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Internal Revenue Code
§ 42. Low-income housing credit
(@) In general
For purposes of section 38, the amount of the low-income housing

credit determined under this section for any taxable vear in the credit
period shall be an amount equal to -
(1) the applicable percentage of
(2) the qualified basis of each qualified low-income building. (b)
Applicable percentage: 70 percent present value credit for certain
new buildings; 30 percent present value credit for
certain other buildings
(1) Determination of applicable percentage
For purposes of this section, the term "applicable percentage”
means, with respect to any building, the appropriate percentage
prescribed by the Secretary for the earlier of -
(i) the month in which such building is placed in service, or
(ii) at the election of the taxpayer -

(I) the month in which the taxpayer and the housing credit
agency enfer into an agreement with respect to such building
(which is binding on such agency, the taxpayer, and all
successors in interest) as to the housing credit dollar

amount to be allocated to such building, or
(1) in the case of any building to which subsection
(h)(4)(B) applies, the month in which the tax-exempt
obligations are issued.
A month may be elected under clause (ii) only if the election
is made not later than the 5th day after the close of such
month. Such an election, once made, shall be irrevocable.

(B) (1) Method of prescribing percentages

The percentages prescribed by the Secretary for any month
shall be percentages which will yield over a 10-year period
amounts of credit under subsection (a) which have a present
value equal Lo -

(i) 70 percent of the qualified basis of a new building
which is not federally subsidized for the taxable year, and
(i) 30 percent of the qualified basis of a building not
described in clause (1).

(C) Method of discounting

The present value under subparagraph (B) shall be determined

- (1) as of the last day of the 1st year of the 10-year
period referred to in subparagraph (B),
(ii) by using a discount rate equal to 72 percent of the

average of the annual Federal mid-term rate and the annual

Federal long-term rate applicable under section 1274(d)(1) to

the month applicable under clause (i) or (ii) of subparagraph
(A) (1) and compounded annually, and
(iii) by assuming that the credit allowable under this
section for any year is received on the last day of such
year.
(2) Temporary minimum credit rate for non-federally
subsidized new buildings
In the case of any new building -
(A) which is placed in service by the taxpayer after the date

of the enactment of this paragraph and before December 31,

2013, and
(B) which is not federally subsidized for the taxable year,
the applicable percentage shall not be less than 9 percent.

(3) Cross references



(A) For treatment of certain rehabilitation expenditures as
separate new buildings, see subsection (e).

(B) For determination of applicable percentage for increases
in qualified basis after the 1st year of the credit period, see
subsection (f)(3).

(C) For authority of housing credit agency to limit
applicable percentage and qualified basis which may be taken
into account under this section with respect to any building,
see subsection (h)(7).

(c) Qualified basis; qualified low-income building
For purposes of this section -
(1) Qualified basis
(A) Determination

The qualified basis of any qualified low-income building for

any taxable year is an amount equal to -
(1) the applicable fraction (determined as of the close of
such taxable year) of
(i) the eligible basis of such building (determined under
subsection (d)(5)).
(B) Applicable fraction

For purposes of subparagraph (A), the term "applicable

fraction” means the smaller of the unit fraction or the floor

space fraction.

(C) Unit fraction
For purposes of subparagraph (B), the term "unit fraction"
means the fraction -
(i) the numerator of which is the number of low-income

units in the building, and

(ii) the denominator of which is the number of residential

rental units (whether or not occupied) in such building.
(D) Floor space fraction
For purposes of subparagraph (B), the term "floor space
fraction" means the fraction -
(1) the numerator of which is the total floor space of the
low-income units in such building, and
(ii) the denominator of which is the total floor space of
the residential rental units (whether or not occupied) in
such building.
(E) Qualified basis to include portion of building used
to provide supportive services for homeless
In the case of a qualified low-income building described in
subsection (1)(3)(B)(1ii), the qualified basis of such building
for any taxable year shall be increased by the lesser of -
(i) so much of the eligible basis of such building as is
used throughout the year to provide supportive services
designed to assist tenants in locating and retaining
permanent housing, or
(ii) 20 percent of the qualified basis of such building
(determined without regard to this subparagraph).
(2) Qualified low-income building

The term "qualified low-income building" means any building

- (A) which is part of a qualified low-income housing project
at all times during the period -
(i) beginning on the 1st day in the compliance period on
which such building is part of such a project, and
(1i) ending on the last day of the compliance period with

respect to such building, and



(B) to which the amendments made by section 201(a) of the Tax
Reform Act of 1986 apply.
(d) Eligible basis
For purposes of this section -
(1) New buildings
The eligible basis of a new building is its adjusted basis as
of the close of the 1st taxable year of the credit period.
(2) Existing buildings
(A) In general
The eligible basis of an existing building is -

(i) in the case of a building which meets the requirements
of subparagraph (B), its adjusted basis as of the close of
the 1st taxable year of the credit period, and

(ii) zero in any other case.

(B) Requirements
A building meets the requirements of this subparagraph if -
(1) the building is acquired by purchase (as defined in
section 179(d)(2)),
(11) there is a period of at least 10 years between the

date of its acquisition by the taxpayer and the date the

building was last placed in service,

(1ii) the building was ﬁol previously placed in service by
the taxpayer or by any person who was a related person with
respect to the taxpayer as of the time previously placed in
service, and :

(iv) except as provided in subsection (f)(5), a credit is
allowable under subsection (a) by reason of subsection (e)
with respect o the building,

(C) Adjusted basis

For purposes of subparagraph (A), the adjusted basis of any
building shall not include so much of the basis of such
building as is determined by reference to the basis of other
property held at any time by the person acquiring the building.
(D) Special rules for subparagraph (B)

(i) Special rules for certain transfers

For purposes of determining under subparagraph (B)(ii) when

a building was last placed in service, there shall not be

taken into account any placement in service -

(I) in connection with the acquisition of the building in a
transaction in which the basis of the building in the hands
of the person acquiring it is determined in whole or in part
by reference to the adjusted basis of such building in the
hands of the person from whom acquired,

(I1) by a person whose basis in such building is
determined under section 1014(a) (relating to property
acquired from a decedent),

(T11) by any governmental unit or qualified nonprofit

organization (as defined in subsection (h)(5)) if the
requirements of subparagraph (B)(ii) are met with respect
to the placement in service by such unit or organization
and all the income from such property is exempt from
Federal income taxation,

(IV) by any person who acquired such building by
foreclosure (or by instrument in licu of foreclosure) of
any purchase-money security interest held by such person if
the requirements of subparagraph (B)(ii) are met with
respect to the placement in service by such person and such

building is resold within 12 months after the date such




building is placed in service by such person afier such
foreclosure, or
(V) of a single-family residence by any individual who
owned and used such residence for no other purpose than as
his principal residence.
(i) Related person
For purposes of subparagraph (B)(iii), a person
(hereinafter in this subclause referred to as the "related
person”) is related to any person if the related person bears
a relationship to such person specified in section 267(b) or
707(b)( 1'), or the related person and such person are engaged
in trades or businesses under common control (within the
meaning of subsections (a) and (b) of section 52).
(3) Eligible basis reduced where disproportionate standards
for units

(A) In general
Except as provided in subparagraph (B), the eligible basis of

any building shall be reduced by an amount equal to the portion

of the adjusted basis of the building which is attributable to
residential rental units in the building which are not low-
income units and which are above the average quality standard
of the low-income units in the building.
(B) Exception where taxpayer elects fo exclude excess costs
(i) In general
Subparagraph (A) shall not apply with respect to a
residential rental unit in a building which is not a low-

income unit if -

(1) the excess described in clause (it) with respect to
such unit is not greater than 15 percent of the cost
described in clause (ii)(11), and
(II) the taxpayer elects to exclude from the eligible
basis of such building the excess described in clause (ii)
with respect to such unit.
(11) Excess
The excess described in this clause with respect to any
unit is the excess of -
(I) the cost of such unit, over
(1I) the amount which would be the cost of such unit if
the average cost per square foot of low-income units in the
building were substituted for the cost per square foot of
such unit.
The Secretary may by regulation provide for the determination

of the excess under this clause on a basis other than square

foot costs.

(4) Special rules relating to determination of adjusted basis

For purposes of this subsection -
(A) In general

Except as provided in subparagraphs (B) and (C), the adjusted
basis of any building shall be determined without regard to the
adjusted basis of any property which is not residential rental
property.
(B) Basis of property in common areas, etc., included

The adjusted basis of any building shall be determined by
taking into account the adjusted basis of property (of a

character subject to the allowance for depreciation) used in



common areas or provided as comparable amenities to all
residential rental units in such building.
(C) Inclusion of basis of property used to provide services
for certain nontenants
(1) In general
The adjusted basis of any building located in a qualified
census tract (as defined in paragraph (5)(C)) shall be
determined by taking into account the adjusted basis of
property (of a character subject to the allowance for
depreciation and not otherwise taken into account) used
throughout the taxable year in providing any community
service facility.
(i1) Limitation
The increase in the adjusted basis of any building which is

taken into account by reason of clause (i) shall not exceed

the sum of -
(I) 25 percent of so much of the eligible basis of the
qualified low-income housing project of which it is a part
as does not exceed $15,000,000, plus
(1) 10 percent of so much of the eligible basis of such
project as is not taken into account under subclause (I).
For purposes of the preceding sentence, all community service
facilities which are part of the same qualified low-income
housing project shall be treated as one facility.
(iii) Community service facility

For purposes of this subparagraph, the term "community
service facility" means any facility designed to serve

primarily individuals whose income is 60 percent or less of

area median income (within the meaning of subsection

(Z)(1)(B)).
(D) No reduction for depreciation

The adjusted basis of any building shall be determined
without regard to paragraphs (2) and (3) of section 1016(a).
(5) Special rules for determining eligible basis

(A) Federal grants not taken into account in

determining eligible basis

The eligible basis of a building shall not include any costs

financed with the proceeds of a federally funded grant.
(B) Increase in credit for buildings in high cost areas
(i) In general
In the case of any building located in a qualified census

tract or difficult development area which is designated for

purposes of this subparagraph -
(T) in the case of a new building, the eligible basis of
such building shall be 130 percent of such basis determined
without regard to this subparagraph, and
(IT) in the case of an existing building, the rehabilitation
expenditures taken into account under subsection (e) shall
be 130 percent of such expenditures determined without
regard to this subparagraph.
(ii) Qualified census tract
(1) In general
The term "qualified census tract” means any census tract
which is designated by the Secretary of Housing and Urban
Development and, for the most recent year for which census

data are available on household income in such tract,




either in which 50 percent or more of the households have an
income which is less than 60 percent of the area median
gross income for such year or which has a poverty rate of
at least 25 percent. If the Secretary of Housing and Urban
Development determines that sufficient data for any period
are not available to apply this clause on the basis of
census tracts, such Secretary shall apply this clause for
such period on the basis of enumeration districts.
(II) Limit on MSA's designated

The portion of a metropolitan statistical area which may be
designated for purposes of this subparagraph shall not exceed
an area having 20 percent of the population of such

metropolitan statistical area.

(I1T) Determination of areas

For purposes of this clause, each metropolitan
statistical area shall be treated as a separate area and
all nonmetropolitan areas in a State shall be treated as 1
area.

(1i1) Difficult development areas

(D) In general

The term "difficult development areas" means any area
designated by the Secretary of Housing and Urban
Development as an area which has high construction, land,
and utility costs relative to arca median gross income.
(IT) Limit on areas designated

The portions of metropolitan statistical areas which may
be designated for purposes of this subparagraph shall not

exceed an aggregate area having 20 percent of the

population of such metropolitan statistical areas. A
comparable rule shall apply to nonmetropolitan areas.
(iv) Special rules and definitions

For purposes of this subparagraph -

(I) population shall be determined on the basis of the most
recent decennial census for which data are available, (IT)
area median gross income shall be determined in accordance
with subsection (g)(4),

(III) the term "metropolitan statistical area” has the

same meaning as when used in section 143(k)(2)(B), and

(IV) the term "nonmetropolitan area” means any county (or
portion thereof) which is not within a metropolitan
statistical arca.

(v) Buildings designated by State housing credit agency Any
building which is designated by the State housing credit
agency as requiring the increase in credit under this
subparagraph in order for such building to be financially
feasible as part of a qualified low-income housing project
shall be treated for purposes of this subparagraph as located
in a difficult development arca which is designated for
purposes of this subparagraph. The preceding sentence shall
not apply to any building if paragraph (1) of subsection (h)
does not apply to any portion of the eligible basis of such
building by reason of paragraph (4) of such subsection.

(6) Credit allowable for certain buildings acquired during

10- year period described in paragraph (2)(B)(ii)

(A) In general
Paragraph (2)(B)(ii) shall not apply to any federally- or

State-assisted building.




(B) Buildings acquired from insured depository institutions
in default
On application by the taxpayer, the Secretary may waive
paragraph (2)(B)(ii) with respect to any building acquired from
an insured depository institution in default (as defined in section
3 of the Federal Deposit Insurance Act) or from a receiver or
conservator of such an institution.
(C) Federally- or State-assisted building
For purposes of this paragraph -
(1) Federally-assisted building
The term "federally-assisted building” means any building
which is substantially assisted, financed, or operated under
section 8 of the United States Housing Act of 1937, section
221(d)(3), 221(d)(4), or 236 of the National Housing Act, section
515 of the Housing Act of 1949, or any other housing program
administered by the Department of Housing and Urban
Development or by the Rural Housing Service of the Department
of Agriculture.
(1) State-assisted building
The term "State-assisted building" means any building which
is substantially assisted, financed, or operated under any
State law similar in purposes to any of the laws referred to
in clause (1).
(7) Acquisition of building before end of prior compliance period
(A) In gencral ;
Under regulations prescribed by the Secretary, in the case of
a building described in subparagraph (B) (or interest therein)
which is acquired by the taxpayer -

(1) paragraph (2)(BB) shall not apply, but

(i1) the credit allowable by reason of subsection (a) to

the taxpayer for any period after such acquisition shall be

equal to the amount of credit which would have been allowable
under subsection (a) for such period to the prior owner

referred to in subparagraph (B) had such owner not disposed

of the building:

(B) Description of building
A building is described in this subparagraph if -
(i) a credit was allowed by reason of subsection (a) to any
prior owner of such building, and
(ii) the taxpayer acquired such building before the end of the
compliance period for such building with respect to such prior
owner (determined without regard to any disposition by such
prior owner).
(e) Rehabilitation expenditures treated as separate new building
(1) In general
Rehabilitation expenditures paid or incurred by the taxpayer
with respect to any building shall be treated for purposes of
this section as a separate new building.
(2) Rehabilitation expenditures
For purposes of paragraph (1) -
(A) In general
The term "rehabilitation expenditures” means amounts
chargeable to capital account and incurred for property (or
additions or improvements to property) of a character subject
to the allowance for depreciation in connection with the

rehabilitation of a building.

(B) Cost of acquisition, etc,(2) not included




Such term does not include the cost of acquiring any building
(or interest therein) or any amount not permitted to be taken
into account under paragraph (3) or (4) of subsection (d).

(3) Minimum expenditures to qualify
(A) In general

Paragraph (1) shall apply to rehabilitation expenditures with
respect to any building only if -

(i) the expenditures are allocable to 1 or more low-income
units or substantially benefit such units, and

(ii) the amount of such expenditures during any 24-month
period meets the requirements of whichever of the following
subclauses requires the greater amount of such expenditures:

(I) The requirement of this subclause is met if such
amount is not less than 20 percent of the adjusted basis of
the building (determined as of the 1st day of such period
and without regard to paragraphs (2) and (3) of section
1016(a)).

(1I) The requirement of this subclause is met if the
qualified basis attributable to such amount, when divided
by the number of low-income units in the building, is
$6,000 or more.

(B) Exception from 10 percent rehabilitation

In the case of a building acquired by the taxpayer from a
governmental unit, at the election of the taxpayer,
subparagraph (A)(i1)(1) shall not apply and the credit under
this section for such rehabilitation expenditures shall be
determined using the percentage applicable under subsection
(b)(2)(B)(ii).

(C) Date of determination

The determination under subparagraph (A) shall be made as of
the close of the 1st taxable year in the credit period with

respect to such expenditures.

(D) Inflation adjustment

In the case of any expenditures which are treated under
paragraph (4) as placed in service during any calendar year
after 2009, the $6,000 amount in subparagraph (A)(ii)(IT) shall
be increased by an amount equal to -

(1) such dollar amount, multiplied by
(1) the cost-of-living adjustment determined under section
1{f)(3) for such calendar year by substituting "calendar year
2008" for "calendar year 1992" in subparagraph (B) thereof.
Any increase under the preceding sentence which is not a
multiple of $100 shall be rounded to the nearest multiple of
$100.
(4) Special rules

For purposes of applying this section with respect to
expenditures which are treated as a separate building by reason
of this subsection -

(A) such expenditures shall be treated as placed in service
at the close of the 24-month period referred to in paragraph
(3)(A), and

(B) the applicable fraction under subsection (c)(1) shall be
the applicable fraction for the building (without regard to
paragraph (1)) with respect to which the expenditures were
incurred.

Nothing in subsection (d)(2) shall prevent a credit from being
allowed by reason of this subsection.

(5) No double counting



Rehabilitation expenditures may, at the election of the

taxpayer, be taken into account under this subsection or
subsection (d)(2)(A)(i) but not under both such subsections.
(6) Regulations to apply subsection with respect to group of
units in building
The Secretary may prescribe regulations, consistent with the
purposes of this subsection, treating a group of units with
respect to which rehabilitation expenditures are incurred as a
separate new building.
(f) Definition and special rules relating to credit period
(1) Credit period defined
For purposes of this section, the term "credit period" means,
with respect to any building, the period of 10 taxable years
beginning with -
(A) the taxable year in which the building is placed in
service, or
(B) at the election of the taxpayer, the succeeding taxable
year,
but only if the building is a qualified low-income building as of
the close of the Ist year of such period. The election under
subparagraph (B), once made, shall be irrevocable.
(2) Special rule for 1st year of credit period
(A) In general
The credit allowable under subsection (a) with respect to any
building for the st taxable year of the credit period shall be
determined by substituting for the applicable fraction under
subsection (¢)(1) the fraction -

(1) the numerator of which 1s the sum of the applicable

fractions determined under subsection (¢)(1) as of the close

of each full month of such year during which such building
was in service, and
(11) the denominator of which is 12.
(B) Disallowed st year credit allowed in 11th year
Any reduction by reason of subparagraph (A) in the credit
allowable (without regard to subparagraph (A)) for the Ist
taxable year of the credit period shall be allowable under
subsection (a) for the 1st taxable year following the credit
period.
(3) Determination of applicable percentage with respect
to increases in qualified basis after 1st year of credit
period (A) In general
In the case of any building which was a qualified low-income
building as of the close of the 1st year of the credit period,
if -
(1) as of the close of any taxable year in the compliance
period (after the st year of the credit period) the
qualified basis of such building exceeds
(ii) the qualified basis of such building as of the close
of the 1st year of the credit period,
the applicable percentage which shall apply under subsection
(a) for the taxable year to such excess shall be the percentage
equal to 2/3 of the applicable percentage which (after the
application of subsection (h)) would but for this paragraph
apply to such basis.

(B) 1st year computation applies



A rule similar to the rule of paragraph (2)(A) shall apply to

any increase in qualified basis to which subparagraph (A)
applies for the 1st year of such increase.
(4) Dispositions of property
If a building (or an interest therein) is disposed of during
any year for which credit is allowable under subsection (a), such
credit shall be allocated between the parties on the basis of the
number of days during such year the building (or interest) was
held by each. In any such case, proper adjustments shall be made
in the application of subsection (j).
(5) Credit period for existing buildings not to begin
before rehabilitation credit allowed
(A) In general
The credit period for an existing building shall not begin
before the 1st taxable year of the credit period for
rehabilitation expenditures with respect to the building.
(B) Acquisition credit allowed for certain buildings not
allowed a rehabilitation credit
(1) In general
In the case of a building described in clause (ii)
- (I) subsection (d)(2)(B)(iv) shall not apply,
and
(II) the credit period for such building shall not begin
before the taxable year which would be the 1st taxable year
of the credit period for rehabilitation expenditures with
respect to the building under the modifications described
in clause (ii)(IL).

(i1) Building described

A building is described in this clause if -

(I) a waiver is granted under subsection (d)(6)(C) with
respect to the acquisition of the building, and
(1) a credit would be allowed for rehabilitation
expenditures with respect to such building if subsection
(€)(3)(A)(ii)(1) did not apply and if the dollar amount in
effect under subsection (e)(3)(A)(1i)(II) were two-thirds
of such amount.
(g) Qualified low-income housing project
For purposes of this section -
(1) In general
The term "qualified low-income housing project" means any
project for residential rental property if the project meets the
requirements of subparagraph (A) or (B) whichever is elected by
the taxpayer:
(A) 20-50 test
The project meets the requirements of this subparagraph if 20
percent or more of the residential units in such project are
both rent-restricted and occupied by individuals whose income
is 50 percent or less of area median gross income.
(B) 40-60 test
The project meets the requirements of this subparagraph if 40
percent or more of the residential units in such project are
both rent-restricted and occupied by individuals whose income
is 60 percent or less of area median gross income.
Any election under this paragraph, once made, shall be

irrevocable. For purposes of this paragraph, any property shall

not be treated as failing to be residential rental property

merely because part of the building in which such property is



located is used for purposes other than residential rental
purposes.
(2) Rent-restricted units
(A) In general
For purposes of paragraph (1), a residential unit is rent-
restricted if the gross rent with respect to such unit does
not exceed 30 percent of the imputed income limitation
applicable to such unit. For purposes of the preceding
sentence, the amount of the income limitation under paragraph
(1) applicable for any period shall not be less than such
limitation applicable for the earliest period the building
(which contains the unit) was included in the determination of
whether the project is a qualified low-income housing project.
(B) Gross rent
For purposes of subparagraph (A), gross rent -

(i) does not include any payment under section 8 of the
United States Housing Act of 1937 or any comparable rental
assistance program (with respect to such unit or occupants
thereol),

(ii) includes any utility allowance determined by the
Secrelary alter taking into account such determinations under
section 8 of the United States Housing Act of 1937,

(iii) does not include any fee for a supportive service
which is paid to the owner of the unit (on the basis of the

low-income status of the tenant of the unit) by any

governmental program of assistance (or by an organization
described in section 501(c)(3) and exempt from tax under
section 501(a)) if such program (or organization) provides

assistance for rent and the amount of assistance provided for

rent is not separable from the amount of assistance provided

for supportive services, and
(iv) does not include any rental payment to the owner of the

unit to the extent such owner pays an equivalent amount

to the Farmers' Home Administration under section 515 of the

Housing Act of 1949.
For purposes of clause (iii), the term "supportive service"
means any service provided under a planned program of services
designed to enable residents of a residential rental property
to remain independent and avoid placement in a hospital, nursing
home, or intermediate care facility for the mentally or physically
handicapped. In the case of a single-room occupancy unit or a
building described in subsection (i)(3)(B)(iii), such term includes
any service provided to assist tenants in
locating and retaining permanent housing.
(C) Imputed income limitation applicable to unit

For purposes of this paragraph, the imputed income limitation
applicable to a unit is the income limitation which would apply
under paragraph (1) to individuals occupying the unit if the
number of individuals occupying the unit were as follows:

(1) In the case of a unit which does not have a separate
bedroom, 1 individual.

(it) In the case of a unit which has 1 or more separate

bedrooms, 1.5 individuals for each separate bedroom. In the
case of a project with respect to which a credit is allowable by
reason of this section and for which financing is provided by a
bond described in section 142(a)(7), the imputed income
limitation shall apply in lieu of the otherwise

applicable income limitation for purposes of applying section




142(d)(A)(B)(ii).
(D) Treatment of units occupied by individuals whose incomes

rise above limit
(1) In general

Except as provided in clause (ii), notwithstanding an
increase in the income of the occupants of a low-income unit
above the income limitation applicable under paragraph (1),
such unit shall continue to be treated as a low-income unit
if the income of such occupants initially met such income
limitation and such unit continues to be rent-restricted.

(1) Next available unit must be rented to low-income tenant

if income rises above 140 percent of income limit

If the income of the occupants of the unit increases above
140 percent of the income limitation applicable under
paragraph (1), clause (1) shall cease to apply to such unit
if any residential rental unit in the building (of a size

comparable to, or smaller than, such unit) is occupied by a

new resident whose income exceeds such income limitation. In

the case of a project described in section 142(d)(4)(B), the
preceding sentence shall be applied by substituting "170

percent” for " 140 percent" and by substituting "any low-

income unit in the building is occupied by a new resident

whose income exceeds 40 percent of area median gross income”

for "any residential unit in the building (of a size

comparable (o, or smaller than, such unit) is occupied by a
new resident whose income exceeds such income limitation",
(E) Units where Federal rental assistance is reduced as

tenant's income increases

If the gross rent with respect to a residential unit exceeds
the limitation under subparagraph (A) by reason of the fact
that the income of the occupants thereof exceeds the income
limitation applicable under paragraph (1), such unit shall,
nevertheless, be treated as a rent-restricted unit for purposes
of paragraph (1) if -

(i) a Federal rental assistance payment described in
subparagraph (B)(i) is made with respect to such unit or its
occupants, and

(ii) the sum of such payment and the gross rent with
respect to such unit does not exceed the sum of the amount of
such payment which would be made and the gross rent which
would be payable with respect to such unit if -

(I) the income of the occupants thereof did not exceed the

income limitation applicable under paragraph (1), and (II)

such units were rent-restricted within the meaning

of subparagraph (A).

The preceding sentence shall apply to any unit only if the
result described in clause (ii) is required by Federal statute

as of the date of the enactment of this subparagraph and as of

the date the Federal rental assistance payment is made.
(3) Date for meeting requirements

(A) In general

Except as otherwise provided in this paragraph, a building
shall be treated as a qualified low-income building only if the
project (of which such building is a part) meets the
requirements of paragraph (1) not later than the close of the
1st year of the credit period for such building,
(B) Buildings which rely on later buildings for qualification



(i) In general

In determining whether a building (hereinafter in this
subparagraph referred to as the "prior building™) is a
qualified low-income building, the taxpayer may take into
account | or more additional buildings placed in service
during the 12-month period described in subparagraph (A) with
respect to the prior building only if the taxpayer elects to
apply clause (ii) with respect to each additional building
taken into account,
(ii) Treatment of elected buildings

In the case of a building which the taxpayer elects to take
into account under clause (1), the period under subparagraph
(A) for such building shall end at the close of the 12-month
period applicable to the prior building.
(iii) Date prior building is treated as placed in service For
purposes of determining the credit period and the
compliance period for the prior building, the prior building

shall be treated for purposes of this section as placed in

service on the most recent date any additional building
clected by the taxpayer (with respect to such prior building)
was placed in service.
(C) Special rule
A building -
(i) other than the 1st building placed in service as part
of a project, and
(ii) other than a building which is placed in service
during the 12-month period described in subparagraph (A) with
respect to a prior building which becomes a qualified low-

income building,

shall in no event be treated as a qualified low-income building
unless the project is a qualified low-income housing project
(without regard to such building) on the date such building is
placed in service.
(D) Projects with more than | building must be identified
For purposes of this section, a project shall be treated as
consisting of only 1 building unless, before the close of the
15t calendar year in the project period (as defined in
subsection (h)(1)(F)(i1)), each building which is (or will be)
part of such project is identified in such form and manner as
the Secretary may provide.
(4) Certain rules made applicable
Paragraphs (2) (other than subparagraph (A) thereof), (3), (4),
(5), (6), and (7) of section 142(d), and section 6652(j), shall
apply for purposes of determining whether any project is a

qualified low-income housing project and whether any unit is a

low-incomie unit; except that, in applying such provisions for
such purposes, the term "gross rent" shall have the meaning given
such term by paragraph (2)(B) of this subsection.

(5) Election to treat building after compliance period as

not part of a project

For purposes of this section, the taxpayer may elect to treal any
building as not part of a qualified low-income housing project
for any period beginning after the compliance period for such
building.
(6) Special rule where de minimis equity contribution

Property shall not be treated as failing to be residential
rental property for purposes of this section merely because the

occupant of a residential unit in the project pays (on a



voluntary basis) to the lessor a de minimis amount to be held

toward the purchase by such occupant of a residential unit in
such project if -
(A) all amounts so paid are refunded to the occupant on the
cessation of his occupancy of a unit in the project, and
(B) the purchase of the unit is not permitted until after the
close of the compliance period with respect to the building in
which the unit is located.
Any amount paid to the lessor as described in the preceding
sentence shall be included in gross rent under paragraph (2) for
purposes of determining whether the unit is rent-restricted.
(7) Scattered site projects
Buildings which would (but for their lack of proximity) be

treated as a project for purposes of this section shall be so

treated if all of the dwelling units in each of the buildings are
rent-restricted (within the meaning of paragraph (2)) residential
rental units.
(8) Waiver of certain de minimis errors and recertifications
On application by the taxpayer, the Secretary may waive -
(A) any recapture under subsection (j) in the case of any de
minimis error in complying with paragraph (1), or
(B) any annual recertification of tenant income for purposes
of this subsection, if the entire building is occupied by low-
income tenants.
(9) Clarification of general public use requirement
A project does not fail to meet the general public use
requirement solely because of occupancy restrictions or
preferences that favor tenants -

(A) with special needs,

(B) who are members of a specified group under a Federal
program or State program or policy that supports housing for
such a specified group, or

(C) who are involved in artistic or literary activities.

(h) Limitation on aggregate credit allowable with respect

to projects located in a State

(1) Credit may not exceed credit amount allocated to building
(A) In general

The amount of the credit determined under this section for
any taxable year with respect to any building shall not exceed
the housing credit dollar amount allocated to such building

under this subsection.

(B) Time for making allocation

Except in the case of an allocation which meets the
requirements of subparagraph (C), (D), (E), or (F), an
allocation shall be taken into account under subparagraph (A)
only if it is made not later than the close of the calendar
year in which the building is placed in service.
(C) Exception where binding commitment

An allocation meets the requirements of this subparagraph if
there is a binding commitment (not later than the close of the
calendar year in which the building is placed in service) by
the housing credit agency to allocate a specified housing credit
dollar amount to such building beginning in a specified later
taxable year.
(D) Exception where increase in qualified basis

(1) In general



An allocation meets the requirements of this subparagraph
if such allocation is made not later than the close of the
calendar year in which ends the taxable year to which it will
1st apply but only to the extent the amount of such
allocation does not exceed the limitation under clause (if).
(ii) Limitation

The limitation under this clause is the amount of credit
allowable under this section (without regard to this
subsection) for a taxable year with respect to an increase in
the qualified basis of the building equal to the excess of -

(I) the qualified basis of such building as of the close

of the st taxable year to which such allocation will

apply, over
(I1) the qualified basis of such building as of the close
of the 1st taxable year to which the most recent prior
housing credit allocation with respect to such building
applied.
(ii1) Housing credit dollar amount reduced by full allocation
Notwithstanding clause (i), the full amount of the
allocation shall be taken into account under paragraph (2).
(E) Exception where 10 percent of cost incurred
(1) In general
An allocation meets the requirements of this subparagraph
if such allocation is made with respect to a qualified building
which is placed in service not later than the close of the
second calendar year following the calendar year in which
the allocation is made.
(i1) Qualified building

For purposes of clause (1), the term "qualified building"

means any building which is part of a project if the
taxpayer's basis in such project (as of the date which is 1
year after the date that the allocation was made) is more
than 10 percent of the taxpayer's reasonably expected basis
in such project (as of the close of the second ealendar year
referred to in clause (i)). Such term does not include any
existing building unless a credit is allowable under
subsection (¢) for rehabilitation expenditures paid or
incurred by the taxpayer with respect to such building for a

taxable year ending during the second calendar year referred

to in clause (i) or the prior taxable vear.
(F) Allocation of credit on a project basis
(1) In general
In the case of a project which includes (or will include)
more than | building, an allocation meets the requirements of
this subparagraph if -

(1) the allocation is made to the project for a calendar
year during the project period,

(IT) the allocation enly applies to buildings placed in
service during or after the calendar year for which the
allocation 1s made, and

(IIT) the portion of such allocation which is allocated
to any building in such project is specified not later than
the close of the calendar year in which the building is
placed in service.

(11) Project period
For purposes of clause (i), the term "project period" means

the period -




(1) beginning with the Ist calendar year for which an

allocation may be made for the Ist building placed in
service as part of such project, and
(II) ending with the calendar year the last building is
placed in service as part of such project.
(2) Allocated credit amount to apply to all taxable years
ending during or after credit allocation year
Any housing credit dollar amount allocated to any building for

any calendar year -

(A) shall apply to such building for all taxable years in the
compliance period ending during or after such calendar year,
and

(B) shall reduce the aggregate housing credit dollar amount
of the allocating agency only for such calendar year.

(3) Housing credit dollar amount for agencies
(A) In general

The aggregate housing credit dollar amount which a housing
credit agency may allocate for any calendar year is the portion
of the State housing credit ceiling allocated under this
paragraph for such calendar year to such agency.

(B) State ceiling initially allocated to State housing

credit agencies

Except as provided in subparagraphs (D) and (E), the State
housing credit ceiling for each calendar year shall be
allocated to the housing credit agency of such State. If there
is more than 1 housing credit agency of a State, all such
agencies shall be treated as a single agency.

(C) State housing credit ceiling

The State housing credit ceiling applicable to any State for
any calendar year shall be an amount equal to the sum of -
(i) the unused State housing credit ceiling (if any) of
such State for the preceding calendar year,
(ii) the greater of -
(1) $1.75 ($1.50 for 2001) multiplied by the State
population, or
(1I) $2,000,000,
(i11) the amount of State housing credit ceiling returned
in the calendar year, plus
(iv) the amount (if any) allocated under subparagraph (D)
to such State by the Secretary.
For purposes of clause (i), the unused State housing credit
ceiling for any calendar year is the excess (if any) of the sum
of the amounts described in clauses (i1) through (iv) over the
aggregate housing credit dollar amount allocated for such year.
For purposes of clause (iii), the amount of State housing
credit ceiling returned in the calendar year equals the housing
credit dollar amount previously allocated within the State to
any project which fails to meet the 10 percent test under
paragraph (1)(E)(ii) on a date after the close of the calendar
year in which the allocation was made or which does not become
a qualified low-income housing project within the period
required by this section or the terms of the allocation or to
any project with respect to which an allocation is cancelled by
mutual consent of the housing credit agency and the allocation
recipient,
(D) Unused housing credit carryovers allocated among certain
States




(i) In general

The unused housing credit carryover of a State for any
calendar year shall be assigned to the Secretary for
allocation among qualified States for the succeeding calendar
year.

(i1) Unused housing credit carryover

For purposes of this subparagraph, the unused housing
credit carryover of a State for any calendar year is the
excess (if any) of -

(1) the unused State housing credit ceiling for the year
preceding such year, over

(1I) the aggregate housing credit dollar amount allocated
for such year.

(1ii) Formula for allocation of unused housing credit

carryovers among qualified States

The amount allocated under this subparagraph to a qualified
State for any calendar year shall be the amount determined by
the Secretary to bear the same ratio to the aggregate unused
housing credit carryovers of all States for the preceding
calendar year as such State's population for the calendar
year bears to the population of all qualified States for the
calendar year. For purposes of the preceding sentence,
population shall be determined in accordance with section
146(j).

(iv) Qualified State
For purposes of this subparagraph, the term "qualified
State" means, with respect to a calendar year, any State
- (I) which allocated its entire State housing credit

ceiling for the preceding calendar year, and

(1I) for which a request is made (not later than May 1 of

the calendar year) to receive an allocation under clause
(iii).
(E) Special rule for States with constitutional home rule

cities
For purposes of this subsection -
(1) In general

The aggregate housing credit dollar amount for any
constitutional home rule city for any calendar year shall be
an amount which bears the same ratio to the State housing
credit ceiling for such calendar year as -

(I) the population of such city, bears to
(1I) the population of the entire State.

(1) Coordination with other allocations

In the case of any State which contains 1 or more
constitutional home rule cities, for purposes of applying
this paragraph with respect to housing credit agencies in
such State other than constitutional home rule cities, the
State housing credit ceiling for any calendar year shall be
reduced by the aggregate housing credit dollar amounts
determined for such year for all constitutional home rule
cities in such State.
(iii) Constitutional home rule city

For purposes of this paragraph, the term "constitutional
home rule city" has the meaning given such term by section
146(d)(3)(C).

(F) State may provide for different allocation



Rules similar to the rules of section 146(e) (other than
paragraph (2)(B) thereof) shall apply for purposes of this
paragraph.

(G) Population

For purposes of this paragraph, population shall be
determined in accordance with section 146(j).

(H) Cost-of-living adjustment

(1) In general

In the case of a calendar year after 2002, the $2,000.000
and $1.75 amounts in subparagraph (C) shall each be increased
by an amount equal to -

(D) such dollar amount, multiplied by
(IT) the cost-of-living adjustment determined under
section 1(f)(3) for such calendar year by substituting

"calendar year 2001" for "calendar year 1992" in

subparagraph (B) thercof.

(if) Rounding

(I) In the case of the $2,000,000 amount, any increase
under clause (i) which is not a multiple of $5,000 shall be
rounded to the next lowest multiple of $3,000.

(II) In the case of the $1.75 amount, any increase under
clause (i) which is not a multiple of 5 cents shall be
rounded to the next lowest multiple of 5 cents.

(I) Increase in State housing credit ceiling for 2008 and 2009

In the case of calendar years 2008 and 2009 -

(i) the dollar amount in effect under subparagraph
(C)(ii)(I) for such calendar year (after any increase under
subparagraph (H)) shall be increased by $0.20, and

(1i) the dollar amount in effect under subparagraph (C)(i1)(II)
for such calendar year (after any increase under subparagraph
(HD)) shall be increased by an amount equal to 10

percent of such dollar amount (rounded to the next lowest

multiple of $5,000).
(4) Credit for buildings financed by tax-exempt bonds subject
to volume cap not taken into account
(A) In general

Paragraph (1) shall not apply to the portion of any credit
allowable under subsection (a) which is attributable to
eligible basis financed by any obligation the interest on which
is exempt from tax under section 103 if -

(1) such obligation is taken into account under section
146, and
(1i) principal payments on such financing are applied

within a reasonable period to redeem obligations the proceeds

of which were used to provide such financing or such

financing is refunded as described in section 146(i)(6).

(B) Special rule where 50 percent or more of building

1s financed with tax-exempt bonds subject to volume

cap

For purposes of subparagraph (A), if 50 percent or more of
the aggregate basis of any building and the land on which the
building is located is financed by any obligation described in
subparagraph (A), paragraph (1) shall not apply to any portion
of the credit allowable under subsection (a) with respect to
such building.

(5) Portion of State ceiling set-aside for certain

projects involving qualified nonprofit organizations



(A) In general

Not more than 90 percent of the State housing credit ceiling

for any State for any calendar year shall be allocated to
projects other than qualified low-income housing projects
described in subparagraph (B).
(B) Projects involving qualified nonprofit organizations
For purposes of subparagraph (A), a qualified low-income
housing project is described in this subparagraph if a
qualified nonprofit organization is to own an interest in the
project (directly or through a partnership) and materially
participate (within the meaning of section 469(h)) in the
development and operation of the project throughout the
compliance period.
(C) Qualified nonprofit organization
For purposes of this paragraph, the term "qualified nonprofit
organization" means any organization if -

(1) such organization is described in paragraph (3) or (4)
of section 501(c) and is exempt from tax under section
501(a),

(if) such organization is determined by the State housing
credit agency not to be affiliated with or controlled by a
for-profit organization; (3) and

(iii) 1 of the exempt purposes of such organization
includes the fostering of low-income housing.

(D) Treatment of certain subsidiaries
(1) In general

For purposes of this paragraph, a qualified nonprofit
organization shall be treated as satisfying the ownership and
material participation test of subparagraph (B) if any

qualified corporation in which such organization holds stock

satisfies such test.

(i) Qualified corporation

For purposes of clause (i), the term "qualified

corporation" means any corporation if 100 percent of the

stock of such corporation is held by 1 or more qualified

nonprofit organizations at all times during the period such

corporation is in existence.
(E) State may not override set-aside

Nothing in subparagraph (F) of paragraph (3) shall be
construed to permit a State not to comply with subparagraph (A)
of this paragraph.
(6) Buildings eligible for credit only if minimum long-
term commitment to low-income housing
(A) In general

No credit shall be allowed by reason of this section with
respect to any building for the taxable year unless an extended
low-income housing commitment is in effect as of the end of
such taxable year,
(B) Extended low-income housing commitment

For purposes of this paragraph, the term "extended low-income
housing commitment” means any agreement between the taxpayer
and the housing credil agency -

(i) which requires that the applicable fraction (as defined
in subsection (¢)(1)) for the building for each taxable year
in the extended use period will not be less than the

applicable fraction specified in such agreement and which



prohibits the actions described in subclauses (1) and (11) of
subparagraph (E)(ii),

(1i) which allows individuals who meet the income
limitation applicable to the building under subsection (g)
(whether prospective, present, or former occupants of the
building) the right to enforce in any State court the
requirement and prohibitions of clause (1),

(iif) which prohibits the disposition to any person of any
portion of the building to which such agreement applies
unless all of the building to which such agreement applies is
disposed of to such person,

(iv) which prohibits the refusal to lease to a holder of a
voucher or certificate of eligibility under section 8 of the
United States Housing Act of 1937 because of the status of
the prospective tenant as such a holder,

(v) which is binding on all successors of the taxpayer, and
(vi) which, with respect to the property, is recorded pursuant
to State law as a restrictive covenant.

