligible buyer as established by the County of Maui,
Department of Housing, Affordable Sales and Rental Prices Guidelines 30% prevailing at the
time of sale, as applicable.

Any unauthorized transfer is void and constitutes a default on the program mortgage unless approved
in writing by the Program. The Program may recover funds or take other legal action in the event of
noncompliance. These restrictions remain in effect for the full 99 years and may not be terminated
or modified without written approval from the Program.

The homeowner decides to sell their home 6 years after buying it with
Program assistance.

1. Seller wants to sell

The person who wants to buy the home earns less than 80% or 120% of
the Area Median Income (AMI), as applicable, so they qualify under the
Program rules.

2. Buyer isincome-
eligible

3. What’s stillowed |The seller still owes $400,000 on their original first mortgage.

The County says the maximum affordable sale price at this time is

4. What’s affordable L
$385,000, based on current guidelines.
The Program allows the seller the greater of the two:
5. What’s the max e $400,000 (remaining mortgage balance); or
sale price? e $385,000 (County’s affordable price limit)

In this instance, $400,000 is the maximum allowed sale price.
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6. Program must
confirm e Confirm that the buyer meets income requirements

Before the sale can go through, the Program will:

e Make sure the sale price is allowed

Table 6 Resale Scenario 1

To ensure that CDBG-DR assistance is used in a manner that is necessary and reasonable in
accordance with 2 CFR 200.403 and 200.404, while also supporting a fair return on investment and
preserving long-term affordability, the soft second mortgage shall be structured to match the term of
the borrower’s first mortgage. Repayment and forgiveness of the CDBG-DR assistance shall follow
the provisions below:

Initial Period (Years 1-10): Amortization and forgiveness shall accrue on a pro rata basis
during the first ten (10) years of the affordability period. If the property is sold, transferred, or
otherwise conveyed, or defaults during this period, the full principal amount of the CDBG-DR
assistance shall be subject to full repayment, as the owner forfeits any forgiveness accrued
during the initial ten (10) years. However, any required repayment not triggered by default,
shall not exceed fifty percent (50%) of the seller’s net proceeds. This provision maintains
program integrity while allowing the homeowner to retain a fair share of equity.

Amortization Period (Years 11-End of Mortgage Term): Beginning in year eleven (11), the
forgiveness shall continue to accrue on a pro rata basis over the remaining term of the soft
second mortgage. If the property is sold, transferred, otherwise conveyed, the total amount
forgiven to date—including the first ten (10) years and any subsequent years—shall be
deducted from the original assistance amount, and the remaining unforgiven balance shall
be subject to repayment.

For example, if the first mortgage term is thirty (30) years, one-thirtieth (1/30th) of the original
assistance amount shall be forgiven for each full year of compliance from year 1 through year
30. Ifthe property is sold or transferred during this period, the repayment amount shall equal
the lesser of:

0 Theremaining unforgiven balance, or
0 Fifty percent (50%) of the seller’s net proceeds.

Post-Term Period: Upon expiration of the mortgage term and no mortgage default, no
repayment of the original assistance shall be required. However, the property shall remain
subject to resale and affordability restrictions in accordance with program policies and
ground lease, or equivalent, ensuring continued benefit to eligible low- and moderate-
income households.
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I

Assistance Provided

The homeowner received $200,000 in CDBG-DR assistance through the
Program.

Primary Mortgage Term

The homeowner’s first mortgage is for 30 years, so the soft second
mortgage is also set to 30 years.

Table 7 Repayment Scenario 1 - lllustrative Only

Policy Phase Initial Period — No Forgiveness Yet (Years 1-10)

Forgiveness

No portion of the $200,000 is forgiven.

Required Repayment

Full $200,000 is subject to repayment. However, repayment is capped at
50% of the seller’s net proceeds.

Example

If the seller’s net proceeds = $80,000, they repay only $40,000. The rest is
forgiven.

Table 8 Repayment Scenario 2

— lllustrative Only

Policy Phase Amortization Period — Gradual Forgiveness Begins (Years 11-30)

Forgiveness Formula

From Year 11 forward, $200,000 is forgiven evenly over 20 years, with
$10,000 forgiven per year.

Forgiveness So Far

By Year 15: 5 years x $10,000/year = $50,000 forgiven.

Remaining Balance

$200,000 - $50,000 = $150,000 still subject to repayment.

Seller only repays the lesser of:

Repayment Cap e $150,000 (unforgiven amount); or
e 50% of their net proceeds
Example If net proceeds = $100,000, repayment is capped at $50,000.

Table 9 Repayment Scenario 3 - lllustrative Only

Policy Phase Post-Term Period - Full Forgiveness Complete

Forgiveness

Entire $200,000 is fully forgiven. No repayment required.

Resale Rules Still Apply

The homeowner must still follow affordability and resale restrictions.

Table 10 Repayment Scenario 4

— lllustrative Only
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11. HOMEBUYER AWARD

To establish a consistent and compliant method for determining the award amount provided to
eligible homebuyers under the Single-Family New Construction Program, the County OOR has
established the following key principles. The award ensures affordability for households at or below
the applicable income limits while adhering to HUD requirements for cost reasonableness and
duplication of benefits.

The following are the key principles of the homebuyer subsidy:

1. Income Eligibility
a. Household must meet Low- and Moderate-Income (LMI) requirements (< 80% Area
Median Income (AMI), adjusted for household size, or Urgent Need (UN) (81% to 120%
AMI)
b. Income verified per HUD Part 5.
2. Maximum Award Limit
a. Award cannot exceed the lesser of the gap between total development cost of the
home and the affordable purchase price or the maximum award cap of $800,000.
b. Must comply with cost reasonableness under 2 CFR 200.404.
3. Duplication of Benefits (DOB)
a. Calculation must subtract any other assistance received (insurance, FEMA, SBA,
etc.) per Stafford Act Section 312.
4. Affordability Standard
a. Monthly housing cost burden should be between 29% and 31% of gross monthly
household income for principal, interest, taxes, and insurance (PITl) and Debt-to-
Income Ratio should be between 43% and 48%.

A. Unmet Need Gap Award Formula

The homebuyer award is calculated as:
(Total Development Cost)
Minus (-) (Affordable Mortgage Amount + Buyer Contribution + Other Assistance)
Equals (=) Award Amount

Where:
o Total Development Cost = Builder’s cost + eligible soft costs.
Affordable Mortgage Amount = Based on underwriting criteria.
e Buyer Contribution = Minimum required contribution
e Other Assistance = Any DOB sources (insurance, FEMA, SBA, etc.).

