Model Municipal CHIP Participation Policy

[INSERT Municipality Name] CHIP Participation Policy

PURPOSE. This Municipal CHIP Participation Policy (“policy”) guides the Municipality’s consideration of projects proposed for financing through Vermont’s Community and Housing Infrastructure Program (“CHIP”).

CHIP allows a municipality to retain a portion of the tax increment - the additional property tax revenue generated by the increased assessed value of an approved housing development, including a municipal share and a share that would otherwise go to the state Education Fund - to pay for eligible infrastructure that supports the development.

CHIP may help a housing project move forward, but municipal participation may also create financial, legal, and administrative responsibilities. This policy establishes a clear and consistent process for deciding whether a proposed project is a good fit for the community and whether the Municipality should sponsor it.

This policy is intended to help the Municipality:
· support projects that advance local housing and community goals;
· understand the benefits, costs, and risks of each proposal;
· use public resources responsibly;
· set clear expectations for developers;
· make decisions through an open and transparent process; and
· meet applicable CHIP requirements.

This policy supplements Vermont law, CHIP Guidance, and other municipal policies. If a provision of this policy conflicts with law or binding program requirements, those requirements control. If a provision of this policy conflicts with existing municipal policies, the legislative body is responsible for resolving the conflict.

MUNICIPAL PARTICIPATION. Municipal participation in CHIP is voluntary. A project does not have a right to municipal sponsorship or the use of tax increment. The legislative body may decline a proposal even if the project appears eligible for CHIP.

Preliminary meetings or reviews, staff comments, requests for information, or authorization to continue review do not represent final approval or a promise of municipal support.

The Municipality will consider sponsoring a CHIP project only when the legislative body, in its estimation, determines the proposal:
1. supports municipal housing, land use, infrastructure, or community development goals;
2. provides a clear public benefit;
3. appears financially and practically feasible;
4. would not move forward as proposed without CHIP assistance;
5. assigns responsibilities and risks fairly;
6. provides reasonable protection for municipal taxpayers; and
7. is in the best interests of the community.

The legislative body may pause or end its review at any time if these standards are not met.

COMMUNITY GOALS. The Municipality may consider CHIP projects that support one or more of the following goals: [INSERT MUNICIPALITY’S GOALS OR USE ONE OR MORE OF THE FOLLOWING]
· create housing needed by the community or region;
· provide housing affordable to households with a range of incomes;
· support compact development in or near existing centers;
· make good use of existing roads, water, wastewater, utilities, and public services;
· provide infrastructure needed for new housing;
· redevelop vacant, underused, or contaminated property;
· support development allowed by municipal plans and bylaws;
· strengthen the municipal tax base;
· support accessible, energy-efficient, or resilient housing; or
· provide another public benefit identified by the legislative body.

The proposed public benefits should be clear, realistic, and proportionate to the public assistance requested.

BASIC STANDARDS FOR PROJECT CONSIDERATION. Before sponsoring a CHIP project, the legislative body should determine that the project meets the following basic standards.

A. The Project Fits the Community. The proposed housing development should be generally consistent with:
· the municipal plan;
· zoning and other local bylaws;
· identified housing needs;
· infrastructure and capital plans; and
· other community goals adopted or endorsed by the legislative body.

The legislative body should also consider whether the proposed location, size, density, housing type, and infrastructure are appropriate for the community.

B. The Project Is Ready for Municipal Review. The developer should have completed enough predevelopment work to allow the legislative body to understand the project proposal and make reasonable tax increment estimates.

Depending on the project, this may include:
· control of or permission to develop the site;
· a project concept or preliminary site plan/sketch plan;
· an estimated number and type of housing units;
· preliminary infrastructure plans;
· an estimated development schedule;
· early environmental or site investigations;
· estimated project and infrastructure costs;
· a preliminary financing plan; and
· identification of the development team.

As project planning and financing progress, the legislative body may conduct additional review(s) at its discretion.

C. The Developer Has the Capacity to Complete the Project. The legislative body should consider whether the developer has:
· experience suited to the size and type of project;
· qualified professional support;
· the financial capacity to complete the development;
· a realistic plan for obtaining financing;
· a record of completing similar work, when applicable; and
· the ability to meet reporting, compliance, and agreement requirements.