(C) Allocation of credit may not exceed amount necessary (o
support commitment
(i) In general

The housing credit dollar amount allocated to any building
may not exceed the amount necessary to support the applicable
fraction specified in the extended low-income housing
commitment for such building, including any increase in such
fraction pursuant to the application of subsection (£)(3) if

such increase is reflected in an amended low-income housing

commitment.

(1i) Buildings financed by tax-exempt bonds

If paragraph (4) applies to any building the amount of

credit allowed in any taxable year may not exceed the amount
necessary to support the applicable fraction specified in the
extended low-income housing commitment for such building.
Such commitment may be amended to increase such fraction.
(D) Extended use period

For purposes of this paragraph, the term "extended use
period" means the period -

(i) beginning on the Ist day in the compliance period on
which such building is part of a qualified low-income housing
project, and

(if) ending on the later of -

(1) the date specified by such agency in such agreement,
or
(II) the date which is 15 years after the close of the
compliance period.
(E) Exceptions if foreclosure or if no buyer willing to
maintain low-income status
(1) In general
The extended use period for any building shall terminate -
(I) on the date the building is acquired by foreclosure

(or instrument in lieu of foreclosure) unless the Secretary

determines that such acquisition is part of an arrangement

with the taxpayer a purpose of which is to terminate such

period, or

(11) on the last day of the period specified in
subparagraph (1) if the housing credit agency is unable to
present during such period a qualified contract for the

acquisition of the low-income portion of the building by



any person who will continue to operate such portion as a
qualified low-income building,
Subclause (II) shall not apply to the extent more stringent
requirements are provided in the agreement or in State law.
(11) Eviction, etc. of existing low-income tenants not
permitted
The termination of an extended use period under clause (1)
shall not be construed to permit before the close of the 3-
year period following such termination -
(T) the eviction or the termination of tenancy (other
than for good cause) of an existing tenant of any low-
income unit, or
(ID) any increase in the gross rent with respect to such
unit not otherwise permitted under this section.
(F) Qualified contract
For purposes of subparagraph (E), the term "qualified
contract” means a bona fide contract to acquire (within a
reasonable period after the contract is entered into) the
nonlow-income portion of the building for fair market value and
the low-income portion of the building for an amount not less
than the applicable fraction (specified in the extended low-
income housing commitment) of -

(1) the sum of -

(I) the outstanding indebtedness secured by, or with
respect to, the building,

(1) the adjusted investor equity in the building, plus
(TIT) other capital contributions not reflected in the
amounts described in subclause (1) or (1), reduced by

(ii) cash distributions from (or available for distribution

from) the project.

The Secretary shall prescribe such regulations as may be
necessary or appropriate to carry out this paragraph, including
regulations to prevent the manipulation of the amount
determined under the preceding sentence.
(G) Adjusted investor equity
(i) In general
For purposes of subparagraph (E), the term "adjusted
investor equity" means, with respect to any calendar year,
the aggregate amount of cash taxpayers invested with respect
to the project increased by the amount equal to -
(1) such amount, multiplied by
(11) the cost-of-living adjustment for such calendar
year, determined under section 1(f)(3) by substituting the
base calendar year for "calendar year 1987",
An amount shall be taken into account as an investment in the
project only to the extent there was an obligation to invest such
amount as of the beginning of the credit period and to
the extent such amount is reflected in the adjusted basis of
the project.
(i) Cost-of-living increases in excess of 5 percent not
taken into account
Under regulations prescribed by the Secretary, if the CPI
for any calendar year (as defined in section 1(f)(4)) exceeds
the CPI for the preceding calendar year by more than 5
percent, the CPI for the base calendar year shall be increased
such that such excess shall never be taken into account under
clause (1).

(1ii) Base calendar year




For purposes of this subparagraph, the term "base calendar
year" means the calendar year with or within which the 1st
taxable year of the credit period ends.
(H) Low-income portion

For purposes of this paragraph, the low-income portion of a
building is the portion of such building equal to the applicable
fraction specified in the extended low-income housing
commitment for the building,
(1) Period for finding buyer

The period referred to in this subparagraph is the 1-year
period beginning on the date (after the 14th year of the
compliance period) the taxpayer submits a written request to
the housing credit agency to find a person to acquire the
taxpayer's interest in the low-income portion of the building.
(1) Effect of noncompliance

If, during a taxable year, there is a determination that an
extended low-income housing agreement was not in effect as of
the beginning of such vear, such determination shall not apply

to any period before such year and subparagraph (A) shall be

applied without regard to such determination if the failure is
corrected within 1 year from the date of the determination.
(K) Projects which consist of more than 1 building

The application of this paragraph to projects which consist
of more than 1 building shall be made under regulations :
prescribed by the Secretary.

(7) Special rules
(A) Building must be located within jurisdiction of

credit agency

A housing credit agency may allocate its aggregate housing
credit dollar amount only to buildings located in the
jurisdiction of the governmental unit of which such agency is a
part.

(B) Agency allocations in excess of limit

If the aggregate housing credit dollar amounts allocated by a
housing credit agency for any calendar year exceed the portion
of the State housing credit ceiling allocated to such agency
for such calendar year, the housing credit dollar amounts so
allocated shall be reduced (to the extent of such excess) for
buildings in the reverse of the order in which the allocations
of such amounts were made.

(C) Credit reduced if allocated credit dollar amount is less

than credit which would be allowable without regard to placed

in service convention, ctc.

(i) In general

The amount of the credit determined under this section with

respect to any building shall not exceed the clause (ii)

percentage of the amount of the credit which would (but for
this subparagraph) be determined under this section with
respect to such building.
(i1) Determination of percentage
For purposes of clause (i), the clause (ii) percentage with
respect to any building is the percentage which -
(I) the housing credit dollar amount allocated to such
building bears to
(II) the credit amount determined in accordance with
clause (iii),

(1ii) Determination of credit amount



The credit amount determined in accordance with this clause
is the amount of the credit which would (but for this
subparagraph) be determined under this section with respect
to the building if -

(1) this section were applied without regard to
paragraphs (2)(A) and (3)(B) of subsection (f), and
(1I) subsection (£)(3)(A) were applied without regard to
"the percentage equal to 2/3 of",
(D) Housing credit agency to specify applicable percentage and
maximum qualified basis
In allocating a housing credit dollar amount to any building,
the housing credit agency shall specify the applicable
percentage and the maximum qualified basis which may be taken
into account under this section with respect to such building.
The applicable percentage and maximum qualified basis so

specified shall not exceed the applicable percentage and

qualified basis determined under this section without regard to
this subsection.
(8) Other definitions
For purposes of this subsection -
(A) Housing credit agency
The term "housing credit agency" means any agency authorized
to carry out this subsection.
(B) Possessions treated as States
The term "State" includes a possession of the United States.
(i) Definitions and special rules
For purposes of this section -

(1) Compliance period

The term "compliance period" means, with respect to any
building, the period of 15 taxable years beginning with the 1st
taxable year of the credit period with respect thereto.

(2) Determination of whether building is federally subsidized

(A) In general

Except as-otherwise provided in this paragraph, for purposes
of subsection (b)(1), a new building shall be treated as
federally subsidized for any taxable year if, at any time
during such taxable year or any prior taxable year, there is or
was outstanding any obligation the interest on which is exempt
from tax under section 103 the proceeds of which (4) are or
were used (directly or indirectly) with respect to such
building or the operation thereof.

(B) Election to reduce eligible basis by proceeds

of obligations

A tax-exempt obligation shall not be taken into account under
subparagraph (A) if the taxpayer elects to exclude from the
eligible basis of the building for purposes of subsection (d)
the proceeds of such obligation.

(C) Special rule for subsidized construction financing
Subparagraph (A) shall not apply to any tax-exempt obligation
used to provide construction financing for any building if -
(1) such obligation (when issued) identified the building
for which the proceeds of such obligation would be used, and
(ii) such obligation is redeemed before such building is
placed in service.
(3) Low-income unit
(A) In general



The term "low-income unit" means any unit in a building if -

(i) such unit is rent-restricted (as defined in subsection
(2)(2)), and

(i1) the individuals occupying such unit meet the income
limitation aﬁplicablc under subsection (g)(1) to the project
of which such building is a part.

(B) Exceptions

(i) In general

A unit shall not be treated as a low-income unit unless the
unit is suitable for occupancy and used other than on a
transient basis.
(i1) Suitability for occupancy

For purposes of clause (i), the suitability of a unit for

occupancy shall be determined under regulations prescribed by

the Secretary taking into account local health, safety, and
building codes.
(ii1) Transitional housing for homeless
For purposes of clause (i), a unit shall be considered to be
used other than on a transient basis if the unit contains sleeping
accommodations and kitchen and bathroom facilities and is
located in a building -
(I) which 1s used exclusively to facilitate the
transition of homeless individuals (within the meaning of
section 103 of the McKinney-Vento Homeless Assistance Act
(42 U.S.C. 11302), as in effect on the date of the
enactment of this clause) to independent living within 24
months, and
(IT) in which a governmental entity or qualified

nonprofit organization (as defined in subsection (h)(5))

provides such individuals with temporary housing and
supportive services designed to assist such individuals in
locating and retaining permanent housing.
(iv) Single-room occupancy units
For purposes of clause (i), a single-room occupancy unit
shall not be treated as used on a transient basis merely
because it is rented on a month-by-month basis.
(C) Special rule for buildings having 4 or fewer units
In the case of any building which has 4 or fewer residential
rental units, no unit in such building shall be treated as a
low-income unit if the units in such building are owned by

- (1) any individual who occupies a residential unit in such

building, or
(if) any person who is related (as defined in subsection
(d)(2)(D)(iii)) to such individual.
(D) Certain students not to disqualify unit
A unit shall not fail to be treated as a low-income unit
merely because it is occupied -
(1) by an individual who is -

(I) a student and receiving assistance under title I'V of
the Social Security Act,

(II) a student who was previously under the care and
placement responsibility of the State agency responsible
for administering a plan under part B or part E of title [V
of the Social Security Act, or

(I1I) enrolled in a job training program receiving
assistance under the Job Training Partnership Act or under

other similar Federal, State, or local laws, or



(i1) entirely by full-time students if such students are -

(1) single parents and their children and such parents
are not dependents (as defined in section 152, determined
without regard to subsections (b)(1), (b)(2), and (d)(1)(B)
thereof) of another individual and such children are not
dependents (as so defined) of another individual other than
a parent of such children, or.( 5)
(11) married and file a joint return.
(E) Owner-occupied buildings having 4 or fewer units eligible
for credit where development plan

(i) In general

Subparagraph (C) shall not apply to the acquisition or
rehabilitation of a building pursuant to a development plan
of action sponsored by a State or local government or a
qualified nonprofit organization (as defined in subsection
M)(5)(C)).

(ii) Limitation on credit

In the case of a building to which clause (i) applies, the
applicable fraction shall not exceed 80 percent of the unit
fraction.

(iii) Certain unrented units treated as owner-occupied

In the case of a building to which clause (i) applies, any
unit which is not rented for 90 days or more shall be treated
as occupied by the owner of the building as of the 1st day it
is not rented.

(4) New building
The term "new building" means a building the original use of
which begins with the taxpayer.

(5) Existing building

The term "existing building" means any building which is not a
new building.
(6) Application to estates and trusts

In the case of an estate or trust, the amount of the credit
determined under subsection (a) and any increase in tax under
subsection (j) shall be apportioned between the estate or trust
and the beneficiaries on the basis of the income of the estate or
trust allocable to each. -

(7) Impact of tenant's right of 1st refusal to acquire property

(A) In general
No Federal income tax benefit shall fail to be allowable to
the taxpayer with respect to any qualified low-income building
merely by reason of a right of 1st refusal held by the tenants
(in cooperative form or otherwise) or resident management
corporation of such building or by a qualified nonprofit
organization (as defined in subsection (h)(5)(C)) or government
agency to purchase the property after the close of the
compliance period for a price which is not less than the
minimum purchase price determined under subparagraph (B).
(B) Minimum purchase price
For purposes of subparagraph (A), the minimum purchase price
under this subparagraph is an amount equal to the sum of -
(i) the principal amount of outstanding indebtedness
secured by the building (other than indebtedness incurred
within the 5-year period ending on the date of the sale to
the tenants), and
(ii) all Federal, State, and local taxes attributable to

such sale.




Except in the case of Federal income taxes, there shall not be
taken into account under clause (ii) any additional tax
attributable to the application of clause (ii).
(8) Treatment of rural projects
For purposes of this section, in the case of any project for
residential rental property located in a rural area (as defined
in section 520 of the Housing Act of 1949), any income limitation

measured by reference to area median gross income shall be

measured by reference to the greater of area median gross income
or national non-metropolitan median income. The preceding
sentence shall not apply with respect to any building if
paragraph (1) of section 42(h) does not apply by reason of
paragraph (4) thereof to any portion of the credit determined
under this section with respect to such building.
(9) Coordination with low-income housing grants
(A) Reduction in State housing credit ceiling for low-
income housing grants received in 2009
For purposes of this section, the amounts described in
clauses (i) through (iv) of subsection (h)(3)(C) with respect
to any State for 2009 shall each be reduced by so much of such
amount as is taken into account in determining the amount of
any grant to such State under section 1602 of the American
Recovery and Reinvestment Tax Act of 2009.
(B) Special rule for basis
Basis of a qualified low-income building shall not be reduced
by the amount of any grant described in subparagraph (A).
(j) Recapture of credit
(1) In general
If-

(A) as of the close of any taxable year in the compliance
period, the amount of the qualified basis of any building with
respect Lo the taxpayer is less than

(B) the amount of such basis as of the close of the preceding
taxable year,

then the taxpayer's tax under this chapter for the taxable year

shall be increased by the credit recapture amount.
(2) Credit recapture amount
For purposes of paragraph (1), the credit recapture amount is
an amount equél to the sum of -
(A) the aggregate decrease in the credits allowed to the
taxpayer under section 38 for all prior taxable years which
would have resulted if the accelerated portion of the credit
allowable by reason of this section were not allowed for all
prior taxable years with respect to the excess of the amount
described in paragraph (1)(B) over the amount described in
paragraph (1)(A), plus
(B) interest at the overpayment rate established under
section 6621 on the amount determined under subparagraph (A)
for each prior taxable year for the period beginning on the due
date for filing the return for the prior taxable year involved.
No deduction shall be allowed under this chapter for interest
described in subparagraph (B).
(3) Accelerated portion of credit

For purposes of paragraph (2), the accelerated portion of the
credit for the prior taxable years with respect to any amount of

basis is the excess of -



(A) the aggregate credit allowed by reason of this section
(without regard to this subsection) for such years with respect
to such basis, over

(B) the aggregate credit which would be allowable by reason

of this section for such years with respect to such basis if

the aggregate credit which would (but for this subsection) have

been allowable for the entire compliance period were allowable

ratably over 15 years.
(4) Special rules
(A) Tax benefit rule

The tax for the taxable year shall be increased under

paragraph (1) only with respect to credits allowed by reason of

this section which were used to reduce tax liability. In the
case of credits not so used to reduce tax liability, the
carryforwards and carrybacks under section 39 shall be
appropriately adjusted.

(B) Only basis for which credit allowed taken into account
Qualified basis shall be taken into account under paragraph
(1)(B) only to the extent such basis was taken into account in
determining the credit under subsection (a) for the preceding
taxable year referred to in such paragraph.

(C) No recapture of additional credit allowable by reason

of subsection (f)(3)

Paragraph (1) shall apply to a decrease in qualified basis
only to the extent such decrease exceeds the amount of
qualified basis with respect to which a credit was allowable
for the taxable year referred to in paragraph (1)(B) by reason
of subsection (H)(3).

(D) No credits against tax

Any increase in tax under this subsection shall not be

treated as a tax imposed by this chapter for purposes of
determining the amount of any credit under this chapter.

(E) No recapture by reason of casualty loss

The increase in tax under this subsection shall not apply to
areduction in qualified basis by reason of a casualty loss to
the extent such loss is restored by reconstruction or
replacement within a reasonable period established by the
Secretary.

(F) No recapture where de minimis changes in floor space

The Secretary may provide that the increase in tax under this
subsection shall not apply with respect to any building if -

(1) such increase results from a de minimis change in the
floor space fraction under subsection (c)(1), and
(ii) the building is a qualified low-income building after
such change.
(5) Certain partnerships treated as the taxpayer
(A) In general

For purposes of applying this subsection to a partnership to
which this paragraph applies -

(1) such partnership shall be treated as the taxpayer to
which the credit allowable under subsection (a) was
allowed, (ii) the amount of such credit allowed shall be
treated as

the amount which would have been allowed to the partnership

were such credit allowable to such partnership,

(iii) paragraph (4)(A) shall not apply, and

(iv) the amount of the increase in tax under this



subsection for any laxable year shall be allocated among the
partners of such partnership in the same manner as such
partnership's taxable income for such year is allocated among

such partners.

(B) Partnerships to which paragraph applies

This paragraph shall apply to any partnership which has 35 or
more partners unless the partnership elects not to have this
paragraph apply.
(C) Special rules

(1) Husband and wife treated as 1 partner

For purposes of subparagraph (B)(i), a husband and wife
(and their estates) shall be treated as 1 partner.
(1) Election irrevocable
Any election under subparagraph (B), once made, shall be

irrevocable.
(6) No recapture on disposition of building which continues
in qualified use
(A) In general

The increase in tax under this subsection shall not apply
solely by reason of the disposition of a building (or an
interest therein) if it is reasonably expected that such
building will continue to be operated as a qualified low-income
building for the remaining compliance period with respect to
such building,
(B) Statute of limitations

If a building (or an interest therein) is disposed of during
any taxable year and there is any reduction in the qualified

basis of such building which results in an increase in tax

under this subsection for such taxable or any subsequent
taxable year, then -
(i) the statutory period for the assessment of any
deficiency with respect to such increase in tax shall not
expire before the expiration of 3 years from the date the
Secretary is notified by the taxpayer (in such manner as the
Secretary may prescribe) of such reduction in qualified
basis, and
(i) such deficiency may be assessed before the expiration of
such 3-year period notwithstanding the provisions of any
other law or rule of law which would atherwise prevent such
assessment.
(k) Application of at-risk
rules For purposes of this
section - (1) In general
Except as otherwise provided in this subsection, rules similar
to the rules of section 49(a)(1) (other than subparagraphs
(D)(ii)(1I) and (D)(iv)(I) thereof), section 49(a)(2), and
section 49(b)(1) shall apply in determining the qualified basis
of any building in the same manner as such sections apply in
determining the credit base of property.
(2) Special rules for determining qualified person
Far purposes of paragraph (1) -
(A) In general
If the requirements of subparagraphs (B), (C), and (ID) are met
with respect to any financing borrowed from a qualified nonprofit
organization (as defined in subsection (h)(5)), the determination
of whether such financing is qualified commercial financing with

respect to any qualified low-income building



shall be made without regard to whether such organization -

(i) is actively and regularly engaged in the business of
lending money, or
(11) is a person described in section 49(a)(1)}(D)(iv){II).
(B) Financing secured by property
The requirements of this subparagraph are met with respect to
any financing if such financing is secured by the qualified low-
income building, except that this subparagraph shall not apply in
the case of a federally assisted building described in subsection
(d)(6)(B) if -
(i) a security interest in such building is not permitted
by a Federal agency holding or insuring the mortgage secured
by such building, and
(i1) the proceeds from the financing (if any) are applied
to acquire or improve such building.( 6)
(C) Portion of building attributable to financing
The requirements of this subparagraph are met with respect to
any financing for any taxable year in the compliance period if,
as of the close of such taxable year, not more than 60 percent
of the eligible basis of the qualified low-income building is
attributable to such financing (reduced by the principal and
interest of any governmental financing which is part of a wrap-
around mortgage involving such financing).
(D) Repayment of principal and interest
The requirements of this subparagraph arc met with respect to
any financing if such financing is fully repaid on or before
the earliest of -

(1) the date on which such financing matures,

(ii) the 90th day after the close of the compliance period

with respect to the qualified low-income building, or
(ii1) the date of its refinancing or the sale of the
building to which such financing relates.
In the case of a qualified nonprofit organization which is not
described in section 49(a)(1)(D)(iv)(IT) with respect to a
building, clause (ii) of this subparagraph shall be applied as
if the date described therein were the 90th day after the
earlier of the date the building ceases to be a qualified low-
income building or the date which is 15 years afier the close
of a compliance period with respect thereto.
(3) Present value of financing
If the rate of interest on any financing described in paragraph
(2)(A) is less than the rate which is 1 percentage point below
the applicable Federal rate as of the time such financing is
incurred, then the qualified basis (to which such financing
relates) of the qualified low-income building shall be the
present value of the amount of such financing, using as the
discount rate such applicable Federal rate. For purposes of the
preceding sentence, the rate of interest on any financing shall
be determined by treating interest to the extent of government
subsidies as not payable.
(4) Failure to fully repay
(A) In general
To the extent that the requirements of paragraph (2)(D) are
not mel, then the taxpayer's tax under this chapter for the

taxable year in which such failure occurs shall be increased by



an amount equal to the applicable portion of the credit under
this section with respect to such building, increased by an
amount of interest for the period -
(i) beginning with the due date for the filing of the
return of tax imposed by chapter 1 for the 1st taxable year
for which such credit was allowable, and
(ii) ending with the due date for the taxable year in which
such failure occurs,
determined by using the underpayment rate and method under
section 6621.
(B) Applicable portion
For purposes of subparagraph (A), the term "applicable
portion" means the aggregate decrease in the credits allowed to
a taxpayer under section 38 for all prior taxable years which
would have resulted if the eligible basis of the building were
reduced by the amount of financing which does not meet
requirements of paragraph (2)(D).
(C) Certain rules to apply
Rules similar to the rules of subparagraphs (A) and (D) of
subsection (j)(4) shall apply for purposes of this subsection.
(1) Certifications and other reports to Secretary
(1) Certification with respect to 1st year of credit period
Following the close of the 1st taxable year in the credit period
with respect to any qualified low-income building, the taxpayer
shall certify to the Secretary (at such time and in such form and
in such manner as the Secretary prescribes) -

(A) the taxable year, and calendar year, in which such

building was placed in service,

(B) the adjusted basis and eligible basis of such building as

of the close of the 1st year of the credit period,

(C) the maximum applicable percentage and qualified basis
permitted to be taken into account by the appropriate housing
credit agency under subsection (h),

(D) the election made under subsection (g) with respect to
the qualified low-income housing project of which such building
is a part, and

(E) such other information as the Secretary may require,

In the case of a failure to make the certification required by
the preceding sentence on the date preseribed therefor, unless it
is shown that such failure is due to reasonable cause and not to
willful neglect, no credit shall be allowable by reason of
subsection (a) with respect to such building for any taxable year
ending before such certification is made.
(2) Annual reports to the Secretary

The Secretary may require taxpayers to submit an information
return (at such time and in such form and manner as the Secretary
prescribes) for each taxable year setting forth -

(A) the qualified basis for the taxable year of each
qualified low-income building of the taxpayer,

(B) the information described in paragraph (1)(C) for the
taxable year, and

(C) such other information as the Secretary may require. The

penalty under section 6652(j) shall apply to any failure to

submit the return required by the Secretary under the preceding

sentence on the date prescribed therefor.

(3) Annual reports from housing credit agencies



Each agency which allocates any housing credit amount to any

building for any calendar year shall submit to the Secretary (at

such time and in such manner as the Secretary shall prescribe) an

annual report specifying -
(A) the amount of housing credit amount allocated to each
building for such year,
(B) sufficient information to identify each such building and
the taxpayer with respect thereto, and

(C) such other information as the Secretary may require. The

penalty under section 6652(j) shall apply to any failure o submit

the report required by the preceding sentence on the date
prescribed therefor.
(m) Responsibilities of housing credit agencies
(1) Plans for allocation of credit among projects
(A) In general
Notwithstanding any other provision of this section, the
housing credit dollar amount with respect to any building shall
be zero unless -

(1) such amount was allocated pursuant to a qualified
allocation plan of the housing credit agency which is
approved by the governmental unit (in accordance with rules
similar to the rules of section 147(f)(2) (other than
subparagraph (B)(ii) thereof)) of which such agency is a
part,

(i1) such agency notifies the chief executive officer (or
the equivalent) of the local jurisdiction within which the
building is located of such project and provides such
individual a reasonable opportunity to comment on the

project,

(11i) a comprehensive market study of the housing needs of

low-income individuals in the area to be served by the
project is conducted before the credit allocation is made and
at the developer's expense by a disinterested party who is
approved by such agency, and

(iv) a writlen explanation is available to the general public
for any allocation of a housing credit dollar amount which is
not made in accordance with established priorities and
selection criteria of the housing credit agency.

(B) Qualified allocation plan
For purposes of this paragraph, the term "qualified
allocation plan" means any plan -

(1) which sets forth selection criteria to be used to
determine housing priorities of the housing credit agency
which are appropriate to local conditions,

(ii) which also gives preference in allocating housing
credit dollar amounts among selected projects to -

(I) projects serving the lowest income tenants,

(II) projects obligated to serve qualified tenants for
the longest periods, and

(11I) projects which are located in qualified census tracts (as
defined in subsection (d)(5)(C)) and the development of

which contributes to a concerted community

revitalization plan, and

(i1i) which provides a procedure that the agency (or an agent
or other private contractor of such agency) will follow in
monitoring for noncompliance with the provisions of this

section and in notifying the Internal Revenue Service of such

noncompliance which such agency becomes aware of and in



monitoring for noncompliance with habitability standards
through regular site visits.
(C) Certain selection criteria must be used

The selection criteria set forth in a qualified allocation
plan must include

(1) project location,

(ii) housing needs characteristics,

(iii) project characteristics, including whether the
project includes the use of existing housing as part of a
community revitalization plan,

(iv) sponsor characteristics,

(v) tenant populations with special housing needs,

(vi) public housing waiting lists,

(vii) tenant populations of individuals with children,

(viii) projects intended for eventual tenant ownership,

(ix) the energy efficiency of the project, and

(x) the historic nature of the project.

(D) Application to bond financed projects

Subsection (h)(4) shall not apply to any project unless the
project satisfies the requirements for allocation of a housing
credit dollar amount under the qualified allocation plan

applicable to the area in which the project is located.
(2) Credit allocated to building not to exceed amount
necessary to assure project feasibility
. (A) In general
The housing credit dollar amount allocated to a project shall
not exceed the amount the housing credit agency determines is

necessary for the financial feasibility of the project and its

viability as a qualified low-income housing project throughout
the credit period.
(B) Agency evaluation

In making the determination under subparagraph (A), the
housing credit agency shall consider -
(i) the sources and uses of funds and the total financing
planned for the project,
(if) any proceeds or receipts expected to be generated by
reason of tax benefits,
(i11) the percentage of the housing credit dollar amount
used for project costs other than the cost of intermediaries,
and
(iv) the reasonableness of the developmental and
operational costs of the project.
Clause (iii) shall not be applied so as to impede the
development of projects in hard-to-develop areas. Sucha
determination shall not be construed to be a representation or
warranty as to the feasibility or viability of the project.

(C) Determination made when credit amount applied for and

when building placed in service

(i) In general
A determination under subparagraph (A) shall be made as of
each of the following times;
(I) The application for the housing credit dollar amount.
(11) The allocation of the housing credit dollar amount.
(111) The date the building is placed in service.
(i) Certification as to amount of other subsidies
Prior to each determination under clause (i), the taxpayer

shall certify to the housing credit agency the full extent of



all Federal, State, and local subsidies which apply (or which

the taxpayer expects to apply) with respect to the building.
(D) Application to bond financed projects
Subsection (h)(4) shall not apply to any project unless the
governmental unit which issued the bonds (or on behalf of which
the bonds were issued) makes a determination under rules
similar to the rules of subparagraphs (A) and (B).
(n) Regulations
The Secretary shall prescribe such regulations as may be
necessary or appropriate to carry out the purposes of this section,
including regulations -
(1) dealing with -
(A) projects which include more than 1 building or only a
portion of a building,
(B) buildings which are placed in service in portions,
(2) providing for the application of this section to short
laxable years,

(3) preventing the avoidance of the rules of this section, and
(4) providing the opportunity for housing credit agencies to

correct administrative errors and omissions with respect to
allocations and record keeping within a reasonable period after

their discovery, taking into account the availability of

regulations and other administrative guidance from the Secretary.
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ANNEX C: INCOME AND RENT LIMITS 2015

PUERTO RICO HOUSING FINANCE AUTHORITY Effective Date: 6-Mar-15
LOW INCOME HOUSING TAX CREDIT PROGRAM
Rent Restrictions
Region * Studios I Br 2 Brs 3 Brs 4 Brs

Aguadilla-Isabela-San Sebastian

50% of Median Income Rent $ 2351% 2511% 3021% 348]1% 388

60% of Median Income Rent $ 282]% 302|% 363]|% 418]5% 466- !
Arecibo

50% of Median Income Rent $ 246|% 263|% 316|% 365|% 407
"60% (-)f Median Incc-;l;;:e --------- Rent i $ 295|% :;’:16 “é ----- '; 79|% 438]|% 489
Barranquitas-Aibonito-Quebradillas

50% of Median Income Rent $ 2181% 234|% 2811$% 3251% 362

60% of Median Income Rent $ -262 $ 281|% 337|$% 390|% 435
Caguas

50% of Median Income Rent $ 28116 301|$ 361|$ 417)6 466

60% of Median Income Rent $ 337]|% 361|% 433|$% 501|$ 559
Fajardo

50% of Median Income Rent - $ 2781% 298|% 358|% 413]1$ 46l
"60% of Median Income _ Rent s 3345 358|s 430|s 4965 553
Guayama

50% of Median Income Rent S5 27315 293 351 | % 405]|% 452
"é-o-‘;x) of I\-/I-edian Income Rent $ 328|$% 351|$ 421 |$ 486|$ 543
Mayagiiez

50% of Median Income Rent $ 24219% 260]% 312|% 360|% 402

60% of Median Income Rent $ 29-1 _;]a“ 12|16 751 i 432-- -?&;” 483
Ponce

50% of Median Income Rent $ 268|% 276|% 332|% 383|% 428
“éO% of Median Income Rent $ 3101% 3321% 599 $ 460 % Si;l“
San German-Cabo Rojo

50% of Median Income Rent e 2171% 233|% 280|1% 3221% 360

60‘7;-;)}-1-\:/1'edian Income Iient $ 261|% 2791% 336|% 387]|% 43-2“
San Juan-Guaynabo

50% of Median Income Rent $ 3061% 328]1% 3931% 4551% 507

60% of Media; Income Rent $ 367 E’o- 393|$ 472|% 546|% 609
Yauco

50% of Median Income Rent $ 213|$ 2291% 275]1% 317Z|$ 355

60% of Median Income Rent $ 25-6“ E- 275|% 330|% 381|$ “-4-56“
All Other

50% of Median Income Rent $ 207|% 221|% 2006|$ 306]|% 342

60% of MedianWitome | Rent $ 2491% 266|9% 319]% -é'géiﬁ 411

* See page 3 for the list of Municipalities within each region.



ANNEX C: INCOME AND RENT LIMITS 2015

PUERTO RICO HOUSING FINANCE AUTHORITY Effective Date: 6-Mar-15
LOW INCOME HOUSING TAX CREDIT PROGRAM
Income Limits
Persons per Family 1 2 3 4 5
Region *
Aguadilla-lsabela--San Sebastian
50% of Median Income Income $ 94001% 10,750 | $ 12,100 | $ 13400 | $ 14,500
60% of Median Income Income $'11,280 $ 12,900 | $ 14520 | $ 16,080 | $ 17,400
Arecibo
50% of Median Income Income $.28018% 11,2501 $ 12650 | $ 14,050 | $ 15,200
60% of Median Income_ Income | $ 11,820 | $ 13,500 | $ 15,180 | $ 16,860 | $ 18,240
Barranquitas-Aibonito-Quebradillas
50% of Median Income Income 1% 87501% 10000 )% 11,250 | $ 12,500 | $ 13,500
60% of Median Income_ Income | $ 10,500 | $ 12,000 | $ 13,500 | $ 15,000 | $ 16,200
Caguas
50% of Median Income Income 191125018 12,850 | $ 14,450 1 $ 16050 1$ 17,350
[ 60% of Median Income | Income | $ 13,500 | $ 15420 | $ 17,340 | $ 19,260 | $ 20,820
Fajardo
50% of Median Income Income  |$ 11,1501 $ 12750 | $ 14,350 | $ 15900 | $ 17,200
-~—6—(—J";6_‘(;-f-Median Income In;;me $ 1"1.3.-,380 $ 15,300 | $ 17220 | $ 19,080 | $ 20,640
Guayama
50% of Median Income Income $ 10,950 | $ 12,500 | $ 14,050 | $ 15,600 | $ 16,850
| 60% of Median Income | Income | $ 13,140 | $ 15,000 | $ 16,860 | $ 18,720 | $ 20,220
Mayagiiez
50% of Median Income Irlcome $ 97001% 11,100 | $ 12,500 | $ 13,850 | $ 15,000
60% of Median Income = Income |5 11,640 | $ 13,320 | $ 15000 | s 16,620 | § 18,000
Ponce '
50% of Median Income Income $ 10,350 % 11,8001 % 13,300 $ 14,750 | $ 15,950
60% of Median Income IHCOIT;E—-- $ 12,420 | $ 14,160 | $ 15,960 | $ 17,700 | $ 19,140
San German-Cabo Rojo
50% of Median Income ] Income =, $ B8,700]8% 9,9?_(2_ _‘{a_ II,ZQ_Q_ ﬁ$ 12,400 | $ 13,400
60% of Median Income | Income | $ 10440 | $ 11,940 | $ 13,440 | $ 14880 | $ 16,080
San Juan-Guaynabo
__EO% of Median Income Income $ 12,250_ __S__}E,_QE)_Q_ $ 15,750 | $ 17,500 ‘$ 18,900
60% of Median Income Income $ 14,700 | $ 16,800 | $ 18,900 | $ 21,000 .‘;—22,680
Yauco
| 50% of Median Income Income $ 8550 |% 9,800|$ 11,000 |$ 12,200 | $ 13,200
60% of Median Income Income $ 10260 | $ 11,760 | $ 13,200 | $ 14,640 | $ 15,84(-)-
All Other
50% of Med_i_&_lp_lI}cDIﬂE_ Income $ 8,3(}0 $ 9450]% 10,650 | $ 11,800 |$ 12,750
60% of Median Income Income $ 9960 |% 11,340 | % 12,780 | 14,'160 $ 15,36(3_

* See page 3 for the list of Municipalities within each region,




ANNEX C: INCOME AND RENT LIMITS 2015

PUERTO RICO HOUSING FINANCE AUTHORITY
LOW INCOME HOUSING TAX CREDIT PROGRAM

Income and Rent Restrictions

Municipalities within Regions

(as defined by HUD)

REGION

MUNICIPALITIES

Aguadilla-Isabela-San Sebastian

Aguada, Aguadilla, Afiasco, Isabela, Lares, Moca,
Rincén, San Sebastian

Arecibo

Arecibo, Camuy, Hatillo

Barranquitas-Aibonito-

Aibonito, Barranquitas, Ciales, Maunabo, Orocovis,

Quebradillas Quebradillas

Caguas Caguas, Cayey, Cidra, Gurabo, San Lorenzo
Fajardo Ceiba, Fajardo, Luquillo

Guayama Arroyo, Guayama, Patillas

Mayagitiez Hormigueros, Mayagiiez

Ponce Juana Diaz, Ponce, Villalba

San Germéan-Cabo Rojo

Cabo Rojo, Lajas, Sabana Grande, San Germén

San Juan-Bayamoén

Aguas Buenas, Barceloneta, Bayamoén, Canévanas,
Carolina, Catafio, Comerio, Corozal, Dorado, Florida,
Guaynabo, Humacao, Juncos, Las Piedras, Loiza,
Manati, Morovis, Naguabo, Naranjito, Rio Grande,
San Juan, Toa Alta, Toa Baja, Trujillo Alto, Vega Alta,
Vega Baja, Yabucoa

Yauco

Guanica, Guayanilla, Pefiuelas, Yauco

All Other (Nonmetropolitan Area)

Adjuntas, Coamo, Culebra, Jayuya, Las Marias,
Maricao, Salinas, Santa Isabel, Utuado, Vieques
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ANNEX D
59855

SCHEDULE D—FY 2015 EXCEPTION FAIR MARKET RENTS FOR MANUFACTURED HOME SPACES IN THE SECTION 8

HousING CHOICE VOUCHER PROGRAM

State Area name Space rent
California .......... Los Angeles-Long Beach, CA HUD Metro FMR Area ........cccoceeeveuen. $604
Qrange County, CA HUD Metro FMR Area ................ 842
* Riverside-San Bernardino-Ontario, CA MSA . 549
San Diego-Carisbad-San Marcos, CA MSA ..... 839
SantgRosasPetallim CA MBA .. i annisii iibsti i s siieisi=s it su ity suea giss sniest st sete s Wonniaons - 773
Vallejo-Fairfield, CA MSA ........... 622
Colorado ........... | Boulder, CO MSA ............ 512
Maryland .. .. | St. Mary’s County 518
Oregon .............. | Bend, OR MSA .... 361
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BILLING CODE 4210-67-C

DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT

[Docket No. FR-5815-N-01]

Statutorily Mandated Designation of
Difficult Development Areas and
Qualified Census Tracts for 2015

AGENCY: Office of the Assistant
Secretary for Policy Development and
Research, HUD.

ACTION: Notice.

SUMMARY: This document designates
“Difficult Development Areas” (DDAs)
and “Qualified Census Tracts" (QCTs)
for purposes of the Low-Income
Housing Tax Credit (LIHTC) under
Internal Revenue Code (IRC) Section 42
(26 U.S.C. 42). The United States
Department of Housing and Urban
Development (HUD) makes new DDA
designations annually and is making
new designation of QCTs at this time to
incorporate more recent income and
poverly measures. As previously
announced, the 2015 metropolitan DDA
designations will be the last designated
for entire metropolitan areas. Beginning
with the 2016 DDA designations,
metropolitan DDAs will use Small Area
Fair Market Rents (FMRs), rather than
metropolitan-area FMRs, for designating
metropolitan DDAs,

FOR FURTHER INFORMATION CONTACT: For
questions on how areas are designated
and on geographic definitions, contact
Michael K, Hollar, Senior Economist,
Economic Development and Public
Finance Division, Office of Policy

Development and Research, Department
of Housing and Urban Development,
451 Seventh Street SW., Room 8234,
Washington, DC 20410-6000; telephone
number (202) 402-5878, or send an
email to Michael. K. Hollar@hud.gov. For
specific legal questions pertaining to
Section 42, contact Branch 5, Office of
the Associate Chief Counsel,
Passthroughs and Special Industries,
Internal Revenue Service, 1111
Constitution Avenue NW., Washington,
DC 20224; telephone number (202) 317—
4137, fax number (202) 317-6731. For
questions about the “HUB Zone"
program, contact Mariana Pardo,
Director, HUBZone Program, Office of
Government Contracting and Business
Development, U.S, Small Business
Administration, 409 Third Street SW.,
Suite 8800, Washington, DC 20416;
telephone number (202) 205-2985, fax
number (202) 481-6443, or send an
email to hubzone@sba.gov. A text
telephone is available for persons with
hearing or speech impairments at 800~
877-8339. (These are not toll-free
telephone numbers.) Additional copies
of this notice are available through HUD
User at 800-245-2691 for a small fee to
cover duplication and mailing costs.
Copies Available Electronically: This
notice and additional information about
DDAs and QCTs are available
electronically on the Internet at htip:/
www.huduser.org/datasets/gct.himl.
SUPPLEMENTARY INFORMATION:

This Document
This notice designates DDAs for each

of the 50 states, the District of Columbia,

Puerto Rico, American Samoa, Guam,
the Northern Mariana Islands, and the
U.S. Virgin Islands. The designations of

DDAs in this notice are based on final
Fiscal Year (FY) 2014 Fair Market Rents
(FMRs), FY2014 income limits, and
2010 Census population counts, as
explained below.

This notice also re-designates QCTs
based on new income and poverty data
released in the American Community
Survey (ACS). HUD is establishing a
new method which incorporates several
years of ACS estimates to ensure that
anomalous estimates, due to sampling
anomalies, do not affect the QCT
eligibility of tracts.

2010 Census and 2006-2010, 2007-2011
and 2008-2012 American Community
Survey Data

Data from the 2010 Census on total
population of metropolitan areas and
nonmetropolitan areas are used in the
designation of DDAs. The Office of
Management and Budget (OMB]) first
published new metropolitan area
definitions incorporating 2000 Census
data in OMB Bulletin No. 03—04 on June
6, 2003, and updated them periodically
through OMB Bulletin No. 10-02 on
December 1, 2009. FY2014 FMRs and
FY2014 income limils used to designate
DDAs are based on these metropolitan
statistical area (MSA) definitions, with
modifications to account for substanhal
differences in rental housing markets
(and, in some cases, median income
levels) within MSAs.

Data from the 2010 Census on total’
population of census tracts,
metropolitan areas, and the
nonmetropolitan parts of states are used
in the designation of QCTs. The
FY2012, FY2013 and FY2014 income
limits used to designate QCTs are based
on these metropolitan statistical area
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(MSA) definitions with modifications to
account for substantial differences in
rental housing markets (and in some
cases median income levels) within
MSAs. This QCT designation uses the
OMB metropolitan area definitions
published in OMB Bulletin No. 10-02
on December 1, 2009 without
modification for purposes of evaluating
how many census tracts can be
designated under the population cap,
but uses the HUD-modified definitions
and their associated area median
incomes for determining QCT eligibility.