B. Income Eligibility Calculation

The County OOR has selected the HUD definition of “Part 5” Annualincome (also referred to as gross
income) to measure the eligibility of applicants to the Program. The term “Part 5” annual income is
used to refer to a household’s, person’s or family’s annual income as defined at 24 CFR 5.609. This
was formerly called the “Section 8” definition of income. Under the Part 5 definition, assets are part
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of the income calculation. If the cash value of assets is greater than $5,000, an imputed asset
calculation must be completed and compared to the actual income received from assets. For the
Program, only the following liquid assets will be counted as part of the asset income calculation:

1. Liquid financial assets, including but not limited to:
a. Checking account(s)
Savings account(s)
Money market account(s)
Certificate of deposit(s)
Cash on hand
Cryptocurrency holdings
Readily accessible investments account(s) (e.g. stocks, bonds, mutual funds)
2. Non- lqu|d financial assets, including but not limited to:

a. Annuities and retirement account(s) (e.g. 401(k), IRA, pension accounts), to the
extent the applicant has current access to, or can withdraw funds without
penalty.

b. Trustfunds available for use by the applicant

3. Other assets that can be reasonably converted to cash within 90 days

@ o aoT

C. Homebuyer Investment

Eligible homebuyers must contribute materially to the property based on an income-based tiered
structure below:

Household Income Investment

50% AMI or less Greater of 5% of the first mortgage amount or $5,000
51% - 80% AMI Greater of 7.5% of the first mortgage amount or $7,500
81% - 120% AMI Greater of 10% of the first mortgage amount or $10,000

Table 11 Homebuyer Investment

The County OOR may, through its established Exceptions Process, approve a reduced minimum
homebuyer investment when the applicant demonstrates a documented need and the reduction is
determined necessary and reasonable. All requests must be submitted in writing and evaluated on a
case-by-case basis consistent with County OOR program policy. To support housing stability,
applicants requesting an exception must demonstrate compensating factors, such as a minimum
credit score of 620 and/or verified liquid reserves identified during income eligibility and asset limit
reviews, that indicate the applicant’s ability to sustain homeownership. Exceptions may not conflict
with federal statutes or regulations.

D. Mortgage Requirements
The County OOR recognizes that the needs of homebuyers will vary depending on their individual

circumstances. The first mortgage loan must meet the following requirements to be eligible for the
program:
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e Minimum 30-year term

e Fixed rate

e Fully amortizing

e Property taxes and insurance must be escrowed

e Private individuals acting as mortgage lenders are not permitted under this program. This
includes seller-financing arrangements or loans originated by individuals not affiliated
with a recognized financial institution, credit union, or government-backed lender (e.g.,
FHA, VA, USDA).

The first mortgage amount shall be the maximum amount for which the applicant(s) can qualify,
based on theirincome, debts, and current interest rates.

[I.  Monthly Housing Payment

This policy establishes consistent and reasonable underwriting standards for evaluating a
household’s capacity to sustain housing costs after receiving Program assistance. The Program will
use both a front-end (housing) ratio and a back-end (total debt-to-income) ratio to determine
affordability, financial feasibility, and compliance with cost reasonableness requirements under 2
CFR 200 and the HUD CDBG-DR Universal Notice.

To ensure long-term housing stability and responsible stewardship of Program funds, the Program
shall assess both:

e Front-End (Housing) Ratio, and
e Back-End (Total Debt-to-Income) Ratio

Both ratios must fall within Program-defined thresholds to qualify the applicant for assistance unless
compensating factors justify an exception as permitted under this policy.

Ratio Definitions

Front-End Ratio (Housing Ratio): The front-end ratio measures the portion of gross monthly income
allocated towards housing expenses, such as mortgage principal, interest, taxes, and insurance and
Homeowners Association (HOA) fees, if applicable.

(Principal, Interest, Taxes, and Insurance (PITI) + HOA fees, if applicable + mortgage
insurance) = Gross Monthly Income

Back-End Ratio (Debt-to-Income): The back-end ratio measures the portion of gross monthly
income allocated to all ongoing monthly debt obligations,

(PITI + All Recurring Monthly Debt Obligations) + Gross Monthly Income

Underwriting Thresholds
The applicant(s) front-end ratio should be between: 29 percent (29%) and 31 percent (31%)

The applicant(s) back-end ratio should be between: 43 percent (43%) and 48 percent (48%)

Homebuyer Education Requirements
As part of an application, all applicant(s), co-applicants / co-signors and anyone who will be on the
property deed are required to attend a Homebuyer Education Workshop with a HUD-approved
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housing counseling agency. Part of this homebuyer education willinclude affordability requirements.
The Program allows any HUD-approved Housing Counseling Agency to provide the required
homebuyer education workshop. All applicants will need to provide a copy of the completed
homebuyer education course certification prior to being provided with a letter of eligibility.

Costs associated with the homebuyer education course are not covered by the Program. Applicants
will be required to pay all fees associated with the course. Costs associated with the course begin at
$30 per applicant.

Occupancy Requirements

All homes developed under the County OOR Single-Family New Construction Program must be sold
to and occupied by eligible low- and moderate-income (LMI) or urgent need (UN) first-time
homebuyers. Units must be occupied as the buyer’s primary residence. Conversion to rental or non-
residential use is not permitted. Homebuyers may only have one primary residence.

[ll.  Use of Property

The property shall be used for the primary occupancy of the qualified, eligible homebuyer(s).
Businesses operated out of the property that are incidental to residing in the property, such as a
home office, are permissible. If the unitis converted to a non-residential use or is rented without the
occupancy of the homebuyer, the homebuyer is in violation of their affordability period requirements
and may trigger the recapture provisions below.

E. Transfer of Property

In the event of a default by the homeowner, including but not limited to unauthorized sale or transfer,
failure to occupy the property as a primary residence, violation of any term of the Program Security
Documents, the County OOR shall review the circumstances on a case-by-case basis. The County
OOR may pursue any combination of the following actions:

e Require repayment of CDBG-DR assistance and net proceeds limits established in this
policy;

o Exercise the County OOR’s Option to Purchase the property under the terms of the Ground
Lease

e |nitiate enforcement of the recorded lien or mortgage through legal channels;

e Offerthe homeowner a compliance cure option or negotiated resolution; or

o Referthe matter for legal review by the County’s Corporation Counsel.

Any enforcement action shall remain subject to the Program’s affordability and resale restrictions
To protect the public investment and ensure the long-term affordability of the assisted property, the
County OOR shall retain an exclusive Option to Purchase the property upon any proposed sale or
transfer, and a right to cure any default by the homeowner. These rights are established within the
Ground Lease as a condition of assistance.
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F. Foreclosure

In the event of the foreclosure/short sale of the property, if recaptured funds are received, it will be
processed according to the requirements as indicated in Section 10 — Homebuyer Requirements. In
some cases, the County’s Department of Corporation Counsel will dictate how to proceed with
participating in the foreclosure/short sale and the collection of funds, in which case County ORR will
follow all applicable laws as notified, including but not limited to taking steps to retain the assisted
asset and protect the public investment. These steps may include, but are not limited to:

o Right of First Refusal - The County OOR, or its designee, reserves the right to exercise a
right of first refusal to purchase the property prior to any sale or transfer, allowing the
County OOR to preserve the affordability of the unit and protect the public investment by
maintaining the property for eligible affordable housing purposes consistent with CDBG-
DR regulations.

