Disclaimer:  This sample draft document was developed by MSHDA Office of Community Development, to incorporate CDBG and MSHDA Rental Rehabilitation policy into the document.  However, a MSHDA Grantee should consult with their attorney and amend this document as needed to insure that it is in compliance with any appropriate local, state, or federal laws applicable.  Any amendments are subject to MSHDA OCD review.

Model Document #21
REGULATORY AGREEMENT FOR

RESTRICTION OF USE AND OCCUPANCY

MICHIGAN RENTAL REHAB PROGRAM
This Agreement, which shall serve as a Regulatory Agreement, and have the full force of a restrictive covenant running with the land pursuant to Public Act 346 of the Michigan Public Acts of 1966, as amended is dated as of this [date of contract], and entered into between the City of       a Michigan municipal corporation (hereinafter “Lender”), whose address is [lender address], [city], Michigan, [zip], and [property owner name and spouse], husband and wife, (hereinafter “Borrower/Owner”), whose address is [property owner home address].
RECITALS:

A.
The Michigan State Housing Development Authority, a public body corporate and politic of the State of Michigan, acting on behalf of the State of Michigan (the Authority) as an administrator of Community Development Block Grant (CDBG) funds made available by the U.S. Department of Housing and Urban Development (HUD) subject to the requirements of Section 24, Part 570 of the code of Federal Regulations (24 CFR 570, et. seq.), has awarded Rental Rehab Program funds to the City of      , as a “CDBG Grantee” for the implementation of a local Rental Rehabilitation Program (RRP). 
B.
The City has entered into a Grant Agreement with the Authority to implement the RRP, subject to the requirements of the Authority and regulations set forth in 24 CFR 570 et seq.

C.
The Borrower, as property owner of certain rental property (hereinafter referred to as the Property), located at [rental property address], [city], Michigan, and more particularly described hereto and incorporated herein, has made an application to the City of       for RRP funds in order to finance the rehabilitation of certain rental units located on the property.

Legal Description:  

D.
24 CFR 570 requires that at least 51% of rental units assisted with RRP funds be affordable to low income tenants.

E.
The lender, as a State Recipient, is required to implement this requirement by restrictive covenant pursuant to its agreements with the Authority, and the power granted to it thereby; and 

NOW, THEREFORE, in consideration of the receipt of RRP funds, and the receipt of other good and valuable consideration, the sufficiency of which is hereby acknowledged, the parties hereto agree as follows:

1.
The Borrower/Owner, for itself, its successors and assigns, hereby covenants and agrees to comply with the CDBG program and the Authority policy requirements as set forth in 24 CFR 570. These regulatory requirements, which shall constitute a covenant running with the land, means that the Borrower/Owner and its successors and assigns agree to the following:

A. To rent at least 51% of the housing units in the CDBG-assisted project to tenants with household income below 80% of the Area Median Income (AMI).  Additionally, the rents charged to these tenants cannot exceed the HUD’s Fair Market Rent for the county the project is located in.  These rent and income restrictions apply only to the initial tenants, and not to subsequent tenants.  The Borrower/Owner agrees to certifying rents and incomes for these initial tenants.  Furthermore, the Borrower/Owner agrees to maintain the units assisted with CDBG funds as residential rental property for a period of five years after the project is completed.  The owner also agrees to make these units when vacant, available for rental to the general public for this five year period. The owner also agrees to list these units on the Michigan Housing Locater www.michiganhousinglocater.com web-site for the same five year period.  The Borrower/Owner also agrees to offer all tenant households a minimum lease period of 12 months.
B. Provided, furthermore, if tenants are in place at the time of rehabilitation, the Borrower/Owner, for itself and its successors and assigns, hereby agrees not to increase their rent from the pre-rehabilitation rents for the period ending one year from the completion of the rehabilitation. Furthermore rental rates will not increase more than 10% annually during the term of the contract for any resident and shall be subject to the requirements set forth in the preceding paragraph.
C. It is not a program requirement to provide verification of income for the market rate units (up to 49% of the units), in the CDBG assisted project.  However the property owner agrees to provide the City with the following information regarding the household(s) in the market rate units.

· Number of members in household

· Household type (single, non-elderly, elderly, single parent, 2 parents, other)

· Race of the head of household

· Annual household income (as disclosed by head of household, no verification required) 

2. The parties hereto further covenant and agree that this restrictive covenant with respect to low-income affordability shall expire on [date of discharge], subject to the following exception:

D. Upon foreclosure by a lender or other transfer in lieu of foreclosure resulting from a financial default, the affordability restrictions may terminate. However, if at any time following transfer by foreclosure or transfer in lieu of foreclosure, but still during the term of the affordability period, the owner of record prior to the foreclosure or transfer in lieu of foreclosure, or any newly formed entity that includes the former owner or those with whom the former owner has or had family or business ties, obtains an ownership interest in the project to property, the affordability period shall be revived according to its original terms.

Provided, furthermore, that the Borrower/Owner hereby agrees that the Lender may use purchase options, right of first refusal or other preemptive rights to purchase the housing before foreclosure or deed in lieu of foreclosure in order to preserve its affordability.

IN WITNESS WHEREOF, the parties hereto, by their duly authorized representatives, have executed this Regulatory Agreement as of the day and year first above written.

WITNESS:








BY:  













ITS:  






A MICHIGAN MUNICIPAL CORPORATION


BORROWER:







BY:  













ITS:  






STATE OF MICHIGAN 
)

)

County of      
)

The foregoing instrument was acknowledged before me on                                       , 20       , by       and      , husband and wife.

Notary Public, 


 County, MI

My Commission expires:

This Document was drafted by       and when recorded please return to:
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