Because the 2010 Decennial Census
did not include questions on respondent
household income, HUD uses ACS data
to designate QCTs. The ACS tabulates
data collected over 5 years to provide
estimates of socioeconomic variables for
small areas containing fewer than
20,000 persons, like Census Tracts,
Although the previous QCT
designations relied on one set of
estimates, based on 2006—-2010 ACS
tabulations, HUD noticed anomalies in
some estimates when compared to
2007-2011 and 2008-2012 estimates.
For this reason, HUD is implementing a
new QCT designation method which
incorporates several years of ACS data
to ensure that anomalous estimates do
not affect QCT eligibility.

Background

The U.S, Department of the Treasury
(Treasury) and its Internal Revenue
Service (IRS) are authorized to interpret
and enforce the provisions of the LIHTC
found at IRC Section 42, The Secretary
of HUD is required to designate DDAs
and QCTs by IRC Section 42(d)(5)(B). In
order to assist in understanding HUD's
mandated designation of DDAs and
QCTs for use in administering IRC
Section 42, a summary of the section is
provided. The following summary does
not purport to bind Treasury or the IRS
in any way, nor does it purport to bind
HUD, since HUD has authority to
interpret or administer the IRC only in
instances where it receives explicit
statutory delegation.

Summary of the Low-Income Housing
Tax Credit

The LIHTC is a tax incentive intended
to increase the availability of low-
income housing. IRC Section 42
provides an income tax credit to owners
of newly constructed or substantially
rehabilitated low-income rental housing
projects. The dollar amount of the
LIHTC available for allocation by each
state (credit ceiling) is limited by
population. Each state is allowed a
credit ceiling based on a statutory
formula indicated at IRC Section
42(h)(3). States may carry forward

unallocated credits derived from the
credit ceiling for one year; however, to
the extent such unallocated credits are
not used by then, the credits go into a
national pool to be redistributed to
states as additional credit. State and
local housing agencies allocate the
state's credit ceiling among low-income
housing buildings whose owners have
applied for the credit. Besides IRC
Section 42 credits derived from the
credit ceiling, states may also provide
IRC Section 42 credits to owners of
buildings based on the percentage of
certain building costs financed by tax-
exempt bond proceeds. Credits provided
under the tax-exempt bond “volume
cap' do not reduce the credits available
from the credit ceiling.

The credits allocated to a building are
based on the cost of units placed in
service as low-income units under
particular minimum occupancy and
maximum rent criteria. In general, a
building must meet one of two
thresholds to be eligible for the LIHTC;
either: (1) 20 percent of the units must
be rent-restricted and occupied by
tenants with incomes no higher than 50
percent of the Area Median Gross
Income (AMGI), or (2) 40 percent of the
units must be rent-restricted and
occupied by tenants with incomes no
higher than 60 percent of AMGI. A unit
is “‘rent-restricted” if the gross rent,
including an allowance for tenant-paid
utilities, does not exceed 30 percent of
the imputed income limitation (i.e., 50
percent or 60 percent of AMGI)
applicable to that unit. The rent and
occupancy thresholds remain in effect
for at least 15 years, and building
owners are required to enter into
agreements to maintain the low-income
character of the building for at least an
additional 15 years.

The LIHTC reduces income tax
liability dollar-for-dollar. It is taken
annually for a term of 10 years and is
intended to yield a present value of
either: (1) 70 percent of the “qualified
basis” for new construction or
substantial rehabilitation expenditures
that are not federally subsidized (as
defined in TRC Section 42(i)(2)), or (2)
30 percent of the qualified basis for the
cost of acquiring certain existing
buildings or projects that are federally
subsidized. The actual credit rates are
adjusted monthly for projects placed in
service after 1987 under procedures
specified in IRC Section 42. Individuals
can use the credits up to a deduction
equivalent of $25,000 (the actual
maximum amount of credit that an
individual can claim depends on the
individual's marginal tax rate). For
buildings placed in service after
December 31, 2007, individuals can use

the credits against the alternative
minimum tax. Corporations, other than
S or personal service corporations, can
use the credits against ordinary income
tax, and, for buildings placed in service
after December 31, 2007, against the
alternative minimum tax. These
corporations also can deduct losses from
the project.

The qualified basis represents the
product of the building’s “applicable
fraction” and its “eligible basis.” The
applicable fraction is based on the
number of low-income units in the
building as a percentage of the total
number of units, or based on the floor
space of low-income units as a
percentage of the total floor space of
residential units in the building. The
eligible basis is the adjusted basis
attributable to acquisition,
rehabilitation, or new construction costs
(depending on the type of LIHTC
involved). These costs include amounts
chargeable to a capital account that are’
incurred prior to the end of the first
taxable year in which the qualified low-
income building is placed in service or,
at the election of the taxpayer, the end
of the succeeding taxable year. In the
case of buildings located in designated
DDAs or designated QCTs, eligible basis
can be increased up to 130 percent from
what it would otherwise be. This means
that the available credits also can be
increased by up to 30 percent. For
example, if a 70 percent credit is
available, it effectively could be
increased to as much as 91 percent.

IRC Section 42 defines a DDA as an
area designated by the Secretary of HUD
that has high construction, land, and
utility costs relative to the AMGI. All
designated DDAs in metropolitan areas
(taken together) may not contain more
than 20 percent of the aggregate
population of all metropolitan areas,
and all designated areas not in
metropolitan areas may not contain
more than 20 percent of the aggregate
population of all nonmetropolitan areas.

IRC Section 42(d)(5)(B)(v) allows
states to award an increase in basis up
to 30 percent to buildings located
outside of federally designated DDAs
and QCTs if the increase is necessary to
make the building financially feasible.
This state discretion applies only to
buildings allocated credits under the
state housing credit ceiling and is not
permitted for buildings receiving credits
in connection with tax-exempt bonds.
Rules for such designations shall be set
forth in the LIHTC-allocating agencies’
qualified allocation plans (QAPs).
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Explanation of HUD Designation
Method

A. 2015 Difficult Development Areas

In developing the list of DDAs, HUD
compared housing costs with incomes.
HUD used 2010 Census population for
metropolitan and nonmetropolitan
areas, and the MSA definitions, as
published in OMB Bulletin No. 10-02
on December 1, 2009, with
modifications, as described below. In
keeping with past practice of basing the
coming year's DDA designations on data
from the preceding year, the basis for
these comparisons is the FY2014 HUD
income limits for very low-income
households (very low-income limits, or
VLILs), which are based on 50 percent
of AMGI, and metropolitan FMRs based
on the Final FY2014 FMRs used for the
Housing Choice Voucher (HCV)
program,

In formulating the FY2014 FMRs and
VLILs, HUD modified the current OMB
definitions of MSAs to account for
substantial differences in rents among
areas within each current MSA that
were in different FMR areas under
definitions used in prior years, HUD
formed these “HUD Metro FMR Areas’
(HMFAs) in cases where one or more of
the parts of newly defined MSAs that
previously were in separate FMR areas
had 2000 Census based 40th-percentile
recent-mover rents that differed, by 5
percent or more, from the same statistic
calculated at the MSA level. In addition,
a few HMFAs were formed on the basis
of very large differences in AMGIs
among the MSA parts. All HMFAs are
contained entirely within MSAs. All
nonmetropolitan counties are outside of
MSAs and are not broken up by HUD for
purposes of setting FMRs and VLILs.
(Complete details on HUD's process for
determining FY2014 FMR areas and
FMRs are available at hitp://
www.huduser.org/portal/datasets/fmr/
fmrs/docsys.htmi&data=fmi14.
Complete details on HUD's process for
determining FY2014 income limits are
available at http://www.huduser.org/
portal/datasets/il/il14/index.html.)

HUD’s unit of analysis for designating
metropolitan DDAs consists of: entire
MSAs, in cases where these were not
broken up into HMFAs for purposes of
computing FMRs and VLILs; and
HMFAs within the MSAs that were
broken up for such purposes. Hereafter
in this notice, the unit of analysis for
designating metropolitan DDAs will be
called the HMFA, and the unit of
analysis for nonmetropolitan DDAs will
be the nonmetropolitan county or
county equivalent area. The procedure
used in making the DDA calculations
follows;

1. For each metropolitan HMFA and
each nonmetropolitan county, HUD
calculated a ratio. HUD used the final
FY2014 two-bedroom FMR and the
FY2014 four-person VLIL for this
calculation.,

a. The numerator of the ratio,

 representing the development cost of

housing, was the area’s final FY2014
FMR. In general, the FMR is based on
the 40th-percentile gross rent paid by
recent movers to live in a two-bedroom
apartment. In metrugnlitan areas
granted a FMR based on the 50th-
percentile rent for purposes of
improving the administration of HUD’s
HCV program (see 78 FR 61668), HUD
used the 40th-percentile rent to ensure
nationwide consistency of comparisons.

b. The denominator of the ratio,
representing the maximum income of
eligible tenants, was the monthly LIHTG
income-based rent limit, which was
calculated as 1/12 of 30 percent of 120
percent of the area’s VLIL (where the
VLIL was rounded to the nearest $50
and not allowed to exceed 80 percent of
the AMGI in areas where the VLIL is
adjusted upward from its 50 percent-of-
AMGTI base).

2. The ratios of the FMR to the LIHTC
income-based rent limit were arrayed in
descending order, separately, for
HMFAs and for nonmetropolitan
counties.

3. The DDAs are those with the
highest ratios cumulative to 20 percent
of the 2010 population of all
metropolitan areas and all
nonmetropolitan areas,

Application of Population Caps to DDA
Determinations

In identifying DDAs, HUD applied
caps, or limitations, as noted above. The
cumulative population of metropolitan
DDAs cannot exceed 20 percent of the
cumulative population of all
metropolitan areas, and the cumulative
population of nonmetropolitan DDAs
cannot exceed 20 percent of the
cumulative population of all
nonmetropolitan areas.

In applying these caps, HUD
established procedures to deal with how
to treat small overruns of the caps. The
remainder of this section explains those
procedures. In general, HUD stops
selecting areas when it is impossible to
choose another area without exceeding
the applicable cap. The only exceptions
to this policy are when the next eligible
excluded area contains either a large
absolute population or a large
percentage of the total population, or
the next excluded area’s ranking ratio,
as described above, was identical (to
four decimal places) to the last area
selected, and its inclusion resulted in

only a minor overrun of the cap, Thus,
for both the designated metropolitan
and nonmetropolitan DDAs, there may
be minimal overruns of the cap. HUD
believes the designation of additional
areas in the above examples of minimal
overruns is consistent with the intent of
the IRC. As long as the apparent excess
is small due to measurement errors,
some latitude is justifiable, because it is
impossible to determine whether the 20
percent cap has been exceeded. Despite
the care and effort involved in a
Decenniel Census, the Census Burean
and all users of the data recognize that
the population counts for a given area
and for the entire country are not
precise. Therefore, the extent of the
measurement error is unknown. There
can be errors in both the numerator and
denominator of the ratio of populations
used in applying a 20 percent cap. In
circumstances where a strict application
of a 20 percent cap results in an
anomalous situation, recognition of the
unavoidable imprecision in the census
data justifies accepting small variances
above the 20 percent limit,

B. Qualified Census Tracts

In developing this list of QCTs, HUD
used 2010 Census 100-percent count
data on total population, total
households, and population in
households; the median household
income and poverty rate as estimated in
the 2006-2010, 2007-2011 and 2008—
2012 ACS tabulations; the FY2012,
FY2013 and FY2014 Very Low-Income
Limits (VLILs) computed at the HUD

" Metropolitan FMR Area (HMFA) level 1

to determine tract eligibility; and the
MSA definitions published in OMB
Bulletin No. 10-02 on December 1,
2009, for determining how many

1FY2012 HUD income limits for very low-income
households (very low-income limits, or VLILs) are
based on 50 percent of AMGL In formulating the
FY2012 Fair Market Rents (FMRs) and VLILs, HUD
modified the current OMB definitions of MSAs to
account for substantial differences in rents among
areas within each new MSA that were in different
FMR areas under definitions used in prior years.
HUD formed these “HUD Metro FMR Areas”
(HMFAs) in cases where one or more of the parls
of newly defined MSAs that previously were in
separate FMR areas had 2000 Census based 40th-
percentils recent-mover rents that differed, by 5
percent or more, from the same statistic calculated
at the MSA level. In addition, a few HMFAs were
formed on the basis of very large differences in
AMGIs among the MSA parts. All HMFAs are
contained entirely within MSAs, All
nonmetropolitan counties are outside of MSAs and
are not broken up by HUD for purposes of setting
FMRs and VLILs, (Complete details on HUD's
process for determining FY2012 FMR areas and
FMRs are available at http://wwv.huduser.org/
portal/dalaseis/fmr/fmrs/docsys.himl&data=fmri12.
Complete details on HUD's process for determining
FY2012 income limits are available at http://
www.huduser.org/portal/datasets/il/il12/
index.html.)
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eligible tracts can be designated under
the statutory 20 percent population cap.

HUD uses the HMFA-level AMGIs to
determine QCT eligibility because the
statute, specifically IRC Section
42(d)(5)(B)(iv)(II), refers to the same
section of the IRC that defines income
for purposes of tenant eligibility and
unit maximum rent, specifically IRC
Section 42(g)(4). By rule, the IRS sets
these income limits according to HUD's
VLILs, which, starting in FY2006 and
thereafter, are established at the HMFA
level. Similarly, HUD uses the entire
MSA to determine how many eligible
tracts can be designated under the 20
percent population cap as required by
the statute (IRC Section
42(d)(5)(B)(ii)(I11)), which states that
MSAs should be treated as singular
areas, The QCTs were determined as
follows:

1, To be eligible to be designated a
QCT, a census tract must have 50
percent of its households with incomes
below 60 percent of the AMGI or have
a poverty rate of 25 percent or more.
Due to potential statistical anomalies in
the ACS 5-year estimates, one of these
conditions must be met in at least 2 of
the 3 evaluation years for a tract to be
considered eligible for QCT designation.
HUD calculates 60 percent of AMGI by
multiplying by a factor of 1.2 the HMFA
or nonmetropolitan county VLIL
adjusted for inflation to match the ACS
estimates. For example, the FY2012
VLILs were adjusted for inflation to
2010 dollars. The FY2013 VLILs were
adjusted for inflation to 2011 dollars,
The FY2014 VLILs were adjusted for
inflation to 2012 dollars.

2. For each census tract, whether or
not 50 percent of households have
incomes below the 60 percent income
standard (income criterion) was
determined by: (a) Calculating the
average household size of the census
tract, (b) applying the income standard
after adjusting it to match the average
household size, and (c) comparing the
average-household-size-adjusted income
standard to the median household
income for the tract reported in each of
the three years of ACS tabulations 2
(2006-2010, 2007-2011 and 2008—
2012). Since 50 percent of households
in a tract have incomes above and below
the tract median household income, if
the tract median household income is
less than the average-household-size-

21f the confidence interval eround the median
household income determined from the margin of
error for the estimate as published by Census
included $0 in one or more of the ACS tabulations
evaluated, HUD determined the tract to be ineligible
for evaluation as a QCT under the income criterion
due to lack of a reliable income statistic in that ACS
tabulation.

adjusted income standard for the tract,
then more than 50 percent of
households have incomes below the
standard,

3. For each census tract, the poverty
rate was determined in each of the three
years of ACS tabulations (2006-2010,
2007-2011 and 2008-2012) by dividing
the population with incomes below the
poverty line by the population for
whom poverty status has been
determined 3,

4, QCTs are those census fracts in
which 50 percent or more of the
households meet the income criterion in
at least two of the three years evaluated,
or 25 percent or more of the population
is in poverty in at least two of the three
years evaluated, such that the
population of all census tracts that
satisfy either one or both of these
criteria does not exceed 20 percent of
the total population of the respective
area.

5. In areas where more than 20
percent of the population resides in
eligible census tracts, census tracts are
designated as QCTs in accordance with
the following procedure:

a. The income and poverty criteria are
each averaged over the three years of
data (2006—2010, 2007-2011 and 2008-
2012) if the values exceed the
threshold £, Values below the threshold
are excluded.

b. Eligible tracts are placed in one of
two groups based on the averaged
values of the income and poverty
criteria. The first group includes tracts
that satisfy both the income and poverty
criteria for QCTs in the same year for at
least two of the three evaluation years.
The second group includes tracts that
satisfy either the income criterion or the
poverty criterion in at least two of three
years, but not both. A tract must qualify
for at least one of the criteria in at least
two of the three evaluation years to be
eligible, although it does not need to be
the same criterion,

c. Tracts in the first group are ranked
from highest to lowest by the average of
the ratios of the tract average-
household-size-adjusted income limit to
the median household income. Then,
tracts in the first group are ranked from
highest to lowest by the average of the
poverty rates. The two ranks are

31f the confidence interval around the estimates
of the population for whom poverty status has been
determined or the number of persons below poverty
included zero persons as determined from the
margins of error for the estimales as published by
Census in one or more of the ACS tabulations
evaluated, HUD determined the tract to be ineligible
for evaluation as a QCT under the poverty rate
criterion due to lack of reliable poverty statistics in
that ACS tabulation.

41f a tract exceeded the threshold in only 2 years,
only the qualifying two years of data were averaged.

averaged to yield a combined rank. The
tracts are then sorted on the combined
rank, with the census tract with the
highest combined rank being placed at
the top of the sorted list. In the event of
a tie, more populous tracts are ranked
above less populous ones.

d. Tracts in the second group are
ranked from highest to lowest by the
average of the ratios of the tract average-
household-size-adjusted income limit to
the median household income. Then,
tracts in the second group are ranked
from highest to lowest by the average of
the poverty rates. The two ranks are
then averaged to yield a combined rank.
The tracts are then sorted on the
combined rank, with the census tract
with the highest combined rank being
placed at the top of the sorted list. In the
event of a tie, more populous tracts are
ranked above less populous ones.

e. The ranked first group is stacked on
top of the ranked second group to yield
a single, concatenated, ranked list of
eligible census tracts.

. Working down the single,
concatenated, ranked list of eligible
tracts, census tracts are identified as
designated until the designation of an
additional tract would cause the 20
percent limit to be exceeded. If a census
tract is not designated because doing so
would raise the percentage above 20
percent, subsequent census tracts are
then considered to determine if one or
more census tract(s) with smaller
population(s) could be designated
without exceeding the 20 percent limit,

C. Exceptions to OMB Definitions of
MSAs and Other Geographic Matters

As stated in OMB Bulletin 10-02,
defining metropolitan areas:

""OMB establishes and maintains the
definitions of Metropolitan . . . Statistical
Areas, . . . solely for statistical purposes.

. . . OMB does not take into account or
attempt to anticipate any non-statistical uses
that may be made of the definitions[.] In
cases where . . ., an agency elects to use the
Metropolitan . . . Area definitions in
nonstatistical programs, it is the sponsoring
agency's responsibility to ensure that the
definitions are appropriate for such use. An
agency using the statistical definitions in a
nonstatistical program may modify the
definitions, but only for the purposes of that
program. In such cases, any modifications
should be clearly identified as deviations
from the OMB statistical area definitions in
order to avoid confusion with OMB's official
definitions of Metropolitan . . . Statistical
Areas."

Following OMB guidance, the
estimation procedure for the FY2014
FMRs and income limits incorporates
the current OMB definitions of
metropolitan areas based on the Core-
Based Statistical Area (CBSA) standards,
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as implemented with 2000 Census data,
but makes adjustments to the
definitions, in order to separate subparts
of these areas in cases where FMRs (and
in a few cases, VLILs) would otherwise
change significantly if the new area
definitions were used without
modification. In CGBSAs where subareas
are established, it is HUD's view that the
geographic extent of the housing
markets are not yet the same as the
geographic extent of the CBSAs, but
may approach becoming so as the social
and economic integration of the CBSA
component areas increases,

The geographic baseline for the FMR
and income limit estimation procedure
is the CBSA Metropolitan Areas
(referred to as Metropolitan Statistical
Areas or MSAs) and CBSA Non-
Metropolitan Counties (nonmetropolitan
counties include the county
components of Micropolitan CBSAs
where the counties are generally
assigned separate FMRs). The HUD-
modified CBSA definitions allow for
subarea FMRs within MSAs based on
the boundaries of “Old FMR Areas”
(OFAs) within the boundaries of new
MSAs. (OFAs are the FMR areas defined
for the FY2005 FMRs. Collectively, they
include the June 30, 1999, OMB
definitions of MSAs and Primary MSAs
(old definition MSAs/PMSAs),
metropolitan counties deleted from old
definition MSAs/PMSAs by HUD for
FMR-setting purposes, and counties and
county parts outside of old definition
MSAs/PMSAs referred to as
nonmetropolitan counties), Subareas of
MSAs are assigned their own FMRs and
Income Limits when the subarea 2000
Census Base FMR differs significantly
from the MSA 2000 Census Base FMR
(or, in some cases, where the 2000
Census base AMGI differs significantly
from the MSA 2000 Census Base AMGI).
MSA subareas, and the remaining
portions of MSAs after subareas have
been determined, are referred to as
“HUD Metro FMR Areas (HMFAs)," to
distinguish such areas from OMB's
official definition of MSAs.

In the New England states
(Connecticut, Maine, Massachusetts,
New Hampshire, Rhode Island, and
Vermont), HMFAs are defined according
to county subdivisions or minor civil
divisions (MCDs), rather than county
boundaries. However, since no part of
an HMFA is outside an OMB-defined,
county-based MSA, all New England
nonmetropolitan counties are kept
intact for purposes of designating
Nonmetropolitan DDAs.

For the convenience of readers of this
notice, the geographical definitions of
designated Metropolitan DDAs are
included in the list of DDAs,

Future Designations

DDAs are designated annually as
updated income and FMR data are made
public. As previously announced,
beginning with the 2016 metropolitan
area designations, HUD will use “Small
Area FMRs” (SAFMRs) defined at the
ZIP Code level within metropolitan
areas as the measure of “construction,
land, and utility costs relative to area
median gross income” rather than FMRs
established for HUD Melropolitan FMR
Areas, In general, HUD estimates
SAFMRs by multiplying the ratio of
ZIP-Code area to metropolitan-area
median gross rent by the metropolitan-
area FMRs (a complete description of
how SAFMRs are estimated is available
at: hitp://www.huduser.org/portal/
datasets/fmr/fmr2013f/FY13 SAFMR _
Notice.pdf.

QCTs are designated periodically as
new data become available, or as
metropolitan area definitions change.
QCTs are being updated at this time to
incorporate two additional releases of
data since the 2013 QCT designations,
which were based on 2006-2010 ACS
estimates, were announced, The two
subsequent releases of the ACS, the
2007-2011 estimates released in
December of 2012, and the 20082012
estimates released in December 2013,
indicate that the 2006-2010 poverty rate
estimates for certain tracts were
anomalous and not an accurate
reflection of the true poverty rate in the
tract. In order to avoid basing QCT
designations on a single estimate which
may be an anomaly due to sampling
error rather than an accurate reflection
of local conditions, HUD is adopting the
method described in this notice
incorporating three years of estimates.

Effective Date

The 2015 lists of DDAs are effective:

(1) For allocations of credit after
December 31, 2014; or

(2) for purposes of IRC Section
42(h)(4), if the bonds are issued and the
building is placed in service after
December 31, 2014.

If an area is not on a subsequent list
of DDAs, the 2015 lists are effective for
the area if:

(1) The allocation of credit to an
applicant is made no later than the end
of the 365-day period after the applicant
submits a complete application to the
LIHTC-allocating agency, and the
submission is made before the effective
date of the subsequent lists; or

(2) for purposes of IRC Section
42(h)(4), if:

() The bonds are issued or the
building is placed in service no later
than the end of the 365-day period after

the applicant submits a complete
apglication to the bond-issning agency,
an

(b) the submission is made befors the
effective date of the subsequent lists,
grovided that both the issuance of the

onds and the placement in service of
the building occur after the application
is submitted.

An application is deemed to be
submitted on the date it is filed if the
application is determined to be
complete by the credit-allocating or
bond-issuing agency. A “complete
application” means that no more than
de minimis clarification of the
application is required for the agency to
make a decision about the allocation of
tax credits or issuance of bonds
requested in the applicatiun.

n the case of a “multiphase project,”
the DDA or QCT status of the site of the
project that applies for all phases of the
project is that which applied when the
project received its first allocation of
LIHTC. For purposes of IRC Section
42(h)(4), the DDA or QCT status of the
site of the project that applies for all
phases of the project is that which
applied when the first of the following
occurred: (a) The building(s) in the first
phase were placed in service, or (b) the
bonds were issued.

For purposes of this notice, a
“multiphase project” is defined as a set
of buildings to be constructed or
rehabilitated under the rules of the
LIHTC and meeting the following
criteria:

(1) The multiphase composition of the
project (i.e., total number of buildings
and phases in project, with a
description of how many buildings are
to be built in each phase and when each
phase is to be completed, and any other
information required by the agency) is
made known by the applicant in the
first application of credit for any
building in the project, and that
applicant identifies the buildings in the
project for which credit is (or will be)
sought;

(2) The aggregate amount of LIHTC
applied for on behalf of, or that would
eventually be allocated to, the buildings
on the site exceeds the one-year
limitation on credits per applicant, as
defined in the Qualified Allocation Plan
(QAP) of the LIHTC-allocating agency,
or the annual per-capita credit authority
of the LIHTC allocating agency, and is
the reason the applicant must request
multiple allocations over 2 or more
years; and

(3) All applications for LTHTC for
buildings on the site are made in
immediately consecutive years.

Members of the public are hereby
reminded that the Secretary of Housing



59860

Federal Register/Vol. 79, No. 192 /Friday, October 3, 2014 /Notices

and Urban Development, or the
Secretary’s designee, has legal authority
to designate DDAs and QCTs, by
publishing lists of geographic entities as
defined by, in the case of DDAs, the
Census Bureau, the several states and
the governments of the insular areas of
the United States and, in the case of
QCTs, by the Census Bureau; and to
establish the effective dates of such lists.
The Secretary of the Treasury, through
the IRS thereof, has sole legal authority
to interpret, and to determine and
enforce compliance with the IRC and
associated regulations, including
Federal Register notices published by
HUD for purposes of designating DDAs
and QCTs. Representations made by any
other entity as to the content of HUD
notices designating DDAs and QCTs that
do not precisely match the language
published by HUD should not be relied
upon by taxpayers in determining what
actions are necessary to comply with
HUD notices.

Interpretive Examples of Effective Date

For the convenience of readers of this
notice, interpretive examples are
provided below to illustrate the
consequences of the effective date in
areas that gain or lose DDA status. The
examples covering DDAs are equally
applicable to QCT designations.

(Case A) Project A is located in a 2015
DDA that is NOT a designated DDA in
2016. A complete application for tax
credits for Project A is filed with the
allocating agency on November 15,
2015. Credits are allocated to Project A
on October 30, 2016. Project A is
eligible for the increase in basis
accorded a project in a 2015 DDA
because the application was filed
BEFORE January 1, 2016 (the assumed
effective date for the 2016 DDA lists),
and because tax credits were allocated
no later than the end of the 365-day
period after the filing of the complete
application for an allocation of tax
credits.

(Case B) Project B is located in a 2015
DDA that is NOT a designated DDA in
2016 or 2017. A complete application
for tax credits for Project B is filed with
the allocating agency on December 1,
2015. Credits are allocated to Project B
on March 30, 2017. Project B is NOT
eligible for the increase in hasis
accorded a project in a 2015 DDA
because, although the application for an
allocation of tax credits was filed
BEFORE January 1, 2016 (the assumed
effective date of the 2016 DDA lists), the
tax credits were allocated later than the
end of the 365-day period after the filing
of the complete application.

(Case C) Project C is located in a 2015
DDA that was not a DDA in 2014,
Project C was placed in service on
November 15, 2014, A complete
application for tax-exempt bond
financing for Project C is filed with the
bond-issuing agency on January 15,
2015. The bonds that will support the
permanent financing of Project C are
issued on September 30, 2015. Project C
is NOT eligible for the increase in basis
otherwise accorded a project in a 2015
DDA, because the project was placed in
service BEFORE January 1, 2015.

(Case D) Project D is located in an area
that is a DDA in 2015, but is NOT a DDA
in 2016. A complete application for tax-
exempt bond financing for Project D is
filed with the bond-issuing agency on
October 30; 2015. Bonds are issued for
Project D on April 30, 2016, but Project
D is not placed in service until January
30, 2017. Project D is eligible for the
increase in basis available to projects
located in 2015 DDAs because: (1) One
of the two events necessary for
triggering the effective date for buildings
described in Section 42(h)(4)(B) of the
IRC (the two events being bonds issued
and buildings placed in service) took
place on April 30, 2016, within the 365-
day period after a complete application
for tax-exempt bond financing was filed,
(2) the application was filed during a
time when the location of Project D was
in a DDA, and (3) both the issuance of
the bonds and placement in service of
Project D occurred after the application
was submitted.

(Case E) Project E is a multiphase
project located in a 2015 DDA that is not
a designated DDA in 2016, The first
phase of Project E received an allocation
of credits in 2015, pursuant to an
application filed March 15, 2015, which
describes the multiphase composition of
the project. An application for tax
credits for the second phase Pro{fct Eis
filed with the allocating agency by the
same entity on March 15, 2016, The
second phase of Project E is located on
a contiguous site. Credits are allocated
to the second phase of Project E on
October 30, 2016, The aggregate amount
of credits allocated to the two phases of
Project E exceeds the amount of credits
that may be allocated to an applicant in
one year under the allocating agency’s
QAP and is the reason that applications
were made in multiple phases, The
second phase of Project E is, therefore,
eligible for the increase in basis
accorded a project in a 2015 DDA,
because it meets all of the conditions to
be a part of a multiI‘Ehase project.

(Case F) Project I is a multiphase
project located in a 2015 DDA that is
NOT a designated DDA in 2016, The
first phase of Project F received an

allocation of credits in 2015, pursuant to
an application filed March 15, 2015,
which does not describe the multiphase
composition of the project. An
application for tax credits for the second
phase of Project F is filed with the
allocating agency by the same entity on
March 15, 2017. Credits are allocated to
the second phase of Project F on
October 30, 2017. The aggregale amount
of credits allocated to the two phases of -
Project F exceeds the amount of credits
that may be allocated to an applicant in
one year under the allocating agency’s
QAP. The second phase of Project F is,
therefore, not eligible for the increase in
basis accorded a project in a 2015 DDA,
since it does not meet all of the
conditions for a multiphase project, as
defined in this notice. The original
application for credits for the first phase
did not describe the multiphase
composition of the project. Also; the
application for credits for the second
phase of Project F was not made in the
year immediately following the first
phase application year.

Findings and Certifications
Environmental Impact

This notice involves the
establishment of fiscal requirements or
procedures that are related to rate and
cost determinations and do not
constitute a development decision
affecting the physical condition of
specific project areas or building sites.
Accordingly, under 40 CFR 1508.4 of
the regulations of the Council on
Environmental Quality and 24 CFR
50.19(c)(6) of HUD’s regulations, this
notice is categorically excluded from
environmental review under the
National Environmental Policy Act of
1969 (42 U.S.C. 4321).

Federalism Impact

Executive Order 13132 (entitled
“Federalism™) prohibits an agency from
publishing any policy document that
has federalism implications if the
document either imposes substantial
direct compliance costs on state and
local governments and is not required
by statute, or the document preempts
state law, unless the agency meets the
consultation and funding requirements
of section 6 of the executive order. This
notice merely designates DDAs as
required under IRC Section 42, as
amended, for the use by political
subdivisions of the states in allocating
the LIHTC. This notice also details the
technical method used in making such
designations. As a result, this notice is
not subject to review under the order.
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Dated: September 29, 2014,
Kathy M. O'Regan,
Assistant Secretary for Policy Development
and Research. i
[FR Dog. 201423684 Filed 10-2-14; 8:45 am]
BILLING CODE 4210-87-2

DEPARTMENT OF THE INTERIOR

Fish and Wildlife Service

[FWS-R1-ES-2014-N204;
FXES11130100000-145-FF01E00000]

Endangered Species; Recovery Permit
Applications

AGENCY: Fish and Wildlife Service,
Interior.

ACTION: Notice of availability; request
for comments.

SUMMARY: We, the U.S, Fish and
Wildlife Service, invite the public to
comment on the following applications
for recovery permits to conduct
activities with the purpose of enhancing
the survival of endangered species. The
Endangered Species Act of 1973, as
amended (Act), prohibits certain
activities with endangered species
unless a Federal permit allows such
activity. The Act also requires that we
invite public comment before issuing
such permits.

DATES: To ensure consideration, please
send your written comments by
November 3, 2014,

ADDRESSES: Program Manager for
Restoration and Endangered Species
Classification, Ecological Services, U.S.
Fish and Wildlife Service, Pacific
Regional Office, 911 NE, 11th Avenue,
Portland, OR 97232—4181. Please refer
to the permit number for the application
when submitting comments.

FOR FURTHER INFORMATION CONTACT:
Colleen Henson, Fish and Wildlife
Biologist, at the above address, or by
telephone (503—231-6131) or fax (503~
231-6243).

SUPPLEMENTARY INFORMATION:
Background

The Act (16 U.S.C. 1531 et seq.)
prohibits certain activities with respect
to endangered and threatened species
unless a Federal permit allows such
activity. Along with our implementing
regulations in the Code of Federal
Regulations (CFR) at 50 CFR part 17, the
Act provides for certain permits, and
requires that we invite public comment
before issuing these permits for
endangered species.

A permit granted by us under section
10(a)(1)(A) of the Act anthorizes the
permittee to conduct activities

(including take or interstate commerce)
with respect to U.S. endangered or
threatened species for scientific
purposes or enhancement of
propagation or survival. Our regulations
implementing section 10(a)(1)(A) of the
Act for these permits are found at 50
CFR 17.22 for endangered wildlife
species, 50 CFR 17.32 for threatened
wildlife species, 50 CFR 17.62 for
endangered plant species, and 50 CFR
17.72 for threatened plant species.

Application Available for Review and
Comment

We invite local, State, and Federal
agencies and the public to comment on
the following applications. Please refer
to the permit number for the application
when submitting comments.

Documents and other information
submitted with these applications are
available for review by request from the
Program Manager for Restoration and
Endangered Species Classification at the
address listed in the ADDRESSES section
of this notice, subject to the
requirements of the Privacy Act (5
U.S.C. 552a) and the Freedom of
Information Act (5 U.S.C. 552).

Permit Number: TE-45531B

Applicant: State of Hawaii, Division of
Forestry and Wildlife, Honolulu,
Hawaii,

The applicant requests a new permit
to take (collect eggs, captive propagate,
and release) the Kauai akialoa
(Hemignathus procerus), Kauai ‘o’o
(Moho braccatus), large Kauai thrush
(Myadestes myadestinus), Maui akepa
(Loxops coccineus ochraceus), Molokai
creeper (Paroreomyza flammea),
Molokai thrush (Myadestes lanaiensis
rutha), nukupu‘n (Hemignathus
lucidus), ‘o'u (Psittirostra psittacea),
Oahu creeper (Paroreomyza maculata),
palila (Loxioides bailleui), and small
Kauai thrush (Myadestes palmeri); to
take (collect eggs, capture adults,
captive propagate, and release) the
Hawaiian crow or ‘alala (Corvus
hawaiiensis), Maui parrotbill
(Pseudonestor xanthophrys), and
po‘ouli (Melamprosops phaeosoma);
and to take (collect eggs, capture
nestlings and adults, captive propagate,
and release) the akekee (Loxops
caeruleirostris) and akikiki (Oreomystis
bairdi) throughout their ranges in
Hawaii, in conjunction with captive
breeding and population management
activities, for the purpose of enhancing
the species’ survival,

Permit Number: TE-798744

Applicant: Kootenai Tribe of Idaho,
Bonners Ferry, Idaho,

The applicant requests a permit
renewal to take (capture, collect,
measure, mark, attach radio or sonic
transmitters, collect biological samples,
captive propagate, and release) the
Kootenai River population of the white
sturgeon (Acipenser fransmontanus) in
conjunction with captive propagation
and scientific research in Idaho and
Montana for the purpose of enhancing
the species’ survival,

Public Availability of Comments

All comments and materials we
receive in response to this request will
be available for public inspection, by
appointment, during normal business
hours at the address listed in the
ADDRESSES section,

Before including your address, phone
number, email address, or other
personal identifying information in your
comment, you should be aware that
your entire comment—including your
personal identifying information—may
be made publicly available at any time.
While you can ask us in your comment
to withhold your personal identifying
information from public review, we
cannot guarantee that we will be able to
do so.

Authority: We provide this natice under
section 10 of the Act (16 U.5.C. 1531 et seq.).
Dated: September 23, 2014.
Hugh Morrison,

Acting Regional Director, Pacific Region, U.S.
Fish and Wildlife Service.

[FR Doc. 2014-23384 Filed 10-2-14; 8:45 am]
BILLING CODE 4310-55-P

DEPARTMENT OF THE INTERIOR

Bureau of Land Management
[LLAK930000.L.13100000.E10000.241A]

Notice of National Petroleum Reserve-
Alaska Qil and Gas Lease Sale 2014
and the Availability of the Detailed
Statement of Sale for Oil and Gas
Lease Sale 2014 in the National
Petroleum Reserve-Alaska

AGENCY: Bureau of Land Management,
Interior.

ACTION: Notice.

SUMMARY: The Bureau of Land
Management (BLM) Alaska State Office
will hold an oil and gas lease sale bid
opening for tracts in the National
Petroleum Reserve-Alaska. The United
States reserves the right to withdraw
any tract from this sale prior to issuance
of a written acceptance of a bid.