0 If the owner receives a valid offer, the County OOR (who holds the Right of First
Refusal) can match the offer or waive their right, allowing the sale to proceed.

e Attendance at Foreclosure Sale — The County OOR may attend the foreclosure sale to
represent its interest and preserve the affordability of the property.

e Bidding at Foreclosure Auction — The County OOR reserves the right to bid on the
property at the foreclosure auction to acquire the asset. If successful, the County OOR
may:

0 Holdthe property for future resale to an eligible buyer; or

0 Use the property for other eligible affordable housing purposes consistent with
CDBG-DR regulations.

G. Disposition of Recaptured Funds

e |fthe property is lost to foreclosure and the Program is unable to exercise its right of first
refusal, the Program shall recapture funds to the extent possible from net proceeds.

e Recaptured funds shall be treated as program income and used in accordance with 24
CFR 570.489(e) or 24 CFR 570.504, as applicable.

In the event of the foreclosure/short sale of the property, if recaptured funds are received, it will be
processed according to the requirements as indicated in the Default Provisions. In some cases, the
County OOR will dictate how to proceed with participating in the foreclosure/short sale and the
collection of funds, in which case the County OOR will follow all applicable laws as notified.

H. Default

I. Program Mortgage Default

Applicants assisted under the Program for their primary residence must agree to the terms of the
program. The following constitute default on the program mortgage;

1. Failure to occupy the home as their primary residence
2. Failure to maintain required insurance coverage
3. Unauthorized sale or transfer of title
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4. Unauthorized refinancing
5. Foreclosure of the primary mortgage

Default shall be effective as of the date of the default trigger, regardless of when the County OOR
becomes aware of the default. This compliance period will be outlined in the Program Security
Documents.

If a homeowner-occupant defaults on the program mortgage, the homeowner is subject to repay all
of the award amount does not amortize and there is no award forgiveness.

All Program funds recaptured shall be deposited in the County OOR CDBG-DR interest-bearing trust
account to be utilized for eligible CDBG-DR activities within County of Maui.

The Program grants forgiveness of the compliance period terms in the following extenuating
circumstances:

o If the applicant dies during the compliance period, the heirs may occupy the home as
their primary residence for the remainder of the compliance period. If the heir does not
wish to occupy the home as their primary residence the unamortized portion of the
assistance amount will be recaptured by the Program.

o If the applicant is transferred or deployed due to military service for a period that would
prevent him/her from upholding ownership and primary residence occupancy of the
destroyed home, the applicant is expected to notify the County OOR of the deployment
or transfer. Compliance period requirements will be forgiven upon notification by the
applicant to County OOR.

0 At the discretion of the County OOR, an applicant who is subject to military
deployment or transfer may be granted an extension of the applicable
affordability period for a term not to exceed five (5) years, corresponding to the
duration of the deployment or transfer. During such period, the requirements to
maintain the property as the applicant’s primary residence shall be temporarily
suspended. The applicant may lease the property at market rate and is not
subject to income eligibility or affordability restrictions for the tenants during the
approved absence. Upon the applicant's return and reestablishment of primary
residence, all program requirements shall resume, and the affordability period
shall be extended by the length of the approved absence not to exceed five (5)
years.

o |f the applicant must be moved to a permanent healthcare facility or nursing home due
to health conditions, the applicant or applicant’s designee is expected to notify the
County OOR. Compliance period requirements will be forgiven upon notification by the
applicant to the County OOR and proof of permanent displacement if provided to the
Program.

e Other circumstances beyond the applicant’s control which prevent the applicant from
being able to own and/or occupy the program-assisted home as a primary residence will
be considered on a case-by-case basis. In such cases, where the County OOR
determines that the circumstances qualify and are beyond the applicant’s control, the
compliance requirements may be fully or partially waived. Upon approval of such a
waiver, any associated affordability period obligations shall be forgiven, and no CDBG-
DR repayment shall be required.

52



DR-HOU-2.0_SFNC

Upon determination of default, the County shall issue a written Notice of Default, which shall
include:

e The basis for the default determination;

e The effective date of default;

e The estimated amount of CDBG-DR assistance subject to repayment;

o Notice that the County holds a Right of First Refusal (ROFR) with respect to any proposed
sale, transfer, or conveyance of the property;

e Notice that, if exercised, the County intends to purchase the property and resell it to the
next income- and program-eligible first-time homebuyer, in furtherance of program
affordability objectives; and

o Available cure options and applicable timelines.

Borrowers shall have thirty (30) calendar days from the date of notice to respond.

Primary Residency Default Cure Period
A one-time cure period of up to sixty (60) calendar days may be granted at the County OOR’s sole
discretion if the borrower demonstrates:

e Temporary and verifiable hardship (e.g., medical emergency, employment disruption); and
e Clear intent and ability to re-establish the property as their principal residence.

Failure to cure within the approved timeframe shall result in acceleration of repayment obligations
and continued applicability of the County’s Purchase Option.

Insurance Default Cure Period

At one-time cure period of up to sixty (60) calendar days may be granted at the County OOR’s sole
discretion if the borrower demonstrates:

e \Verifiable hardship (e.g. medical emergency, employment disruption; and
e Clearintent and ability to re-establish insurance coverage on the home

Failure to cure within the approved timeframe shall result in acceleration of repayment obligations
and continued applicability of the County’s Purchase Option.

[I.  First Mortgage Default

The purpose of the First Mortgage Default Section 10 is to ensure the long-term affordability, financial
stability, and program compliance of properties subject to the Program’s security documents. This
establishes procedures for identifying, reporting, curing, and resolving defaults on the First Mortgage
secured by the home.

A default on the first mortgage occurs when the Homeowner fails to meet one or more obligations
under the senior (first position) mortgage note or mortgage instrument, including but not limited to:

e Payment Default: Failure to make one or more required monthly mortgage payments,
resulting in the Homeowner becoming 30 days or more delinquent.

e Failure to Maintain Insurance: Lapse or cancellation of required hazard, flood (if applicable),
or other property insurance, resulting in a lender notice of non-compliance.
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e Failure to Pay Property Taxes or Assessments: Delinquency in property taxes or governmental
assessments such that a lien, notice of deficiency, or tax sale proceeding is initiated.

IIl.  Notice and Remedies

o Notice of Intent to Sell: The homeowner must provide the County OOR or its designee with
45 calendar day written notice of their intent to sell or transfer the property.

e Calculation of Resale Price: Upon receipt of the notice, the County OOR or its designee will
calculate the official Maximum Resale Price in accordance with the program's affordability
resale formula.

o Exercise of Option: The County OOR or its designee, shall have a right of first refusal to
purchase the property upon the owner’s written notice of intent to sell. The County OOR shall
have sixty (60) days from the receipt of such notice to exercise its right to Purchase the
property at the calculated Maximum Resale Price.

e Assignment of Option: If the County OOR or its designee exercises its option, it may
purchase the property directly.

o Waiver of Option: If the County OOR or its designee chooses not to exercise its option, it will
provide a written waiver to the homeowner. The homeowner may then proceed to sell the
property to an eligible buyer at a price not to exceed the Maximum Resale Price, the County
OOR- or its designee will certify income and the resale price.