The legislative body may request information about prior projects, financing, legal disputes, tax delinquencies, defaults, or other matters that could affect project completion.

D. CHIP Assistance Is Necessary. The developer must explain why the housing development or infrastructure would not move forward, would be substantially delayed, or would provide fewer public benefits without CHIP.

CHIP should not be used only to increase a developer’s profit or replace other financing that is reasonably available.

The legislative body may require an independent review of project costs, financing, projected income, expected return, funding gaps, infrastructure costs, property values, or other information used to support the request.

INFORMATION REQUIRED FROM THE DEVELOPER. The legislative body will require the developer and project sponsor to provide sufficient information to review the project, develop and submit a CHIP application, and administer an approved CHIP site.

At minimum, this information includes:
· the names and roles of the property owner, developer, sponsor, and major project partners;
· a description of the proposed housing development;
· the project location and evidence of site control;
· the number and types of housing units proposed;
· information about expected housing affordability, if applicable;
· a description of the infrastructure to be financed;
· preliminary project plans;
· estimated development and infrastructure costs;
· proposed funding and financing sources;
· an estimated project schedule;
· the expected taxable value of the completed development;
· the amount and type of CHIP assistance requested;
· an explanation of why CHIP is necessary;
· the expected public benefits; and
· known risks, permits, approvals, or unresolved issues.

The legislative body may request additional information based on the project’s size, complexity, or risk. Providing information does not guarantee approval by the legislative body.

MUNICIPAL REVIEW PROCESS. The Municipality will generally use the following review process.

Step 1: Preliminary Discussion. The developer must meet with designated municipal representative(s) to introduce the project, discuss community goals, and learn about local expectations.

The discussion may cover:
· the proposed development;
· possible public benefits;
· likely infrastructure needs;
· project readiness;
· municipal capacity;
· the CHIP process; and
· information needed for further review.

Step 2: Initial Legislative Body Review. After receiving preliminary project information, municipal staff, officials, or a designated review group may prepare an initial assessment for consideration by the legislative body.

The assessment should consider:
· alignment with community goals adopted or endorsed by the legislative body;
· project readiness;
· developer qualifications;
· possible public benefits;
· likely municipal responsibilities;
· known risks;
· staff and consultant needs; and
· whether further review is warranted.

Based on the standards set forth in this policy, the legislative body may then:
· decline the proposal;
· request more information;
· authorize additional review; or
· authorize submission of a CHIP Interest Form.

Authorization to continue the review process or to submit a CHIP Interest Form is not final project approval.

Step 3: Due Diligence. Before making a final commitment, the legislative body will review the project’s legal, financial, technical, and administrative risks.

The scope of review should reflect the size and complexity of the project. It may include:
· project feasibility;
· infrastructure design and costs;
· environmental or permitting conditions;
· property value and tax increment projections;
· project financing;
· municipal debt and cash-flow risks;
· the effect on municipal services;
· long-term infrastructure ownership and maintenance;
· developer qualifications;
· the need for CHIP assistance; and
· the proposed housing infrastructure agreement.

The legislative body may obtain outside professional assistance as needed. This may include legal counsel, bond counsel, financial advisors, engineers, appraisers, accountants, planners, development consultants, or other professional assistance.

Professionals reviewing the proposal for the Municipality must represent the Municipality’s interests, even if the developer pays or reimburses their costs.

Step 4: Public Process and Approval. The legislative body must complete all notices, hearings, plans, approvals, voter actions, and state reviews required by Vermont law and CHIP Guidance.

Public information should explain the following in plain language:
· the proposed housing development;
· the infrastructure to be financed;
· the amount and type of public financing;
· how tax increment is expected to be used;
· the responsibilities of the Municipality and developer;
· major project risks;
· protections for taxpayers; and
· expected community benefits.

The legislative body may approve or conditionally approve submission of a CHIP application or decline further review of the proposal. Municipal approval may be subject to State approval, voter approval, final financing terms, completion of agreements, or other conditions.

FINANCIAL REVIEW AND RISK. Tax increment projections are estimates and are not guaranteed.