DATES: The oil and gas lease sale bid
opening will be held at 1 p.m. on
Wednesday, November 19, 2014. Sealed




2015 IRS SECTION 42(3)(5)(8) METROPOLITAN DIFFICULT DEVELOPMENT AREAS

{OMB Metropolitan Area Definitions, December 1, 2009 [MSA)] and derived FY2014 HUD Metro FMR Area Definitions [HMFA])

State Metropolitan Area Metropolitan Area Components
Alaska Fairbanks, AK MSA Fairbanks North Star Borough
Arizona Flagstaff, AZ MSA Coconino County
Yuma, AZ MSA Yuma County
Arkansas Hot Springs, AR MSA Garland County
California Los Angeles-Long Beach, CA HMFA Los Angeles County
Napa, CA MSA Napa County
Oakland-Fremont, CA HMFA Alameda County Contra Costa County
Orange County, CA HMFA Orange County
- Oxnard-Thousand Oaks-Ventura, CA MSA Ventura County
Redding, CA MSA Shasta County
Riverside-San Bernardino-Ontario, CA MSA Riverside County San Berardino County
Salinas, CA MSA Manterey County
San Diego-Carisbad-San Marcos, CA MSA San Diego County
San Francisco, CA HMFA Marin County San Francisco County San Mateo County
Santa Barbara-Santa Maria-Goleta, CA MSA Santa Barbara County
Santa Cruz-Watsonville, CA MSA Santa Cruz County
Florida Deltona-Daytona Beach-Ormond Beach, FL MSA Volusia County
Fort Lauderdale, FL HMFA Broward County
Miami-Miami Beach-Kendall, FL. HMFA Miami-Dade County
North Port-Bradenton-Sarasota, FL MSA Manatee County Sarasota County
Ocala, FL MSA Marion County
Oriando-Kissimmee-Sanford, FL MSA Lake County Orange County Osceola County Seminole County
Palm Coast, FL MSA Flagler County
Tampa-St. Petersburg-Clearwater, FL MSA Hemando County Hillsborough County Pasco County Pinellas County
West Palm Beach-Boca Raton, FL HMFA Palm Beach County
Hawaii Honolulu, HI MSA Honelulu County
New Jersey Atlantic City-Hammonton, NJ MSA Atlantic County
Jersey City, NJ HMFA Hudson County
Vineland-Millville-Bridgeton, NJ MSA Cumberland County
New York New York, NY HMFA Bronx County Kings County New York County Putnam County
Queens County Richmond County Rockland County Westchester County
Pennsylvania Pike County, PA HMFA Pike County
Texas Odessa, TX MSA Ector County
Vermont Burlington-South Burlington, VT MSA Bolton town Buels gore Burlington city Charlotte town
Colchester town Essex town Hinesburg town Huntington town
Jericho town Milton town Richmond town St. George town
Shelburne town South Burlington city Underhill town Westford town
Williston town Winooski city Bakersfield town Berkshire town
Enosburg town Fairfax town Fairfield town Fletcher town
Franklin town Georgia town Highgate town Montgomery town
Richford town St. Albans city St Albans town Sheldon town
Swanton town Alburg town Grand Isle town Isle La Motte town

North Hero town

South Hero town

* Puerto Rico

Arecibo, PR HMFA
Guayama, PR MSA

Areciba Municipio
Arroyo Municipio

Camuy Municipio
Guayama Municipio

Hatillo Municipio
Patillas Municipio
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2015 IRS SECTION 42(d)(5)(B) NONMETROPOLITAN DIFFICULT DEVELOPMENT AREAS (OMB Metropolitan Area Definitions, December 1, 2009)

State Nonmetropolitan Counties or County Equivalents

Washington Jefferson County Mason County San Juan County

American Samoa Eastern District Manu'a District Swains Island Western District

Guam Guam

Northern Mariana Islands Northemn Islands Municipality Rota Municipality Saipan Municipality Tinian Municipality

Puerto Rico Adjuntas Municipio Coamo Municipio Culebra Municipio Jayuya Municipio ? i
Las Marias Municipio Maricao Municipio Salinas Municipio Santa |sabel Municipio |
Utuado Municipio . Vieques Municipio

Virgin Islands St. Croix St John St. Thomas

Page 3 of 3



2015 IRS SECTION 42(d)(5)(B} QUALIFIED CENSUS TRACTS
{2010 Census and 2006-2010, 2007-2011 and 2008-2012 American Community Survey (ACS) Data; OMB Metropelitan Area Definitions, December 1, 2008)

METROPOLITAN AREA: Abilene, TX MSA

co OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
T)#c'l‘rTCYounty 101.00 102.00 103.00 104,00 108.00 108.00 117.00 119.00 121.00 131.00
METROPOLITAN AREA; Aguadilla-lsabela-San Sebastian, PR MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Aguada Municipio 4304,02 .
Aguadilla Municipio 4006.00 4008.00 4003.00 4010.00 4011.00 4013.01
Isabela Municipio 4106.00 4107.02
Lares Municiplo 9578.00 9583.00 8584.00
Moca Municipio 4204.02
San Sebastidn Municiplo 92.00 9589.00 9593.00
METROPOLITAN AREA: Akron, OH MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Portage County €6012.00 6014.00 6015.01 8015.02 6015.03
Summit County 5011.00 5017.00 5018.00 5019.00 5021.01 5021.02 5022.00 5023.00 5025.00 5031.00 5032.00 5033.00
5034.00 5035.00 5036.00 5041.00 5042.00 5044.00 5045.00 5048.00 5052.00 5053.00 5054.00 5056.00
5057.00 5064.00 5065.00 S066.00 5068.00 5074.00 5075.00 5083.01 5083.89 5086.00 5088.00 5089.00
5090.00 5101.00 5103.01 5301.05
METROPOLITAN AREA: Albany, GA MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Dougherty County 1.00 2.00 8.00 14.03 15.00 106.01 107.00 114.00
Terrell County 1203.00
METROPOLITAN AREA: Albany-Schenectady-Troy, NY MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Albany County 1.00 2.00 2.00 5.01 6.00 7.00 B.00 11.00 14.00 15.00 16,00 21.00
23.00 25.00 26.00 128.00 129.00 132.00
Rensselaer County 401.00 403.00 404.00 405.00 406.00 407.00 408.00 410.00 515.00
Saratoga County 622.00
Schenectady County 201.02 202.00 203.00 207.00 208.00 208.00 210.01 210.02 214.00 215.00 217.00
METROPOLITAN AREA: Albuquerque, NM MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Bernalillo County 1.24 1.28 6.03 6.04 7.07 712 7.13 2,01 9.03 11.02 12.00 13.00
14.00 15.00 16.00 17.00 18.00 20.00 21.00 22,00 23.00 34,00 37.36. 43.00
45.01 45.02 47.18 47.34 47,35 47.36 47.48
Sandoval County $402.00 8408.00
Torrance County 9636,00 9637.00
Valencia County 9701.01 9701.02 9703.01 9708.00 8711.00 8713.00
METROPOLITAN AREA: Alexandria, LA M5A
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT ‘TRACT TRACT TRACT TRACT TRACT
Grant Parish > 203.00
Rapldes Parish 110.00 117.00 120.00 121.00 127.00 126.00 130.00 131.00 139.00
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2015 IRS SECTION 42(d){5)(8) QUALIFIED CENSUS TRACTS
(2010 Census and 2006-2010, 2007-2011 and 2008-2012 American Cammunity Survey (ACS) Data; OMB Metropolitan Area Definitions, December 1, 2009)

METROPOLITAN AREA: Eugene-Springfield, OR MSA

COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Lane County 21.02 31.02 32.1 32.02 33.01 33.02 37.00 38.00 39,00 40,00 42.00 44,03
45,01 45.02 48.00 51.00 i
METROPOLITAN AREA: Evansville, IN-KY MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Vanderburgh County, IN 10.00 11.00 12.00 13.00 14.00 17.00 18.00 19.00 20,00 21,00 23.00 25.00
. 26.00 37.02 104.03

Henderson County, KY 201.00 202.00 203.00 204.00
Webster County, KY 9604.00
METROPOLITAN AREA: Fairbanks, AK MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Faidianks North Star Borough 1.00

: AEI‘ROPOLITAN AREA: Fajardao, PR NMSA

: COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Fajarde Municipio 1503.01 1503,02 1506.00
Luquillo Municipio 1402.01
METROPOLITAN AREA: Fargo, ND-MN MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Clay County, MN g 203.00 204.00
Cass County, ND 3.00 5.02 6,00 7.00 10.02 101.06
METROPOLITAN AREA: Farmington, NM MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
San Juan County 2.05 5.04 7.05 B428.01 8428.03 9429.00 9431.00 it
METROPOLITAN AREA: Fayetteville, NC MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Cumberland County 2.00 5.00 10.00 11.00 12.00 22.00 24.01 30.02 31.04 35.00 36.00 38.00
Hoke County 8703.00 8704.01 9704.02
METROPOLITAN AREA: Fayetteville-Springdale-Rogers, AR-MO MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Benton County, AR ' 203.01 205.04 -
Washington County, AR 102.00 103.02 104.02 106.00 107.01 107.02 111.01 113.00
McDonald County, MO 703.00
METROPOLITAN AREA: Fiagstaff, AZ MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT " TRACT TRACT TRACT TRACT
Coconino County 8.00 10.00 9422.02 9450.00 8451.00
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2045 IRS SECTION 42(d)(5)(B) QUALIFIED CENSUS TRACTS

(2010 Census and 2006-2010, 2007-2011 and 2008-2012 American Community Survey (ACS) Data; OMB Metropolitan Area Definitions, December 1, 2008)

METROPOLITAN AREA: Greensboro-High Point, NC MSA

COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Guilford County 101.00 102,00 103,00 106.02 107.02 108.00 110.00 111.01 111.02 112.00 113.00 114.00
115.00 116.02 118.04 126.08 126.11 126.147 127.05 127.068 127.07 136.01 138.00 139.00
140.00 142.00 143.00 144.08 145,01 145.02 145.03
Randolph County 301.00 303.01 303.02 304.00
Rockingham County 412.00 414.00
METROPOLITAN AREA: Greenville, NC MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Pift County 1.00 2,01 5.02 B.02 7.01 7.02 8.00 10.01 14.02
METROPOLITAN AREA: Greenville-Mauldin-Easley, SC MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Greenvlile County 4.00 5.00 7.00 8.00 © 800 12.05 15.02 17.00 20.01 20.03 21.04 21.05
21.08 21.07 21.08 22,01 22.02 23.02 23.03 23.04 25.05 35.00 36.01 36.02
37.04 37.06 43,00 . ;
l;}vnns County 9205.02 9206.00 9207.00 9209.00
ckens County 110.01 1141.02- 112.04 112,05
/ METROPOLITAN AREA: Guayama, PR MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRAGT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Arroyo Municipio 2801.01
Guayama Municipio 2702.02 2704.00 2706.00 2707.00
METROPOLITAN AREA: Gulfport-Biloxi, MS MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Hancock County . 303.00 306.02
Harrison County 1.00 3.00 14.00 18.00 20.00 23.00 24.00 26.00 36.00 37.00
Stane County 201.00 :
METROPOLITAN AREA: Hagerstown-Martinsburg, MD-WV MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Washington County, MD 3.02 4.00 5.00 7.00 8.00 8.00 !
Berkeley County, WV 8715.00 9717.00
Morgan County, WV 9708.00 0708.00
METROPOLITAN AREA: Hanford-Gorcoran, CA MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Kings Gounty 10.02 11.00 13.00 14.02 17.01
METROPOLITAN AREA: Harrisburg-Carlisle, PA MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRAGT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Cumberiand County 122.00 131.02 132.00
Dauphin County 201.00 203.00 206.00 207.00 211.00 212.00 213.00 214.00 215.00 216.00 233.00 237.00
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2015 RS SECTION 42(d)(5)(B) QUALIFIED CENSUS TRACTS
(2010 Census and 2008-2010, 2007-2011 and 2008-2012 Amarican GCommunity Survey (ACS) Data; OMB Metropolitan Area Definitions, Dacember 1, 2008)

METROPOLITAN AREA: Madera-Chowchilla, CA MSA

COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Wadera County 6.02 6.04 8.00 9.00
METROPOLITAN AREA: Madison, Wi MSA )
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Dane County 6.00 9.02 11.01 | 12.00 14.01 15.02 16.03 " 16.04 16.05 16.08 17.04 17.05
23.01 24.02 26,00 268.01 32.00 )
METROPOLITAN AREA: Manchester-Nashua, NH MSA
COUNTY OR COUNTY EQUIVALENT TRACT . TRACT TRACT TRACT TRACT TRAGCT TRACT TRACT TRACT TRACT TRACT TRACT
Hillsborough County 3.00 13,00 14.00 15.00 16.00 20.00 21.00 105.00 106.00 107.00 108.00 225.00*
2004.00
METROPOLITAN AREA: Manhattan, KS MSA .
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Riley County 1 3.03 5,00 8.01 8.02 11.00 -
METROPOLITAN AREA: _Mankato-North Mankato, MN MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Blue Earth County 1706.00 1707.00 1711.01 1712.02
METROPOLITAN AREA: Mansfield, OH MSA
GOUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Richland County 5.00 8,00 7.00 10,00 14.00 15.00 31.00 -
METROPOLITAN AREA: Mayagiiez, PR MSA ,
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Mayaguez Municipio 801.00 802.00 803.00 804.00 805.00 506.00 B08.00 £10.00 811.00 $12.00
METROPOLITAN AREA: McAllen-Edinburg-Mission, TX MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Hidalgo County 204,03 206.00 207.23 211.00 215.00 216.00 218.04 221,04 221.05 225.01 231.02 231.03
231.04 235.11 235.14 237.00 241.08 24112 241.13 241.14 242.01 243.02 244.03 245.00
METROPOLITAN AREA: Medford, OR MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRAGT
Jackson County 1,00 2.02 5.02 16.01 19.00
METROPOLITAN AREA: Memphis, TN-MS-AR MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Crittenden County, AR 301.01 301.02 303,02 305,02 306.00 307.02 311.00 312.00
Marshall County, MS " 950401 9504.02
Shelby County, TN 2.00 3.00 4.00 6.00 7.00 8,00 9.00 12.00 18.00 14.00 15.00 19.00
20.00 21.00 . 24.00 27.00 28.00 36.00 37.00 38.00 39.00 45.00 46,00 50.00
53.00 55.00 56,00 57.00 58.00 50.00 60.00 62.00 65.00 67.00 66.00 69.00
70.00 73.00 75.00 78.10 78.21 78.22 78.00 81.10 82.00 £9.00 99,01 29,02
100,00 101.10 101.20 102,10 103.00 105.00 106.20 106,30 11020 411.00 112.00 113.00
114.00 115.00 116.00 117.00 201.01 205.21 205.23 217.10 21721 217.28 21731 221.11
222,20 223,10 226.00 9801.00
Tipton County, TN 407.00
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2015 IRS SECTION 42(d)(5)(E) QUALIFIED CENSUS TRACTS
(2010 Census and 2006-2010, 2007-2011 and 2008-2012 American Communily Survey (ACS) Data; OMB Metropolitan Area Definitions, December 1, 2009)

. :

METROPOLITAN AREA: Ponce, PR MSA

COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Juana Diaz Municiplo 7104.00
Ponce Municipio 702.02 703.00 7008.00 708.00 710.00 713.00 716.02 718.00 719.00 721.01 723.00 726.00
727.04 730.06 730.08 s
METROPOLITAN AREA: Portland-South Portiand-Biddeford, ME MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Cumberland County 1.00 3.00 5.00 6.00 10.00 11.00 12.00
York County £61.02
METROPOLITAN AREA: Portiand-Vancouver-Hillsboro, OR-WA MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRAGT TRACT TRACT TRACT TRACT TRACT TRACT
Clackamas County, OR 222.01 9800.00
Muitnomah Cnimty, OR 11.01 21.00 22.03 33.01 34.01 38.02 40.01 40.02 49.00 51,00 52,00 §5.00
586.00 73.00 74.00 76.00 77.00 . 82.02 83.01 83,02 84.00 85.00 80.00 91.01
93.01 95.01 96.04 86.06 97.01 98.01 ©8.03 100.01 103.04 106.00
Washington County, OR 307.00 312.00 314.02 317.05 320.05 324.09 325.01 331.01 332.00
* Yamhill County, OR 308.01 308.02
Clark County, WA 405,08 410,05 41111 416.00 417.00 423.00 424.00 427.00
METROPOLITAN AREA: Port St. Lucie, FL MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Martin County 8.00 92.00 18.01 18.02 .
St. Lucie County 3801.00 3802.00 3803.00 3804.00 3805.00 3808.01 3810.00
METROPOLITAN AREA: Poughkeepsie-Newburgh-Middletown, NY MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRAGT TRACT TRACT
Butchess County 2201.00 2202.01 2203.00 2207.00 2208.01 2211.00
Orange County 3.00 4.00 5.01 5.02 6.00 12.00 22.00 150.03 150.04 150.05 150.06 151.00
METROPOLITAN AREA: Prescotf, AZ MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT _ TRACT TRACT TRACT TRACT
Yavapai County 9.00 16.02 20.01 21.00
METROPOLITAN AREA: Providence-New Bedford-Fall River, RI-MA MSA 5
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Bristol County, MA 6136,00 6138.00 6138.01 6140.00 6402.00 6403.00 G6405.00 6406.00 6409.01 8410.00 6411.01 6412.00
6413.C0 5414.00 6415,00 6420,00 6506.00 6507.00 6508.00 6508.00 6511.00 6512.00 6513.00 £8514,00
B6517.00 6518.00 6518.00 6525,00 6526.00 6527.00 307.00
Kent County, RI 203.00 A
Newpoit County, Ri . 405.00
Providence County, RI 2.00 3.00 4.00 5.00 6.00 7.00 8.00 9.00 10.00 12.00 13.00 14.00
18.00 17.00 18.00 18,00 20.00 22.00 23.00 25.00 26.00 27.00 28.00 31,00
36.01 36.02 37.00 108,00 108.00 111.00 151.00 152.00 153.00 154.00 160.00 161.00
164.00 166.00 167.00 174.00 176.00 179.00 180.00 181.00 183.00
Washington County, R 514.00 515.04
METROPOLITAN AREA: Frovo-Orem, UT MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Utah County 11.08 14.02 16.01 - 16.02 16.03 17.01 17.02 18.01 18.02 18.03 19.00 23.00
24.00 25,00 26.01 28.02 106.08
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2016 IRS SECTION 42(d)(5)(B) QUALIFIED CENSUS TRACTS
(2010 Census and 2008-2010, 2007-2011 and 2008-2012 American Community Survey (ACS) Data; OMB Melropolitan Area Definitions, December 1, 2009)

METROPOLITAN AREA: Sandusky, OH MSA

COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Erie County 407.00 408.00 410.00 412.00
METROPOLITAN AREA: San Francisco-Oakland-Fremont, CA MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Alameda County 4007.00 4010.00 4013.00 4014.00 4015.00 4016.00 4017.00 4018.00 4022.00 4024.00 4025.00 4026.00
4027.00 4026.00 4029.00 4030.00 4031.00 4035.01 4053.02 4054.01 4054,02 4055.00 4056.00 4057.00
4058.00 4050.01 4059.02 4060.00 4062.01 4062.02 4083.00 4084.00 4065.00 4066.01 4070.00 4071.01 -
4071.02 4072.00 4073.00 4074.00 4075.00 4076.00 4084.00 408500 4086.00 4087.00 4088.00 4088.00
4080.00 4092.00 4003.00 4084,00 4085.00 4086.00 40867.00 4098.00 4101.00 44102.00 4103.00 4105.00
4204.00 4221.00 4224.00 4225.00 4227.00 4228,00 4228.00 423400 4236,02 4237.00 4240.01 4240,02
4331.03 4339.00 4340.00 4353.00 4355.00 4356.01 4362.00 4366.01 4367.00 4369.00 4375.00 4377.01
4377.02 4376.00 4402.00 9610.00
Contra Costa County 3010.00 3050,00 3060.04 3072.01 3072.02 3100.00 3110.00 3120.00 3132.08 3141.02 3141.03 3141.04
3142.00 3160.00 3280.00 3361.01 3361.02 3362.02 3381.01 3650.02 3660.02 3672.00 3680.01 3680.02
3690.01 3730.00 3750.00 3760.00 3770.00 3790.00 3800.00 3820.00 3892.00
Marin County 1022.08 1122.01 112202 1290.00 ’
San Francisco County 108.00 107.00 113.00 117.00 118.00 118.02 120.00 121.00 122,04 122.02 123,01 123.02
124.01 124.02 125.01 - 125.02 158.01 159.00 161.00 176.01 178.01 178.02 176.02 201,00
208.00 229.01 230.01 231.02 231.03 232.00 234.00 257.02 258.00 260,02 263.01 264.01
264.02 264,03 264.04 314.00 332.01 332.03 332.04 605.02 611.00 612.00 9805.01
San Mateo County 6006.00 6008.00 601 3.90' 6015.02 6021.00 6022.00 8102.01 6102.02 6102.03 6105.00 6106.01 5108.00
6117.00 6118.00 6119.00 6120.00 6121.00
METROPOLITAN AREA: San German-Cabo Rojo, PR MSA
! COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Cabo Rojo Municipio 8305.02 8306.03
l.ajas Municipio 8501.01
Sabana Grande Municipio 9605.00  9808.00
San German Municipio 8402.00
METROPOLITAN AREA: San Jose-Sunnyvale-Santa Clara, CA MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Santa Clara County 5009.01 5009.02 5010.00 5012.00 5014,01 501402 501501 5015.02 5016.00 5017.00 5020.02 5021.02
5031.05 5031.10 503113 5031.17 §031.22 503123 5032.04 503213 5032.14 503217 §032.18 5033.04
5033.05 5034.02 5036.04 5035.08 5035.07 5035.08 5035.10 5036.01 5036.02 5037.03 5037.09 5037.10
5037.11 5037.12 5037.13 5039.03 5040.02 5041.01 5056.00 5065.01 5119.15 5120.43 5125.08 5126.03

5126.04 5130.00
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?15 IRS SECTION 42(d}[5NB) QUALIFIED CENSUS TRACTS
(2010 Census and 2006-2010, 2007-2011 and 2008-2012 American Community Survey (ACS) Data; OMB Metropolitan Area Definitions, December 1, 2008)

b / METROPOLITAN AREA: San Juan-Caguas-Guaynabo, PR MSA

1

s COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT ~ TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Aguas Buenas Municipio © 2301.00 2303.00 2304.00 2305.01 2305.02
Aibonito Municipio 2503.00 y
Arecibo Municipio 3004.00 3005.00 3013.00 3018.00 3019.00 3022.01 3023.00
Barceloneta Municipio 5802.00
Barranquitas Municipio 9524.00
BEayamon Municipio 301.03 307.00 311.24 312.0% 320.00
Canuas Municiplo 2009.00 2010.00 2016.00 2018.00
Camuy Municipio 3205.00
Canovanas Municipio 1001.03 * 1001.04
Carolina Municipio 502.22 503.41
Catano Municipio 202.00 203,02 204.22 204.25 204.27 9800.03
Cayey Municipio 26086.00 2607.00
Ciales Municipio 9557.00 8559.00
Comerio Municipio 8517.00 9518.00 9519.00 - 9520.00 9521.00
Carazal Municipio S302.00 530300 5306.00
Florida Municipio 5801.00
Guaynabo Municipio 401.01 401,02 401.03 408.00
Gurabo Municipio 2103.00
Humacao Municipio 1806.00
<Juncos Municipio 5004.01
Las Piedras Municipio 1901.01 1902.02
Loiza Municipio 1101.01 1103.01 1104.00
Manati Municipio §703.00 5704.00 5706.00 5707.00
Morovis Municipio 85652.01 9553.00 9554.02 9555,00
Naguabo Municiplo 1703.00 i
Naran]ito Municipio 5202.00 5§203.00 5204.00 §205.00
Orocaovis Municiplo 8549.01
Quebradiilas Municipio 3302.00
Rio Grande Municipio 1302.00 1304.02 i 4
San Juan Municipio 4,00 6.00 13.01 13.02 21.00 _ 2200 28.00 28.00 28.00 30.00 31.00 32.00
34.00 35.01 35.02 36.00 37.00 39.02 43.06 44.00 45,00 48.00 50.00 51.03
54.02 60.00 61.01 80,01 82.01 87.00 89.00 90.00
San Lorenzo Municipio 2202.00 2203.00 2207.00
Toa Aita Municipio 5101.02 5104.00 5107.02
Toa Baja Municipio 1212.00 1217.02 1218.01 1221.00 1222.01 1222.02 1224.00
* Vega Alta Municipio 5502.00 5503.00 5504.00 Y
Vega Baja Municipio 5601.00 5602.04 5606.00 5608.01 5608.02 5609.00
Yabucoa Municipio 9508.00 9511,00 95612.00

METROPOLITAN AREA: San Luis Obispo-Paso Robles, CA MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
San Luis Obispo County 101.02 106.03 109.01 109.02 110.02 111.01 111.02 112.00 113.00

METROPOLITAN AREA: Sanfa Barbara-Santa Maria-Goleta, CA MSA

COUNTY OR COUNTY EQUIVALENT TRACT TRACT ~ TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Santa Barbara County 9.00 12.08 22.05 23.04 24,02 24,03 24.04 27.02 27.03 27.08 27.06 28,15
20.24 28,26 29.28

METROFPOLITAN AREA: Santa Cruz-Watsonville, CA MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Santa Cruz County 1007.00 1010.00 1101.00 1103.00 1106,01 1105.02 “1106.00 1107.00 1233.00
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2015 IRS SECTION 42(d}(5)(8) QUALIFIED CENSUS TRACTS
(2010 Census and 2008-2010, 2007-2011 and 2008-2012 American Community Survey (ACS) Data; OMB Metrapolitan Area Definitions, December 1, 2000)

/METROPOLITAN AREA: Yauco, PR MSA
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: 7 COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
WV Guinica Municipio 9612.00 9613.00
Penuelas Municipio 7301.00
Yauco Municipio 7501.01 7501.02 7504.00
METROPOLITAN AREA: York-Hanover, PA MSA :
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
York County 1.00 2.00 3.00 4.00 5.00 6.00 7.00 8.00 10.00 11.00 12.00 15.00
. 16.00
METROPOLITAN AREA: Youngstown-Warren-Boardman, OH-PA MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRAGT TRACT TRACT TRACT TRACT TRACT
Mahoning County, OH 8004.00 8005.00 8006.00 8010.00 B8011.00 B8012.00 £8013.00 8016.00 8017.00 8021.00 8023.00 8024.00
8025.00 8026.00 8040.00 8041.00 8043.00 8103.00 8106.00 8114.00 8137.00 8138.00 8139.00 8140.00
8141.00
Trumbull County, OH $203.00 9204.00 9205.00 $206.00 9207.00 9208.00 9208.00 8211.00 621200 9216.00 9314.00 £8338,00
9338.00
Mercer County, PA 321.00 332.00 334.00
METROPOLITAN AREA: Yuba City, CA MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRAGCT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Sutter County 501.02 502.01 502.02
Yuba County 401.00 403.01 403.02 405.00 406.00
METROPOLITAN AREA: Yuma, AZ MSA
COUNTY OR COUNTY EQUIVALENT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT TRACT
Yuma County 1.00 3.02 4.03 7.00 108.13 114.03 114.05 115.01 115.03 116.00




v

2015 IRS SECTION 42(d)(5)(B) NONMETROPOLITAN QUALIFIED CENSUS TRACTS
(2010 Census and 2006-2010, 2007-2011 and 2008-2012 American Community Survey (ACS) Data; OMB Metropolitan Area Definitions, December 1, 2009)

NONMETROPOLITAN PART OF STATE: West Virginia

COUNTY OR COUNTY EQUIVALENT TRACT

Braxton County 8681.00
Doddridge County 9651.00
Fayette County 205.00
Gilmer County 9677.00
Greenbrier County 9507.00
Harrison County 301.00
Lewis County 9672.00
Logan County 9568.00
McDowell County 9536.00
Maricn County 201.00
Mason County 9551.01
Mercer County 13.00
Minga County 9571.00
Nicholas County 9503.00
Raleigh County 2.00
Roane County 9630.00
Summers County 5.00
Upshur County 9668.00
Webster County 9702.00
NONMETROPOLITAN PART OF STATE: Wisconsin

COUNTY OR COUNTY EQUIVALENT TRACT

Ashiand County 9400.00
Bayfield County 9601.00
Dunn County S707.00
Grant County 9609.00
Menominee County 9401.01
Monrae County '9506.00
Portage County 9603.00
Sauk County 10.02
Sawyer County ' 8400.00
Walworth County 5.01

NONMETROPOLITAN PART OF STATE: Wyoming

COUNTY OR COUNTY EQUIVALENT TRACT
Albany County 9630.00
F/gpmont County 9403.00
z
il NONMETROPOLITAN PART OF: Puerto Rico

COUNTY OR COUNTY EQUIVALENT TRACT
Adjuntas Municipio 9563.00
Coamo Municipio 9541.00
Jayuya Municipio 9561.00
Las Marlas Municipio 9597.00
Maricao Municipio 9601.00
Salinas Municipio 9526.00
Utuado Municipio 9560.00

TRACT

211.00
9678.00

302.00
9675.00
9568.00
9538.00

202.00

16.00
9575.00
9504.00

4.00

©631.00
7.00

TRACT

9708.00

9604.00
5.02

TRACT
9834.00

TRACT

9643.00

9527.00
9574.,00

303.00 316.00 317.00 319.00
0540.00  9542,00 954501 954503  9545.04
205.00

19.00 20.00

TRAGT  TRACT  TRAGT  TRACT  TRACT
9610.00

TRAGT  TRAGT  TRAGT  TRACT  TRACT
9635.00  9637.00

TRACT TRACT TRACT  TRACT TRACT
9532.00

9575.00
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ANNEX E: BINDING COMMITMENT FOR SUBSEQUENT YEAR

BINDING COMMITMENT FOR A CERTIFICATE
OF RESERVATION FOR A LOW INCOME
HOUSING TAX CREDIT ALLOCATION IN 20___

The Puerto Rico Housing Finance Authority (PRHFA or Allocating Agency) hereby commits to
reserving Low-Income Housing Tax Credits (LIHTC) pursuant to Section 42 (h)(1)(C) of the
Internal Revenue Code of 1986, as amended (Code), by issuing this Binding Commitment:

1. Allocation Year: 20XX

2 Amount of Tax Credits to Be Reserved: $

3. Name and Address of the Project:

Name:
Address:

4. Residential Buildings in the Project:

5. Units in the Project:

SR el

6. Type of building (s): New Construction
Existing Building
Substantial Rehabilitation
%, Name, Address and Taxpayer Identification Number of Project Owner:
Name:
Address:
Identification Number:

8. Name and Address of Allocating Agency:

PUERTO RICO HOUSING FINANCE AUTHORITY
P.O. Box 71361
San Juan, P.R. 00936-8461



Binding Commitment Agreement ANNEX E

Page 2

43 Date of this Binding Commitment: . 20XX.

10. Building Identification Numbers:  To Be Determined

11.  Project falls within one of the following categories (mark one):

[l

[l

]
L]

a.

Credit is deemed necessary to facilitate the restructuring of financing
provided to a project confronting economic difficulties.

Credit is deemed necessary to preserve the low-income housing status of
the project or to maintain the total number of available low-income
housing units in Puerto Rico.

Credit is requested in connection with the acquisition of a project from
the government of Puerto Rico, or any department, agency, entity or
political subdivision thereof.

Credit is requested in connection with a project using the Tax Credit
Program as its only subsidy.

Project is part of a Community Revitalization Master Plan.

Due to unforeseen circumstances that PRHFA, at its sole discretion,
believes are valid.

12. PRHFA commits itself to enter into a Carryover Allocation Agreement with the Project
Ownerin20 .

18. The Owner commits to achieve the Basic Threshold and Minimum Ranking Points as
required in the 20___ Qualified Allocation Plan as well as to comply with any other
pertinent law, rule, and regulation that may apply when the Project is submitted for
evaluation. The Owner also commits to pay the applicable processing fee of the annual
tax credit requested.

PRHFA represents and warrants that this Binding Commitment is binding on PRHFA and its
successors and assigns and that PRHFA is the housing credit agency for the Commonwealth of
Puerto Rico. It is intended that this Binding Commitment shall serve as a commitment to
reserve Tax Credits to the Project Owner, its successors and assigns, under Section 42(h)(1)(C) of
the Code with respect to the Project and that the State Housing Credit Ceiling [as defined in
Section 42(h)(3)(C) of the Code] shall be reduced in the 20___ to reflect this commitment.
Pursuant to Section 42(h)(1)(F) of the Code, the portion of the allocation which is to be allocated
to each building in the Project shall be specified no later than the close of the calendar year in
which each such building is placed in service and shall be reflected in IRS Forms 8609 for each
such building. The Project Owner represents and warrants that no portion of the Project has
been placed in service by the Project Owner in the calendar year, or prior to the calendar year,
in which this Binding Commitment is made.
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Owner agrees and acknowledges that all the terms, conditions, obligations and deadlines set forth
in this Binding Commitment are requirements precedent to this reservation, and that the Project's
failure to comply with all such terms and conditions will entitle the PRHFA, in its discretion, to
revoke this reservation.

Agency: Puerto Rico Housing Finance Authority
P O Box 71361
San Juan, PR 00936-8461
COMMONWEALTH OF PUERTO RICO
ID Number: 66-0433752

By:

Executive Director

Commitment Date: 20XX

Acknowledged, Agreed and Accepted:

Owner:
By:
Title:

Affidavit :

Sworn to and subscribed before me by _[name] , [title] of _[name of General Partner] , General
Partner of _[name of Owner], of legal age, [legal status], and resident of , and [name] ,
Executive Director of Puerto Rico Housing Finance Authority, of legal age, [legal status], and
residentof ____, both personally known to me.

In San Juan, Puerto Rico, on this 20XX.

NOTARY PUBLIC

(SEAL)
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ANNEX F: FAIR HOUSING ACT ACCESSIBILITY CHECKLIST

The following is a checklist of design and construction requirements of the Fair
Housing Act. This checklist represents many, but not all, of the requirements to the Act.
This checklist is not intended to be exhaustive; rather, it is a helpful guide in
determining if the major requirements of the Act have been met in designing and
constructing a particular multifamily development.

GENERAL REQUIREMENTS

0 Development has buildings containing 4 or more units and was designed and
constructed for first occupancy on or after March 13, 1991.

If it is an elevator building, all units are “covered units”.

All units in buildings with elevators have features required by the Act.

If it is an non-elevator building, all ground-floor units “covered units”

All ground floor units in buildings without elevators have features required by the
Act.

000 O

NOTE: There is a narrow exception, which provides that a non-elevator building in a
development need not meet all of the Act’s requirements if it is impractical to have an
accessible entrance to the non-elevator building because of hilly terrain or other unusual
characteristics of the site.

1. ACCESSIBLE BUILDING ENTRANCE ON AN ACCESSIBLE ROUTE

0 The accessible route is a continuous, unobstructed path (no stairs) through the
development that connects all buildings containing covered units and all other
amenities.

The accessible route also connects to parking lots, public streets, public sidewalks,
and to public transportation stops.

All slopes are no steeper than 8.33%.

All slopes between 5% and 8.33% have handrails.

Covered units have at least one entrance on an accessible route.

There are sufficient curb cuts for a person using a wheelchair to reach every building
in the development.

COMMON AND PUBLIC USE AREAS

At least two percent of all parking spaces are designated as handicapped parking.

At least, one parking space at each common and public use amenity is designated as
handicapped parking.

All handicapped parking spaces are properly marked.

All handicapped parking spaces are at least 96” wide with a 60” wide access aisle,
which can be shared between two spaces.

The accessible aisle connects to a curb ramp and the accessible route.

The rental or sales office is readily accessible and usable by persons with disabilities.




FAIR HOUSING ACT ACCESSIBILITY CHECKLIST ANNEXF

0 All mailboxes, swimming pools, tennis courts, clubhouses, rest rooms, showers,
laundry facilities, trash facilities, drinking fountains, public telephones, and other
common and public use amenities offered by the development are readily accessible
and usable by persons with disabilities.

3. USABLE DOORS

0 All doors into and through covered units and common use facilities provide a clear
opening of at least 32” nominal width.

a All doors leading into common use facilities have lever door handles that do not
require grasping and twisting.

0 Thresholds at doors to common use facilities are no greater than %2”.

0  All primary entrance doors to covered units have lever door handles that not require
grasping and twisting.

0 Thresholds at primary entrance doors to covered units are no greater than %" and
beveled.

4. ACCESSIBLE ROUTE INTO AND THROUGH THE COVERED UNIT

0 All routes through the covered units are no less than 36” wide.

5. ACCESSIBLE ENVIRONMENTAL CONTROLS

0 All light switches, electrical outlets, thermostats, and other environmental controls
must be no less than 15” and no greater than 48” from the floor.

6. REINFORCED BATHROOM WALLS FOR GRAB BARS

0 Reinforcements are built into the bathroom walls surrounding toilets, showers, and
bathtubs for the future installation of grab bars.

7. USABLE KITCHEN AND BATHROOMS

0 Atleast 30” x 48" of clear floor space at each kitchen fixture and appliance.

0 Atleast 40” between opposing cabinets and appliances.

0 At least a 60" diameter turning circle in U-shaped kitchens unless the cook top or
sink at the end of the U-shaped kitchen has removable cabinets beneath for knee
space.

0 In bathroom, at least 30” x 48” of clear floor space outside the swing of the bathroom
door.

0 Sufficient clear floor space in front of and around sink, toilet, and bathtub for use by
persons using wheelchairs.
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FAIR HOUSING ACT ACCESSIBILITY CHECKLIST ANNEXF

This checklist represents many, but not all, of the accessible and adaptive design and
construction requirements of the Fair Housing Act. This checklist is not a safe harbor
for compliance with the Fair Housing Act. HUD and the Department of Justice
recognize the following standards as safe harbors when used in conjunction with the
Fair Housing Act, regulations, and Fair Housing Act Accessibility Guidelines (i.e.
scoping requirements)

1. HUD's March 6, 1991 Fair Housing Accessibility Guidelines (the Guidelines),

and the June 28, 1994 Supplemental Notice to Fair Housing Accessibility
Guidelines, Questions and Answers about the Guidelines;

2. HUD's Fair Housing Act Accessibility Design Manual;

3. ANSI A117.1-1986, used in conjunction with the Act and HUD's regulations,
and the Guidelines;

4. CABO/ANSI Al 17.1-1992, used in conjunction with the Act, HUD's
regulations, and the Guidelines;

5. ICC/ANSI Al 17.1-1998, used in conjunction with the Act, HUD's regulations,
and the Guidelines;

6. Code Requirements for Housing Accessibility 2000 (CRHA), approved and
published by the International Code Council (ICC), October 2000;

7. International Building Code 2000 (IBC) as amended by the IBC 2001
Supplement to the International Codes.

Failure to comply with all of the accessible and adaptive design and construction
requirements of the Fair Housing Act may result in loss of tax credits pursuant to 26
C.F.R. § 1.42-9. Therefore, you should consult an attorney and/or design professional
to ensure that the construction of the multi-family development complies with the
accessible and adaptive design and construction requirements of the Fair Housing
Act.
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COVERED BUILDINGS

IS THE DEVELOPMENT SUBJECT TO THE ACT?

v" Development has buildings containing 4 or more units and was designed and
constructed for first occupancy on or after March 13, 1991

v" Building contains elevator so all units in building are "covered units"

v All units in buildings with elevators are designed and constructed with
features required by the Act

v Building does not contain elevator so only ground-floor units in building are
"covered units"

v" All ground-floor units in buildings without elevators are designed and
constructed with features required by the Act Development contains "covered
units," so the public and common use facilities must be designed and
constructed with features required by the Act NOTE: Fair Housing Act
Accessibility Guidelines contains a narrow "Site Impracticality Exception"
which provides that a non-elevator building does not have to meet all of the
Act's requirements if it is impractical to have an accessible entrance to the
building because of the natural hilly terrain or other unusual characteristics of
the site.
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FAIR HOUSING ACT CONTACT INFORMATION

Fair Housing Act - General Information U.S. Department of Housing and Urban
Development Bryan Greene Office of Fair Housing & Equal Opportunity Tel: (202)
708-1145 Fax: (202) 708/3527 www.hud.gov

Fair Housing Act - Accessibility Issues

U.S. Department of Housing and Urban Development
Cheryl Kent

Office of Fair Housing and Equal Opportunity

Tel: (202) 708-2333

Fax: (202) 708-1251

Section 202 and Section 811 Program Information

U.S. Department of Housing and Urban Development
Aretha Williams

Grant Policy and Management Division

Tel: (202) 708-2866

U.S. Justice Department - Point of Contact
Diane Houk, Esq.

Civil Rights Division

Housing Section

Tel: (202) 514-4713

Fax: (202) 514-1116
www.usdoj.gov/crt/housing

U.S. Treasury Department - Point of Contact
Jack Malgeri, Esq.

Internal Revenue Service

Office of Chief Counsel

Tel: (202) 622-3040

Fax: (202) 622-4753
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ANNEX G: OWNER'S CERTIFICATION
[THIS FORM MUST BE INCLUDED WITH APPLICATION]

CERTIFICATION

Individually, or as the general partner(s) or officers of the applicant entity, I am familiar
with the provisions of the Tax Reform Act of 1986 and subsequent revisions, with
respect to the Low Income Housing Tax Credit Program and to the best of my
knowledge and belief, the applicant entity has complied, or will comply with all of the
requirements which are prerequisite to issuance of tax credits by the Puerto Rico
Housing Finance Authority. I understand that the Low Income Housing Tax Credit
Program is governed and controlled by rules and regulations issued and to be issued by
the United States Department of the Treasury.

To the best of my knowledge and belief, no information contained in this application or
in the listed attachments is any way false or incorrect; that it is truly descriptive of the
project or property for which Low Income Housing Tax Credits are being applied, and
the proposed construction/rehabilitation will not violate zoning ordinances or deed
restrictions.

I hereby make application to the Puerto Rico Housing Finance Authority for an
allocation of housing tax credits. I agree that the Puerto Rico Housing Finance
Authority or any of its directors, officers, employees, and agents will not be held
responsible or liable for any representations made to the undersigned or its investors
relating to the Low Income Housing Tax Credit Program: therefore, I assume the risk of
all damages, losses, costs, and expenses related thereto and agree to indemnify and save
harmless the Puerto Rico Housing Finance Authority or any of its directors, officers,
employees, and agents against any and all claims, suits, losses, damages, costs, and
expenses of any kind and of any nature that the Puerto Rico Housing Finance Authority
may hereinafter suffer, incur, or pay arising out of its decision concerning the
application for Low Income Housing Tax Credits or the use of the information
concerning the application for Low Income Housing Tax Credits or the use of the
information concerning the Low Income Housing Tax Credit Program. I also agree that
the Puerto Rico Housing Finance Authority has made no representations about the effect
of the tax credit upon my taxes or that of any other person connected with this project.

I understand and agree that my application for a low income housing credit, all
attachments thereto, and all correspondence relating to my application in particular or
the credit in general are subject to a request for disclosure under the Constitution and
Laws of the Commonwealth of Puerto Rico and I expressly consent to such disclosure.

I hereby represent and certify to the Puerto Rico Housing Finance Authority that the
owner, developer or applicant and their shareholders, directors, officers, and partners,
as applicable, are in compliance with Section 42 requirements and that there are no
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outstanding findings of noncompliance with the Agency’s Office of Audit and
Compliance as of the date of this application in any other project that received tax credit
and in which they have an interest.

I further understand and agree that any and all correspondence to me (us) by the Puerto
Rico Housing Finance Authority or other Puerto Rico Housing Finance Authority
generated documents relating to my application are subject to a request for disclosure
under the Constitution and Laws of the Commonwealth of Puerto Rico. I expressly
consent to such disclosure. I agree to hold harmless the Puerto Rico Housing Finance
Authority and the directors, officers, employees, and agents of the Puerto Rico Housing
Finance Authority against all claims, suits, losses, damages, costs, and expenses or any
kind (including, but not limited to, attorney’s fees, litigation and court costs) directly or
indirectly resulting from or arising out of the release of all information pertaining to my
application pursuant to a request under such request. I further waive, with regard to
such application, correspondence or other documents, any applicable rights of
confidentiality that I may have under Section 6103 of the US Internal Revenue Code or
other provisions of federal law.

I also agree that Puerto Rico Housing Finance Authority may request additional
information in order to evaluate this application.

I hereby certify that the above information and any attachments in support thereof are
true, accurate, and complete. I understand that any misrepresentations in this
application or supporting documentation may result in a withdrawal of tax credits by
the Puerto Rico Housing Finance Authority, my (and related parties) being barred from
future program participation, and notification to the Internal Revenue Service.

Date:

Name of Applicant

Name of Development Project

Title
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I, the undersigned, a Notary Public in and for the Commonwealth of Puerto Rico, hereby
certify that whose name(s) signed to the foregoing instrument, and who is
known to me, acknowledged before me on this date that, being informed of the contents
of this document, he executed the same voluntarily on the day the same bears date.

Given under my hand and official seal this 200

Notary Public

(SIGNED AND SEALED)
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ANNEX H: ACCOUNTANT'S OPINION LETTER

[THIS FORM MUST BE INCLUDED WITH THE APPLICATION]

[ACCOUNTANT'S LETTERHEAD]

Insert Date

Puerto Rico Housing Finance Authority
P O Box 71361
San Juan, PR 00936-8461

Low Income Housing Tax Credit Program |
Project: |
Owner: |

Gentlemen:

In connection with the application filed with the Authority by (the "Owner") for low income
housing credits made available pursuant to Section 42 of the Internal Revenue Code of 1986, as
amended, for low income units in (insert number of buildings in development) building(s) in
the proposed reference Development, the undersigned, have made the following reviews:

1. Review of the provisions of the Internal Revenue Code of 1986, as amended (Code),
and the regulations promulgated pursuant thereto (Regulations) applicable to low
income housing credits.