IV. Default and the Right of Purchase

o Notice of Default: The homeowner must provide the County OOR or its designee with a copy
of any notice of default received from their first mortgage lender within ten (10) business
days.

e Pre-Foreclosure Purchase: In the event of a default, the County OOR or its designee may
exercise its Option to Purchase the property directly from the homeowner at the established
Maximum Resale Price, subject to the approval of the first mortgage lender. This action is
intended to prevent a foreclosure sale and retain the assisted asset.

o Foreclosure Proceedings: If a cure or pre-foreclosure purchase is not feasible and a
foreclosure sale proceeds, the County OOR or its designee will follow the procedures
outlined below, including attending the sale and bidding on the property to protect the public
investment

12. PROGRAM SECURITY DOCUMENTS

To secure the CDBG-DR investment and enforce the 99-year affordability period, the County OOR
will utilize three interdependent legal documents at closing:

A. Soft Second Mortgage

This mortgage secures the Promissory Note and places a lien on the property in favor of the County
of Maui. Its primary purpose is to serve as the enforcement mechanism for the Restrictive Covenant.
The term of the Soft Second Mortgage shall match the first mortgage term. A violation of any term in
the Covenant shall constitute a default on this mortgage.
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B. Promissory Note

This document represents the subsidy loan from the County OOR to the homebuyer. It outlines the
loan amount, the terms of forgiveness, and the conditions of repayment, which are triggered by a
default on the Restrictive Covenant.

C. Ground Lease

The County OOR willimplement a ground lease structure for homes developed under the Program to
preserve long-term affordability, maintain public stewardship of land assets, and ensure compliance
with HUD regulations. Under this model, the County OOR retains fee simple ownership of the land,
while eligible homebuyers own the residential improvements (the home).

Ground Lease Terms

e | ease Duration: Each ground lease shall have a minimum term of 99 years, renewable upon
expiration, to provide secure tenure and stability for homeowners.

e Ownership Rights: Homebuyers will hold title to the improvements constructed on the leased
land. The County retains fee simple ownership of the land.

e Primary Residence Requirement: The leased property must be occupied by the homebuyer
as their primary residence for the duration of the affordability period and lease term.

o Transfer Restrictions: Any transfer, assignment, or sale of the leasehold interest must comply
with program affordability requirements and receive prior written approval from the County
OOR.

e Resale/Recapture Provisions: The ground lease will incorporate resale restrictions or
recapture provisions to enforce affordability and prevent speculative resale. These provisions
will survive foreclosure to the maximum extent permitted by law.

e Nominal Lease Fee: The County OOR may charge an annual lease fee of $120 per year
throughout the affordability period to maintain legal enforceability of the ground lease. Any
fee adjustments must be reasonable, documented, and consistent with affordability
objectives.

o Taxes: Homebuyers are responsible for property taxes.

e |nsurance: Homebuyers are responsible for obtaining and maintaining insurance.

e Maintenance: Homebuyers are responsible for maintenance of improvements to the home.

13. APPEALS
A. Homebuyer Appeals

Homebuyer applicants who wish to contest a Program determination may request an initial appeal
directly with the Program by submitting a written request via electronic or postal mail or via the web
portal at Hookumuhou.mauicounty.gov within thirty (30) calendar days from the date of the
determination being contested. Applicants may request an appeal to contest:

e Eligibility determination.
e Duplication of Benefits gap determination.
e Award Type Determination.
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e Recapture Amount.

People who wish to request an initial appeal related to the Program may do so through any of the
following avenues:

e Web Portal: www.Hookumuhou.mauicounty.gov

e Email: info@mauioor.com

e In Writing: At any of the Program Service Centers:
Lahaina Gateway Kako‘o Maui Relief & Aid Services Center
325 Keawe St., Unit B102 153 E Kamehameha Ave., Suite 101
Lahaina, HI 96761 Kahului, HI 96732

The Program Appeals Coordinator will conduct an initial review using the request and supporting
information submitted by the applicant and make a determination. When practicable, the
determination will be made within ten (10) calendar days. Applicants will be notified in writing of the
determination made on their initial appeal via an Initial Appeal Determination Notification.

If the applicant believes that the Initial Appeal determination was made in error, the applicant may
request a Secondary Appeal directly with the County OOR Program Manager within fifteen (15)
calendar days of the date of the Initial Appeal Determination Notification. A written determination of
the secondary review will be made and issued within ten (10) calendar days when practicable.
Applicants will be notified in writing of the determination made on their appeal.

All appeal determinations made by County OOR are final with no further administrative review and
are not subject to judicial review.

An applicant cannot appeal program policies, federal regulations, or state statutes. Appeals filed
based on these reasons will be denied.

People who wish to request a Secondary Appeal related to the Program may do so through any of the
following avenues:

Email: CDBG-DR@mauicounty.gov
Attention: CDBG-DR Appeals Coordinator

In Writing: Office of Recovery, CDBG-DR
Attention: CDBG-DR Appeals Coordinator
200 S High Street
Wailuku, HI 96793

An applicant can withdraw the request for appeal at any time by providing written notice to the
County OOR of this decision. Such a written notice must be delivered to County OOR at the
address(s) referenced above.

Program requirements established by the County OOR and approved by HUD as dictated by law may
not be waived or nullified.

Only applicants and/or co-applicants, or their power of attorney may submit an appeal. Applicants
who choose to file a request for appeal are encouraged to provide individual facts or circumstances,
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as well as supporting documents to justify their appeal. In adjudication of the appeal, the Program
will only review facts and information already included in an Applicant’s file, unless the Applicant
submits new documentation. The Program has the discretion to accept or reject new documentation
based upon its relevance to the appeal.

14. EXCEPTIONS AND SPECIAL CONSIDERATIONS

The Program policies and procedures set forth the policy governing the Program and approved
Standard Operating Procedures (SOP) set forth the procedures by which policy will be enacted. The
Policies and Procedures and SOPs are intended to guide program activities and enforce compliance
with applicable federal regulations. While Policies and Procedures and SOPs govern the program,
neither should be considered exhaustive instructions for every potential scenario that may be
encountered by the Program. At times, exception to program policies and/or procedures may be
warranted. All exception requests are reviewed and adjudicated on a case-by-case basis as need
arises, at the sole discretion of the County OOR. The case-by-case analysis may consider an
applicant’s remaining unmet need and would include documentation of cost reasonableness to
confirm costs incurred are necessary and reasonable. Exceptions may be granted to program policy
or process. However, exceptions to federal regulations, laws, or statutes shall not be authorized.

15. CONFLICT OF INTEREST

The County OOR is committed to minimizing and removing any conflicts of interest in its programs,
policies, procedures and utilization of federal disaster recovery funds. The County OOR will adhere
to the conflicts of interest provisions referenced at 24 CFR 570.611. In addition, the County OOR will
comply with the County of Maui Charter, Code of Ethics (January 2025, Article 10), which establishes
high ethical standards consistent with federal requirements.

For more information, see the County OOR Conflict of Interest Policy®.

16. CROSS-CUTTING REQUIREMENTS

A. Uniform Administrative Requirements -2 CFR 200

The County OOR will comply with the records retention requirements outlined in 2 CFR Part 200,
which include maintaining financial records, supporting documentation, statistical data, and all
other relevant records. Developers must retain all records related to the Agreement, including
financial and supporting documents, for seven (7) years following HUD’s grant closeout or as
otherwise specified in 2 CFR 200.333 and 24 CFR 570.506.