Before approving a project, the legislative body should consider what may happen if:
· construction begins later than expected;
· fewer housing units are built;
· property values are lower than projected;
· infrastructure costs increase;
· interest rates or financing costs rise;
· property taxes are appealed or unpaid;
· the development is only partially completed;
· tax increment is not enough to make the expected payments; and 
· other risks that may cause actual tax increments to be less than projected.

The legislative body should use reasonable and conservative assumptions and should not rely only on estimates prepared by the developer.

Before issuing municipal debt or making another financial commitment, the legislative body should understand:
· the amount and length of the commitment;
· the expected repayment source;
· whether municipal general revenues are at risk;
· the effect on municipal borrowing capacity;
· cash-flow needs before tax increment is received;
· who is responsible for cost overruns;
· who is responsible if tax increment falls short; and
· what financial security is available.

The legislative body should avoid taking risks that the developer or another project party is better able to manage.

HOUSING INFRASTRUCTURE AGREEMENT. An approved CHIP project must have a written housing infrastructure agreement that is reviewed by counsel representing the municipality. The agreement must clearly address CHIP requirements and may address other items. 

Depending on project risk, the legislative body, at its discretion, may require financial or performance protections, such as:
· a letter of credit;
· performance or payment bonds;
· a completion guarantee;
· a reserve account;
· phased reimbursement;
· insurance;
· a lien or other collateral; or
· another form of security recommended by municipal advisors.

ENDING OR SUSPENDING REVIEW. The legislative body may pause or end its review when:
· the proposal no longer supports community goals;
· required information is not provided;
· the project is not financially feasible;
· the developer lacks the capacity to complete it;
· risks cannot be reasonably addressed;
· expected public benefits are reduced;
· the project no longer meets CHIP requirements; or
· continued participation is not in the Municipality’s best interests.

The legislative body must document its decision and should provide the developer with written notice within 5 business days of the decision. Failure to provide notice does not modify or reverse the legislative body’s decision. The legislative body’s decision is final.

MUNICIPAL REVIEW COSTS. The legislative body may elect to use approved CHIP tax increment for the municipality’s eligible legal, financial, engineering, appraisal, planning, construction, review, or other costs as permitted by CHIP. The legislative body also may choose to pursue grants, loans, and other funding to support these costs.

ETHICS, TRANSPARENCY, AND RECORDS. Municipal officials and employees must follow the Vermont Municipal Code of Ethics.

The developer must disclose related-party transactions, shared ownership, or other financial relationships that may affect the project.

The Municipality must maintain records of:
· project submissions;
· reviews and analyses;
· public notices and hearings;
· approvals;
· agreements;
· financing;
· payments;
· construction progress;
· tax increment;
· reports; and
· compliance issues.

Records retention must follow the applicable retention schedule as set by the Vermont State Archives & Records Administration (VSARA) or as required for final audit and closeout of the CHIP project, whichever is longer.

Information will be made available to the public as required by law. Legally protected information may remain confidential.

MONITORING AN APPROVED PROJECT. For each approved project, the legislative body should identify the municipal official, employee, committee, or contractor responsible for oversight and montoring.

The Municipality will monitor:
· project milestones;
· infrastructure and housing construction;
· actual costs;
· financing;
· payments and reimbursements;
· assessed value;
· tax increment received;
· debt payments;
· developer obligations;
· affordability or other public-benefit commitments; and
· compliance with the housing infrastructure agreement.

Material changes should be reviewed before they are implemented. These may include major changes in project ownership, housing units, affordability, infrastructure, costs, financing, schedule, or municipal risk.

The legislative body [INSERT should or must] receive a project update at least once each year while CHIP obligations remain active.

POLICY ADMINISTRATION AND REVIEW. The [INSERT NAME OF POSITION WITH POLICY OVERSIGHT RESPONSIBILITY] will coordinate administration of this policy under the direction of the legislative body.

The legislative body may adopt guidance, application forms, review worksheets, cost-reimbursement agreements, and other procedures to support this policy.

The legislative body should review this policy when CHIP law or Guidance changes or when local experience shows that updates are needed.

EFFECTIVE DATE. This policy will become effective immediately upon its adoption by the [INSERT Name of Municipal Legislative Body].

Adopted: 	(INSERT Date)	
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