2. Review of each computation of credits submitted to you by the owner with respect to
each applicable type of credit for each building of the development.

3. Review, made with the Owner, of the projections, facts and circumstances with
respect to the computations of the amount of each applicable type of credit for each
building in accordance with the applicable provisions of the Code and the
Regulations

Based upon the foregoing reviews, we, the undersigned, are of the opinion that the
computations have been made and calculated in conformity with the applicable provisions of
the Code and Regulations.

Sincerely,

/s/Independent Auditors

City, State

Date
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ANNEXI: Attorney's Opinion Letter

[This Form Must Be Included With Application]

(This Opinion Must be Submitted Under Law Firm's Letterhead - Any changes to the form of
opinion other than filling in blanks or making the appropriate selections in bracketed language
must be accompanied by a black-lined version indicating all additional changes to the opinion.
Altered opinions are subject to acceptance by the Authority and should be approved prior to the
application deadline)

Date:

TO:  Puerto Rico Housing Finance Authority
P.O. Box 71361
San Juan, Puerto Rico 00936-8461

RE:  Low Income Housing Tax Credit Program
Project:
Owner:

Gentlemen:

This undersigned firm represents the above-referenced Owner as its counsel. It has received a
copy of and has reviewed the completed application package (Application) dated __ (of
which this opinion is a part) submitted to you for the purpose of requesting, in connection with
the captioned Development, a reservation of low income housing tax credits (Credits) available
under Section 42 of the Internal Revenue Code of 1986, as amended (Code). It has also reviewed
Section 42 of the Code, the regulations issued pursuant thereto and such other binding authority
as it believes to be applicable to the issuance hereof (the regulations and binding authority
hereinafter collectively referred to as the Regulations).

Based upon the foregoing reviews and upon due investigation of such matters as it deems
necessary in order to render this opinion, but without expressing any opinion as to either the
reasonableness of the estimated or projected figures or the veracity or accuracy of the factual
representations set forth in the Application, the undersigned is of the opinion that:

1. Itis more likely than not that the inclusion in eligible basis of the Development of such
cost items or portions thereof, as set forth in Parts 22, 23 and 24 of the Application,
complies with all applicable requirements of the Code and Regulations.

2. The calculations (a) of the Maximum Allowable Credit available under the Code with
respect to the Development in Part 24 of the Application and (b) of the Estimated
Qualified Basis of each building in the Development in Page 17 of the Application
comply with all applicable requirements of the Code and regulations, including the
selection of credit type implicit in such calculations.

3. The appropriate type(s) of allocation(s) have been requested in Part 2 of the
Application.



ATTORNEY’S OPINION LETTER, continued ANNEX1

4. The information set forth in Part 20 of the Application as to proposed rents satisfies all
applicable requirements of the Code and Regulations.

5. Thesite of the captioned Development is controlled by the Owner, as identified in Part
15 of the Application, for a period of not less than four (4) months beyond the
application deadline.

6. [Delete if inapplicable] The type of the nonprofit organization involved in the
Development is an organization described in Code Section 501 (c)(3) or 501 (c)(4) and
exempt from taxation under Code Section 501(a), whose purposes include the
fostering of low-income housing.

7. [Delete if inapplicable] The nonprofit organization’s ownership interest in the
Development is all the general partnership interests of the ownership entity of the
Development as described in Part 34 of the Application.

8. [Delete if inapplicable] It is more likely than not that the representations made under
Part 22 of the Application as to the Development’s compliance with or exception to the
Code’s minimum expenditure requirements for rehabilitation projects are correct.

9. [Delete if inapplicable] After reasonable investigation, the undersigned has no reason
to believe that the representations made under Part 27 of the Application as to the
Development’s compliance with or eligibility for exception to the ten year look-back-
rule requirement of Code §42(d)(2)(B) are not correct.

Finally, the undersigned is of the opinion that, if all information and representations
contained in the Application and all current law were to remain unchanged, upon the placement
in service of each building of the Development during this calendar year 20XX and/or, if the
Owner intends to request all or any portion of its final allocation pursuant to Section 42(h)(1)(E) of
the Code, upon compliance by the Owner with the requirements of such section, the Owner
would be eligible under the applicable provisions of the Code and the Regulations to an allocation
of Credits in the amount(s) requested in the Application.

This opinion is rendered solely for the purpose of inducing the Puerto Rico Housing
Finance Authority (PRHFA) to issue a reservation of Credits to the Owner. Accordingly, it may
be relied upon only by PRHFA and may not be relied upon by any other party for any other
purpose.

Firm Name

Its:

(Title)
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ANNEXJ: Designer's Preliminary Certirfication

[This Form Must Be Included With Application]

[This Opinion Must Be Submitted Under Designer Firm's Letterhead]

Date:

TO:  Puerto Rico Housing Finance Authority
P.O. Box 71361
San Juan, Puerto Rico 00936-8461

RE: Low Income Housing Tax Credit Program
Project Name:
Owner:

Gentlemen:

The undersigned, an architect/engineer duly licensed and registered in Puerto Rico, will
provide full design services, including without limitation, preparing for [project’s owner], plans
and specifications, in connection with the proposed construction/rehabilitation of a (insert
number of units in proposed development) units project on certain real property known as
[project’s name] (the Premises).

The undersigned hereby certifies that:

1 The plans and specifications will be in compliance with the requirements of all
municipal, local, state, and federal government authorities having jurisdiction there
over.

2. The condition of the Premises and the Project, after completion of the

construction/rehabilitation in accordance with Plans and Specifications, will be in
compliance with:
a. all government and municipal authorities having jurisdiction there over;
b. all applicable zoning, building, fire and other federal, state, local laws, ordinances,
rules, regulations, restrictions;
c. other requirements, including without limitations:
i. the Fair Housing Act & Design Manual
ii. HUD Section 504
iii. the American with Disabilities Act;
iv. ADA Accessibility Guidelines (ADAAG)
v. Uniform Federal Accessibility Standards (UFAS)
vi. Housing Quality Standards (HQS)
vii. Energy Conservation Code issued International Code Council (Only New
Construction)
viii. Lead-based Paint Standard (Only for buildings were built prior 1978)
ix. Life Safety Code (LSF)




®

Live Safety Codes
xi. Reglamento Conjunto de Permisos para Obras de Construccion y Usos de
Terrenos :
xii. International Building Code (IBC 2009)
xiii. Uniform Plumbing Code
xiv. Uniform Mechanical Code
xv. National Electric Code
xvi. Other local construction codes
xvii. Other local and/or state access codes; and
xviii. Standards of professional practice.

Respectfully,

Firm Name

(SEAL)

(Title)
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ANNEXK: DECLARATION OF LAND USE RESTRICTIVE
COVENANTS FOR LOW INCOME HOUSING
CREDITS

DECLARATION OF LAND USE RESTRICTIVE COVENANTS
FOR LOW-INCOME HOUSING TAX CREDITS

THIS DECLARATION OF LAND USE RESTRICTIVE COVENANTS FOR LOW-
INCOME HOUSING TAX CREDITS (this “Agreement”), datedasof [ ] ,by [ ],
a [limited partnership or limited liability company] organized and existing under the laws of
the State of _[ ] , and its successors and assigns (the “Owner”) is given as conditions
precedent to the allocation of low-income housing tax credits by Puerto Rico Housing
Finance Authority, a public corporation subsidiary of the Government Development
Bank, and an instrumentality of the Commonwealth of Puerto Rico (together with any
successor its rights, duties and obligations, the “Authority”).

WITNESSETH

WHEREAS, the Authority has been designated by the Governor of the Commonwealth
of Puerto Rico as the housing tax credit agency for the Commonwealth of Puerto Rico
for the allocation of low-income housing tax credit dollars pursuant to Section 42 of the
Internal Revenue Code of 1986, as amended (the “Code”);

WHEREAS, the Owner holds or will hold [fee simple title or leasehold fitle] to the real
property located in the Municipality of _[ ] , of the Commonwealth of Puerto Rico, as
more fully described in Exhibit A attached hereto and made a part hereto (the “Land”),
known as or to be known as [name of the project] (the “Project”);

WHEREAS, Owner has applied to the Authority for an allocation of low-income housing
tax credit dollars (the “Tax Credits”);

WHEREAS, the Owner has represented to the Authority in Owner’s application that it
will impose additional rent restrictions or will covenant to maintain the rent and income
restrictions under Section 42 of the Code for a period of time of [15 years plus the number
of additional years beyond the original compliance period] years;

WHEREAS, the Code has required as a condition precedent to the allocation of the Tax
Credit that the Owner execute, deliver and record in the appropriate Registry of the
Property the deed covering this Agreement in order to create certain covenants running
with the land for the purpose of enforcing the requirements of Section 42 of the Code by
regulating and restricting the use, occupancy and transfer of the Project as set forth
herein; and
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WHEREAS, the Owner, under this Agreement, intends, declares and covenants that the
regulatory and restrictive covenants set forth herein governing the use, occupancy and
transfer of the Project will be and are covenants running with the Land for the term
stated herein and binding upon all subsequent owners of the Project for such term, and
are not merely personal covenants of the Owner;

NOW, THEREFORE, in consideration of the promises and covenants hereinafter set
forth, and of other valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, the Owner agrees as follows:

SECTION 1 - DEFINITIONS

All words and phrases defined in Section 42 of the Code and all applicable rules,
rulings, policies, procedures, regulations or other official statements promulgated or
proposed by the United States Department of the Treasury, or the Internal Revenue
Service, or the Department of Housing and Urban Development from time to time
pertaining to Owner’s obligations under Section 42 of the Code and affecting the Project
(the “Regulations”) will have the same meanings in this Agreement.

SECTION 2 - FILING AND RECORDING; COVENANTS TO RUN WITH THE
LAND

a) Upon execution and delivery by the Owner, the Owner will cause this
Agreement and all amendments hereto to be filed and recorded in the appropriate
Registry of Property, and will pay all fees and charges incurred in connection therewith.
Upon filing, the Owner will immediately transmit to the Authority a certified copy of
the filed deed showing the date, volume and page numbers of record. The owner agrees
that the Authority will not issue the Internal Revenue Service Form 8609 constituting
final allocation of the Tax Credit unless and until the Authority has received the filed
certified copy of the deed containing the land use in this Agreement.

b) The Owner intends, declares, and covenants, on behalf of itself and all future
owners and operators of the Project during the term of this Agreement, that this
Agreement and the covenants and restrictions set forth in this Agreement regulating and
restricting the use, occupancy and transfer of the Land and the Project (i) will be and are
covenants running with the Land, encumbering the Project for the term of this
Agreement, binding upon the Owner’s successors in title and all subsequent owners and
operators of the Project, (ii) are not merely personal covenants of the Owner, and (iii)
will bind the Owner (and the benefits will inure to the Authority and any past, present
or prospective tenant of the Project) and its respective successors and assigns during the
term of this Agreement.

The Owner hereby agrees that any and all requirements of the laws of the
Commonwealth of Puerto Rico to be satisfied in order for the provisions of this
Agreement to constitute deed restrictions and covenants running with the land will be
deemed to be satisfied in full, and that any requirements of privileges of estate are
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intended to be satisfied. For the longer of the period this Tax Credit is claimed or the
term of this Agreement, each and every contract, deed or other instrument hereafter
executed conveying the Project or portion thereof will expressly provide that such
conveyance is subject to this Agreement, provided, however, the covenants contained
herein will survive and be effective regardless of whether such contract, deed or other
instrument hereafter executed conveying the Project or portion thereof provides that
such conveyance is subject to this Agreement.

c) The Owner covenants to obtain the consent of any prior recorded lienholder
on the Project to this Agreement and such consent will be a condition precedent to the
issuance of Internal Revenue Service Form 8609 constituting final allocation of the Tax
Credit.

SECTION 3 - REPRESENTATIONS, COVENANTS AND WARRANTIES OF
THE OWNER

The Owner hereby represents covenants and warrants as follows:

(a)  The Owner (i) is a [limited partnership or limited liability company] duly
organized and existing under the laws of the State of [ ] , and is qualified to transact
business under the laws of the Commonwealth of Puerto Rico, (ii) has the power and
authority to own its properties and assets and to carry on its business as now being
conducted, and (iii) has the full legal right, power and authority to execute and deliver

this Agreement.

(b)  The execution and performance of this Agreement by the Owner (i) will
not violate or, as applicable, have not violated any provision of law, rule or regulation,
or any order of any court or other agency or governmental body, and (ii) will not violate
or, as applicable, have not violated any provision of any indenture, agreement,
mortgage, mortgage note, or other instrument to which the Owner is a party or by which
it or the Project is bound, and (iii) will not result in the creation or imposition of any
prohibited encumbrance of any nature.

(c) The Owner will, at the time of execution and delivery of this Agreement,
have good and marketable title to the Land constituting the Project free and clear on any
lien or encumbrance (subject of encumbrances created pursuant to this Agreement, any
Loan Documents relating to the Project or other permitted encumbrances).

(d)  There is no action, suit or proceeding at law or in equity or by or before
any governmental instrumentality or other agency now pending, or, to the knowledge of
the owner, threatened against or affecting it, or any of its properties or rights, which, if
adversely determined, would materially impair its right to carry on business
substantially as now conducted (and as now contemplated by this Agreement) or would
materially adversely affect its financial condition.
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(e) The Project constitutes or will constitute a qualified low-income building
or qualified low-income project, as applicable, as defined in Section 42 of the Code and
the Regulations.

(H) Each unit in the Project contains complete facilities for living, sleeping,
eating, cooking and sanitation (unless the Project qualifies as a single-room occupancy
project or transitional housing for the homeless), which are to be used on other than a
transient basis.

(g)  During the term of this Agreement, all units subject to the Tax Credit will
be leased and rented, or made available to members of the general public who qualify as
Low-Income Tenants (or otherwise qualify for occupancy of the low-income units)
under the applicable election specified in Section 42(g) of the Code.

(h) The Owner agrees to comply fully with the requirements of the Fair
Housing Act as it may from time to time be amended.

(1) During the term of this Agreement, the Owner covenants, agrees and
warrants that each low-income unit is and will remain suitable for occupancy.

() Subject to the requirements of Section 42 of the Code and this Agreement,
the Owner may sell, transfer or exchange the entire Project at any time, but the Owner
will notify in writing and obtain the agreement in writing of any buyer or successor or
other person acquiring the Project or any interest therein that such acquisition is subject
to the requirements of this Agreement and to the requirements of Section 42 of the Code
and the Regulations. This provision will not act to waive any other restriction on sale,
transfer or exchange of the Project or any low-income portion of the Project. The Owner
agrees that the Authority may void any sale, transfer or exchange of the Project if the
buyer or successor or other person fails to assume in writing the requirements of this
Agreement and the requirements of Section 42 of the Code.

(k)  The Owner agrees to notify the Authority in writing of any sale, transfer
or exchange of the entire Project or any low-income portion of the Project.

) The Owner will not demolish any part of the Project or substantially
subtract from any real or personal property of the Project or permit the use of any
residential rental unit for any purpose other than rental housing during the term of this
Agreement unless required by law.

(m)  The Owner represents, warrants and agrees that if the Project, or any part
thereof, will be damaged or destroyed or will be condemned or acquired for public use,
the Owner will use its best efforts to repair and restore the Project to substantially the
same condition as existed prior to the event causing such damage or destruction, or to
relieve the condemnation, and thereafter to operate the Project in accordance with the
terms of this Agreement.
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(n)  The Owner warrants that it has not and will not execute any other
agreement with provisions contradictory to, or in opposition to, the provisions hereof,
and that in any event, the requirements of this Agreement are paramount and
controlling as to the rights and obligations herein set forth and supersede any other
requirements in conflict herewith.

(0) The Owner agrees that it will not refuse to lease any low-income unit in
the Project to a holder of a voucher or certificate of eligibility under Section 8 of the
United States Housing Act of 1937, as amended, because of the status of the prospective
tenant as such a holder.

SECTION4-  INCOME RESTRICTION; RENTAL RESTRICTIONS

The Owner represents, warrants and covenants throughout the term of this
Agreement and in order to satisfy the requirements of Section 42 of the Code (“Section
42 Occupancy Restrictions”) that:

(a) 1[]  Atleast 20% or more of the residential units in the Project are both
rent-restricted and occupied by individuals whose income is 50% or less of area median
income; or

2 [] At least 40% or more of the residential units in the Project are both
rent-restricted and occupied by individuals whose income is 60% or less of area median
income.

(b) The determination of whether a tenant meets the low-income
requirement will be made by the Owner at least annually on the basis of the current
income of such Low-Income Tenant.

(c)  The applicable fraction (as defined in Section 42(c)(1)(B) of the Code for
each taxable year during the term of this Agreement will be notlessthan [ ] %.

(d) Throughout the term of this Agreement the low-income units will rent for
at least [ ] % lower than the maximum gross rent allowed under Section 42 of the
Code.

SECTION 5 - TERM OF THE AGREEMENT

(a) Except as hereinafter provided, this Agreement herein will commence
with on first day in the Project period on which any building which is part of the Project
is placed in service and will end on the date whichis [ ] vyears after the close of the
compliance period (the “Extended Use Period”).

(b)  Notwithstanding subsection (a) above, the Owner will comply with the
requirements of Section 42 of the Code relating to the Extended Use Period; provided,
however, the Extended Use Period for any building which is part of this Project will
terminate on the date the building is acquired by foreclosure or instrument in lieu of
foreclosure unless the Secretary of the United States Treasury Department determines
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that such acquisition is part of an arrangement with Owner a purpose of which is to
terminate such period.

(c) Notwithstanding subsection (b) above, the Owner will not evict or
terminate the tenancy (other than for good cause) of an existing tenant of any low-
income unit and will not increase the gross rent above the maximum allowed under the
Code with respect to such low-income unit for the entire term of the Extended Use
Period, regardless of whether such Extended Use Period is terminated by foreclosure or
instrument in lieu of foreclosure relating to such building (such restrictions collectively
referred to as the “Vacancy Controls”).

SECTION 6 - ENFORCEMENT OF THE OCCUPANCY RESTRICTIONS

(a) The Owner will permit, during normal business hours and upon
reasonable notice, any duly authorized representative of the Authority, to inspect any
books and records of the Owner regarding the Project with respect to the incomes of
Low-Income Tenants which pertain to compliance with the Section 42 Occupancy
Restrictions and the Vacancy Controls specified in this Agreement.

(b) The Owner will submit any other information, documents or
certifications requested by the Authority, which the Authority will deem reasonably
necessary to substantiate the Owner’s continuing compliance with the provisions of the
Occupancy Restrictions and the Vacancy Controls specified in this Agreement.

SECTION 7 - ENFORCEMENT OF SECTION 42 OF THE CODE OCCUPANCY
RESTRICTIONS

(a) The Owner covenants that it will not knowingly take or permit any action
that would result in a violation of the requirements of Section 42 of the Code and the
Regulations. Moreover, Owner covenants to take any lawful action (including
amendment of this Agreement as may be necessary, in the opinion of the Authority) to
comply fully with the Code and with the Regulations.

(b) The Owner acknowledges that the primary purpose for requiring compliance
by the Owner with the restrictions provided in this Agreement is to assure compliance
of the Project and the Owner with Section 42 of the Code and Regulations, AND BY
REASON THEREOF, THE OWNER IN CONSIDERATION FOR RECEIVING LOW-
INCOME HOUSING TAX CREDITS FOR THIS PROJECT HEREBY AGREES AND
CONSENTS THAT THE AUTHORITY AND ANY INDIVIDUAL WHO MEETS THE
INCOME LIMITATION APPLICABLE UNDER SECTION 42 OF THE CODE
(WHETHER PROSPECTIVE, PRESENT OR FORMER OCCUPANT) WILL BE
ENTITLED, FOR ANY BREACH OF THE PROVISIONS HEREOF, AND IN ADDITION
TO ALL OTHER REMEDIES PROVIDED BY LAW OR IN EQUITY, TO ENFORCE
SPECIFIC PERFORMANCE BY THE OWNER OF ITS OBLIGATIONS UNDER THIS
AGREEMENT IN A COURT OF COMPETENT JURISDICTION. The Owner hereby
further specifically acknowledges that the beneficiaries of the Owner’s obligations
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hereunder cannot be adequately compensated by monetary damages in the event of any
default hereunder.

(c) The Owner hereby agrees that the representations and covenants set forth
herein may be relied upon by the Authority and all persons interested in Project
compliance under Section 42 of the Code and Regulations.

(d) The Owner agrees that if at any point following execution of this Agreement,
Section 42 of the Code or the Regulations require the Authority to monitor the Section 42
Occupancy Restrictions, or, alternatively, the Authority chooses to monitor Section 42
Occupancy Restrictions or the Occupancy Restrictions, the Owner will take any and all
actions reasonably necessary and required by the Authority to substantiate the Owner’s
compliance with the Section 42 Occupancy Restrictions or Occupancy Restrictions and
will pay the fee established by the Authority in its Allocation Plan for such monitoring
activities performed by the Authority.

SECTION 8 - MISCELLANEOUS

(a) Severability. The invalidity of any clause, part or provision of this
Agreement will not affect the validity of the remaining portion thereof.

(b) Notices. All notices to be given pursuant to this Agreement will be in writing
and will be deemed given when mailed by certified or registered mail, return receipt
requested, to the parties hereto at the addresses set forth below, or to such other place as
a party may from time to time designate in writing.

To the Authority Puerto Rico Housing Finance Authority
P O Box 71361
San Juan, PR 00936-8461

ATTENTION: Low-income Housing
Tax Credit Program

To the Owner: [ 1
ATTENTION: [ 1]

The Authority, and the Owner, may, by notice given hereunder, designate any
further or different addresses to which subsequent notices, certificates or other
communications will be sent.

(c) Amendment. The Owner agrees that it will take all actions necessary to effect
amendment of this Agreement as may be necessary to comply with the Code and the
Regulations.

(d) Subordination of Agreement. This Agreement and the restrictions hereunder
are subordinate to the loan and loan documents, if any, on the Project except for the
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Vacancy Controls specified herein and insofar Section 42 of the Code and the
Regulations require otherwise.

(e) Governing Law. This Agreement will be governed by the laws of the
Commonwealth of Puerto Rico and, where applicable, the laws of the United States of
America.

(f) Survival of Obligation. The obligations of the Owner as set forth herein and
in the Application will survive the allocation of the Tax Credit and will not be deemed to
terminate or merge with the awarding of the allocation.

IN WITNESS WHEREOF, the Owner has caused this Agreement to be signed by its duly
authorized representatives, as of the day and year first written above.

[ |

BY: [ ] ,[General Partner or Managing Member]

BY:

L]
[Title ]

PUERTO RICO HOUSING FINANCE AUTHORITY

BY:

SUE

Executive Director
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ANNEX L: INDEPENDENT AUDITOR’S REPORT
10?/0 PERCENT TEST CERTIFICATION

(To be submitted on Auditor Firm's letterhead)
Date:
To: PUERTO RICO HOUSING FINANCE AUTHORITY
P.O. Box 71361
San Juan, PR 00936-8461

and

Owner:
Address

Owner Tax ID:

Re:  Project:
Application Number

We have audited the accompanying Certification of Costs Incurred (“Exhibit A”) of the Owner for
(The Project") as of 20__. Exhibit A is the responsibility of the Owner and the Owner’s
management. Our responsibility is to express an opinion on Exhibit A based on our examination.

We conducted our audit in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether Exhibit A is free of material misstatements. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in Exhibit A. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as
evaluating the overall presentation of Exhibit A. We believe that our audit provides a reasonable
basis for our opinion.

The accompanying Exhibit A was prepared in conformity with the accounting practices prescribed
by the Internal Revenue Service under the accrual method of accounting and by the Puerto Rico
Housing Finance Authority (PRHFA), which is a comprehensive basis of accounting other than
generally accepted accounting principles.

In our opinion, Exhibit A referred to above presents fairly, in all material respects, costs incurred
for the Project as of ,20__, on the basis of accounting described above.

In addition to auditing Exhibit A, we have, at your request, performed certain agreed-upon
procedures, as enumerated below, with respect to the Project. These procedures, which were
agreed to by the Owner and PRHFA, were performed to assist you in determining whether the
Project met the 10% test in accordance with Internal Revenue Code Section 42(h)(1)(E) and
Treasury Regulation Section 1.42-6. These agreed-upon procedures were performed in accordance
with standards established by the American Institute of Certified Public Accountants. The
sufficiency of these procedures is solely responsibility of the specified users of the report.
Consequently, we make no representations regarding the sufficiency of the procedures below
either for the purpose for which this report has been requested or for any other purpose.



Independent Auditors” Report ANNEXL
Page 2 of 4

We performed the following procedures:

1.

We calculated, based on estimates of total development costs provided by the Owner, the
Project’s total reasonably expected basis, as defined in Treasury Regulation Section 1.42-6, to be
$ asof 20 .

We calculated the reasonably expected basis incurred by the Owner as of ,20__ to be

$ -

We calculated the percentage of the development fee incurred by the Owner as of 200
to be % _ of the total development fee.

We compared the reasonably expected basis incurred as of ,20___ to the total reasonably
expected basis of the Project and calculated that % had been incurred as of , 20

We determined that Owner uses the accrual method of accounting, and has not included any
construction costs in carryover allocation basis that have not been properly accrued.

Based on the amount of total reasonably expected basis listed above, for the Owner to meet the
10% test in accordance with Intermal Revenue Code Section 42(h)(1)(E) and Treasury
Regulation Section 1.42-6, we calculated that the Project needed to incur at least _$ of costs
prior to December 31, 20 . As of 20___ costs of at least _$ had been incurred, which is
approximately % _of the total reasonably expected basis of the Project.

We were not engaged to, and did not perform an audit of the Owner’s financial statements or of
the Project’s total reasonably expected basis. Accordingly, we do not express such an opinion.
Had we performed additional procedures, other matters might have come to our attention that
would have been reported to you.

This report is intended solely for the information and use of the Owner and the Owner’s
management and for filing with PRHFA and should not be used by those who have not agreed to
the procedures and taken responsibility for the sufficiency of the procedures for their purposes.

/s/Independent Auditors

City, State

Date
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EXHIBIT A TO INDEPENDENT AUDITOR’S REPORT FOR CARRYOVER ALLOCATION
ITEMIZED EXPENDITURES AS OF

TOTAL PROJECT PROJECT’S ELIGIBLE EXPENDITURES
COSTS EXPECTED BASIS MGESL el
EXPENDITURE EXPECTED BASIS
LAND AND BUILDING*
Land Costs $ $ $ %
Existing Structures $ $ $ %
On-site Work 5 $ $ %
Off-site Work $
Impact Fees $ $ $ %
Other** $ $ $ %
TOTAL $ $ $ %o
REHABILITATION OR CONSTRUCTION COSTS
New Building S $ $ %
Rehabilitation $ $ $ %
Accessory Buildings $ $ $ %
Contractor Overhead $ $ $ %
Contractor Profit $ $ $ %
General Requirements $ $ $ %
Construction Contingency $ $ $ %
Other $ $ $ %
TOTAL $ $ $ %
PROFESSIONAL FEES
Architect - Design $ $ $ %
Architect ~ Supervision $ $ $ %
Engineer/Surveyor $ $ $ %
Construction Manager $ $ $ =%
Other $ $ $ s 25
TOTAL $ $ $ %
CONSTRUCTION PERIOD COSTS
Insurance $ 5 $ %
Title Insurance-Constr. Loan $ 5 $ %
Construction Loan Interest $ $ $ %
Title & Recording $ $ $ %
Constr. Loan Origination Fee $ $ $ %
Legal Fees-Construction Loan $ $ $ %
Taxes and Fees $ $ $ %
Other $ $ $ %
TOTAL $ $ $ %

PERMANENT FINANCING
Perm. Loan Origination Fee $
Perm. Loan Title and Recording $
Perm. Loan Title Insurance $

$
$
$

Legal Fees-Perm. Loan
Credit Enhancement

TOTAL
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TOTAL PROJECT PROJECT’S %f;g;? kXL ﬁg’;:g%“s
GRS ESSRCIED B AS1S EXPENDITURE EXPECTED BASIS
SOFT COSTS
Market Study $
Environmental Study $ s $ %
Appraisal $
Tax Credit Fees $
Cost Certification $ $ $ %
Accounting $ $ $ %
Other $ $ $ %
TOTAL % $ $ %
SYNDICATION COSTS**
Organization $
Tax Opinion $
Other $
TOTAL §%
DEVELOPER FEES *#**
Developer Overhead $ $ $ %
Developer Profit $ $ $ %
Consultant $ $ $ %
Real Estate Attorney $ $ $ %
Other $ $ $ %
TOTAL $ $ 5 %
PROJECT RESERVES
Rent-Up Reserve $
Operating Reserve 5
Escrow Reserves $
Other Reserves $
TOTAL $
TOTAL DEVELOPMENT COSTS**** § $ $ %

FEES PAID TO RELATED ENTITIES***

Related Entity $ $ $ %

Related Entity $ 5 $ $ %

Related Entity $ $ $ % |
TOTAL $ $ $ % |

*  Legal fees and interest expense related to the land must be broken out and entered in this category.
**  All Syndication costs must be separated from other project costs and included on this line.

*% If any portion of the developer fee is deferred, supporting documentation must be submitted (e.g. promissory
note).

=% All fees, including the developer fees, which are paid to the developer or to any entity with an identity of
interest with the developer, must be clearly identified in the section, entitled Fees Paid to Related Entities.
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ANNEX M: FINAL COST CERTIFICATION

Independent Auditor’s Report
(Must be submitted with Final Cost Certification)
(To be submitted under Accounting’s Firm Letterhead)

Date:

To:  Puerto Rico Housing Finance Authority
P.O. Box 71361
San Juan, PR 00936-8461

Re: Name of Project
Address of Project
Project Owner
Project Building Identification Number (BIN)

We have audited the costs included in the accompanying Puerto Rico Housing Finance Authority
(PRHFA) Final Cost Certification of insert Owner's name (the “Owner”) for (insert Project's
Name) (Project) as of , 20___. The Final Cost Certification is responsibility of the Owner and
the Owner’s management. Our responsibility is to express an opinion on the Final Cost
Certification based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the Final Cost Certification is free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the Final Cost Certification.
An audit includes assessing the accounting principles used and significant estimates made my
management, as well as evaluating the overall Final Cost Certification presentation. We believe
that our audit provides a reasonable basis for our opinion.

The accompanying Final Cost Certification was prepared in conformity with the accounting
practices prescribed by the Internal Revenue Service, under the accrual method of accounting, and
in conformity with the format and qualified allocation plan rules set by PRHFA, which is a
comprehensive basis of accounting other than generally accepted accounting principles.

In our opinion the Final Cost Certification presents fairly, in all material respects, the actual costs
of $ and eligible basis of _$ of the Owner for the Project as of ,20___, on the basis of

accounting described above.

This report is intended solely for the information and use of Project Owner and Owner’s
management and for filing with PRHFA and should not be used for any other purpose.

We have no financial interest in the Project other than in the practice of our profession.

/s/Independent Auditors

City, State

Date
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INDEPENDENT AUDITOR’S REPORT
FINAL COST CERTIFICATION

SCHEDULE A: ITEMIZED COSTS & ELIGIBLE BASIS

ANNEX M

ITEMIZED COSTS

Final Costs

Eligible Basis by Credit Type

LAND AND BUILDING *

4% Credit

9% Credit

Land Costs
Existing Structures
Acquisition Fees
Other:

1
2
3
4
5

TOTAL

- R AR oo R

&R || (eA

B2l R ARk

SITE WORK

6

On-site Work
Off-site Work
Other:

7
8
9

TOTAL

o | R &R | A

R A | (5

E=23 ECaE <Y

REHABILITATION OR CONSTRUCTION COSTS

10
11
12
13
14
15
16
17
18

New Building
Rehabilitation

Accessory Buildings
Contractor Overhead
Contractor Profit

General Requirements
Construction Contingency
Fees

Other:

19

TOTAL

oo R AR s AR R AR R Rl R A RS s

&R (LR |40 LR | R | aR |7 | & |ep

W R E S e

PROFESSIONAL FEES

20
21
22
23
24
25

Design

Supervision
Engineer /Surveyor
Real Estate Attorney
Consultant Fees
Other:

26

TOTAL

| ER R | &R (LR | &R [P

SRR | A | | e

2 EaE R AR R AR

INTERIM COSTS

27
28
29
30
a1
32
33

Insurance

Bond Premium
Construction Loan Interest
Loan Origination Fee
Taxes and Fees

Title and Recording

Other:

34

TOTAL

|0 |t8 |0 |2 |6 | oP 1P

R || r R || |eR

R 2 R IR A AR IR R '!FF@

| PERMANENT FINANCING
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ITEMIZED COSTS Final Costs Eligible Basis by Credit Type

35 Bond Premium $ $ 5

36 Credit Report $ $ $

37 Loan Origination Fee $ $ 5

38 Legal Fees $ $ 5

39 Title and Recording $ $ $

40 Other: S $ $

41 TOTAL $ $ 5

SOFT COSTS

42 Market Study $ $ $

43 Environmental Study $ $ $

44 Appraisal $ 5 $

45 Tax Credit Fees $ $ $

46 Cost Certification $ $ $

47 RentUp $ $ $

48 Other: $ $ 5

49 TOTAL $ $ $

SYNDICATION COSTS **

50 Organizational $ $ 5

51 Tax Opinion and Title Policy $ $ 5

52 Other: $ $ S

53 TOTAL $ $ 5
DEVELOPER FEES 1

54 Developer Fees $ $ 5

55 Consultant $ $ S

56 Other: $ $ S

57 TOTAL $ $ S

PROJECT RESERVES

58 Rent Up i 5 S

59 Operating Reserve $ $ $ |

60 Other: $ 5 $

61 TOTAL $ $ S

OTHERS

62 Working Capital $ 5 $

63 Bridge Loan $ $ $

64 Other: $ $ $

65 TOTAL $ 5 S
[ 66 [TOTAL DEVELOPMENT COSTS | $ B 5 |

*  Legal fees and interest expense related to the land must be broken out and entered in this category.

All Syndication costs must be separated from other project costs and included on this line.

wk




FINAL COST CERTIFICATION

SCHEDULE B: QUALIFIED BASIS TEST

1. Total Development Costs (Line 66 from Schedule A):
Less Costs Ineligible for Tax Credit Basis (from Schedule A):

Land (Line 5) $
Market Study (Line 42) $
Permanent Financing Fees (Line 41) S
Syndication Costs (Line 53) 5
Project Reserves (Line 61) $
Other: $
Other: $

2. Eligible Basis

Total Number of Units
Total Number of Low Income Units

3. Applicable Fraction ***
4. Qualified Basis (Applicable Fraction x Eligible Basis)
Difficult to Develop Area Adjustment, if applicable

5. Total Eligible Basis
(Qualified Basis x 130%)

Tax Credit Rate (as stated in Carryover Allocation Agreement)

6. Annual Tax Credit - Qualified Basis Test
(Total Eligible Basis x Tax Credit Rate)

*** Use the smaller of the unit fraction (LI units/residential units) or
the floor space fraction (LI unit floor space/residential unit floor space)

"

130 %

ANNEXM
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SCHEDULE C: EQUITY GAP TEST

1. Total Development Costs (Line 66 from Schedule A) $
2. Permanent Financing Sources*
First Mortgage: $
Second Mortgage
Grants
Owner Equity
Other: —
TOTAL S
3. Equity Gap $
(Line 1 less Line 2 Total)
4. Syndication Rate (net cent per credit $)
5. Investor Ownership Percentage
6. 10 year Credit Allocation $
[Line 3/ (Line 4 multiplied by Line 5)]
7. Annual Credit - Equity Gap Test $

(Line 6 divided by 10)

* In general these funding sources should include only permanent financing sources of cash
funding expected to be repaid out of project operations. Do not include deferred fees, such as
deferred developer fees or imputed capital for which cash is not received.
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Schedule D: ANNUAL TAX CREDIT DETERMINATION

A. Tax Credit Allocation $
(From Carryover Allocation Agreement)

B. Annual Tax Credit - Qualified Basis Test $
(Schedule B - Line 6)

C. Annual Tax Credit - Equity Gap Test $
(Schedule C - Line 7)

D. Final Tax Credit Determination ** o)
(the Iowest amount between lines A, B or C)

E. Returned Credits (Line A less Line D) $
(If zero or less, enter 0) |

** The actual allocation may be less than this amount.
|
|



Exhibit A

FINAL COST CERTIFICATION

Schedule E: Qualified Basis on a Building by Building Basis:

ANNEXM

30%PV 70% PV Place in
Address Eligible | Square | Applicable | Qualified Eligible | Square | Applicable | Qualified Service
(must be complete) Basis Feet Fraction Basis Basis Feet Fraction Basis Date

1 $ $ $
2) $ $ $
3) $ $ $
4) $ $ $
5) $ $ $
6) $ $ $
7) 5 $ $
8) $ $ 5
9) $ $ $
10) $ $ $
TOTALS | $ $ $
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ANNEX N: Designer’s Certification of Completion of Construction

[This Form Must Be Included With the Final Cost Certification]
[This Opinion Must Be Submitted Under Designer Firm's Letterhead]

Date:

TO:  Puerto Rico Housing Finance Authority
P.O. Box 71361
San Juan, Puerto Rico 00936-8461

RE:  Low Income Housing Tax Credit Program
Project:
Owner:

Gentlemen:

The undersigned, an architect/engineer duly licensed and registered in Puerto Rico, has provided
full design services, including without limitation, preparing for [project’s owner], final plans and
specifications, pursuant to certain agreement between the undersigned and the owner dated

in connection with the construction/rehabilitation of a (insert number of units in project) units
project on certain real property known as [insert project’s name] (the Premises).

The undersigned hereby certifies that:

1. The plans and specifications comply with and conform in all respects to the requirements of
law, have been duly filed with and have been approved by Regulations & Permits
Administration (ARPE by its Spanish acronym); or the Autonomous Municipality of
(as the case may be).

2. Upon examination of the Premises, the Project, the plans and specifications after
completion of the construction/rehabilitation we have concluded that the construction is in |
compliance with:

a. all government and municipal authorities having jurisdiction there over;
b. all applicable zoning, building, fire and other federal, state, local laws, ordinances,
rules, regulations, restrictions;
c. other requirements, including without limitations:
i. the Fair Housing Act,
ii. the American with Disabilities Act;
iii. other local and/or state access codes; and
iv. standards of professional practice

Respectfully,

Firm Name
By: (SEAL)

(Title)
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Introduction

This manual is a reference guide for the administration of the Low-Income Housing Tax Credit
Program (LIHTC). It is intended to answer questions regarding the procedures, rules, and
regulations that govern Housing Credit developments. The manual should be used in
conjunction with, and as a supplement to, Section 42 of the Internal Revenue Code. If a
determination is made that any provision of this manual is in conflict with Section 42 of the
Internal Revenue Code, the Inlernal Revenue Code will govern. This manual has not been
reviewed or approved by the Internal Revenue Service (IRS) and should not be relied upon for
interpretation of federal income tax legislation or regulations.

Included in the manual are a number of forms for your use, The use of some of the forms is
mandatory while the use of other forms is optional. Please pay particular attention to language
within the manual that states which are required forms. If management uses forms other than
those provided, care should be laken to assure that the forms use sufficient information to
meet Tax Credil program requirements.

The Tax Reform Act of 1986 established the LIHTC Program under Section 42 of the Internal
Revenue Code (the "Code").

The LIETIC Program is an incentive for taxpayers to provide housing for lower income tenants
in exchange for a credit against federal income taxes. It is a dollar-for-dollar reduction in tax
Liability to the owner in exchange for the construction or rehabilitation of rental housing units
for lower income households. The amount of credit allocated is directly based on the cost of
the development and on the number of qualified Housing Credit units that meet federal rent
and income targeting requirements.

The Omnibus Budget Reconciliation Act of 1990 amended the Code to require that state tax
credit-allocaling agencies provide a procedure for moniloring developments for compliance
with the occupancy requirements of the tax credit program.

Under Section 42(m)(1)(B)(iii) of the Code, an allocating agency must have a procedure for
monitoring compliance with the provisions of the Code and nolifying the Internal Revenue
Service (IRS) of any noncompliance. The monitoring requirements became effective January 1,
1992, and apply to all buildings that received a tax credit at any time.

On December 15, 2000 both houses passed the credit reform bill which included changes to
Section 42. The effective date of those provisions was January 1, 2001. The bill requires
regular site inspections by the Housing Credit Agencies to monitor compliance with
habitability standards applicable to the project IRS regulations, effeclive January 2001,
mandate site visits at least once every three years.

As the State Credit Agency, Puerto Rico Housing Finance Authority (PRHFA) is responsible
for monitoring the LIHTC projects. The PRHFA has administered the LIHTC Program for the
Commonwealth of Puerto Rico since December 30, 1987. As of September 30, 2013 the PRHFA
menitors the compliance of Section 42 requirements for 177 projects with 15,627 LIHTC units
segregated for low-income families throughout the island.

Note: Virtually every tax credit rule has a variation or exception for specific circumstances. The
following overview by necessity oversimplifies some aspects; otherwise, no averview would
be possible. It is the responsibility of the property owner and management company to be
aware of applicable rules and regulations affecting the property and to ensure compliance with
tax credit regulations and any additional compliance agreements that may be required by
other programs.