4 Conflict of Interest Policy: https://hookumuhou.mauicounty.gov/31/Document-Library
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If litigation, claims, audits, negotiations, or other actions involving these records begin before the
retention period ends, all affected records must be retained until the matter is fully resolved or the
retention period expires, whichever is later.

Additionally, under 2 CFR 200.501, any non-federal entity that expends $1,000,000 or more in federal
funds during a fiscal year must undergo a single audit or program-specific audit for that year. Entities
below this threshold must still make all records available for review or audit by HUD, HUD OIG, the
County OOR (Grantee), and the Government Accountability Office (GAQO).

B. Procurement Policies

The County OOR must comply with all applicable federal, state, and local procurement
requirements. CDBG-DR funds may only be used for costs procured in accordance with these
standards. The following procurement requirements apply to subrecipients (as applicable) and the
County OOR when carrying out procurement actions:

Federal procurement standards 2 CFR 200.214 and 200.318-327
The County OOR Procurement Procedures Manual®
When procurement requirements conflict, the most stringent standards apply.
All procurement actions funded with CDBG-DR must uphold the principles of:
0 Fulland open competition
0 Independent Cost Estimates (ICE) and cost/price analysis completed before receipt
of bids or proposals
0 Documented procurement history sufficient for audit and monitoring purposes

C. Duplication of Benefits (DOB)

The Robert T. Stafford Disaster Relief and Emergency Assistance Act (Stafford Act), as amended, 42
U.S.C. 5121 et seq., prohibits any person, business concern, or other entity from receiving Federal
funds for any part of such loss as to which they have received financial assistance under any other
program, from private insurance, charitable assistance, or any other source. The Program must
consider disaster recovery aid received by applicants from any other federal, state, local, or other
source and determine if any assistance is duplicative. Any assistance determined to be duplicative
must be deducted from the Program’s calculation of the Applicant’s total need before awarding
assistance. The DOB review performed by the Program, or an authorized representative assures that
federalresources are neither duplicated norwasted when applied to the provision of homeownership
assistance. The program’s process is designed to prevent any duplication of benefits and to quickly
remedy any duplication once it is identified. To ensure the Program does not provide a duplication of
benefits, the Program will adhere to the following process:

1. Identify the Applicant’s total need;

2. ldentify total assistance available;

3. Identify the Amount to Exclude as Non-Duplicative (Amounts used for a different purpose, or
same purpose, different allowable use);

4. Identify Total DOB Amount (Total Assistance Minus Non-Duplicative Exclusions);

5 Procurement Policy: https://hookumuhou.mauicounty.gov/31/Document-Library
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5. Calculate Maximum Award (Total Need Minus Total DOB Amount); and
6. Final Award (Program Cap = Final Award if Maximum Award is equal to or greater than the
Program Cap).

Because the Program requires eligible applicants to be first-time homebuyers at the time of
application, it is expected that most applicants will not have received any benefits from other
sources for the purposes of home rehabilitation or replacement. Nonetheless, the Program will
perform the due diligence of a DOB review and ensure that program beneficiaries do not receive
duplicative, unnecessary, or unreasonable assistance. In cases where an applicant has previously
received Federal Emergency Management Administration (FEMA), Small Business Administration
(SBA), and/or any other funds for the purpose of using them to purchase residential properties, those
funds will be considered as a DOB under this Program. These funds will be deducted from the total
unmet need determination as part of the underwriting review. The following are sources of
assistance that may have been provided to Applicants and may be considered a duplication of
benefits.

Prior to awarding CDBG-DR funds, the County OOR will determine and document that the activity
costs are not available from, and are not reimbursable by, FEMA or the U.S. Army Corps of Engineers
(USACE). This review will include verification of whether FEMA or USACE assistance is currently
available for the activity, including whether any relevant application period is open, and whether the
applicant may receive reimbursement from FEMA or USACE for the same activity costs. CDBG-DR
funds will not be used for costs that are available or reimbursable through FEMA or USACE.

The County OOR will conduct a Duplication of Benefits (DOB) review for every project at time of
application, prior to award, and at time of closeout.

The County OOR Duplication of Benefits (DOB) Policy is publicly available on the County OOR’s
CDBG-DR website establishes the procedures and controls used to identify, prevent, and resolve

duplication of benefits in accordance with HUD CDBG-DR requirements.

I. Federal Emergency Management Agency - Individual Assistance (FEMA
IA)

FEMA Individual Assistance (FEMA IA) will be determined and verified by the Program through the
FEMA database. If the Program or an authorized representative cannot verify the FEMA IA amount
through the FEMA database, the Program will use the payment amount provided by the applicant at
the time of application. An applicant can provide documentation demonstrating that the FEMA A
amount provided by the FEMA database includes amounts not paid to cover the structural loss. In
such case, the Program or an authorized representative will use the documentation provided by the
applicant to adjust the FEMA IA amount considered in the DOB analysis. The documentation
supplied by the applicant must come from FEMA.

lIl. Federal Emergency Management Agency — Public Assistance (FEMA PA)

FEMA Public Assistance (FEMA PA) will be determined and verified by the Program through
coordination with various County of Maui departments, and available FEMA databases.
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[1l.  Private Insurance

All private insurance settlement amounts for loss of dwellings are deducted from the Applicant’s
award.

IV. Legal Settlements

Funds received from any settlement or trust resulting from the August 2023 Wildfires may be
considered a DOB for the Program per HUD. Lawsuit settlements will be evaluated for DOB
applicability as more information becomes available.

Legal fees that were paid by the applicant to successfully obtain insurance proceeds are considered
exclusions to the applicant and are not included as part of their DOB. Applicants must provide
evidence of payment and a judgment or settlement demonstrating the success in the legal action.
All other legal fees that an applicant may have paid out of any disaster assistance proceeds are
deducted as part of their DOB if the assistance funding used was intended for purchase of a home.

V. Other Sources of Duplication of Benefits

Charitable Organizations

Following a disaster, charitable organizations provide many kinds of contributions, including
donations, grants, or loans, among other types of assistance. Grants and cash donations designated
for specific eligible work, even when provided from non-Federal sources, but designated for the same
purpose as Federal disaster funds generally are considered a duplication of benefit. Grants and cash
donations received for unspecified purposes (e.g., "for disaster recovery/relief efforts") or for work
not eligible for federal assistance does not constitute a duplication of benefits.

Local Funding Sources

Although the potential for DOB arises most frequently under homeowner rehabilitation programs, it
is not limited solely to that type of activity. In some instances local funds may be available for new
construction and infrastructure activities. The County OOR will coordinate with applicable County
departments to verify and document any potential DOB. If local funds were previously designed or
planned for these activities but are no longer available, the County OOR will document the County
does not have funds set aside.

VI. DOB Review

The Program or an authorized representative will review each application to determine if funding
awarded or donated to the applicant was received for the same purpose as the assistance made
available to the applicant through the Program. For this purpose, applicants must provide insurance
documentation, FEMA, SBA, and any other type of documentation demonstrating the receipt of
funds. The Program will verify the accuracy of the submitted documentation before an award is
offered to an applicant. Then, the Program or an authorized representative will determine the
applicant’s total unmet needs and calculate the applicant’s total DOB, if any. The applicant must
have an unmet need to move forward in the Program.

