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CHDO 201

How to Become Certified as a 
CHDO

Why These Sessions Are Important

Starting with 2017 funding rounds, IHCDA will 
amend its policies in a way that will give a 
significant advantage to IHCDA-certified 

CHDOs.  

WHAT IS A CHDO & WHY ARE 
CHDOS IMPORTANT?

Let’s review CHDO 101
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CHDO 101 Review

• CHDO certification requirements
• CHDO Roles

– Owned, Sponsored, Developed

• CHDO Pools of Funds 
– Predevelopment
– Operating Supplement
– 15% Set-Aside for Development
– CHDO Proceeds

What is a CHDO
• Community Housing Development 

Organization – also known as CHDO
• It is a special kind of non-profit organization 

that meets certain organizational 
requirements

• CHDOs are certified by IHCDA
• Special streams of funding are made available 

to IHCDA-certified CHDOs

Why Are CHDOs Important

• IHCDA must reserve not less than 15% of its 
HOME allocation each year for investment in 
housing to be developed, sponsored or 
owned by CHDOs
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HOME CHDO Policies
Funding Type Description

CHDO Set-Aside 92.300(a) 15% of PJ’s annual allocation must be reserved for 
CHDO projects (tracked on a cumulative basis)

2015 HOME Allocation:

2016HOME Allocation: 

2015 Minimum CHDO Set-Aside: $ 1,405,362

2016 Minimum CHDO Set-Aside: $ Estimated to 
be same as 2015

Predevelopment  Loans 92.300(c), 92.301 $250,000

CHDO Proceeds 92.300 (a)(2), CPD Notice 97-09 CHDO may retain proceeds from project. Reuse of 
proceeds must be for L/M housing or HOME 
activities

CHDO Operating Supplement For any fiscal year, a CHDO may not receive more 
than $50,000

CHDO Certification 
Subpart A, Section 92.2

 Governing board of not less than 1/3 low-income 
persons & not more than 1/3 public officials

 501c3 or c4 ruling from IRS
 Demonstrated capacity for carrying out activities 

assisted with HOME funds
 History of serving the community in which the HOME 

assisted housing is located for a minimum of one year
 Among its purposes the provision of decent housing 

that is affordable to low and moderate income 
persons (charter, articles of incorporation, resolutions, 
or by-laws)

What does it take to be a 
CHDO?

It’s not just about completing 
the CHDO checklist
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What Does It Take to be a CHDO?

• A legally incorporated tax-exempt nonprofit 
organization;

• An independent organization free of undue 
control by for-profit or governmental entities;

• Accountable to the low income community it 
serves; and

• Capable of undertaking the development of 
affordable housing.

Board Member Compliance

• Resident of a low-income neighborhood in 
the community, where 51% or more of the 
residents are low-income

• Low-income resident of the community
• Elected representative of a low-income 

neighborhood organization, comprised 
primarily of residents of a low-income 
neighborhood & whose purpose is to serve 
the interests of the neighborhood residents

Certification “Tests”

• Not automatic
• Quantitative & qualitative tests must be 

completed
– Is there a defined housing project?
– Does the organization have capacity to play the 

CHDO role it has selected?
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What Role Will the CHDO Play?

• Homebuyer Housing
– Developer
– Sponsor

• Rental Housing
– Owner
– Developer
– Sponsor – CHDO Affiliate as Owner
– Sponsor – CHDO Affiliate as Developer
– Sponsor - Turnkey

Capacity

• What is the location?
• Define the proposed project.
• Demonstrated capacity

– Resumes / description of experience for staff 
assigned to the project

– W-2s for identified staff or copies of employment 
contract

Required Attachments

• Articles of Incorporation / Charter
• Current Bylaws
• Certificate of Good Standing or Existence (no 

less than 60 days prior to application)
• IRS Nonprofit Designation letter
• Map & Description of Service Area
• Current Board Roster, indicate LI reps & 

public official/employee status
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Required Attachments (cont’d)

• Board Member Certifications
– Governmental Official/Employee Status
– Board Member Certifications of LI Rep Status

• Corporate profile of for-profit entity that 
created organization (if applicable)

• Adopted policy (e.g. board resolution) 
defining process for LI Beneficiary Input

• Statement outlining results of input process, 
including documentation (notes, minutes)

Required Attachments (cont’d)

• Corporate profile for prospective CHDO 
describing at least one year history of 
providing service within the organization’s 
service area
– Regional orgs – highlight service history in 

specific local community where proposed CHDO 
project is located

• CHDO Staff Roster
• W-2s for staff assigned to proposed project

Required Attachments (cont’d)

• Resumes/bios for staff assigned to proposed project
• Job descriptions for key staff positions responsible for 

proposed CHDO project
• 2 CFR 200.302 & 200.303 Financial Standards 

Certification/Documentation
• Current fiscal year operating budget
• Most recent IRS Form 990
• Strategic business plan, including description of 

ongoing & pipeline project
• Description of previous HOME funded CHDO projects
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CHDO Self-Assessment

“Developer Capacity”