Couplinnce Monitoring Plar Revised November 2013 Pagel
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L Program Summariy

A, Minimumn Set-Aside Requirenents

When applying for an allocation of tax credits, the developer must choose one of two
minimum set-aside requirements that must be followed during the compliance period.
Set-asides obligate the property owner to rent a certain percentage of the dwelling unils
to households of a specified income level. Once the developer chooses which of the
Internal Revenue Code set-asides to use, his choice is irrevocable. The minimum set-
asides are as follows:

20/50 - No less than 20 percent or more of the residential units in such developments
are both rent-restricted and occupied by individuals whose income is 50
percent or less of area median gross income, or;

40/60 - No less than 40 percent or more of the residential units in such developments
are both rent-restricted and occupied by individuals whose income is 60
percent or less of area median gross income,

Bach building is considered a separate project under [RC Section 42(g)(3)(D), and the
minimum set-aside applies separately to each building, unless the owner elects to treat
“buildings as'a multiple-building project; in’ which case the minimum set-aside applies
on a project-wide basis. Owner identifies the building(s) in a multiple-building project
by attaching a stalement to the owner’s first-year tax return. See instruction for Form
8609, line 8b for details.

Management Company or manager should confirm the set-aside that was established
by the building owner at the time the set-aside option was made (the election is made
on Form 8609 for the fzst yearof-the credit period), to ensure continued compliance.
Once selected, the option cannot be changed. Note that this is only the minimum set-
aside income and rent election. For example, for 20/50 minimum set-aside, if building
applicable fraction is 100%, all tax credit units must have an income and rent restriction
of 50% AMGL

To earn more ranking points in the competitive process of applying for tax credits,
owners may select additional setzasides that are more stringent than the 40/60 and
20/50 set-asides. 1f chosen, these optional set-asides will be described in the project’s
Agreement as lo Restrictive Covenants.

If a property is financed using HOME funds which:
« Have not been subtracted from the basis calculation or

* Have an interest rate below the Applicable Federal Rate and the owner receives
tax credits at the 70% present value rate

Compliance Monitorinﬁ Plan
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Then the owner must rent 40% of the units in each building to households whose
income is 50% less of area median income.

There is not a corresponding rent restriction-with this HOME income limit set-aside.
Rent limits are set according to the elected tax credit set-aside and/or any additional
rent restrictions under which the allocation was made.

Nate: Buildings placed in service after July 30, 2008 are not subject to this provision.

1. Deep Rent Skewed Election

In addition to the basic minimum set-aside, a developer can also choose lo follow a
set-aside for “deep rent skewed™ developments. This set-aside provides that, in
addition to the 40/60 or 20/50 set-aside, the owner will also reserve 15 percent or
more of the residential unils as rent-restricted and occupied by individuals whose
income is 40 percent or less of area median gross income. In exchange for making
this election, tenant household incomes can increase to 170% of the limit before they
become over-income tenants.

2, Deadline for Meeting Sel-Asides

- The selected set-aside-must-be-met by-the end.of the first-year-of the credit-period
(the end of the first tax year for which the owner chooses to claim tax credits). In the
event that noncompliance results in the failure to meet the minimum set-aside for
the first year of the credit period, the taxpayer is prohibited from ever claiming the
LIHTC; the date of noncompliance is the last day of the taxable year of the first year
of the credit periad.

If the minimum set-aside violation occurs after the first taxable year of the
compliance period, the project is back in compliance for the taxable year in the
compliance period in which the minimum set-aside is met, delermined as of the
close of that taxable year.

A unit must be renled lo a low-income household before it can be considered a low-
income unit and counted toward meeting the minimum set-aside. Units that are
vacant and have never been rented to a low-income household have “no character”
and do not count toward the set-aside.

Management should not attempt to move existing low-income residents to
previously unrented units in order to make those units count toward the minimum
set-aside. This “unit swapping” practice is monitored and will not benefit the
development because first year credits are calculated based on monthly occupancy
rates.
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B. Income Limits & Calculations

Every year, the Department of Housing & Urban Development (HUD) publishes
median income of the metropolitan and non metropolitan area—i which the project
resides, adjusted to family size. HUD's Low Income level is 80% of the median income
based on family size.

Do not use the Low Income (80%) numbers for tax credit purposes. The Very Low
Income figures are 50% of the median income based on family size. These figures may
be used as tax credit income limilts for properties using the 20/50 set-aside. Multiply
the very low income figures by 1.2 to compute the 60% income Limits for properties
using the 40,60 set-aside,

The PRHFA will provide annually an update of Tax Credit Income and Rent Emits to
developmenl sponsors and managers. However, il is the owner's responsibilily to
obtain these limits when they are published by HUD and to implement the new limits
within 45 days of the effective date.

Maximum Rent Requirements

Under Section 42, a unit qualifies as a LIHTC unit when the rent charged to the
household does not exceed the gross rent limitations on a monthly basis. f

IRC §42(g)(2)(B) defines gross rentand excludes the following amounts:

1. Paymenis under Section 8 or a comparable rental assistance program;

2. Fees paid to the owner by any governmental program of assistance for supportive
services, and;

3. Rental paymenis to the owmer to the extent-the owner—makes equivalent
payments to the Rural Housing Service under the section 515 program.

IRC §42(g)(2)(B) also requires that the gross rent include any utility allowance
“determined by the Secretary after taking into account such determinations under
section 8 of the United State Housing Act of 1937.” For Section 8, tenant rent is the
portion of the Total Tenant Payment the tenant pays cacl month to the owner for
rent. Tenant rent is calculated by sublracting the utility allowance, from the Total
Tenant Payment, Because HUD determines a tenant’s rent on a monthly basis,
state agencies must determine whether the owner is in compliance with the gross
rent limits each month of the owner’s current tax year.

Gross rent does not include any fees for a supportive service which is paid to the owner
of the unit (on the basis of the low-income status of the tenant of the unit) by any
governmental program of assistance (or by an organization described in Section 501
(c)(3) of the Internal Revenue Code and exempt from tax under Section 501 (a) of the
Internal Revenue Code) if such program (or organization) provides assistance for rent

Compliance Monitoring Pla Revised Noventber 2013 Page §

Compliance Morﬁtorin&

and the amount of assistance provided for rent is not separable from the amount of
assistance provided for supportive services. All other fees for supportive services must
be included in the gross rent.

Any charges lo low-income tenants for services that are not optional generally must be
included in gross rent (Treas. Reg. §1.42-11). A service is optional when the service is
nota condition of occupancy and there is a reasonable alternative. Charges for non-
optional services such as a washer and/or dryer hookup fee and built-in/on storage
sheds (paid month-to-month-or a single payment) would always be included within
gross rent. No separale fees should be charged for lenant facilities (i.e., pools, parking,
recreational facilities) if the costs of the facilities are included in eligible basis.
Assuming they are optional, charges such as pet fees, laundry room fees, garage and
storage fees may be charged in addition to the rent; ie., they are not included in the
rent computation. Under Treas. Reg. §1.42-11(a)(3), the cost of services that are
required as a condition of occupancy must be included in gross rent even if federal or
state law required that the services be offered to tenants by building owners.

A unit is out of compliance if the rent exceeds the limit on a tax year basis or on a
monthly basis. A unit is also considered out of compliance if an owner chasges
impermissible fees. Once a unitis determined to be out of compliance with the rent
limits, the unit ceases to be a low-income unit for the remainder of the owner's tax vear.
A unit-is-back in compliance on-the first-dayof the owner's next tax-year if the rent
charged on a monthly basis does not exceed the limit. An owner cannot avoid the
disallowance of the LIHTC by rebating excess rent or fees to the affected tenants.

Noncompliance with the rent restrictions will be reported to the iRS through the
issuance of Form 8823 Report of Noncompliance or Building Disposition under
category 11g, Gross Rent(s) Exceed Tax Credit Limits. If the noncompliance is the
result of noncompliance wilh the utility allowance requirements, the error should be
noted under category 11m, Owner did not Properly Calculate Utility Allowance.

D. Establishing Maximum Rent

1. Family Si t Calculations (1987-1989

__ Properties which received tax credit allocations between January 1, 1987 and December
31, 1989 whose owners did NOT elect to use the "number of bedrooms" method of ,
calculating maximum rent may charge lenants a maximum gross rent of thirty percent
(30%) of the annual median income limit adjusted for family size for the county in
which the development is located.

2. Bedroom Size Rent Calculations (1990 - Forward

For developments receiving an allocation of LIHTC from January 1, 1990 forward, the
maximum gross rents are computed based on the number of bedrooms in the unit
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Units with

no separate bedroom are treated as being occupied by one (1) person; larger

units are treated as being occupied by 1.5 persons per each separate bedroom (see chart

below).

Between 1987 through 1989 LIHTC owners who DID ELECT fo use the "number of

bedrooms

formula and filed a Notice of Election form (NOE-1) with the TRS and the

PRHEA by February 7, 1994 calculate their maximum rent this way also.

0 Bedroom Unit= 1.0 person income
1 Bedroom Unit= 1.5 person income
2 Bedroom Unit= 3.0 person income
3 Bedroom Unit= 4.5 person income
4 Bedroom Unit= 6.0 person income

Example:

To

calculate the Maximum Gross Rent by bedroom size for projects that

received an allocation from January 1, 1990 forward the following steps must be

performed:
; e Income Limits by Household Size—————
% AMGI el 2 3 4 5 6 7
60% 12,720 | 14,520 | 16,380 | 18,180 | 19,620 | 21,060 | 22,560

Select the unit factor that applied based on the bedroom size. For a 1
bedroom unit the factor is 1.5 person incomes.

To obtain the 1.5 persan income an average must be calculated between the
Income Limit for a Household size of one person and two persons; the result
must be divided by 2.

12,720 +14520 = 27240 = $13,620
2 2

The income limit for 1.5 persons must be multiplied by 30% to calculate the
annual rent. To obtain the monthly rent divide the annual rent by 12. The
tesultis the Maximum Gross Rent by bedroom size.

13,620 X 30% = $4,086  Annual Rent

4,086 = $340 Maximum Gross
12 Rent (Monthly)

3. Establishing LIHTC Rents in Subsequent Years

Each year, the owner must re-compute the maxi llowable rent and the utility
allowances for each project using the latest publication by HUD. If a LIHTC
restricted unit is renled (o an unqualified (enant or the owner charges renls in
excess of the maximum allowable rent, the unit could be subject to recapture. The
project should never fall below the minimum set-aside.

E. Applicable Fraction
The applicable fraction is the lesser of;

¢ The unit fraction, which is the number of low-income units in a building
divided by the total number of residential rental units; or

* The floor space fraction, which is the total floor space of the low-income units
in the building divided by the total floor space of the residential rental units in
the building.

When determining the units to be included in the numerator (low-income units), and

in the denominator (total units) of the applicable fraction, the following aspects

should be taking into consideration:

* Units that have never been occupied or are occupied by a nonqualified
household cannot be included in the numerator, but must be included in the
denominator;

= Vacant units that were last occupied by a nonqualified household cannot be
included in the numerator, but must be included in the denominator.

¢ Units not suitable for occupancy, including tax credit units being rehabilitated
in the first year of the credit period, cannot be included in the numerator, but
must be included in the denominator.

= Common space units (units for FT manager, FT maintenance or security -see
par. T, below), are notincluded in either the numerator or denominator.

E. Full Time Resident Manager's Unit

The Full ime resident or on-site manager's unit may or may not be included in
determining the applicable fraction depending on the circumstances. According to IRS
Revenue Ruling 92-61, the ways in which the on-site manager's unit may be considered
are:

«  For buildings that have been placed in service after September 9, 1992, the full
time manager's unit must be trealed as common space (Le. it would not be
included in either the numerator or denominator of the applicable fraction).

Cowpliance Monitoring Plan Revised November 2013 Page 7
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e For buildings that were place in service prior lo Seplember 9, 1992, the full time
manager's unit may be treated as follows:

a. The full time manager’s unit is considered a qualified low-income unit
(the rent is restricted to a qualifying amount and the resident manager is
a certified low-income tenant); or

b. The full ime manager’s unit is considered common space. As common
space, the unit would not be included in either the numerator or the
denominator of the applicable fraction.

Examples

A building contains 24 units and the applicable fraction is 100%. Credits were allocated
on 23 units. This means that the manager's unit was treated as common space when
credit was allocated. The applicable fraction would be 23/23 or 100%.

A full Bme manager or maintenance person must occupy a resident manager's unit.
The number of hours worked does not define full-time; rather it is defined that the
manager's presence on site is reasonably required for the development. Some things to
consider are: what is warranted by the type, size and/or location of the development,
as well as what is needed in terms of the resident population. Some developments may

not need to employ-a resident manager for what is-normally considered full-time and

other developments may need to employ more than one on-site manager or
maintenance person. Full-time is considered to be whatever is reasonably required to
make operations run smoothly at the development. As a general guide, a manager who
performs management functions such as leasing units, preparing certification
paperwork, cleaming, general mainlenance, preparing turnover, collecting rent, etc.,
and is available to the site on an on-call basis to respond to emergencies may be
considered a full-time manager under this ruling. According to Revenue Ruling 2004-
82, dated August 30, 2004, a unit may also be occupied by a full-time security officer
and be trealed as common space, if reasonably required.

All developments, especially those that are new allocations, need to notify PRHFA of
the status of commun space unil(s) and which method is being used. When notifying
PRHFA, itis necessary to include the project name and LIHTC number, the building
address and BIN number, the unit number, the number of bedrooms in the unit, the
square footage, the cuwrent resident manager, maintenance person, or security
personnel’s name and a description of duties and time involved. If not previously
considered as part of the allocation process, PRHFA will issue a letter acknowledging
such common space unit For the most part, PRHFA will rely on the owner's
determination of whether a full time unit is reasonably required by the development.
However, if PRHFA becomes aware that the unit is not occupied by a full time
manager, maintenance, or security personnel, as represented by the owner, it may
become a noncompliance issue.

Compliance Monitorinﬁ Plan

Nate: If the owner is charging rent for the unit, the Internal Revenue Service may
determine that the unit is not reasonably required by the project because the owner is
not requiring the manager, maintenance or security personnel to occupy the unit as a
condition of employment.

. Calculating the First Year Applicable Fraction

The applicable fraction for the first year is calculated as follows:

s Find the low-income portion as of the end of each full month that the building
was in service during the year.

* Add these percentages together and divide by 12 (per instructions on IRS Form
8609 and Schedule A). Note that the applicable fraction must be calculated for
both the unit and {loor space-fraction (See table below).

Example:

Assume that a low-income building of 50 units was placed in service on Maxch 1, 2008,
and has the following lease-up schedule during the fixst year of the credit period:

0% 2400 | 50,000 *0.00%

Complimnce Monitoring Plan Revised November 2013 Page9

January 3 50

February 10 50 0% 8,000 | 50,000 *0.00%
March 15 50 30% 12,000 | 50,000 4%
April 30 50 60% 24,000 | 50,000 48%
May 40 30 80% 32,000 | 50,000 64%
June 50 30 100% 50,000 | 50,000 100%
July 50 50 100% 50,000 | 50,000 100%
August 50 30 100% 50,000 | 50,000 100%
September 30 50 100% 50,000 | 50,000 100%
October 50 50 100% 50,000 | 50,000 100%
November 50 30 100% 50,000 | 50,000 100%
December S0 30 100% 50,000 | 50,000 100%
Totals Sum of monthly 72.50% | Sum of monthly | 69.67%

Unit Fraction/12 Sq Ft Fraction/12
Compliance Monitoring Plan Revised Novenber 2013 Page 10
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*The owner must not count the unit occupied in January and February towards the
first-year applicable fraction since the building was not placed in service for a full
month. For all other months, even if a resident moved in to a unit on the last day of
the month, that unit is considered occupied at the end of the month. The first year
applicable fraction for this building would be 69.67% based on this lease-up schedule,

H. Qualified Basis

Qualified basis is the portion of the eligible basis applicable to Housing Tax Credit
units in a building. Qualified Basis is the product of a project's Eligible Basis multiplied
by the Applicable Fraction. The original qualified basis is determined as of the last day
of the first year of the credit period and is reported to the IRS on Part II of Form 8609.

L Claiming Credits

The credits may be taken annually for 10 vears and are based on a percentage of the
qualified costs of the building. For 1987, the applicable rates were 9 percent for new
construction and substantial rehabilitation and 4 percent for buildings with federal
subsidies and for acquisition and rehabilitation of existing buildings. In order for an
existing building to qualify for the credit in connection with substantial rehabilitation,

the building was last placed in service.

After 1987, the credit percentage is based on the Applicable Federal Rate (AFR) for the
maonth the project is placed in service, or, at the owner’s election, the month in which a
carryover/commitment is entered into.by the ownerand PRHFA,

Owners of qualified residential rental projects must satisfy the minimum set aside and
gross rent requirements for a minimum 15-year period, and in many cases, a 30-year
period, depending on the deed restrictions. Developments with allocations in 1990 and
cach year thereafter are required to comply with these requirements for a minimum of
30 years.

J. Compliance Period

1. ANLI Developments i
In order to receive the credit, all developments receiving a credit allocation since
1987 must comply with eligibility requirements for a period of 15 years beginning
with the first taxable 'year of a building’s credit period. The credit period for a
building begins in either the year it is placed in service or the first year after, as
declared in Part [I of the IRS for 8609. This 15 year period is referred to in the Code
as the “Compliance Period” [Section 42(i) (1)].

Compliance Monitoring Plan

there-must be a period of at-least-10 years between the date of acquisition and the date -
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2

3.

Developmients tiat received allocations from 1987 through 1989

These developments are only subject to a fifteen- (15) year compliance period.
However, any building in such a development that received an additional
allocation of credit after December 31, 1989, must comply with eligibility
requirements in effect beginning January 1, 1990, and will also be bound by the
Declaration of Land Use Restrictive Covenants.

Developments which received LIHTC allocations after Decentber 31, 1989

These developments must comply with eligibility requirements for a minimum
compliance period of fifteen (15) years and an extended use period of an additional
fifteen (15) year period stipulated by a recorded agreement as to restrictive
covenants.

K. Summary of Federal Requirements for the LIHTC Program

1.

2.

To qualify for tax credits, a property must meet either the 20/50 or 40/60 test (see
Program Summary for an explanation of the 20/50 - 40/60 test).

months certified at time of initial accupancy.
Individuals in a Household don't have to be related.
All affordable unils must be rent and income-restricted.

Rent charged is determined after subtracting a utility allowance forany Resident-
paid utilities.

Rules specify which utility allowance to use, depending on whether buildings
received HUD or Rural Development assistance, or whether a Resident receives
Section 8 assistance,

Affordable units must be suitable for occupancy and be rented to the general public
on a non-Transient basis. <

A unitis not “qualified” until itis initially cccupied by a qualified Household.

If an affordable unit becomes vacant, and the last occupant was a qualified
Household, the vacant unit continues to be considered an affordable unit, as long as
the next available unit of comparable size or smaller is rented to a qualified
Household (Vacant Unit Rule).

Manitoring Plan Revised Novenber 2013 Page 12
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10. If an affordable Household's income increases above 140% of the elected applicable
maximum income limit (50% or 60%), the next available unit of comparable size
must be rented to a qualified affordable Household (Available Unit Rule).

11, Certain Households are not qualified for tax credit housing, e.g., il all the cccupants
of a unit are fulltime Students, the unit is generally not eligible for tax credits.

12. Properties must comply with all Fair Housing regulations,

13, After January 1, 1990, all tax credit properties must have a Regulatory Agreement
(extended use agreemenl) recorded as a resirictive covenant against the subject

property.

14. Owners must make annual certifications regarding compliance and must maintain
records verifying Household qualification.

15. Noncompliance is reportable to the IRS and may result in recapture of credit
claimed.

II. Owner’s Responsibilities

Each properly owner or developer has decided to participate in the LIHTC program (o take
advantage of the lax benefits it provides. In exchange for these tax benefits, the owner must
meet requirements designed to make sure the housing development will benefit a
particular class of low-income tenants. A description of these program requirements
follows:

A. Source of Program Requirements

Section 42 of Internal Revenue Service, IRS Regulations found in 26 CFR Section 142,
IRS Revenue Rulings and Revenue Procedures, additional program rules preseribed by
the PRHFA, representations in a development’s application, and provisions included in
the Agreement as to Restrictive Covenants, all regulate how low-income housing
properties are to be operated. For the entire compliance period, owners are obligated to
provide the PRHFA with required reporting documents and any other information
requested in relation to the property, the tenants and units in the property, and
documentation filed with the IRS for the purpose of claiming the tax credits,

B. Proper Administration

The owner or developer is responsible to the PRHFA to insure that the project is properly
administered and maintained. The owner must make certain that the on-site
management team understands and complies with all appropriale rules, regulations and
policies that govern LIHTC developments and he must keep the development well
maintained 5o that units are suitable for occupancy.

If the Management Company or owner determines that a development is not in
compliance with LIHTC requirements, they should notify the PRHFA immediately.
Mosl noncompliance are correctable issues and the PREFA will work with owners and
managers to remedy them within a reasonable amount of time.

Because the owner is ullimately responsible for a development’s compliance with
program rules, the PRHFA will divect any correspondence about noncompliance and
corrections to the owner, as well as to the management company.

C. Progress Report, Notice of Project Changes and Semi-Annual Reports

It is the responsibility of the owner or developer to keep the PRHFA ‘informed
throughout all phases of development, rent-up and operation. This includes the
construction phase during which owners are responsible for sending the PRHFA
progress reports, notice of the scheduled placed-in-service date, and notice of any major
changes in the development's casts, financing, syndication, unit types, and completion
schedule.
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After all the buildings in a development are placed-in-service, the owner or company in
charge of the management of a LIHTC project must submit to the PRHEFA, via
electronically, the following information on a semi-annual basis:

1. Tenant Income Information of each new move-in and annual re-certifications of
income for each existing tenant.

This information must be submitted to the PRHFA by the 15th day after the end of
each semester during the compliance period. The PRHFA will provide the Tax Credit
Certifications Online Reporting Software (COL) for the electronic submission of this
information.

The COL System is an internet based reporting system. It enables management
companies to enter and submit the following information:

1. Tenant Income Information of each new move-in and annual re-cerlifications of
income for each existing tenant.

2 Annual Owner Certifications

Each management company is responsible for the data input #wough COL, the accuracy

of all information on.COL, and associated Tenant Income Certification forms generated

by the program. The PRHFA is not responsible for computer input discrepancies. The

management company/ project sponsor should review all computer generated forms for
completeness and accuracy prior to the electronic submission of the data to the PRHFA.

If any nencompliance results and is identified in the data submitted through COL,
PRHEA will notify the owner and/ or manager Lo request the necessary documentation to
explain the situation. The owner or manager must provide the documentation
requested to PRHFA. If a unitis determined to be out of compliance, PRHFA will
give the owner 90 days to correct the issue. The Noncompliance will be reported
to the IRS through the issuance of Form 8823 Report of Noncompliance or
Building Disposition.

. Recordkeeping Provisions

Under the record keeping provision of Reg. 1.42-5, the owner of a LIHTC project must
keep records for each building for each year in the compliance period showing the
following information:

= The total number of residential rental units in the building (including the
number of bedrooms and the size in square feet of each residential rental unit);

s The number of occupants in each Tax Credit unit and the student resident
status.

* The number and percentage of residential rental units in the building that are
Tax Credit units, models, offices, and management units;

Compliance MonitorinEPIan
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¢ The rent charged on each residential rental unit in the building (including utility
allowance) as well as any additional charges to tenants. Documentation must
include rent rolls, leases, and utility allowances as required by Internal Revenue
Service;

* The Tax Credit unit vacancies in the building, marketing information, and
information which shows when and to whom each of the next available units
were rented;

¢ Theannual income certification of each Tax Credit tenant;

¢ Documentation to support each Tax Credit tenant'’s income certification.
Anticipated income of all adult persons expecting to occupy the unit must be
verified and included on a Tenant Income Certification prior to occupancy and
annually re-certified for continued eligibility (Le. Written third
verification is always preferred. Income verifications are sent directly to and
returned by the source to management, not through the applicant),

+ The character and use of the nonresidential portion of the building included in
the building’s eligible basis under Section 42(d) (e.g. tenant facilities that are
available on a comparable basis to all tenants and for which no separate fee is
charged for use of the facilities; or facilities reasonably required by the project);

+ The eligible basis and qualified basis of the building at the end of the first year
of the credit period,

¢ Records demonstrating that any state established set-aside elected by the owner
has been complied with for each year of the compliance period.

E. Record Retention

Owmer must retain the records described above for at least six years after the due date
(with extensions) for filing the federal income tax return for that year. The records for
the first year of the credit period, however, must be retained for at least six years
beyond the due date (with extensions) for filing the federal income tax return for the
last year of the-compliance period of the building.

The Revenue Ruling 2004-82, published on August 30, 2004 clarified that owners may
comply with the record retention provisions under [RC Section 1.42-5(b) by using an

. electronic storage system instead of maintaining hardcopy (paper) books and records,
provided that electronic storage system satisfies the requirements of Revenue
Procedure 97-22. Be advice (hat the owner must satisfy any additional recordkeeping
and record retention requirements of the monitoring procedures adopted by our
agency.
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Owners must maintain applicant and tenant informalion in a way to ensure
confidentiality. Any applicant or tenant affected by negligent disclosure or improper
use of information may bring civil action for damages and seek other relief, as
appropriate. Owners must dispose of records in a manner that will prevent any
unauthorized access to personal information, e.g. burn, pulverize, shred, etc.

Y, Certification and Review Provision

The PRHFA requires the owner to certify, under penalty of perjury, at least annually
during the compliance period that, for the preceding 12 months, the development met
the requirements of Section 42 of the IRS. This requirement is satisfied by completing
an Annual Owner’s Certification (see PRHFA-01). This certification must be made
under oathand subject o the penalties of perjury.

The Owner certifies that:

1. The project meets the minimum requirements of the 20-50 test or the 40-60 test,
as applicable:

e at least 20% or more of the residential units in the Project are both rent-

restricled and occupied by individuals whose income is 50% or less of area

median income; or

* at least 40% or more of the residential units in the Project arc both rent-
restricled and occupied by individuals whose income is 60% or less of area
median income.

2. Therehasbeen no change in the applicable fraction for any building in the
project (as defined in Section 42(c){1)(B) of the Code);

3. The owner has received an anmual Tenant Income Cerlification from each low-
income resident and documentation to support that certification, or the owner
has a re-certification waiver letter from the IRS in good standing, has received
an annual Tenant Income Certification from each low-income resident, and
documentation to support the certification at their initial occupancy;

4. Each low-income unit in the project i rent-restricted as defined in Section
42(g)(2) of the Code;

5. All units in the project are and have been for use by the general public and used
on a non-transient basis (except for transitional housing for the homeless
provided under Section 42(i)(3)(B)(iii) of the Code);

6. No finding of discrimination under the Fair Housing Act, 42 US.C 3601-3619,
has occurred for this project. A finding of discrimination includes an adverse
final decision by the Secretary of Housing and Urban Development ([HUD), 24
CER 180.680, an adverse final decision by a substanbally equivalent state or

10.

14,

local fair housing agency, 42 US.C 3616a(a)(1), or an adverse judgment from a
federal court;

. Each building in the project is and has been suitable for occupancy, taking into

account local health, safety, and building codes (or other habitability standards),
and the stale or local government unit responsible for making building code
inspections did not issue a repart of a violation for any building or low income
unit in the project;

. There has been no change in the eligible basis (as defined in Section 42(d) of the

Code) of any building in the project since last certification submission;

. All lenant facilities included in the eligible basis under the Section 42(d) of the

Code of any building in the project, such as swimming pools, other recrealional
facilities, and parking areas, washer/dryer hookups, and appliances were
provided on a comparable basis without a charge to all tenants in the buildings;

If a low-income unit in the project has been vacant during the year, reasonable
attempts were made to rent that unit or the next available unit of comparable or
smaller size lo lenants having a qualifying income;

-If the income of tenants of low-income unit in-any building increased-above the

limit allowed in Section 42(g)(2)(D)(ii) of the Code, the next available unit of
comparable or smaller size in that building was or will be rented to residents

having a qualifying income;

An extended low-income housing commitment-zs-described in Section 42(h) (6)
was in effect, including the requirement under Section 42(h) (6) (B) (iv) that an
owner cannot refuse to [ease a unit in the project to an applicant because the
applicant holds a voucher or certificate of eligibility under Section 8 of the
United States Housing Act of 1937, 42 US.C. 1437s. Owner has not refused to
lease a unit to an applicant based solely on their status as a holder of a Section 8
voucher and the project otherwise meels the provisions, including any special
provisions, as outlined in the extended low-income housing commitment (not
applicable to buildings with tax credits from years 1987-1989);

The owner received its credit allocation from the portion of the state ceiling set-
aside for a project invalving “qualified non-profit organizations” under Section
42(h)(5) of the code and its non-profit entity materially participated in the
operation of the development within the meaning to Section 469(h) of the Code
(if applicable).

The owner has complied with Section 42(h) (6) (E) (i) (I) and not evicted or
terminated the tenancy of an existing lenant of any low-income unit other than
for good cause.
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15. The owner has complied with Section 42(h)(6)(L)(i)(II) and not increased the
gross rent above the maximum allowed under Section 42 with respect to any
low-income unit.

16. There has been no change in the ownership or management of the project

Filling Instructions: The Annual Owner Certification must be prepared and
submitted to the PRHFA using the COL System. Also, this document must be
printed, notarized and sent to the PRHFA by January 31 of each calendar year. Non-
receipt of this notarized form by the due date will automatically trigger the submission
of a notice of noncompliance to the owner.

If the projectis not yet in the first year of the credit period, submit:

« Annual Owner Certification with appropriate designation of not yet placed in
service, or placed in service but elect to begin credit period in the following
year. Sign, date and notarize,

If the projectis in the first year of the credit period and later, submik:

* A completed, signed, dated and notarized Annual Owmer Certification
(PRHFA-1); - = : : -

+ compliance monitoring fees;

+ IRS Forms 8609 for each building, with Part Il completed, dated and signed;

« Completed Schedule A for each building; and Form 8586, as filed with the IRS,

. The PRHFA will review the certifications submitted for compliamce with lhe

requirements of Section 42.

. Compliance Monitoring Fees

As Puerto Rico's housing credit agency, PRHFA is required by law to conduct
compliance monitoring on all projects thal have ben placed in service for which the
Credit is or has been allowable at any time since the inception of the Program in 1987.
Fees are charged to cover staff, technology, and other associated costs necessary to
conduct compliance monitoring.

1. Annual Monitoring Fees - Property owners must pay FRHFA an annual
compliance monitoring fee of $25.00 for each LIHTC unit contained in each
building., The annual monitoring fees must be submitted with the Aunual
Owner's Certification by January 31# of each year.

2. Lafe Fees - PRHFA will assess a five percent (5%) late fee of the total
outstanding balance for payments received after thirty (30) days from the date
due. The minimum late fee assessed will be 550, A fee of $15 will be assessed
for any checks that are returned to the Authority for any reason.

Compliance Monitorinﬁ Plan
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3. Other considerations - Owners and developers should take note that
participation in PRHFA programs requires a certification of good standing with
the PRHFA, Failing lo pay fees will bar any further participation in Lhe
programs administered by the PRHFA.

The PRHFA reserves the right lo make adjustments in the amount of the annual
compliance monitoring fee as it deems necessary to defray the cost of compliance
monitoring,

Noncompliance

If the management agent and / or the owner determines that a building or entire project
is not in compliance with program requirements,; PRHFA must be notified
immediately. The management agent and/ or the owner must formulate a plan to bring
the project back inlo compliance, and advise PRHFA in writing of such a plan. If the
owner does not follow the formulated plan or does not comply with PRHFA's
expectations, the noncompliance will be reported to the IRS.

Notification of Change in Management

Owners are required to inform PRHFA if any changes occur in the project
administrator, management-entity-or-management contact- information: - The-owner-
mustnotify PRHFA using Form PRHEA-13 Property Contact Information.

Notification of Transfer of Ownership

It is the owner’s responsibility to notify the Authority of any transfer of ownership. L
the ownership of any building (or any interest therein) which has received an
allocation of tax credils is transferred by the owner, a bond must be posted in
accordance with Internal Revenue Code Section 42(j)(6). Owners are advised to seek
legal counsel regarding this requirement prior to transferring ownership {or any
interest therein). PRHFA is required to nolify the Internal Revenue Service of any
transfer of ownership of any building (or any interest therein), which has received an
allocation of tax credits.
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HI. PRHFA Responsibilities

Once a final allocation is awarded to a project, the PRHFA has the responsibility of monitoring
the project to guarantee compliance with Section 42 of the Internal Revenue Code and ils
regulations.

‘This Section briefly describes the PRHFA's monitoring activity, These compliance monitoring
procedures may be changed as the PRFIFA deems necessary or as required by the Internal
Revenue Code, IRS Regulations, Revenue Rulings, and Revenue Procedures.

A, Conducting Compliance Monitoring Seminars

Owners, managers, and any other personnel who are directly involved in the
management of a housing development and do not have previous experience with the
LIHTC program may be required to attend a basic, educational Monitoring Seminar
before the PRHFA releases Forms 8609 allocating the placed-in-service tax credits. The
PRHFA also reserves the right to require management personnel to attend seminars at
any time during the compliance period if the property’s compliance efforts are deficient
or if staff changes occur. The PRHFA will offer continuing education to the owner or
developer, the Management Company and on-site  personnel to-guarantee  compliance
with federal regulations and PRHFA's rules.

The purpose of the seminar is to provide instruction on the following:

» Federal regulations for determining eligibility of low-income tenants;

= PRHFA procedures for determining eligibility of low-income tenants;

» Specific information which must be obtained from a prospective tenant through
the rental application;

Income and Rent Limits;

Income Verifications;

Annual Income and Asset Verification ; and

PRHFA Required Forms and or Documentation

Such other topics which the PRHFA or the representatives of the development may
deem necessary to the proper management of the development as a successful LIHTC
participant.

B. Compliance Inspections

The PRHFA will conduct an on-site inspections, at least once every three (3) years, of
all buildings in each low income housing project and, for each tenant in at least 20% of
the project’s low-income unils selected. The review will consider the low-income
certification, the documentation supporting such certification, and the rent records. The
Tax Credit projects to be inspected or reviewed must be chosen in a manner that will
not give owners of Tax Credit projects advance notice that their records for a particular

year will or will not be inspected, The [irst inspection for new projects will occur no
later than the end of the second year of the credit period, In the event that extensive
noncompliance is identified, PRHFA could consider expanding the number of units
inspected /files reviewed beyond the 20 percent sample required under Treas. Reg.
1.42-5(c)(2)(i).

The PRHFA may give an owner reasonable notice that an inspection will occur so that
the owner may assemble records, This nolification letter is considered the agency’s
announcement of an upcoming compliance review, Noncompliance that is identified
and corrected by the owner prior lo netification of an upcoming compliance review or
inspection need not be reported to IRS.

During the inspection, the PRHFA will inspect the units and review the initial rent record
and, at minimum, verify the following from the tenant’s files for at least 20 percent of
each building’s low-income units:

» Rental application completed, including certification of assets and disposal of
assets, if applicable;

» Tenant income certification completed for move-in and current year, including

all required signatures and dates;

Calculation of move-in income eligibility

Income verification(s) completed and documented;

Assets documented, and verified if total assets are more than $5,000 in va.lue.

Student eligibility documented;

Lease and lease addendum completed at move-in; and

Current year utility allowance on file.

Onesite building inspections involve physically checking building and dwelling
units for compliance with applicable housing quality standards. The Compliance
Monitoring Regulations published January 14, 2000, require housing credit agencies
to conduct physical inspections consistent with standards govemed by the
Department of Housing and Urban Development's Uniform Physical Conditions
Standards. These standards require properties to be in "decent, safe and sanitary
condition and in good repair” and require agencies to inspect the following five
major areas:

1. Site: The site includes components such as fencing and retaining walls,
grounds, lighting, mailboxes, signs (such as those identifying the development
or areas of the development), parking lots/driveways, play areas and
equipment, refuse disposal, roads, storm drainage and walkways. The site must
be free of health and safety hazards and be in good repair.

2. Building exterior: Each building on the site must be structurally sound, secure,
habitable, and in good repair, The building's exterior components such as
doors, fire escapes, foundations, lighting, roofs, walls and windows, where
applicable, must be free of health and safety hazards, operable, and in good

repair.
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3. Building systems: The building’s systems include components such as domestic
water, electrical system, elevators, emergency power, fire protection, HVAC,
and sanilary system. Each building’s systems must be free of health and safety
hazards, functionally adequate, operable, and in good repair,

4. Duwelling units :
(1) Each dwelling unit within a building must be structurally sound, habitable,

and in good repair. All areas and aspects of the dwelling unit (for example the
unit's bathroom, call-for-aid, ceiling, doors, electrical systems, floors, hot water
heater, HVAC (where individual unils are provided), kitchen, lighting,
outlets/switches, patio/porch/balcony, smoke detectors, stairs, walls and
windows) must be free of health and safety hazards, functionally adequate,
operable, and in good repair.

(ii) Where applicable, the dwelling unit must have hot and cold running water,
including an adequate source of potable water.

(iii) If the dwelling unit includes its own sanitary facility, it must be in proper
operating condition, usable in privacy, and adequale for personal hygiene and
the disposal of human waste.

(iv) The dwellingtmit must include at least one battery operated or hard wired
smoke detector in proper working condition on each level of the unit.

5. Common arcas - The common areas must be structurally sound, secure and
functionally adequate for the purposes intended. The common areas include
compenents such as basement/parage/carport, restrooms, and closets, utility,
mechanical, community rooms, day care, halls/corridors, stairs, kitchens,
Jaundry rooms, office, porch, patio, balcony, and trash collection areas, if
applicable. The common areas must be free of health and safety hazards,
operable, and in good repair. All common area ceilings, doors, floors, HVAC,
lighting, outlets/switches, smoke delectors, stairs, walls, and windows, to the
extent applicable, must be free of health and safety hazards, operable, and in
good repair.

All areas and components of the housing must be free of health and safety hazards.
These areas include, but are not limited to: air quality, electrical hazards, elevators,
emergency/fire exits, flammable materials, garbage and debris, handrail hazards,
infestation, and lead based paint. For example, the buildings must have fire exils that
are not blocked and have handrails that are undamaged and have no other observable
deficiencies. The housing must have no evidence of infestation by rats, mice, or other
vermin, or of garbage and debris. The housing must have no evidence of electrical
hazards, natural hazards, or fire hazards. The dwelling units and common areas must
have proper ventilation and be free of mold, odor (e.g., propane, natural gas, methane
gas), or other observable deficiencies. The housing must comply with all regulations
and requirements related to the ownership of pets, and the evaluation and reduction of
lead-based paint hazards and have available proper certifications of such.

Compliance Monitoring Plan
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Notwithstanding the above inspection requirements, a low-income housing project
under Section 42 must continue to satisfy local health, safety, and building codes.

The PRHFA will report on its findings and the owner and/or the management company
must respond in writing within thirty (30) days to the PRHFA. The response must
indicate the manner in which corrective actions have been taken, For new buildings, the
final regulations, published on January 14, 2000, extended the time limit for inspection
to the end of the second calendar year of the credit period.

The PRHFA reserves the right, under the provisions of Section 42 of the Internal
Revenue Code and Regulation 1.42-5, to perform on-site inspections and/or unit
inspections of LIHTC developments at any time during the compliance period as it may
deem necessary. The owner refusal to allow a site visitation or access to tenants’ records
constitutes a noncompliance reportable to the IRS.

Notification to the Owner

The PRHFA will provide prompt wrilten notice to the owner of a Tax Credit project if the
PRHFA does not receive the required certification, semi-annual reports and other forms,
or does not receive or is not permitted to inspect the tenant income certifications,
supporting documentation, and rent records, or discovers by inspection, review, or in
some other manner, that the project is not in compliance with the provisions of Section 42
or its Declaration of Land Use Restrictive Covenants.

The owner will have ninety (90) days from the date of notice to supply the missing
certification, or to correct the noncompliance. However, if the PRHFA determines that
there is good cause to extend the correction period, it may extend the initial ninety (90)
days period up to one hundred cighty (180) days.

The PRHFA will review the owner’s response and supporting documentation, if any, to
determine whether the noncompliance has been corrected.

. Notification to IRS of Noncompliance

The PRHEA will file Form 8823, "Low Income Housing Credit Agencies Report of Non-
Compliance or Building Disposition," witicthe1RS no later than 45 days after the end of
the correction period (as described below. including extensions permitted under that
paragraph) and no earlier than the end of the correction period. The PRHFA will check
the appropriate box on Form 8823 indicating the nature of the non-compliance or
failure to certify and.indicate whether the owner has corrected the non-compliance or
failure to certify. If the non-compliance or failure to certify is corrected, the PRHFA will
provide a date on which the noncompliance was corrected. If the PRHFA cannot
determine that an owner's actions have corrected the noncompliance, ne correction
date will be provided.
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The final regulations adopt a limit to a three year period after the end of the correction
period, at which time the PRHFA must file form 8823 "Low Income Housing Credit
Agencies Report of Noncompliance” with the IRS reporting the correction of
previously reported noncompliance (back in compliance).

Any change in either the applicable fraction or eligible basis under paragraph (c) (1) (ii)
and (vii) of Reg. 1.42-5, respectively, that results in a decrease in the qualified basis of
the project under Section 42 (c) (1) (A) is non-compliance that must be reporled lo the
IRS. Changes in ownership must be reported by the PRHFA to the IRS on Form 8823:
The correction period described below will not apply to notification of changes in
ownership.

If the PRHFA reports on Form 8823 that a building is enlirely out of compliance and
will not be in compliance at any time in the future, the PRHFA need not file Form 8823
in subsequent years to report that building’s non-compliance. The PRHFA will send
the owner a copy of the form 8823 after it has been filed with the IRS,

PRHFA will no longer report issues of noncompliance that have been identified and
corrected prior to notification of an upcoming compliance review or inspection by
PRHFA. IRS considers the date of the notification letter a “bright line” date.