The County OOR will reassess unmet need whenever new information indicates that an applicant’s
project costs, damages, or available assistance have changed. Reassessment may be triggered by
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revised cost estimates, professional inspections, scope changes, additional disaster impacts, or
updated documentation of assistance received or available. As part of the reassessment, the County
OORwill require applicants to provide updated supporting documentation sufficient to verify revised
need and all forms of assistance, and the basis for any revised unmet need determination and
corresponding award adjustment will be documented in the project file.

The Program or an authorized representative must ensure compliance with the Stafford Act by
collecting, analyzing, and verifying funds or assistance received by applicants for purposes of
homeownership. Any sources of funding previously received by the applicant for the same purpose
as the assistance made available by the Program will be deducted from the total unmet needs. The
calculation of DOB must be based on the collection of documentation provided by the applicant or
obtained by the Program via one of County OOR’s information sharing agreements. For example, DOB
will be calculated from information obtained from SBA, FEMA, and/or in-kind assistance used for the
same purpose as the CDBG-DR award. The final award will be calculated by subtracting any DOB
assistance from the total unmet need of the applicant. To comply with these requirements, the
Program or its authorized representative will enter the applicant's information into the DOB database
to determine whether the applicant received additional financial funds as well as to ensure that any
funds determined to be DOB are deducted from the final assistance award.

Regarding charity or in-kind assistance, the Program requires full disclosure from the applicant
during the application intake process and will review the lending documentation to ensure
duplicative assistance is accounted for in unmet needs calculation. The applicant must repay any
assistance later determined to be DOB, i.e., received for the same purpose as those awarded or
provided with CDBG-DR funds. The applicant must certify they understand this requirement as
outlined in detail in the subrogation terms included in the Subrogation Agreement.

Warning: Any person who knowingly makes a false claim or statement to HUD or causes another to
do so may be subject to civil or criminal penalties under 18 U.S.C. 2, 287, 1001 and 31 U.S.C. 3729.

The County OOR will periodically monitor subrogation agreements. Monitoring may include review of
applicant certifications, follow-up reporting requirements, review of updated assistance
information, and other documentation necessary to determine whether additional assistance for the
same purpose has been received. If additional duplicative assistance is identified during the
monitoring review, the County OOR will enforce repayment in accordance with the subrogation
agreement.

D. Environmental Review

Prior to construction or procurement, an Environmental Review Record (ERR) must be completed to
document compliance with 24 CFR 58, the National Environmental Policy Act (NEPA), and related
regulations. No choice-limiting actions, such as procurement, site clearance, acquisition,
rehabilitation, construction, may occur before environmental clearance is issued through HUD’s
issuance of the Authority to Use Grant Funds (AUGF).
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E. Labor Standards

. Davis Bacon and Related Acts (DBRA)

As applicable, the County OOR complies with the Davis-Bacon and Related Acts (DBRA), which
require the payment of prevailing wages to laborers and mechanics on federally funded construction
projects.

IIl. Hawaii Revised Statutes (HRS), Chapter 104

The County OOR will comply with Chapter 104 of the Hawaii Revised Statutes. Chapter 104, HRS, is
the wage and hour law on State and county public works construction projects. Major requirements
of the law include the payment of prevailing wages and overtime to laborers and mechanics working
on the project; submission of weekly certified payrolls; record keeping; and posting and notification
to employees of the prevailing wage rates.

Every public works construction project over $2,000, involving a State or county governmental
contracting agency, is covered, whether it is in the form of a contract awarded through a formal bid
process, purchase order, voucher, or lease arrangement. Warranty work performed by a Developer
or its contractor/subcontractor is covered.

The law applies to work performed at the public work job site by any laborer or mechanic, including
owner-operators. It also applies to a laborer or mechanic who is employed at a public work site and
transports materials, supplies or equipment:

a) Toorfrom a public work site; or
b) Between a public work site and another public work site or a dedicated site

Under Section 12-22-1, Hawaii Administrative Rules (HAR):

"Construction of public work" includes without limitation new construction, reconstruction,
development, improvement, alteration, repair, renovation, painting, decorating, dredging, shoring,
simultaneous sewer inspection and repair, and any other activity performed by a laborer or mechanic
employed at the site of a public work or at any property used by the developer, dedicated for the
performance of the contract, such as batch plants, borrow pits, fabrication plants, mobile factories,
job headquarters, and tool yards. As used in this definition, "other activity performed by a laborer or
mechanic employed at the site" includes the following if the activity is an integral part of or is in
conjunction with a construction contract, or if there is substantial construction activity involved in a
supply, service, or other type of non-construction contract:

1) Manufacturing or furnishing of materials, articles, supplies, or equipment on the job site;

2) Warranty work;

3) Demolition or excavation;

4) Landscaping;

5) Termite treatment; and

6) Installation at the construction site of items or articles fabricated off-site, such as shelving,

drapery, and communications equipment.
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"Public work" means any project, including development of any housing pursuant to section 46-15 or
chapter 201H and development, construction, renovation, and maintenance related to
refurbishment of any real or personal property, where the funds or resources required or used to
undertake the project are to any extent derived, either directly or indirectly, from public revenues of
the State or any county, or from the sale of securities or bonds whose interest or dividends are exempt
from state or federal taxes.

Under Section 201H-1, Hawaii Revised Statutes (HRS):
"Housing project" or "project":

(1) Includes all real and personal property, buildings and improvements, commercial spaces,
lands for farming and gardening, and community facilities acquired or constructed or to be
acquired or constructed, and all tangible or intangible assets held or used in connection with
the housing project; and

(2) May also be applied to the planning of the buildings and improvements, the acquisition of
property by purchase, lease, or otherwise, the demolition of existing structures, the
construction, reconstruction, alteration, and repair of the improvements, and all other work
in connection therewith.

F. Section 3

The Program is subject to Section 3 requirements in 24 CFR Part 75. The County OOR is the
responsible entity for Section 3 compliance and maintains a County-wide Section 3 Policy® that
governs the implementation, reporting, and prioritization of employment and contracting
opportunities for low- and very low-income persons. Developers are not required to create their own
Section 3 Policy, but must follow the County OOR’s adopted policy, including:

e Usingrequired contractor notices and bid packet inserts, as applicable;

e |ncorporating Section 3 clauses and certifications into applicable contracts;

e Prioritizing, to the greatest extent feasible, employment and training opportunities for Section
3 workers;

e Ensuring that Section 3 clauses and certifications are included in all applicable contracts
and solicitations;

e Meeting labor hour benchmarks; and

e Maintaining documentation of good-faith efforts and reporting required information to the
County OOR

Section 3 applies to HUD-funded housing or public construction projects where the total amount of
HUD assistance exceeds $200,000. Projects below this threshold are not subject to Section 3
requirements and are encouraged to support the intent of Section 3 whenever feasible.

6 Section 3 Policy: https://hookumuhou.mauicounty.gov/31/Document-Library
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G. Minimizing Displacement and Uniform Relocation Action (URA)

The County OOR will seek to minimize the direct and indirect displacement of individuals, families,
businesses, farms, and nonprofit organizations, and persons with disabilities recognizing the
significant challenges displacement can cause.