Considerations – Rental

• Ability to manage affordable rental housing 
projects

• Similar project location, size & scope
• Using multiple subsidies
• History working together
• Similar type of construction
• Developing affordable housing
• Reputation

Skills to Consider - Rental

• Project management
• Market analysis
• Site selection & control
• Design, architecture & engineering
• Planning & construction
• Property management
• Legal & Accounting
• HOME / IHCDA rules
• LIHTC/Other rules
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Development Team’s Fiscal Soundness

• Demonstrate financial ability to complete the 
project (development) & support project 
(operations)

• Provide evidence of available capital
– Current financial statements
– Need sufficient reserves/LOC to complete project

• Demonstrate stability of the project through 
pro-forma

Assessments of New Developers

• Capacity of staff
• Use of experts
• Capacity of contractor
• Other team members
• Rental is extremely complex – should a new 

CHDO with limit experience be considered?

Key Areas to be Assessed

• CHDO’s handle on:
– the community’s housing needs
– Market 
– Tolerance for risk
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Risk Areas

• Sponsor risk
• Market risk
• HOME compliance risk
• Design risk
• Environmental risk
• Revenue risk

Risk Areas (cont’d)

• Operating expense risk
• Capital needs risk
• Cash flow risk
• Risk of inadequate sources
• Risk of additional uses

How to Mitigate Risk

Underwrite for Capacity



2/22/2016

10

Risk Areas

• Construction risk 
– Developer capacity to manage process
– Risk of source & use timing problems

• Lease-up Risk

Capacity is Key

• Performance
• Organizational Governance
• Fiscal Soundness
• Stakeholder Relations

Past & Current Performance

• Has the CHDO performed adequately in past 
HOME, CHDO & other real estate 
development activities?

• Is it in good standing on all development & 
administrative activities?

• Does it show the capacity to take on 
additional activity and continue to manage its 
other projects  programs?
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Organizational Structure/Governance

• Corporate: Can the current structure support 
housing development activities?

• Management: Does the CHDO have a current 
strategic plan that guides its activities?

• Are the corporate lines of authority for 
development activities clear?

• Pipeline: Does the CHDO have a clear picture 
of its current pipeline & program 
responsibilities?

Organizational Structure/Governance

• Pipeline: Are there other activities that may 
suffer or not be able to be pursued due to 
development activities?

• Does the portfolio evidence competent 
management?

• Do the properties appear to have adequate 
funding?

Organizational Structure/Governance

• Board Expertise: Do board members have 
skills directly relevant to housing 
development?

• Has the board demonstrated the ability to 
make timely decisions?

• Has there been stability/continuity of board 
members recently?

• Is there a good relationship between board & 
staff?
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Staff Capacity

• Are the roles / responsibilities of individual 
staff clear?
– For the proposed project?

• Do assigned staff have appropriate 
experience relative to their role?

• Do staff have adequate time to devote to 
new projects?

• Do staff have access to ongoing 
education/training?

Fiscal Soundness

• Financial Management: Is there evidence that 
CHDO meets the federal financial management 
standards?

• Is there sufficient oversight of all financial 
activities?

• Is financial reporting regular, current & sufficient 
for board to forecast & monitor the financial 
status of the corporation?

• Financial Stability: How regularly does it 
experience cash flow problems?

Fiscal Soundness

• Liquidity: Does CHDO management manage its 
current cash position & maintain controls over 
expenditures?

• Does current balance sheet & budget indicate 
sufficient funds to support essential operations?

• Audit: Does the CHDO have an annual audit?
• Were there management or compliance findings 

in the last 2 years?  Are they resolved?
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Stakeholder Relations

• Community relations: How strong are the 
current reputation of the corporation & the 
relationship with the community?

• Can the CHDO reasonably be expected to 
overcome any NIMBY opposition in the 
service area?

• Does the CHDO have effective working 
relationships with other local orgs

Stakeholder Relations

• Local government relations: How strong is the 
CHDO’s relationship w/local gov’t?

• How strongly does local gov’t support its 
housing activities?

• Lender/funder relations: Does the CHDO have 
good working relationships w/lenders, especially 
those who might participate in the proposed 
project?

• Does the CHDO have established relationships 
w/other funding that might participate in the 
proposed project?

Other CHDO Sessions Offered

• CHDO 101 – What is a CHDO & Why Become One?
• CHDO 201 – How to Become Certified as a CHDO
• CHDO Direct TA – CHDO Certification Application TA (by 

request)

• CHDO Direct TA – CHDO Project Application TA (by request)

• CHDO 301 – IHCDA’s New CHDO Program
• CHDO 401 – Pre-Development – Assembling a Good 

Project
• CHDO 501 – Pre-Development – Strategic Planning, 

Team Building, Board Capacity Building
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Tools & Resources

• HUD Webpage for CHDOs: 
http://www.hud.gov/offices/cpd/affordableh
ousing/programs/home/topical/chdo.cfm

• For assistance with facilitating your CHDO 
capacity assessment: 
heather@hpgnetwork.com

Additional &/or Specific 
Questions?

SSpergel@ihcda.in.gov