PRHFA Records Retention

PRHFA will retain records of non-compliance or failure to certify for six years beyond
the filing date of the respective Form B823. In all other cases, PRHFA will retain the
certifications and records described in Reg. 1.42-5(c) for three years from the end of the
calendar year (the) that PRHFA receives the certifications. and records.

. PRHFA Circular Letters

The PRHFA will establish, from time tp tme through circular letters, changes or
clarification concerning [RS Seclion 42 requirements and guidelines. The objeclive is lo
maintain the Compliance: Monitoring Plan current to solve any conflict with the
standards required.

. Liability

Compliance with the requirements of Section 42 is the responsibility of the owner of the
building for which the credit is allowable. PRHFA's obligation to monitor for
compliance with the requirements of Section 42 does not make the PRHFA liable [or an
owner's non-cumpl:lance. .

IV. Project Rental Requirements

A. Initial Interview

On-site managers of a LIHTC development should tell applicants early in their initial
visit that there are maximum income limits which determine who may live in these
dwelling units, Managers should explain to prospeclive tenants (hat the total
anticipated income of everyone who will occupy - the unit must be- disclosed ona
Tenant Income Certification form (PRHFA-02) and will be verified before they can
move in. Applicants should be told thal this income-disclosing and verifying process
will be repeated at least annually for as long as they live in the development. It may be
useful to explain to applicants that all information they provide is considered
confidential and will be handled accordingly. Applicants should also be teld that all
information provided is under cath and the disclosure of false information or the
omission of information constitutes fraud and could affect their qualification under the
LIHTC program,

B. Residency Application

Before allowing anyone to move into low-income units, the management must obtain
from prospective tenants an application for residency that discloses enough
information to determine whether or not the applicant household qualifies under the
program rules. The application for residency should include, at minimum:

» The name and age of each person who will occupy the unit (legal name should
be given justas it will appear on the lease and Tenant Income Certifications);

s All sources and amounts of current and anticipated annual income expected to
be derived during the twelve (12) month certification period (including total
assets and asset income);

« The head of household's signature and that of all occupants over age 18 and the
date the application was completed.

#  The student status of each applicant.

C. Minimum Lease Requirement

All tenants occupying set-aside units are required to be certified and to execute at least
an initial six-month lease. (Exceptions for housing for the homeless and single room
occupancy are listed below). Succeeding leases are not subject to a minimum lease
period.

The lease must reflect the correct date of move-in, or the date the tenant takes
possmsion of the unit. Ata minimum, the lease should include:

1. the legal name of parties to the agreement and all other occupants,
2 adescription of the unit to be rented, (unit number, number of bedrooms)
3. the tenant move in date or date the tenant takes possession of the unit,
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the date the lease becomes effeclive,

the term of the lease,

the amount of rent,

the amount of subsidy , (il applicable)

the use of the premises,

the rights and obligations of the parties, including the obligation of the

household to annually recertify its income,

10. the signatures of all household members 18 years of age or older,

11. the signature of the owner's representative,

12. a statement explaining that the development is participating in the Tax Credit
Program, and that tax credil unils are under certain program regulations
including income eligibility of the household.

13, a statement requiring that each tenant immediately notifies management of any

change in student status or household composition.

CEND @

Single Room Occupancy (SRO) housing must have a minimum lease term of one
month. SRO housing is allowed to have tenants share bathrooms, cooking facilities, and
dining areas. Federal rules allow for month-by-month leases for the following types of
SRO housing for homeless individuals:

1, SRO units in projects receiving McKinney Act and Section 8 Moderale
Rehabilitation assistance;

2. SRO units intended as permanent housing and not receiving McKinney Act
assistance;

3. 5SRO units intended as transitional housing operated by a govermmental or
nonprofit entity and providing certain supportive services.

. Household Size

The number of household members is needed in order to determine the maximum
allowable income for the household composition. It is also necessary lo calculate the
rent for units in pre-1990 developments, which must determine rent based on
household size and nol on the number of bedrooms in the unit.

When determining family size for income limits, the owner must include the following
individuals who are not living in the unit:

¢ Children hampura:ﬂyai:sent due to placement in a foster home;

» Children in joint custody arrangements who are present in the household 50%
or more of the ime;

e Children who are away at school but who live with the family during school
recesses;

« Anunbom child of pregnant women; when a pregnant woman is an applicant,
the unborn child is included in the size of the household, and may be included
for purposes of determining the maximum allowable income. The rental
application should ask the following question: “Will there be any changes in
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household composition within the next 12 month period?” If an applicant
answers that a child is expected, the manager should explain to the tenant that
in order to count the child as an additional household member and use the
corresponding income limit, a self-certification of pregnancy must be provided.

» Children who are in the process of being adopted;

« Temporarily absent family members who are still considered family members.
For example, the owner may consider a family member who is working in
another State on assignment to be temporarily absent. Persons on active military
duty are considered temporarily absent (except if the person is not the head, co-
head or spouse or has no dependents living in the unit). If the person on active
military duty is the head, co-head, or spouse, or if the spouse or dependenis of
the person on active military duty resides in the unit, that person’s income must
be counted in full;

+ Family members in the hospital or a rehabilitation facility for periods of Limited
or fixed duration. These persons are temporarily absent as defined above; and

+ Persons permanently confined to a hospital or nursing home. The family
decides if such persons are included when determining family size for income
limits. If such persons are included, they must be listed on the Tenant Income
Certification. as “other adult family member”. This is true even when the
-confined -person is the spouse of the person who- is or-will become-the head. If
the family chooses to include the permanently confined person as a member of
the household, the owner must include income received by these persons in
calculating family income.

When determining family size for establishing income eligibility, the owner must
include all persons living in the unit except the following:

1. A live-in aide/attendant is a person who resides with one or more elderly
persons, near-elderly persons, or persons with disabilities, and who:

a) Is determined to be essential to the care and well-being of the person(s);

b) Is not obligated to support the person(s); and

¢) Would not be living in the unit except to provide the necessary
supporkive services,

Whilé a relative may be considered to be a live-in aide/attendant, they must meet
the above requirements, especially the last. The live-in aide qualifies for occupancy
only as long as the individual needing supportive services requires the aide's
services and remains a tenant, and may not qualify for continued occupancy as a
remaining family member. Managers must obtain verification of the need for a live-
in care attendant and should not add the attendant to the lease,

Foster adults and foster children should be included in the size of the household
and included for the purpose of determining the maximum allowable income.
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E. Utility Allowance

A utility allowance is an estimate of the maonthly cost of a lenant’s utilities, other than
telephone, internet and cable, which are not included in the rent and are paid directly
to the service provider by the tenant To calculate the maximum amount of rent an
LIMTC property may charge tenants, the utility allowance is subtracted from the
maximum rent limit applicable to the particular household. The Intemal Revenue
Service requires that utility allowances be set according to 26 C.F.R.1.42-10 (April 24,
1994), effective May 2, 1994, and amended on July 29, 2008. Please read these
regulations carefully.

1. Where to Obtain Utility Allowances

a. USDA Rural Housing Service (RHS) financed projects, or units with
tenants receiving RHS assislance, must use the RHS utility allowance.

b. HUD regulated buildings must use the HUD utility allowance (project
based HUD financing).

¢. Any individual apartments occupied by residents who receive HUD
assistance (Section 8 Exisling, elc.), must use the HUD utility allowance
from the Public Housing Authority (PHA) administering the assistance.
As of May 2, 1994, the PHA utility allowance would only need to be used
for the specific apartment the PHA resident occupied. Check to find oul
who administers the local Section 8 Existing Housing Program; it may be
the city ar county HRA/PHA.

d. For Section 42 buildings without RHS or HUD assislance, the [ollowing
options may be used:

1. A PHA utility allowance from the local housing authority
administering section 8 vouchers.

2. A utlity company estimate. Any interested party (including a low-
income tenant, a building owner, or an agency) may request the
utility company estimation of utility consumption in the building's
geographic arca. The estimate is obtained when the interested party
receives, in writing, information from a local utilily company
providing the estimated cost of that utility for a unit of similar size
and consltruction for thal geographic area. Costs incurred in
obtaining the estimate are borne by the iniliating party. The party
that obtains the local utility company estimate must retain the
original of the utility company estimate and must furnish a copy to
the owner and the monitoring agency. The owner of the building
must make copies available to all tenants in the building. In the case
of deregulated utility services, the interested party is required to
obtain an estimate only from one ulility company even if multiple
companies can provide the same utility service to a unit. However,
the utility company must offer utility services to the building in
order for that company’s rates to be used. The estimate should
include all component deregulated charges for providing the utility
service.

3. An “Agency Estimate” based on actual ukility usage data and rates
for the building. See Sec. 2, Owner's Average of Actual Consumption
Utility Allowance Procedures for instructions.

4. A HUD Utility Schedule Model. This model can be found on HUD's
website at www.huduser.org/ datasets/lihte.himl, or successor URL.
Utility rates using the HUD utility model must be no older than the
rates in place 60 days prior to the effective dale of the utility
allowance.

5. An Energy Consumption Model using an-energy and water and
sewage consumplion and analysis model. The model must at a
minimum take into account specific factors including, but not
limited to, unit size, building orientation, design and malerials,
mechanical systems, appliances, and characteristics of the building
location. The utility consumption estimates must be calculated by a
properly licensed engineer. The engineer and building owner must
not be related within the meaning of IRC section 267(b) or 707(b), to
which the engineer and building owner must certify. The owner and
engineer must also certify that the model complies with the
minimum requirements described above. Use of the energy
consumption model is limited to a building’s consumption data and
local rates for the 12 month period ending no earlier than 60 days

~prior to the effective date of the utility allowance. In the case of new: -
buildings with less than 12 months of consumption data, 12 months
of data can be used for units of similar size and construction in the
geographic area.

‘With the exception of HUD and RD-regulated properties, owners
may combine any methodology for each utility service type (electric,
water gas etc.) For example, if residents are responsible for electricity
and water, an owner may use the appropriate PHA allowance to
determine the water portion of the allowance and use the Owner's
Average of Actual Consumplion to delermine the electric portion of
the allowance. Be advised, however, that the effective date of the
PHA allowance will-likely be different than the Owner's Average of
Actual Consumplion resulling in adjustments to utility allowances
and, patentially, rents multiple times during the year,

Failure to maintain or prondc the Utility Allowance and supporting
documentation lly is c idered noncomy e; without
proof of the amount of the allowance, there is no way to correctly
compute the rent In addition, an incorrect utility allowance
calculation may result in noncompliance for rents that exceed the tax

credit rent limits. -

1t is the owner's responsibility to contact the appropriate organization to
request current utility allowance information. PRHEA does not collect or
maintain the various utility allowances. Unless otherwise' provided for

Campliance Mouitcring Plan Revised Noveuber 2013 Page 29

Compliance Monitoring Plan Revised November 2013 Page 30



Compliance Monitoring Plan

Compliance Monitoring Plan

above, any cosls incurred in obtaining a ultility allowance are the .
responsibility of the owner.

Utility allowances and supporting documentation for option d above
must be submitted to PRHFA at the beginning of the 90-day period
before utility allowances can be used in determining the gross rent.
This includes the Utility Allowance Information form PRHFA-12,
which shows the totals for each building and unit size, all source

documentation used to calculate the allowances, and the signed and Example -

dated Utility Allowance Certification PRHFA-124, The effective date
of the utility allowance shown on PRHFA-12 must be no later than
60 days after the rates used in the supporting documentation.

The owner must maintain and make the data upon which the utility
allowance schedule is calculated available for inspection by the
tenants. Records shall be made available at the resident manager's
office during reasonable business hours or, if there is no resident
manager, at the dwelling unit of the tenant at the convenience of
both the apartment owner and tenant [f utility company estimates,
the HUD Utility Schedule Model, or an energy consumption model
are used at a project, the proposed utility allowance must be made
available to tenants no-later than 90 days before the effective date.

Rents may need to be adjusted twice in a year because the release of Eample
median income figures and utility estimales may occur at different

times. Any increase in the utility allowance may cause gross rent to

exceed the limit. For example, assume the rent charged on an

apartment is at the maximum allowable rent; if the $50 utility

allowance is increased to $60, the rent paid by the lenant must be

lowered by $10 in order to remain below the rent limit. The new =
utility allowance must be implemented within 90 days of the

effective date and is valid for one year. Any change to resident paid

rent must be in conformance with respective resident leases.

2. Owner's Average of Actual Consumption Utility Allowance Procedures ) L]

» Allowances must be based on the most recent 12-month period available
(most recent month must be no older than 60 days from the effective &
date).
» Sampling must include a bwelve month history of occupied low-income
units. Units that were vacant for 2 weeks or more in any given month
may-not be included in the calculation.
s Sampling must be representative of all buildings of similar type (i.e.,
separate allowances are required for apartments vs. townhouses and for
single family dwellings) and of each bedroom size, Sampling must not 2
contain a disproportionate number of small households vs. larger and fo
the extent possible must represent a variety of household sizes.

Properties with less than 50 low-income unils must use sampling by
mpechve bedroom size as follows:
If 16 units or more, include 50% of the units, Sampling does not
need to include more than 16 total units;
o If less than 16 units but more than 6, include 75% of the units.
Sampling does not need to include more than 8 fotal units;
e If 6 or less units, Include all of the units,

less than 50 low-income units (always round up to a whole unit):

Bedroom |[1BR | Sample | 2BR | Sample | 3BR | Sample
Size .
#ofunits |- 20 10 15 8 6 6

Properties with 50 or more low-income units must use sampling by

respective bedroom size as follows:

+ 1f30 units or more, include 50% of the units. Sampling does not need
to include more than 30 total units;

¢ If less than 30 units but more. than 10, include 75% of the units.
Sampling does notneed to include more than 15 fotal units;

+ 1f10 units or less, include all of the units.

- more than 50 low-income units (always round up to a-whole unit):

Bedroom | 1BR | Sample | 2BR | Sample | 3BR | Sample
Size

#ofunits | 90 - 30 29 15 10 10

The local ulility provider may provide actual consumption records;
however the print out must include the name of the provider. It may be
necessary to obtain the resident’s permission when requesting
consumption records from local utility providers. A form of release can
be found in the UA Sample Average of Actual Consumption excel file.
Monthly utility billings received by tenants are acceptable. When copies
of actual utility bills are used, the provider’s name, unit number and
resident’s name must be visible on the billing.

Monthly actual usage must be categorized by utility type (gas, oil, LP,
electric, water, etc.), by unit size (1BR, 2BR, etc., regardless of differences
in amenities such as additional bath or den, or square footage) and
itemized by unit number in a spreadsheet which calculates an average
utilify allowance per unit size and includes all taxes and fees for which
residents are responsible. This calculation must be consistent with the
PRHFA UA Sample Average of Actual Consumption excel file.

Averages ending in cents must be rounded up to the next whole dollar.
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e The average for each unit size and each type of utility must be entered
onto form PRHFA-12, Utility Allowance Information, Separate forms
PRHFA-12 must be completed for different buildings if they contain
different unit types or utility types (i.e,, heat source in one building is
gas and in another building is electric, and/or property contains both
apartments and townhomes).

* The completed documentation must be submilted to PRHFA for review
and approval prior to implementation. PREFA will base its review and
decision for approval or non-approval on a random sampling of
information provided. Approval of the utility allowance does not
conslitule a guarantee that the utility allowance is absolutely correct. If
atany time itis determined that a utility allowance has been understated
and, therefore, some or all of the units are not rent restricted under
section 42(g)(2), then PRHEA must report the noncompliance to the IRS
on form 8823,

Owners must collect actual consumption records and conduct the analysis using
the methodology above and determine a new utility allowance annually. The
Utility Allowance Certification, spreadsheet and PRHFA-12 must be updated ne
later than the anniversary of the effective date. Changes must be implemented
no later than 90 days after the effective date, Any adjustment to rent must be in
accordance with the respactive lease agreement. ¥

Qtuoners using this methodology to calculate the utility allowance should be aware of the
risk with any variation from section 1.42-10. This methedology to caladate allowances
has not been approved by the IRS.

Note: Pursuant to Treas. Reg. 1.42-10, unils occupied by households with
Section 8 Housing Choice Voucher or PRHFA rental assistance must use the
utility allowance required by the applicable rental assistance program.

. Updating Utility Allowances

Utility allowances must be updated at least annually to ensure that the tenant's
gross monthly rent does not exceed the LIHTC gross rent limits. The utility
allowance regulations require that new ulility allowances be used to compute rents
that are due 90 days after the effective dates of the new allowance. The property
owner or manager may choose to verify utility allowances with each initial move-in
or re-certification.

. Noncompliance

Noncompliance with the utility allowance requirements will be reporled lo the IRS
through the issuance of Form 8823 Report of Noncompliance or Building
Disposition under category 11m, Owner did not properly calculate utility
allowance,

F. Income Cerlification

Tenant eligibility is determined at the ime of move-in certification. Before a household
takes occupancy, the owner shall verify all income, household characteristics, and any
circumstances that may affect eligibility and compliance with the LIHTC requirements.
The detailed procedures are included in Appendix A “Income Verification
Recquir ts and Procedures” and Appendix D “Element of Annual Income”.

. Tenant Income Certification

After all the income and asset information has been obtained and computed, the
management personnel must prepare a Tenant Income Certification (PRHEA-02). The
form is a legal document which, when fully executed, satisfies the income certification
requirement of the Code. The completed form and lease agreement must be executed
by all adult household members before they move in. A unit may not be counled as a
set-aside unit unless the houschold has been properly certified. The following
guidelines for cerlifying household income apply:

1. Management should instruct all adult household members (18 years or older) to
sign the TIC exactly as the name appears on the form.

2. The Tenant-Income Certification should-be executed. on-or-before-the-date of
move-in.

3. No one may live in a designated unit in the development unless he/she is
income certified and under lease. THERE ARE NO PERMISSIBLE
EXCEPTIONS TO THIS RULE.

4. Tenant Income Certification forms must also be executed (signed and dated) by
the Owner or Owner's represenlative.

When properly executed, the RIS 1944-8 form (Tenant Income Certification) may also
be used to document projected income for tax credit certifications; an executed Tenant
Income Certification is not required. Management must be aware that various low-
income housing programs define income differently so, if the RHS 1944-8 certification
form is used, it should contain all information necessary to calculate household income

. as defined under the LIHTC rules,

. Tenant's File Minimum Requirements

Each initial certification and first annual recertification must include the following
supporting documentation for each adult (18 years or older) in the family composition
in order to validate the household qualification with the LIHTC Program:

1. Residency Application signed by the tenant,
2. Applicable income evidence as described in Appendix A,
3. ASUME certification or negaltive certification,
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Unemployment benefit certification or negative certification,
Nutritional assistance certification or negative certification,
Economic assistance certification or negative cerlification,

CRIM Certification or Negative CRIM Certification,

Asset certification signed by the tenants,

. Student certification or negative certification,

10. Lease contract signed by the tenants and the owner's representative
11. Household Questionaire (PRHFA-09)

PN

0

Note: Electronic certifications obtained from the web page of the government of Puerto
Rico to comply with items 3 to 7 above must include the electronic validation form
attached to the respective certifications.

Corrections to Documents

At times it is necessary lo make corrections or changes to documents used for the Tax
Credit Program. A document with correction liquid (“white-out”) and with crossed
out information will not be acepted by PRHEA. In order to make a correction PRHEA
will now require that the owner/administrator must prepare a worksheet or statement
that includes an explanation of the error or changes and the proposed correction. This
waorksheet or stalement must be signed and daled by the administrator and included in
the tenan’s file.

Examples of Program documentation include, but not limited to, tenant leases, tenant
certifications and/ or any other required form.

Income Certifications Where Owner Acquires or Rehabilitates Existing Building

For households occupying a unit at the time of acquisition by the owner, the initial
tenant income certification is completed within 120 days from the date of acquisition
using the income limils in effect on the day of acquisition. The effective date of the
tenant income certification is the date of acquisition since there is no move-in date.

In the event that the household occupies a unit at the time of acquisition, but the tenant
income certification is completed more than 120 days after the date of acquisition, the
household is trealed as a new move-in. Owners use the income limits in effect at the
time of the tenant income certification and the effective date is the date the last adult
member of the household signed the certification (this is an exception to the general
rule for effective dates because there is no move-in date), In addition, the owner or
manager must complete a new initial lease contract that meets the criteria of the LIHTC
Program (refer to item C. Minimum Lease Requirements above ).

‘When the houschold moves into a unit after the building is acquired but before the
beginning of the first year of the compliance period, the tenant income certification is
completed using the income limits in effect at the time of the certification and the
effective date is the date the household moves into the unit.

Compliance MonitoriniPlan
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K. Available Unit Rule

Following initial certification, an eligible household’s income can increase to 140% of
the maximum income level. A household whose income exceeds the maximum income
level by more than 140% (an “over-income” household) will remain in compliance as
long as the unit continues to be rent restricted and the next available unit or any
available unit of comparable or smaller size in the same building is rented to an eligible
household at the qualifying rent. The owner must continue to rent any available
comparable unit to a qualified household until the percentage of low-income units in a
building (excluding the over-income units) is equal to the percentage of low-income
units on which the credit is based. At that point, failure to maintain the over-income
units as low-income units has no immediate significance.

If any comparable unit that is available or that subsequently becomes available is
rented to a nonqualified household, all over-income units for which the available unit
was a comparable unit within the same building lose their status as LIHTC units; thus,
comparably sized or larger over-income units would lose their status as LIHTC units,
A comparable unit must be measured by the same method the taxpayer used to
determine qualified basis for the credit year in which the comparable unit became
available (i.e., floor space fraction or unit fraction). A unit that is no longer available for
rent due-to-a reservation-that is binding under-local-law-is not an-“available unit” for
purposes of this rule.

Vacant Unit Rule

As part of the requizements for the annual certification, Treas. Reg. §1.42-5(c)(1)(ix)
states, “If a low-income unit in the project became vacant during the year, that
reasonable atiempts were or are being made to rent that unit or the next available unit
of comparable or smaller size to tenants having a qualifying income before any units in
the project were or will be rented to tenants not having a qualifying income.”

As long as reasonable attempts are being made to rent to qualified low income
households, vacant LIHTC units will continue to be included as qualified low-income
units for purposes of determining the minimum set-aside (IRC §42(g)(1)) and
calculating the applicable fraction (IRC §42(c)(1)(B)).

If the vacant unit rule is violated, all vacant units previously occupied by qualified
households lose their low-income status.and are not considered qualified units.

M. .Physical Requirements of Qualified Units, Suitable for Occupancy

Qualified units rented to, or reserved for, eligible tenants:

* Must have substantially the same equipment and amenities (excluding luxury
_ amenities) as other unils in the Project;

* Must be substantially the same size as other units in the Project; and

« Cannot be geographically segregated from other units in the Project.
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The low-income unils must be suitable for occupancy under Uniform Physical
Conditions Standards and local health, safety and building codes. Units that are not
suitable for occupancy, including previously qualified low-income units being
rehabilitated in the first year of the credit period, are considered “out of compliance™.
The noncompliance is corrected when the unit is again suitable for occupancy, and the
unit’s character will be determined based on the household that occupied the unit
immediately preceding the rehabilitation. This reduction in eligible basis need not
occur if an election is made to exclude such excess costs pursuant to Section 42(d)(3) of
the Cade.

. Discrimination Prohibited in Project

The Tax Credit developments are subject to Title VIII of the Civil Rights Act of 1968,
also known as the Fair Housing Act. The Fair Housing Act ( 42 US.C. sections 3601
through 3619) prohibits discrimination in the sale, rental and financing of dwellings
based on race, color, religion, sex, national origin, familial status, and disability.

It also mandates specific design and construction requirements for multifamily housing
built for first occupancy after March 13, 1991, in order to provide accessible housing for
individuals with disabilities. The failure of Tax Credit properties to comply with the

—requirements-of the Fair Housing-Actwill result in the denial of the Tax Credit on-a-per —

unit basis.

The IRS, HUD and the Department of Justice entered into a Memorandum of
Understanding (MOU) in a cooperative effort to promole enhanced compliance with
the Fair Housing Act for the benefit of residents of LIHTC properties and the general
public, Key points of the MOU include coordinated procedures for notifying the state
agencies and IRS of charges, lawsuits or other actions under the Fair Housing Act
invelving an LIHTC property.

PRHFA is responsible for reporting their receipt of notification of administrative and
legal action by HUD and the Department of Justice as outlined in the MOU. PRHFA
will file a Form 8823 with the IRSmoting the potential Fair Housing violation. PRHFA

will also report potential Fair Housing Act violations discovered during compliance”

monitoring activities lo the applicable HUD Regional Office or other fair housing
enforcement agencies, as appropriate. >

. General Public Use

The tax credit properties are otherwise available to the general public, Under Treas.
Reg. 1.42-9(b) if a residential unit is provided only for a member of a social
organization or provided by an employer for its employees, the unit is not for use by
the general public and is not eligible for credit under Section 42. Residential rental
units cither designated for a single occupational group, or through a preference for an
occupational group, also violate the general public use requirements.

P

Note that the General Public Use Rule was clarified on July 30, 2008 to allow occupancy
restrictions or preferences that favor tenants 1) with special needs, 2) who are members
of a specified group under a federal or state program or policy that supports housing
for such specified group, or 3) who are involved in artistic or literary activities,

Students

Owners should verify student status (Form PRHFA-10) at the time households initially
move into low income units, As with the initial income certification, the verification
can be completed within 120 days before, and is effective as of, the day the household
actually moves into the unit.

The owner should also complete student status verifications for each low-income
Tousehold within 120 days before the anniversary of the effective date of the original
student verification. For mixed-used projects, the student status verification can be
combined with the tenant income recertification.

Acceptable methods of verification include third party verifications, oral statements, or
review of documents submitted by the student. A household comprised entirely of
students, whether full or part-time, must complete the Verificaion of Student Status
Form PRHFA-04, upon application/ certification or re-certification.

Full-time studentis defined-as: “an-individual who during each of 5 calendar months
during the calendar year in which the taxable year of the taxpayer begins

a. is a full-time student at an educational organization described in Section
170(b)(1)(A)(ii) of the IRS Code; or

b. is pursuing a full-ime course of institutional on-farm training under the
supervision of an accredited agent of the educational organization described
in Section 170(b)(1)(A)({i) of the IRS Code or of a State or political
subdivision of a State.” (Reg. 1.151-3(b)).

Part-time students are not "students" for this section and their eligibility is not subject
to special restrictions. Under Section 42 Regulations, most households where all of the
members are full-time students are not eligible terants-and units occupied by these
houscholds may not be counted as LIHTC units. (See IRS Code Section 151(c)(4) for
student definition),

There are five exceptions to the limitation on households where all members are full-
time students, Full-time student households that are income eligible and satisfy one or
more of the following conditions can be considered to be eligible. Third party
verifications must be obtained 'to support the student status and the applicable
exception (s). .

1. Students are married and entitled to file a joint tax return;

2. The household censists of a single parent with child(ren) and the parent is
not a dependent of someone else, and the child(ren) is/are not
dependent(s) of someone other than a parent;
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3. Atleast one member of the household receives assistance under Title IV of
the Social Security Act (formerly Aid to Families with Dependent Children
-AFDC), now known as Temporary Assistance for Needy Families
(TANE),

4. Atleast one member of the household participales in a program receiving
assistance under the Job Training Partership Act (JTPA) or other similar
federal, state, or local laws™*.; or

5. Atleast one member of the household was previously in foster care***,

“The JTPA program was repealed in 1998, and replaced with the Workforce
Investment Act (WIA). WIA, and JTPA when it existed, funds programs such as adult
literacy, English as a second language, General Education Diploma (GED) courses,
vocational services for the blind, employment and training programs for Native
Americans and migrant and seasonal farmworkers, job corps, veterans employment
programs, summer youth employment and training, employment and training for
dislocated workers and displaced homemakers, etc. Students in those programs are
eligible for the JTPA exemption provided the school or community education dept.,
verifies that the applicant/resident is a participant in a program similar to those
funded under JTPA or WIA.

An applicant claiming any of the exceptions must provide documentation o prove that
status, —The-required-documentation-to-support each-of the full time-student rule
exceptions are detailed in Appendix C.

If any applicant (in a household consisting entirely of full-time students) cannot claim
one of the exceptions, housing in a Section 42 apartment must be denied.

. Loss of Eligibility Upon Becoming a Full-Time Student

If a previously qualified Tax Credit resident becomes a full-time student and intends to
continue living in a Section 42 apartment, he/she must meet at least one of the above
criteria and be able to prove such status. Under current legal interpretations of federal
LIHTC regulations and requircments, the "next available unit® rule that applies to
LIHTC units with tenants that are no longer income eligible does not-apply to student
households that qualify under one of the exceptions above and later ceases to qualify,
Unlike changes in income, it appears that a unit occupied by a student household that
no longer meets one of the above exceptions ceases to count as a LIHTC ynit
immediately.

1f a building owner or rental agent has questions as to the occupancy of students, they
should seek legal assistance since the IRS has not published guidance on the
interpretation of this part of the LIHTC rules.
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R. Section 8 and Rural Development Rents

Section B - Subsidy payments to an owner under various HUD Section 8 programs or
any other comparable program are excluded and nol considered in determining gross
rent Only the tenant's portion of the rent payment is considered in determining if the
rent exceeds the gross rent maximum for the county. Sec. 42(0)(2)(B)(i).

Example 1: Household Portion of Rent is Below Limit

A Section 8 household moved into a unit on February 1, 2005; the maximum
LIHTC gross rent is $450 and market rate is $650. Household pays $200 and the
assistance pays $450; the total rent is 650, There is no noncompliance since the
household portion of rent is below the maximum LIHTC rent allowed.
The portion of the rent paid by Section 8 tenants can exceed the LIHTC rent ceiling as
long as the owner receives a Section 8 assistance payment on behalf of the resident. If
no subsidy is provided, the tenant may not pay more than the LTHTC rent ceiling.

Example 2: Tenant's Portion of Rent Exceeds Rent Limit

A Section 8 household with an annual income of $18,000 applies for an LIHTC
unit for which the rent is restricted to $500 and for which the market rate rent is

— $750.-Assistance-will-pay-a-maximum-of-$500,-and- the-applicant’s portion-is
$600 (40 pezcent of income). Since the applicant is required to pay $600, Section
8 will pay $150. There is no noncompliance.

This example reflects HUD's requirement under the Section 8 housing choice
program. The family share may not exceed 40 percent of the family’s share
monthly adjusted income when the family initially moves into the unit or signs
the first assisted lease for a unit.

With the passage of the Omnibus Budget Reconciliation Act of 1993, owners are
prohibited from refusing to lease to a prospective tenant based solely on the fact that
the applicant holds a Section 8 rental voucher or certificate.

Rural Development - Originally, the rent restrictions for projects with Rural
Development assistance were computed using the general rules for LIHTC housing,
Beginning in 1991, however, gross rent does not include any rental payment fo the
owner of the unit to the extent such owner pays an equivalent amount to the USDA
Rural Housing Service under Section 515 of the Housing Act of 1949, See IRC §42
()2)(B)(iv).

In other words, as long as the owner pays Rural Development the rent amount over the
limit (all of the overage) that unit is in compliance,
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Example 1. Rent Above Limit (Owner Pays Rural Development, formerly
known as FMHA)

Assume a 1991 credit allocation to a property with Rural Development

assistance. The maximum gross LIHTC rent is $500 and the houschold's

calculated rent under Rural Development regulations is $650, which the owner
charges. The owner provides documentation that the $150 above the tax credit
maximum has been remitted directly to Rural Development. There is no
noncompliance.

5. Annual Recertification

The annual re-certification shall be complied with a procedure detailed in Appendix B.
The PRHFA requires an annual re-cerlification of lenant income in 100 percent Tax
Credit projects. An Annual Re-certification Waiver is not an option at this time.

*Note: For lax years ending after July 30, 2008, if all the low-income buildings in the
project are 100% low income buildings, owners are not required to complete annual
tenant income re-certifications,

. Tenant Transfers

Same Building - When a current LIHTC household moves to a different unit within
the same building, the newly occupied unit adopts the status of the vacated unit.
Thus, if a current houschold, whose income exceeds the applicable income
limitation moves from an over-income unit to a vacant unit in the same building,
the newly occupied unit is treated as an over-income unit. The vacated unit
assumes the status the newly occupied unit had immediately beflore it was occupied
by the current resident.

The owner or manager must prepare or print from the system a Unit Transfer Form
to be included in the tenant file as evidence of the transfer from one unit to another.

Different Building - When a household whose income is no greater than 140% of
the income limit moves to a low income unit in a diffevent building within the
project during any year of the 15-year credit period, the vacated unit assumes the
status the newly occupied unit had immediately before it was occupied by the
current resident. If a household whose income exceeds 140% of the applicable
income limit wishes to move to a different building, the newly occupied unit will be
treated as a non-qualifying unit Mixed income properties can rely on the most
recent income certification. Properties that are exempt from income recertification
requirements must perform an income recertification prior to the unit transfer to
assess whether household income exceeds 140% of the income limit.

Note that IRS considers buildings that are not part of a multiple building project as
separate projects. Therefore, transfers between buildings that are not part of a
multiple building project will be considered a move-out and in order to treat the
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newly occupied unit as a qualified tax credit unit the household must meet initial
eligibility requirements. Owners make the election for multiple building projects on
Part 11, line 8b of IRS form 8609. Until PRHFA becomes aware of an owner's
election, for purposes of unit transfers, PRHFA will treat the property as if all
buildings are not part of a multiple building project.

. Office in the Home

‘A low-income lenant may use a portion of a low-income unit exclusively and on a
regular basis as a principal place of business, and claim the associated expenses as lax
deductions, as long as the unit is the tenant’s primary residence. If the tenant is
providing daycare services, the tenant must have applied for (and not have been
rejected), be granted (and still have in effect), or be exempt from having a license,
certification, registration, or approval as a daycare facility or home under slale law.

A tax return must be filed for all self-employed individuals who operate sole
proprictorship business, regardless of whether the taxpayer is reporting a profit or a
loss.

. Common Area/Space

Eligible basis may-include the cost of facilities for tenant use and other amenities that
are considered common areas. Tenant facilities, such as swimming pools, parking
areas, and other recreational facilities may be included in basis. Common areas can
only be counted for tax credits if they are available to all residents on a
nondiscriminatory basis. Therefore, no separate fees can be charged (to any tenant
whether fax credit or market rate) for these amenities if they were included in basis,
Changes in common area uses may be a violation of the Declaration of Land Use
Restrictive Covenants.

. Supportive Services

Mandatory fees for supportive services (transportation, housekeeping, elc.) must be
included in the gross rent calculation. However, if the fee is optional or paid by an
outside agency, it should not be included in gross rent. Owners cannot prevent a
household from contracting privately for services including medical nor can an owner
require “capacity for independent living”. This is a violation of Fair Housing.

Allowable Fees and Charges

Application fees may be charged to cover the actual cost of checking a prospective
tenant’s income, credit history, and landlord references. The fee is limited Lo recover of
the actual out-of-pocket costs of checking applicants qualifications of the property.
Customary fees, normally charged, such as damage deposits and pet deposits are

issible. However, an eligible applicant or tenant cannot be charged a fee for the
work involved in completing the additional forms or documentation required, such as
the TIC.
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Please note, as stated above, resident facilities (i.e. parking, garages, swimming pools,
etc.), where included in eligible basis, they must be made available to all residents on a
comparable basis and a separate fee cannot be charged for their use, Charges for non-
optional services such as a washer and/or dryer hookup and built in storage sheds or
lockers (paid month to month or in a single payment) must always be included within
the gross rent. In addition, IRS clarified that month-to-month lease fees and mandatory
renter’s insurance are considered rent. The fees are allowable, but the gross renl must
include these amounts and must be below the applicable tax credit limit. When
completing the TIC, this amount must be included with tenanl paid rent.

Decorating fees or fees for preparing for occupancy must not be charged; owners are
responsible for physically maintaining units in a manner suitable for occupancy.

Compliance Monitoring Plan
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V. Combining LIHTC with Other Programs

A, Multifamily Tax-Exempt Bonds Projects

PRHFA will monitor developments that received an allocation through the issuance of
Lax-exempt bonds. Tax-exempt bond developments must comply with the same IRS
requirements and LIHTC compliance monitoring procedures as non-tax exempt bond
developments.

The property must then maintain compliance with both the tax-exempt bond rules and
the tax credit program. While certain rules overlap, such as the property meeling either
the 40/60 or 20/50 test, the rules do not exactly match, and the Owner is responsible
for being aware of and complying with both sets of requirements. Usually, there will be
two separate Regulatory Agreements filed against the property, one for the bond
requirements and one for the tax credit requirements.

Properties financed with tax-exempt bonds may obtain an allocation of tax credits

without going through the competitive tax credit allocation process, Owners must still

submit a tax credit application to PRHFA and meet threshold criteria and score the

minimum points prior to an allocation of credits. The property owner will also be

required to record the Declaration of Land Use Restrictive Covenants or extended use
agreement on the property.

Tax-exempt bond financed residential properties must meet the same 40/60 or 20/50
income requirement as is required for tax credit properties. However, the bond
financing does not require rent restricions — it only requires that the affordable
Households be income-certified. However, rents must be restricted for all units on
which tax credits are claimed. The rules for determining income are the same for both
programs. The primary difference is that compliance with tax-exempt bond
requirements is determined property-wide, while federal tax credit requirements are
determined building by-building. Owners must comply with both sets of requirements,
which may result in maintaining more affordable units than originally planned in order
to maintain compliance with both programs. In addition, the Available Unit Rule is
applied property-wide for bond compliance whereas it is applied on a building-by-
building basis for tax credit compliance. Bond-financed properties with tax credits
must maintain compliance with both Available Unit Rules.

Many bond-financed properties are mixed income and many of the more complicated
tax credit rules will apply to these properties. It is strongly recommended that a
management plan, ineluding detailed strategies for lease-up, filling vacancies and
addressing over-income units on recertification, be developed with the advice of
qualified tax credit advisors. Properties with tax-exempt bond financing have
additional requirements that must be met.
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-Some of the minimum requirements are:

1.

W

o

Meet the selecled federal set-aside (20/50 or 40/60) at ‘bond closing on
acquisition/rehabilitation properties.

For new construction, report monthly beginning at 10% occupancy. Continue to
report monthly during lease-up Lo the bond holder until the later of all buildings
is placed in service or the property is 90%leased/rented.

. At 90% rent-up, report annually to the bond issuer or trustee.
. Follow same tax credit reporting requirements after buildings are placed in

service.

Property must meet all selected bond set-asides. Dond set-asides are income
restricted only, tax credit set-asides are income and rent restricted.

The most restricted set-aside (either federal or state) should always be used.
Issues of non-compliance for bond requirements are reported to the bond trustee
rather than the IRS,

- Bond documents and bond regulatory agreements should be obtained for the

management agent for all requirements.
Owners will provide reporting requirements to the bond issuer and/or bond
trustee.

B. Compliance Requirements for TCAP and TCEF Projects

The American Recovery and Reinvestment Act (Recovery Act), which was signed by

President Obama in 2009, was designated to assist troubled LIHTC projects struggling
to find a tax credit investor; these funds were distributed through the Tax Credit
Assistance Program (TCAP) and Tax Credit Exchange Program (TCEF). The Recovery
Act requires state housing credit agencies to perform assetmanagement functions to
ensure compliance with Section 42 of the Internal Revenue Code and the long term
viability of such projects. To ensure the long term viability of these projects, financial
evaluation is critical; PRHFA is a LIHTC allocating agency, HOME Participating
Jurisdiction (P]) and TCEP/TCAP grantee, which needs to make sure that awarded
projects, will be financially viable throughout the project restriction periods.

1. Asset Management Plan

The Asset Management Plan was submitted to and approved by the US
Department of Housing and Urban Development (HUD). This plan has been
incorporated for TCEP projects, which funds were received through the US
Department of Treasury, in accordance with their respective agreements and the
Recovery Act. Project owners and administrators must comply with the Plan
and act in accordance with these arrangements. To enable its compliance,
PRHFA is currently undergoing the development of an integrated system called
Asset Management System (AMS), It will serve as the vehicle for project owners
to submit the required information in accordance with-such Plan.
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Properties which received Recovery Act funds are required to comply with all
requirements of Section 42. Owners/managers should reference to the
aforementioned LIHTC Compliance Monitoring Manual for guidance on
requirements not contained in this section. Likewise, projects wihich also
received HOME funds must ensure compliance with the applicable rules and
regulations as explained in the former section.

Compliance Period

Properties using Recovery Act funds are subject to the terms of the Campliance
Period as defined in this manual. To enforce the Recovery Act requirements
throughout the Compliance Period, a restrictive covenant (Land Use Restriction
Agreement ("LURA") and/or Regulatory Agreement) is filed with the Recorder
of Deeds in the county in which the property is located.

3. Reserve and Escrow Accounts

a. Asset Management Fee

PRHFA is required to ensure the long-term viability of properties developed
using Recovery Act funds. PRHFA is authorized to callect a reasonable fee
from- fund recipients-to-cover expenses-associated with-the performance of
its asset management duties.

Property owners must pay to PRHFA an annual Asset Management Fee of
$90.00 for each unit contained in each building. The annual Asset
Management Fee must be submitted by June 30th of each year.