The County OOR will implement this policy in a manner consistent with, and in adherence to, the
County OOR’s Residential Anti-Displacement and Relocation Assistance Plan (RARAP) and the
County OOR’s URA and Section 104(d) Plan, which together establish the County’s CDBG-DR
portfolio-wide policies and procedures for minimizing displacement, providing relocation
assistance, and delivering advisory services in connection with CDBG-DR assisted activities.

Where activities funded under this policy may result in temporary relocation or permanent
displacement, the County OOR will apply the requirements and protections set forth in the RARAP
and the URA and Section 104(d) Plan, as applicable. Program-specific provisions contained in this
policy are intended to supplement, and not replace, those plans.

The County OOR’s RARAP and URA and Section 104(d) Plan are publicly available on the County
OOR’s CDBG-DR website and shall be consulted and applied for all CDBG-DR assisted activities that
may affect occupants or property interests. In the event of any inconsistency, the provision affording
greater protection to affected persons shall apply.

Each project and activity will be evaluated on a case-by-case basis to determine the applicability in
accordance with the URA and Section 104(d) Plan. The County OOR will complete the URA Plan
Appendix Il - URA & Section 104(d) Project Review & Assessment Checklist for each infrastructure,
mitigation, housing, and economic development activity prior to execution of a written agreement
and will update the assessment if project scope or conditions change.

Optional relocation assistance is not provided under this Program unless required based on the
applicability determination described above. Any optional relocation assistance will be made based
on an assessment of need and be made uniformly available across like classes of persons.

When providing relocation assistance, the County ORR will make appropriate accommodations to
consider the needs of members of vulnerable populations, including but not limited to accounting
for the needs of persons with disabilities

H. Fraud, Waste and Abuse

The County OOR, as grantee, is committed to the responsible management of CDBG-DR funds by
being a good advocate of the resources while maintaining a comprehensive policy for preventing,
detecting, reporting, and rectifying fraud, waste, abuse, or mismanagement.

Pursuant to FR-6489-N-01, as amended, the County OOR implements adequate measures to create
awareness and prevent fraud, waste, abuse, or mismanagement among other irregularities in all
programs administered with CDBG-DR funds as well as encourages any individual who is aware or
suspects any kind of conduct or activity that may be considered an act of fraud, waste, abuse, or
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mismanagement, regarding the CDBG-DR Program, to report such acts to the County OOR - CDBG-
DR Internal Audit Office, directly to the Office of Inspector General (OIG) at HUD, or any local or
federal law enforcement agency.

For more information, see the County OOR Fraud, Waste and Abuse Policy.”

|. Lead Based Paint

County OOR will ensure compliance with all lead-safe building requirements. Although this program
primarily funds new construction, certain activities—such as demolishing existing structures or
converting non-residential buildings to residential use—may involve lead-based paint removal. In
these cases, County OOR will enforce both the Environmental Protection Agency (EPA) Renovation,
Repair, and Painting (RRP) Rule and the HUD Lead Safe Housing Rule (LSHR) to safeguard workers
and future occupants from lead hazards.

J. Flood Insurance

Although the intent of the Program is to prohibit the development of new single family housing in
hazardous areas, if any potential developable site is partially or fully located in a Special Flood
Hazard Area (SFHA), any federal assistance provided for construction will require the property owner
to obtain and maintain flood insurance, in the amount and duration prescribed by FEMA’s National
Flood Insurance Program (NFIP), for the life of the property. Failure to maintain flood insurance will
result in disqualification from future federal disaster assistance. This requirement must be clearly
disclosed to any homebuyer or property owner at the time of sale or transfer.

17. ADMINISTRATIVE RESPONSIBILITIES
A. Budgeting

County OOR, Developers, are required to maintain strict budgetary controls throughout the period of
performance. Each project budget must include sufficient contingency funds to address unforeseen
costs and prevent budget shortfalls or emergency funding requests. Failure to maintain adequate
financial planning and controls may result in corrective actions, suspension of disbursements, or
termination of the funding agreement.

B. Invoicing

Developers must submitinvoices at intervals aligned with completed construction milestones. Each
invoice must include supporting documentation to verify progress and expenditures, such as site
photographs, bills of sale, proofs of payment, and other relevant records. County OOR reserves the
right to request additional documentation as needed to confirm that invoicing is accurate, complete,
and compliant with program requirements.

7 Fraud, Waste and Abuse Policy: https://hookumuhou.mauicounty.gov/DocumentCenter/View/117/Fraud-
Waste-and-Abuse-PDF
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C.Program Income

Some projects funded with CDBG-DR will generate income, referred to as program income. All
program income must be managed and used in compliance with the requirements outlined in
Federal Register Notice 90 FR 1754, as amended, 24 CFR 570.504, and all other applicable CDBG-
DR regulations. Program income must be tracked, reported, and applied to eligible activities that
meet a national objective, following HUD guidance and the procedures established in this policy.

Program income is any money earned directly from the use of CDBG-DR funds. Examples include:

e Rentorsale proceeds from property bought or improved with grant funds.

e Payments on CDBG-DR-funded loans (principal and interest).

e Proceeds from selling loans made with CDBG-DR funds.

e Interest earned on program income before it’s spent.

e Special assessments from non-LMI properties for improvements paid with CDBG-DR funds.

e Income from a government ownership interestin a for-profit business, if supported by CDBG-
DR.

If only part of a project is paid with CDBG-DR funds, only a share of the income counts as program
income, based on how much CDBG-DR contributed.

For more information on Program Income requirements, see the County OOR’s Financial
Management Policy.®

D. Records Retention

Developers are required to maintain complete and accurate records for all program activities
throughout the entire period of performance, the closeout of the CDBG-DR grant and for a period of
seven (7) years following the closeout of the grant. Certain records, as designated by County OOR,
must be retained beyond grant closeout to comply with federal, state, and local requirements. These
may include financial documentation, environmental review records, procurement files, and
beneficiary data. Failure to retain records as required may result in corrective actions or other
enforcement measures.

E. Access to Records

County OOR will ensure that all program records are accessible in compliance with 24 CFR 570.506,
which governs recordkeeping requirements for units of local government. Entities with explicit
authority to access these records include the U.S. Department of Housing and Urban Development
(HUD), the Office of Inspector General (OIG), and the Government Accountability Office (GAO).

In addition, the public shall have access to records regarding the past use of CDBG and CDBG-DR
funds to promote transparency and accountability. However, such records must not disclose any
personally identifiable information (PIl) or other sensitive data. County OOR and its subrecipients are

8 Financial Management Policy: https://hookumuhou.mauicounty.gov/31/Document-Library
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responsible for ensuring that all public disclosures comply with applicable privacy and
confidentiality requirements.

F. Project Files

County OOR requires that a complete project file be maintained for each homebuyer participating in
the Single-Family New Construction Program. These files must document all activities related to the
homebuyer’s participation and compliance with program requirements. At a minimum, each project
file mustinclude:

¢ Household Identification: Documentation of the identity of all household occupants.

¢ Application and Intake Method: Records showing how the homebuyer entered the program,
such as a completed application or referral documentation.

¢ HUD-Required Reporting Information: Data necessary for HUD reporting, including
information on low- and moderate-income (LMI) persons and other data required under 24
CFR 570.506(g)(2) for entry into DRGR.

o Eligibility Documentation: Documentation demonstrating the applicant meets all program
eligibility requirements, including status as a US Citizen or immigration status, income, asset
limit, unmet need, a first-time homebuyer, evidence of a first mortgage commitment, and
qualification as a returning wildfire displaced resident.

e Proof of Income: Documentation verifying household income to support compliance with
the National Objective.

¢ Financial Records: Records related to affordability determinations, including calculations
and supporting documentation.

e Environmental Review: Documentation demonstrating completion of the required
environmental review in accordance with HUD regulations, including the applicable review
level, all supporting analyses, required notices, and evidence of environmental clearance
prior to the commitment of funds.

o Executed Agreements and Contracts: Copies of all signed agreements and contracts
related to the purchase of the home, including affordability covenants and any applicable
financing instruments.

o Certificate of Occupancy: Documentation of a valid Certificate of Occupancy, or
equivalent, issued by the applicable jurisdiction confirming the property meets all building
codes and is approved for occupancy prior to project completion and homeowner moves in.

G. Personally Identifiable Information

County OOR and all subrecipients and developers must implement measures to safeguard
personally identifiable information (Pll) contained in case files and other program-related
documents. Pllincludes, butis not limited to, names, addresses, locations, Social Security numbers,
email addresses, birthdates, and any other data that could be used alone or in combination to
identify an individual.
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18. MONITORING AND CLOSEOUT

A. Monitoring Notification and Process

The County OOR will implement an annual monitoring process to ensure compliance with HUD
requirements for the first-time homebuyers assisted under the Program. Monitoring will be
conducted on 100% of households assisted and is reviewed annually. In addition to scheduled
monitoring, monitoring will also be triggered by specific actions related to recorded liens, such as
requests for lien releases, property transfers, or indications of non-compliance with affordability
requirements. Reviews will confirm that the property remains the homeowner’s primary residence,
affordability requirements are met, and any resale or recapture provisions are enforced. Verification
may include occupancy certifications, utility bills, or other documentation. The County OOR will
maintain an affordability tracking for all assisted units and document monitoring results in a
summary report. Any findings requiring corrective action will be addressed promptly. All monitoring
activities will be conducted in accordance with HUD regulations, 24 CFR Part 570 and 2 CFR Part
200, and records will be retained for the required period following HUD grant closeout.

County OOR will also monitor compliance with DOB and subrogation obligations for a reasonable,
risk-based period after closing or project completion through annual certification, review upon
transfer, lien release, default, or other compliance trigger, and review of later assistance identified
through applicant disclosure or available data sources. The monitoring period, risk basis, review
results, and any repayment or recapture determination will be documented in the project file.

B. Closeout

Closeout is the formal determination that all requirements of the Agreement and the Program have
been fully satisfied. The closeout process begins when:

e Allapproved work has been completed.

e Allunits created under the Program have been sold to eligible homebuyers.

o All payments have been properly processed, reconciled, and documented.

e Allresponsibilities outlined in the Agreement have been fulfilled.

e Any outstanding monitoring findings or compliance issues have been resolved.

County OOR will complete a closeout in coordination with the Implementation Vendor or Developer
to confirm that these requirements have been met. Successful completion of the project will be
recorded in HUD’s Disaster Recovery Grant Reporting (DRGR) system, and a final performance
report, referred to as the Quarterly Performance Report (QPR), will be submitted at closeout to
summarize the project’s outcomes and achievements. Once all closeout requirements are satisfied,
County OOR will issue a formal notice of closeout for the project.

Projects with unresolved issues including but not limited to open labor complaints or disputes,
unpaid restitution, missing documentation (such as certified payrolls or Section 3 reports), or other
compliance deficiencies, will not be closed out until these matters are fully resolved.
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19. ACRONYMS AND DEFINITIONS

AUGF - Authority to Use Grant Funds HUD’s approval allowing the County OOR to begin federally
funded activities following completion of an environmental review.

AMI - Area Median Income, as published annually by HUD. Used to determine income eligibility
(£120% AMI for this Program).

Applicant A household applying for assistance under the County OOR Single-Family New
Construction Program.

CDBG-DR - Community Development Block Grant - Disaster Recovery, federal funds
administered by HUD for long term- disaster recovery.

County OOR - County of Maui, Office of Recovery, the entity responsible for administering
CDBG-DR programs.

CPR - Certified Payroll Report, typically HUD Form WH347, required for Davis- Bacon wage
compliance.

DBRA - Davis-Bacon and Related Acts, federal labor standards requiring prevailing wages on
applicable construction projects.

DOB - Duplication of Benefits, Financial assistance from another source for the same purpose as
CDBG-DR assistance; must be deducted from total need under the Stafford Act.

DRGR - Disaster Recovery Grant Reporting System, HUD’s system used to track expenditures,
performance, and compliance.

ERR - Environmental Review Record, documentation required under 24 CFR Part 58 before
choice-limiting actions.

FEMA IA - Federal Emergency Management Agency - Individual Assistance, financial assistance
to disaster impacted- households.

FMV - Fair Market Value, used in subsidy calculations and resale restrictions.

HRS - Hawaii Revised Statutes, including Chapter 104 wage requirements for State and County
public works.

HUD - U.S. Department of Housing and Urban Development, federal agency administering
CDBG-DR.

HOA - Homeowners’ Association, may be applicable for attached or shared-wall home types.

LMI - Low and Moderate-income, defined as <80% AMI. A core CDBG-DR National Objective.
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LMH - Low/Moderate-lIncome Housing National Objective category for homeownership
assistance.

MID - Most Impacted and Distressed area as identified by HUD.

Mortgage Ready - Homebuyer meets lender underwriting standards for a first mortgage.

NTP - Notice to Proceed, issued by County OOR to authorize construction start.

Part 5 Income - HUD’s methodology for determining annual household income under 24 CFR 5.609.

Pll - Personally Identifiable Information, protected information that must be secured under federal
privacy requirements.

Program - The County OOR Single-Family New Construction Program described in this policy.

Program Income - Revenue generated from the use of CDBG-DR funds (e.g., home sale proceeds,
loan repayments), governed by 24 CFR 570.504.

QPR - Quarterly Performance Report, required HUD reporting within DRGR.

RARAP - Residential Anti-Displacement and Relocation Assistance Plan, required under 24 CFR
42 and Section 104(d).

Section 3 - Federal requirement (24 CFR Part 75) directing employment and contracting
opportunities to low-income persons- and businesses.

SFHA - Special Flood Hazard Area, where Program assisted- housing is prohibited.

Soft Second Mortgage - A secondary financing instrument securing the subsidy and enforcing long
term- affordability.

SOW - Scope of Work, detailed description of construction tasks and specifications.

URA - Uniform Relocation Assistance and Real Property Acquisition Policies Act (49 CFR Part
24).

WUI - Wildland Urban Interface, areas requiring special fire resistant- building standards.
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