The PRHFA reserves the right to make adjustments in the amount of the
annual compliance monitoring fee as it deems necessary to defray the cost of
compliance monitoring,.

b. Operating Reserve
Operating Reserve accounts are used to cover operational expenses that
cannot be paid for by the property. Properties must be able to show need
(i.e., operating shortfall) before operaling reserves can be used.
PRHFA will monitor all operating reserve release requests.

c. Replacement Reserve
Replacement Reserve account is used (o help ensure that the physical life of
the buildings and structures will extend through the economic life of the

property. Properties must be able to show need before replacement reserves
can be used. PRHFA will monitor all replacement reserve release requests.
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4. On-site Physical Inspections and Resident File Reviews

PRHFA will conduct the first year physical inspection and compliance review in
accordance with Section 42 requirements for all Recovery Act projects. Likewise,
the Authority will conduct a file review (similar to Management Occupancy
Reviews (MORs)) cach year for the first three years beginning after the initial
review. The guidelines PRIIFA will follow when performing such
inspections/reviews on Recovery Act properties are similar to those
inspection/ review guidelines set forth in the LIHTC Compliance Manual.

5. Reporting

PRHFA requires all TCAP/TCEP properties to submit quarterly occupancy
reports through our Certification Online System (COL). Properties will have 15
days after the end of each quarter to submit that quarter occupancy statistics
(e.g., December occupancy reports should be received no later than January 15).
Each management company is responsible for the data input through COL and
the accuracy of all information on COL. The PRHFA is not responsible for
computer input discrepancies, Failure to submit occupancy information will
restilt in PRHFA automatically placing the property in nancompliance status.

6. Budgets

PRHFA requires all properties to submit annual budget information. PRAFA
requires all budgets to include the following information: "Statement of
Profit/Loss” from the previous year audit; "Current Fiscal Year Expenses to
Date”; and "Budget for the Next Fiscal Year”, Significant variances will be
analyzed and will require the property to provide appropriate explanation. All
explanations are analyzed by PRHEA for reasonableness. Properties have until
November 15th of each year to submit the budget. Failure to submit financial
information will result in PRHFA placing the property in noncompliance status.

7. Financial Statements
a. Quarterly

PRHFA requires all properties to submit quarterly financial statement
information. Information is analyzed by PRHFA on a quarterly basis.
Variance analysis is performed to isolate quarterly discrepancies from the
property’s approved budget. Properties have until the 25th day of each
quarter to submit the previous period’s financial information. :

b. Annually
At year-end, PRHFA requires audited financial statements. Properties have

until March 31st of each year to submit audited financial statements, Annual
financial staterents must be prepared according to Government Auditing
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Standards. Government Auditing Standards require the auditor to report on
internal control, submit a schedule of question costs and report on prior
year findings. Failure to submit financial statement information will result
in PRHFA placing the property in noncompliance status.

8. Other Reporting Requirements
In addition to the reporting requirements set forth above, owners must also

comply with all reporting requirements set forth in the LIHTC Compliance
Manual.

C. HOME Investment Partnerships Program

On November 28, 199, the Cranston-Gonzalez National Affordable Housing Act
enacled into law the HOME Investment Partnerships (FIOME) program. The HOME
program is a formula-based housing block grant program, which provides states and
local governments the flexibility to fund a wide range of affordable housing activities.
HOME addresses diverse local housing needs through moderate and substantial
rehabilitation, mew construction, tenant-based rental assistance and other related
activities.

All HOME funds must benefit persons below 80 percent of area- median income: In-the
case of rental projects, at least 90 percent of HOME funds must serve households with
incomes below 60 percent of the median income limit. To use HOME funds, states and
local governments are required to match federal HOME amounts using state and local
resources. There is a 25 percent local match for all projects. HOME also attempts to
promote and expand nonprofit housing activities by setting aside, at a minimum, 15
percent of each community’s HOME allocation for investment in housing that is
owned, sponsored or developed by nonprofit entities called Community Housing
Development Organizations or what are referred to as CHDO's. In many cases for
LIHTC properties, HOME is now being used for GAP financing, part of an already
complicated layering of funding sources.

Basically, the HOME program and the LIHTC program work hand in hand. As with
the LIHTC program, the determination of income should be consistent with Section 8 of
the United States Housing Act of 1937. This includes the definition of income,
verification and documentation procedures, and certification requirements, However,
there are two important requirements when mixing LIHTC and HOME funds that must
be considered: income and rent.

* Income Requirements

HOME rules are very specific about who can occupy HOME-assisted units, Two
constraints restrict occupancy:

The program fund rule requires that not less than 90 percent of the HOME funds
invested in renlal projects in a fiscal year must be invested in units occupied by
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families whose income does not exceed 60 percent of the area median income limit
at the time of eccupancy. The remaining portion must benefit families below 80
percent of median. When LIHTC projects are 100 percent low-income, the program
fund rule is automatically met. However, for mixed-income projects, when HOME
funds are invested in the property, would require at least 90 percent of the units
rented to households at 60 percent of median or below.

The project rule requires that for rental housing, upon initial occupancy: at least
40% of the units must be occupied by households at or below 50% of the median
income limit per building,.

NOTE: BUILDINGS PLACED IN SERVICE AFTER 07/30/09 ARE NOT SUBJECT
TO THIS PROVISION.

The HOME income requirements only apply at the time of initial occcupancy.
However, tenant incomes must be re-verified every six (6) years from the tenant’s
move-in date. This rule would apply for 100 percent LIHTC projects that have
received HOME funds.

Rent Requirements

Generally, HOME rents cannot be greater than the lesser of the Section 8 Fair
‘Market Rent or 30 percent of 65 percent of the area medianincome. If a low-income
household income increases beyond 80 percent of median, the tenant must pay no
less than 30 percent of the family’s adjusted monthly income.

However, when combining Tax Credits with HOME funds, in 100 percent low-
income projects, rents are set by the income sel-aside chosen by the owner (40
percent at 50 percent of median income with the remaining balance of the units at
60 percent of median income). In addition, the LIHTC's rent provision overrides
the rent re-certificaion requirement. Therefore, the household’s income may rise
up to 140 percent of the median income before the tenant no longer qualifies as
low-income. If the project is 100 percent low-income the unit remains qualified as
long as the unit stays rent restricted. In mixed-income projects, the tenant may be

required-torpay the higher rent.
1L FHome Certifications

The income of each resident in a HOME unit must be delermined initially in
accordance with § 92.203(a)(1)(i) and PRHFA’s LIHTC Compliance and
Monitoring Manual. PRHFA is allowing an owner of LIHTC multifamily project
with HOME funds with an affordability period of 10 years or more to re-examine
tenant’s annual income through a statement and certification in accordance with
§ 92.203(a)(1)(ii). The one page Annual Self-Certification and an Asset
Certification will suffice the annual HOME cerlification requirement. However
the owner must third party verify the income of each tenanl, in accordance wilh
§ 92.203(a)(1)(i), every sixth (6) year of the affordability period (on the date of the
resident’s move-in anniversary dafe),

NOTE: In accordance with 92.504(c)(2) of the HOME regulations, when HOME-
assisted units do not meet the affordability requirements (i.e.; rent restrictions,
income requirements, and other HOME requirements) of the HOME regulations,
the owner is required to repay the HOME funds. Therefore, it is very important
to comply with the HOME program as well as the LIHTC program.

Other HOME Requirements

An Environmental Review Record must be completed by the State or local
government funding source, notices published and obtain a release of funds
from HUD prior to the commencement of the project. HOME funds,
however, may not be used to reimburse land costs incurred prior to the
release of funds.

Projects with 12 or more HOME-assisted units must pay federal Davis-
Bacon wage rates for construction labox,

Section 504 Rehabilitation Act standards apply to HOME projects with 15 or
more units regardless.of the number of HOME-Assisted units. Five percent
of the units must be physically accessible and two percent of the units must
be made accessible to persons with hearing or vision impairments.

The period of affordability for new construction properties is 20 years. This
will be enforced by the Declaration of Land Use Restrictive Use Agreement
used with the LIHTC program. For rehabilitation and acquisition properties,
the LIHTC use period applies.

Properties must meet HUD's Housing Quality Standards (HQS) for the
period of affordability. New Construction properties must meet local
building codes and the Model Energy Code.

Fair Housing, equal oppertunity, affirmative marketing, non-discrimination
on basis of race, handicap or familial status must be followed. PRHFA or the
local government will review these policies to assure compliance with the
regulations. All advertisements, brochures, poslers, etc., must contain the
Equal Housing Oppertunily logo or slogan. Copies of all advertisements
and such should be maintained atthe property.

An owner may not refuse to renta HOME-assisted unit to a tenant with a
Section 8 Certificate or voucher solely due to that assistance.

Written Tenant Selection policies and screening criteria is a requirement and
must be approved by PRHFA or the local government agency.

There are prohibited lease terms and limitations bn lease termination for-the
HOME-assisted units.
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+ A waiting list must be maintained at the property. The waiting list should
be in conformance with the HUD 4350.3 Handbook requirements.

+ A fiscal review of the property is required by PRHFA or the local
government. Proper insurance (ie, Hood insurance, general liability)
adequale fidelity bond coverage, payment of laxes, approved operating
budget, adequate reserve requirement, security deposits, HQS
requirements, and lead base paint certificales (if rehabilitation) will be
reviewed for compliance with the HOME Program requirements.

3. Differences in LIHTC and HOME Rules for Property Management

In general, when a property has both HOME and LIHTC assistance, both sets of
program rules apply, so the siricler requirements of each program must be met,
Key property management issues that vary belween programs include:

* Income Targeting and Occupancy Requirements. The owner/manager

must rely on its use agreements and the rules for each program to
determine the number of HOME and LIHTC units in the property, and
the required household income at move-in for each unit. When a
“household’s income meets both sets of requirements and the rent is
below the maximum. for both programs, the unit that household
occupies can be counted toward the requirements of both programs.
Otherwise, if a household meets only one set of requirements, the unit
can be counted for that program.anly.

¢ Maximum Allowable Rent Determinations, The owner/manager must
determine the maximum allowable rents for both programs and use the
lower rents as the reat limit fer the unit. Maximum rent limits include
utilities for both programs, so if the tenant pays for utilities, the owner/
manager must deduct the appropriate utility allowance to determine the
rent limit.

o Utility Allowances. LIHTC and HOME-may use different utility
allowances. The owner/ manager must deduct the LIHTC utility
allowance from the LIHTC rent limit to determine the maximum
allowable LIHTC rent. The owner/ manager must deduct the
Participating Jurisdiction (P]'s) utility allowance from the HOME
rent limits to determine the maximum allowable High HOME
Rent and Low HOME Rent. The maximum rent the owner/
manager can charge is the lesser amount.
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+ Initial Tenant Income Eligibility. Both LIHTC and HOME require
owners/managers to determine a tenant household’s income eligibility
prior to leasing a unit, and both programs require awners/managers to
use source documentation to do so.

o Definition of Income, LIHTC requires the use of the Section 8
(part 5 Program definition of income; the HOME program
permits the PJ to choose the definition of income from three
options, including the part 5 definition. The PJ has chosen the
Section B (Part 5) definition of income to ensure consistency
within the programs.

o Asset Income. Although LIHTC permits tenants to cerlify asset
amounts and asset income that are less than $5,000, the HOME
Program requires all asset income to be verified with source
documentation, Therefore, all asset income must be verified for
any unit that will countas both a tax creditand HOME unit.

- Recertifying Tenant-Income. Both-the HOME and-LIHTC. programs
require assisted units o remain occupied by income eligible persons
throughout the affordability (compliance) period. For both programs,
property owners/ managers must certify tenants’ income annually to
ensure they continue to be income eligible in accordance with applicable
income lmits. Both programs use income limits that are updated and
issued by HUD annually, although each program may impose different
income targeting requirements. For a unit to continue to count as both a
HOME and LIHTC unit, the tenant’s income must continue to qualify
under each program.

o Source Documentation. The HOME Program permils some
flexibility in methods of recertifying annual income. For projects
with both LIHTC-assisted and non-assisted units, the LIHTC
program requires a review of source documentation every year
to. verify income eligibility; for projects with 100 percent LIHTC
unils, income recertificafion is not required. Therefore, property
owners/managers of HOME/LIHTC properties with both
LIHTC-assisted and non-assisted units must verify tenant
income using source documentation annuaily (i.e.; cannot use the
recertification  methodology permitted by the HOME
regulations). For projects with 100 percent LIHTC units, the FJ
can adopt one of HOME's alternative recertification methods.
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o Over Income Tenants. During recertification, owners/managers
may find that some tenants have become over income. This
means that the income of the household increases to a level
above the income limit for each program for that year. For
HOME/LIHTC properties, the HOME Program has adopted the
LIFITC guidelines for establishing rent for over income
households. Generally, a tenant household is considered over
income when its income increases to 140 percent or more of the
qualifying income for that unit. Until the household’s income
reaches this threshold, the tenant must pay no more than the
lesser of the HOME rent limit or the tax credit rent. Once the
tenant household’s income increases to over 140 percent of the
qualifying income, the household is over income. The steps the
owner/manager must take to restore compliance to the property
for HOME and LIHTC will vary, depending on whether the
property has fixed or floating HOME units, whether or not 100
percent of the units are either HOME assisted or LIHTC units,
and what percentage of units are assisted and non-assisted.

s Affordability (Compliance) Period. HOME affordability periods are
specified in the written agreement between the owner and the PJ. LIHIC
compliance periods are specified in the property’s allocation agreement
with the stale, and are specific to each property. The property must
comply with HOME rules for the duration of the HOME affordability
period, and must comply with LIHTC rules for the duration of the
LIHTC compliance period.

Property Inspections. Both programs require the funding agency lo
inspect the property on a periodic basis. HOME/LIHTC unils must
comply with the most vestrictive applicable property standard
throughout the affordability period. PJs will notify owners of the
property inspection schedule.

Student Eligibility;

LIHIC - In general, households made up of full-time students of any ..

age do not qualify,

HOME - No student eligibility requirements.

Income Limits;

LIHTC - Uses HUD Multifamily Tax Subsidy Program (MTSP) income
limits. 50% or 60% MTSP limits apply, depending on the minimum set-
aside, Income limits are county specific. Households must qualify based
on gross annual income.

HOME - The program uses HUD HOME income limits based on area
median income (AMI). Income limits are county or Metropolitan
Statistical Area (MSA) specific. Households must qualify based on gross
annual income.

Verification of Household Income:

LIHTC - Regulation requires the gathering of documentation. Informal
IRS Guidance, however indicates that 3+ party verification of all income
and all assets (when assets are over §$5,000) and student stalus is
required; gathered documentation, then self-affidavit are second and
third choice options. Verifications are valid if received up to 120 days
prior to the effective date. The IRS permits use of swomn statements

-declaring the households assets when the total combined assets do.not

exceed $5000. HUD's Enterprise Income Verification (EIV) data
gathered for re-certifications cannot be used for LIHTC purposes.

HOME - “Source documents” prepared by a 3-party for all income and
assets are required to determine initinl eligibility and every 6% year of
the projects affordability period. Self-affidavit and program assistance
verification (such as from a rental assistance voucher provider) are not
allowed for these years. The certificaion, supported by source
documents, is valid for 6 months (180 days) from the date it is
completed. For other years, self-affidavit or other program assistance
verification may be used. HUD's EIV data gathered for re-certifications
cannot be used for HOME purposes.

Employment Income Calculations (range of hours):

LIHTC - HUD inslructs that we are to gather “average hours” when
determining income (ie. 38 for 36-40 hours), By regulation we count
LIHTC income as does the Section 8 program. However, it has generally
been accepted as best practice that the LIHTC program should use the
more conservative approach of using the HIGHEST in a range (i.e. 40 for
the 36-40 hours), PRHFA will required the use of the highest in a range.
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HOME - HUD consistently refers to “average hours™ in its technical
guidance for the HOME Program. (i.e. if verification list 30-40 hours, use
35).

Verifying Assets:
LIHTC - Assets may be verified via self-affidavit if total assets do not
exceed §5,000. If they exceed $5,000 they must be verified.

HOME - Assets must be verified using 3 party “source documents” for
initial eligibility and every 6% year of the affordability period. Income
may be self-certified or program assistance verification (such as from a
rental assistance voucher provider) may be used for other years.

Section 8 Voucher Household Certification in Lieu of Individually
Verifying Each Income/Asset Source:

HOME - Not permitted for initial certification. May be used for re-
certifications that do not require full 3« party verification.

Change in I /I hold Size: . . . - i
LIHTC - There are no interim certifications in the LIHTC program.
Individuals added to households during a certification year are income
certified individually and their income is added to the most recent
Tenant Income Cerlification (TIC). The total income is then tested to
determine if the available unit rule has been triggered (see increases in
income). The household is considered the same household as long as
one original member remains. Increases in income do not require a
household to move ouk.

HOME - the HOME program does not require interim certification.
Increases in income may result in changes to a unit's HIGH or LOW
HOME status. Increases in income do not require a household to mave
out.

Certification Form:
LIHTC - Tenant Income Certification. “TIC” is an informal but
commonly used description.

HOME - Program has no specifically mandated certificaon form.
Owners/managers will adopt the TIC as requirement from the PJ.
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* [Effective Dates:

LIHTC-

o Move In: Effective date is the date the tenant actually
moves into the unit.

o Initial Certification for In-place Residents at
Acquisition/Rehabilitation Properties: The effective date
is the date of acquisition for househelds that were
certified within 120 days of the acquisition date, After
that time, the effective date is the date of last signature.

o Recertification Date: Effective date is the anniversary of
the effective date of the original tenant income
certification (for less (han 100% LIHTC projects where
recertification is required).

HOME - The HOME program does not mandate effective dates, Income
certifications must be completed within 180 days prior to move-in. Re-
certifications must be completed annually but not necessarily on the
anniversary of move-in.

¢ Recertification:

LIHTC - Projects that are less than 100% LIHTC must recertify each
household’s income and student status annually, 100% projects must
recertify student status annually. IRS guidance is that the re-
certifications. should be conducted using as effective date the
anniversary of the initial certification.

HOME - HOME households must be certified at move in and annually.
The HOME program does not mandate dates for the annual cycle,
allowing all re-certifications to be conducted once a year. Interim -
certifications are not required.

+ Eligibility and Increases in Income:

LIHTC- For less than 100% LIHTC properties, household’s income that
is over 140% of the current income limit at re-certification is "over-
income”. Over-income households continue to qualify as LIHTC
households as long as the next available unit of the same or smaller size
in the same building' (if not a multiple building project) is rented to
LIHTC households until the applicable fraction is restored not counting
“the over-income households. Once the applicable fraction is restored, the
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household may be raised to market rent, but cannot be requived to
vacate the unit. The IRS refers to this rule as the “Available Unit Rule”
or “Next Available Unit Rule”,

HOME - Increases in income at re-certificaion may result in re-
classification from Low to High HOME rents. Rents switch to 30% of
adjusted income (not to exceed market rents in the area) once household

* income exceeds the 80% limit. LOW. HOME households that exceed the
HOME 50% limits and HIGH HOME households that exceed the HOME
80% limits are “over-income”. Specific actions are then mandated by the
program that differs dependigg on whether the project is “fixed” or
“floating” HOME as delermiined in the HOME Agreement. For
HOME/LIHTC projects, the HOME program adopts the LIFITC 140%
threshold.

Deductions / Allowances:

LIHTC - The LIHTC program does not use deductions to income. Rent
is not directly based on family income.

HOME - For households where rent is based on income, the HOME
program uses FIUD's 5 types of deductions used to determine adjusted
income and rent.

Transferring Households:

LIHTC - Tenants who have gone above the 140% limit at properties that
are less than 100% LIHIT are only allowed to transfer between units
within the same “building”(BIN). Residents who are below the 140%
limils at these projects, and all tenants at a 100% project, may transfer
between buildings (as defined by form B609s) without having to qualify
at current income limits. When lenants transfer between units the units
switch status.

HOME - HUD guidance does not discuss unit transfers. Units never
change designation in a *fixed” HOME property.

Sub'sidy and Rent Limits:

LIHTC - Subsidy from Section 8 and similar programs is not included in
rent when determining compliance with gross rent requirements. Tenant

rent may exceed the LIHTC max rents for tenants who are receiving
assistance and whose income has increased. Tenant rents may also

exceed the LIHTC limit for households receiving RD assistance for
which RD “overage” is paid.

HOME - Subsidy is included in rent when determining compliance with
HOME rent requirements. There is an exception for project-based
subsidy in LOW HOME units where tenants pay 30% of their income
toward rent. For these units the full subsidy program rents may be
collected (contract rent).

Utility Allowances:
LIHTC - Projects with Rural Housing Service (RHS) or HUD funding
use the utility allowance for those programs. There are 5 additional

choices for other properties. The utility allowance for voucher holding
households is the utility allowance their rent calculation is based on.

HOME - The P] establishes the utility allowance. (HUD is currently
calculating utility allowances for its HOME projects; these will be made
available in the future).

Rent Limits:

LIHTC - Rent limits are calculated based on income limits. As income
limits never go down for a specific property from year to year, neither
do rent limits. They assume an imputed 1.5 persons per bedroom.

HOME - HUD publishes the HOME HICH and LOW rent limits.

Handbook Guidance and Hierarchy:

LIHTC - Legal authority and formal guidance (hierarchy):
o Internal Revenue Code §42

Treasury Regulation (Treas. Reg, 1.42-(1-17)

Revenue Rulings

Revenue Procedures

IRS Notices and others.

HUD Handbook 4350.3 Change 4

0 0 0 0 0O

HOME - Formal Guidance
o 24 CFRPart92
o HUD, “Compliance in HOME Rental Projects: A Guide
for Property Owners”.
o HUD, “Technical Guide for Determining Income and
Allowances for the HOME Program 3 Edition”
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=« Vacancies:
LIHTC - Vacant units may be counted as LIHTC units as long as:

o The last resident was LIHTC qualified

o The unitis made ready in a reasonable Gme

o The owner can demonsirate that the vacant LIHTC units
were marketed before any units of the same size or
smaller in the project were rented to non-LIHTC
households (for projects that are not 100% LIHTC).

HOME - Vacancies that are not excessive in number or duration have no
direct impact on program compliance.

+ Residency Application Fees;

LIHTC - Application fees may be charged to cover the actual cost of
checking a prospective tenant’s income, credit history, and landlord
references. The fee is limited to recovery of the actual out-of-pocket
costs.

HOME- All mandatory fees, if allowed, must be approved by the PJ

s Affirmative Markeling:
LIHTC - Affirmative marketing is not addressed in the federal LIHTC
code or guidance,

HOME - HOME does not require a specific afirmative-marketing plan,
but a PJ must establish affirmative marketing procedures and ensure
that an owner has an affirmative marketing plan in-place, and that it is
followed.

« Inspection Cycle and Percentages Inspected:
LIHTC - Inspections will be conducted at least every 2+ year; 20% of the
LIHTC units in each buildings are inspected. .

HOME - At a minimum; properties with 14 units will be inspected -

every three years, 5-25 units every two years and 26 or more unils every
year. This is total units in a project, not just HOME-assisted units. The
inspector must select a “reasonable sample”,

Compliance Monitoring Plan
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VI. Compliance and Monitoring During the Extended Use Period

After the 15-year Compliance Period has expired, there may be no tax impact in the event of
noncompliance. IRC Section 1.42-5 contains the regulati for agencies’ compliance
monitoring during the Compliance Period; however, the regulations do not require agencies to
monitor according lo these regulations in the Extended Use Period. IRS officials and other
experts have indicated verbally that agencies may not report noncompliance to IRS after the
Compliance Period is over. The tax benefit to the owner is exhausted and IRS can no longer
recapture or disallow credils, Therefore, PRHFA musl establish policy regarding how
properties are to be monitored and consequences for noncompliance during the Extended Use
Period.

In addition, based on the requirements of the Extended Use Period specified in IRC Section 42
regulations and in Declaration of Land Use Restrictive Covenants referenced below, the
agency has the authority to establish different criteria for eligible/ineligible student
households, available unit rule, unit transfers, and the process lor performing annual
recertifications during the Extended Use Period, as long as income and rent restrictions,
general use requirements (fair housing), Section 8 acceptance, minimum set-aside, applicable
fraction, and initial and annual recertifications are required.

A. Extended Use Period

IRC Section 42(h)(6) establishes that buildings are eligible for the credit only if there is a
minimum long-term conunitment to low-income housing. Specifically, in order to
receive a credit allocation in 1990 and later, the owner must record an extended low-
income housing commitment. The document that evidences this commitment is called
the Declaration of Land Use Restricive Covenants for Housing Tax Credits
(Declaration). The Declaration is recorded with the respective County Recorder and/or
Registrar of Titles and “runs with the land”, regardless of subsequent ck in
ownership.

1. For purposes of this section, the term “Extended Use Period” means the period:
a beg-mnmg on the last day in the Compliance Period on which such building
is part of a qualified low-income housing project, and
b.  endingon the later of—
i the date specified by the agency in the Declaration, or
ii.  the date which is 15 years after the close of the Compliance Period.

IRC Section 42(h)(6)(E) provides exceptions to the Extended Use Period in the case
of a legitimate foreclosure or deed in lieu or, for projects that have not waived this
right, if the agency is unable to present a qualified contract pursuant to IRC Section
42(h)(6)(T). This Compliance Plan does not contain guidance for the provisions of
IRC 42(h)(6)(F) regarding the qualified contract referenced in IRC Section
42(h)(6) (E)(1)(ID).
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2, Under IRC Section 42(h)(6}(E)(ii) the termination of an Extended Use Period due to

fareclosure or deed in Liew, or for failure to present a qualified contract shall not be
consirued to permit before the close of the 3-year period following such
termination:
a. the eviction or the lermination of tenancy (other than for good cause) of an
existing tenant of any low-income unit, or
b. any increase in the gross rent with respect to such unit not otherwise
permitted by the applicable rent limits.

. Under the PRHFA Declaration of Land Use Restrictive Covenants for Housing Tax
Credits the owner agrees to comply with the following for the term of the
agreement:

a. it will maintain the applicable fraction by leasing units to individuals or
families whose income is 50% or 60%, as irrevocably elected by the owner at
the time of allocation, or less of the area median gross income (including

adjustments for family size) as determined in accordance with IRC Section

42;

b.  itwill mmaintain the Section 42 rent and income restrictions;

¢, all units subject to the credit shall be leased and rented or made available to
members of the general public who qualify as low-income tenants (or

otherwise - qualify - for -occupancy —of -the- low-income units)-under—the —

applicable election specified in IRC Section 42(g) (Section 42(g) pertains to
the minimum set-aside election);

d.  the owner agrees to comply fully with the requirements of the Fair Housing
Act as it may from time to time be amended;

e. the owner will not refuse to lease a unit to the holder of a Section 8 voucher
because of the status of the prospective tenant as such a holder;

. each low income unit will remain suitable for occupancy;

g the determination of whether a tenant meets the low-income requirement
shall be made by the owner at least annually on the basis of the current
income of such low-income tenant ; and

h.  other restrictions as required under the specific year's Qualified Allocation
Plan (QAP) and related points the owner received in order to obtain a credit
allocation.

These restrictions are property-specific within the respective Declarations and to
the extent they are not otherwise time-limited, the additional restrictions remain in
force and effect during the Extended Use Period.

Note that the Declarations have changed from year-to-year according to the’
respective Qualified Allocation Plans. However, the basic language pertaining to
the Extended Use Period required by IRC has not materially changed.
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B. Tenant Eligibility Criteria During the Extended Use Period

During the Extended Use Period, PRHFA requires tenant eligibility and certification of
income, as follows:

5

Tenant Income Certification

The initial income certification is required (calculated in a manner consistent with
the determination of annual income under section 8 of the United States Housing
Act of 1937 ("Section 8"). However, owners are no langer required to verify income
and income from assels at annual recerlification. Any household that experiences a
change in composition within the first six (6) months of occupancy (not including
birth or death) must meet the initial eligibility requirements and a new initial tenant
income certification must be performed.

Rent Restriction

Rent fimits as elected by the awner at the time of allocation continue to be in force
during the Extended Use Period. Owners of properties that were awarded selection
points for additional rent restrictions should refer to the respective Qualified
Allocation Plan or Declaration to determine whether those addilional rent
restrictions-are time-limited orif they-are in effect for-the full term of the Extended
Use Period.

Student Status

Since student status is not one of the defined requirements of the Declaration, the
student rules under IRC Section 42 are ne longer applicable.

Unit Transfers

Unit transfers from building to building are allowed without triggering
noncompliance regardless of whether a household’s income is over the applicable
limit at the Gme of transfer,

Available Unit Rule

The available unit rule is revised to provide that if a household’s income goes over
140% of the applicable income limit, a currently vacant unit or the next unit in the
same building must be rented to-a qualifying household (the “comparable or
smaller” requirement no longer applies). This is essentially a one-for-one unit
replacement.

Applicable Fraction

. Only the unit fraction will be examined to determine a building's applicable
~ fraction.
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7. Utlity Allowances

Utility Allowances must continue to be updated annually. Revised utility
allowances must be implemented within 90 days of their published effective date,
The Housing Tax Credit Program income and rent limits based on the Section 8
income limits published by HUD annually will continue to be updated by the
PRHTA,

C. Monitoring Compliance During the Extended Use Period

PRHFA will perform the following menitoring procedure during the Extended Use
Period:

1. Annual Certification

PRHFA will require all owners to submit an annual certification of compliance by
January 31. The PRHFA will provide the Ownmer’s Certification of Compliance
During the Extended Use Period Form, which will contain agency-defined
certification language pursuant to the terms of the Declaration.

2. Annual Reporting

LIHTC projects must submit to the PRHFA, via electronically, the Tenant Income
information of each new Moving, Annual Re-certifications of income and rent
changes for each existing tenanL.

This information must be submitted to the PRHFA by January 15" of each year
during the extended use period. The PRHEA will provide the Tax Credit
Certifications Online Reporting Software for the electranic submission of this
information.

3, Inspections

Every five years, PRHFA will perform a physical inspection of the property and
review of tenant files and other perlinent documentation, The first review in the
Extended Use Period will be five years from the last inspection conducted during
the Compliance Period.

A minimum of 3 low-income units chosen at random or maximum of 10% of the
low-income units in any development will be inspected. Different units may be
chosen far the file review than those receiving a physical inspection.

PRHFA compliance staff will continue to work with other inspection entities such
as local inspection-officials, other government agencies, PRHFA staff etc., to share
inspection information. Also, we will accept Age HQS Staff inspections done in the
same year as our review. If inspected by PRHFA Tax Credit Compliance staff,
inspection will be pursuant to Uniform Physical Conditions Standards.
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PRHFA reserves the right to conduct a review of any building after serving
appropriate notice and o examine all records pertaining to rental of tax credit units.
PRHFA may perform a review at least trough the end of the Extended Use Period
of the buildings in the project

Annual Compliance Fees

The amount of annual compliance monitoring fees will be 520 per unit since
inspections are less frequent and are done on a smaller number of units. The agency
reserves the right to adjust the fee due to changing circumstances. Fees are due at
the same Lime as the Annual Certification.

. Transfer of Ownership or Ownership Interest

A transfer agreement is required in the event of a transfer of ownership or
ownership interest. Such lransfer agreement will put the new owner or partner on
notice that it is subject to the terms of the Declaration including all compliance
restrictions and annual compliance menitoring. Documentation of signatory
authorization for the new owner or partner may be requested, Owners
contemplating transfers of ownership or ownership interest should notify PRHFA
and request a copy of the appropriate transfer agreement.

Expiration or Termination of Extended Use Period

During the 3-year period after the Declaration has expired or lerminated pursuant
to IRC Section 42(h)(6)(E)(ii), owners are required to annually submit a list of all
low-income. households that occupied a unit at the end of the term of the
Declaration, the respective tenant-paid rent, utility allowance, and move-out date, if
applicable, along with a certification that no low-income residents have been
evicted or displaced for other than good cause. This report and certification will be
due on January 31. No monitoring fees will be due during this 3-year period and
PRHFA is not required to perform inspections.

The Dedlaration of Land Use Restrictive Covenants allows for an amendment by
written agreement between PRHFA and the owner. An amendment lo the
Declaration may be negotiated in the event a property suffers from a decline in
market conditions that is not expected to improve and subsequent vacancies
compromise the economic viability of the property. Owner must demonstrate that
reasonable efforts have been made to meet all compliance requirements. A change
in applicable fraction, rent limits or other terms may be negotiated with PRHFA in
order to preserve as many low-income units as possible, but still protect the
economic viability of a property.
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D. Consequences of Noncompliance During the Extended Use Period

The following are the procedures for and consequence(s) of noncompliance:

s

All properties whose Compliance Period has expired and are subject lo Lhe
requirements of the Extended Use Period will be listed or categorized in either
“Good Standing” or “Not in Good Standing”.

If an owner fails to comply with the monitoring requirements and/or terms of the
Declaration, PREFA will issue a Notice of Noncompliance and recommendations
for correclion similar 1o what is issued during the Compliance Period. All owners
will be given a period of ime not to exceed 90 days with which to clarify or correct
noncompliance and report to PRHFA that all corrections have been made. An
extension of an additional 90 days may be granted, with good cause. If a property
has one or more compliance violations, but the owner Is making a good faith effort
to correct within a reasonable time then the property can be considered in Good
Standing, If the violation(s) cannot be corrected within the 90-day correction period
(or within the 90-day extension, if granted) PRHFA may request thal the owner
and/or management agent formulate a plan and reasonable tmeline to bring the
violation(s) back into compliance and advise PRHFA in writing of such a plan.

Owners will-‘have demonstrated good faith-efforts by carrying out the- plan-within
the referenced timeline and the property will remain in Good Standing,.

If an owner repeatedly delays requesls for monitoring reviews, fails to submit
annual certifications, reports and compliance monitoring fees, does not correct
violations limely or according to the agreed-upon plan, where applicable, or
otherwise choases to ignore the compliance and monitoring requirements (serious
and/ or flagrant noncompliance) the following are consequences:

a. The owner & management company are considered to be Not in Good
Standing;

b. A Report of Development Not in Good Standing will be issued for such serious
and/ or flagrant noncompliance. This report will be sent to the owner and filed
with the PRHFA Development team. No further PRHFA funds or tax credits
will be awarded to the owner, its pariners and/ or proposed developments to be
managed by the management company unlil the properly is back in Good
Standing, Once good faith efforts are demonstrated to the agency’s satisfaction,
the agency will reinstate the property, owner and management company in
Good Standing.

c. The agency and any interested parly have the right to enforce specific
performance of the Declaration through the court system.

Important: Owners and management agents must keep careful track of when a
development, and in some cases certain buildings within a development,
transition from the Compliance Period into the Extended Use Period. Premature
implementation of the Extended Use Period compliance and monitoring
guidelines may result in noncompliance with IRC Section 42 for which PRHFA
would be required to file IRS form 8823,

PRHFA reserves the right to modify this Compliance Manual Plan including
but not limited to the foregoing policy and procedure for caompliance and
monitoring during the Extended Use Period, as needed.
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Appendix A - Income Verification Requirements and Procedures

A.  General Requirements

1t

2

Owners shall verify all income, household characteristics, and any circumstances that
may affect eligibility and compliance under the LIHTC guidelines.

When determining annual income, owners must include all anticipated known
sources of income. If a household is accepted as low-income and subsequently
becomes over income, the owner should be prepared to prove due diligence.

Whenever possible, writlen verification of income is required from lhe income
sources.

Owners are advised to maintain documentation of all verification efforts for at least
three years after the effective date of the tenant's certification or recertification.

For units receiving Section 8 rental assistance, the verification requirement is
satisfied if the Public Housing Authority ("PHA") provides the building owner with
a slatement that "the gross annual income of the tenants in the unit does not exceed
the applicable income limit under Section 42(g) of the Internal Revenue Code." The
Section 8 Tenant Income Verification Form may be used to satisfy this requirement.
Owners may have the PHA contact the Compliance staff of the Agency if more

__information is needed. Income of Section 8 assistance recipients can also be verified

in the usual way (by contacting employers, etc.) and requesting that they complete
Income Verification forms. When the tenant household has no income, Certification
of Zero Income (PREFA-05) will be the only verification document.

B.  Acceptable Methods for Verifying Information

1

‘Written verification by a third party is preferred, as follows:

a. The owner's request for verification should state why the: information is being
requested and include a statement signed by the applicant/tenant authorizing the
release of the information;

b. Owners must send the verification forms directly to the source, not through the
applicant.

c. When wrilten verification is.not possible, as a last resort, lhe Agency accepts a
direct contact with the source. The owner must document the conversation for the
applicant’s file and include all information that would have been provided in a
written verification plus the date, time and the person's name pm\ndmg the
informalion and his qualification lo provide it

d. When third parly verification is not available, owners must include written
documentation in the file of efforts made to obtain the required verification and
the reason the verification was not oblained, including the dates the
owner/management agent attempted to obtain the third party verifications.
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The owner must include the following documents in the applicant’s or resident's
file:
1. A written note to the file explaining why third party verification is not
possible; or 7
2. A copy of the date-stamped original request which was sent to the third
party, and a written description of the efforts to reach the third party to
oblain verification, including the dates on which management attempted
{o obtain the third party verificalion(s). If no response was received, a
note must be placed in the file indicating that the request has been
outstanding without a response from the third party.

If third party documentation cannot be obtained or a fee is charged by the source
for providing the information or for completing the form, then it is permissible
for the owner/management agent to use an alternative method of documenting
tenant eligibility, such as oral verifications or a review of documents supplied by
the tenant.

Review of Applicant Supplied Documents

Owners may use documents submitted by the applicant when information does not
require third party verification (Le. birth certificale) or third party verification is
impossible or delayed.

Applicant's Affidavit

Owners may accept an applicant’s nolarized statement or signed affidavit only if other
preferred forms of verification cannot be obtained.

Faxed Verification

Recipients may reply to a request for income or asset verification by fax. The Agency
accepts faxes as written verification if they are completely legible, date-stamped, and
include the signature, name, job title, and phone number of the person making the
wverification and the date the form was signed.

E-mail Verifications
Similar to faxed information, information verified by email is more reliable when

preceded by a telephone conversation and when the document includes the e-mail
address, firm name, and name of an appropriate individual who completed the form.

Compliance Mom'tori.ng Plan

Effective Term of Verification

Third-party Verifications of income are valid for 120 days from the dale of receipt by the
owner. If verifications are more than 120 days old from the date of receipt by the owner, the
owner must oblain new verifications.

Expediting the Verification Procedure

1.  Inorder to expedite the verification process, owners should maintain a checklist for
each tenant to document the verification process.

2. Develop standard forms for all information thal must be verified (see forms included
in this plan).

3. Ask applicants/tenants to sign the copies of each verification form relaining one
original in the applicant's file,

4. Make personal contacts with large employers and public assistance agencies from
‘which a large number of tenants receive income or benefits.

5.  Give the applicant an opportunity to explain any significant differences between the
amounts reported by the applicant and the amounts reported on third party
verifications in order to extract the correct information. Re-examine if necessary.

Calculation Methodologies to use in determining Annual Income

L To annualized full-time employment, multiply:
a. Hourly wages by 2,080 hours for full-time employment with no overtime;
b. Weekly wages by 52;
¢. Biweekly amounts by 26;
d. Semimonthly amounts by 24;
e. Monthly amounts by 12.

'S To annualize income from other than full-ime employment, multiply periodic
amounts (hourly, biweekly, monthly, etc) by the number of periods (hours,
weeks, and months) the household member expects to work.

3. Use current circumstances to project income, unless verification forms indicate
that animminent change will occur.

4 When an employer gives a range of hours as the number of hours worked, PRHFA
will require that a conservative approach must be taken and that the highest
number in the range be used for income calculations. It is not recommended to
use an average.

Year-To-Date income is annualized by dividing the YTD amount by the number of
weeks included in the figure multiplied by 52 weeks. PRHFA will require that the
owner compare the “hourly rate” calculation with the ¥TD calculation and use
the higher of the two calculations. Include any anticipated raises and additional
compensation that was excluded from the YTD figure (bonus, tips, etc.) in the YTD
calculation.

o
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F.  Acceptable Forms of Verification

Sources of verification given under each type of income are listed in order of preference.

1. Employment Income

a. Employment Verification Form (PRHFA-03) completed by e employer or a
statement from the employer on company letterhead; or

b. Four to six consecutive check stubs or earning statements showing employee's
gross pay per pay period and frequency of pay;

¢ W-2 forms if applicant has had the same job for at least two years and pay
increases can be accurately projected. This form of verification alone may not be
acceptable as income certification.

d. a copy of the most recent income tax returns signed by the applicant providing
the amount of income, including income from tips and other gratuities. This
form of verification alone may not be acceptable as income certification.

2.  Self-Employment Income
The tenant must provide a projection or estimate of income and expenses lo be realized
by-the-business during-the next 12-months. - The owner may use the previous-years'
financial information to substantiate the reasonableness of the tenant’s projection. The
following documentation should be used in the verification process.

a. Accountant’s or bookkeeper's statement of net income; or

b, Finandal statement(s) of the business along with an affidavit or notarized
statement from the applicant forecasting the anticipated income for the twelve
(12) months-following-certification; or

¢. The applicant’s mostrecent income tax return along with a notarized statement.
This form of income verification alone may not be acceptable as income
certification. Year-to-date income verification can be “A%E to supplement other
methods of certification. i by o .

d. Applicant’s notarized statement or affidavit as to net income realized from the
business during previous year. This form of verification alone may not be
acceptable as income certification. . .

3. Social Security, Pensions, Disability Income
a. A benefit verification form completed by the agency providing the benefits; or

b. Anaward or benefit notification letter prepared and signed by the authorizing
agency. Since checks or bank deposit slips show only net amount remaining
after deducting S5I, Medicare or state health insurance, they may be used only
when award letters cannot be obtained, Any withholdings must be verified
and included in annual income.
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4. Unemployment Compensation

a,

A verification form completed by the unemployment compensation agency; or

b. Records from unemployment office stating payment dates and amount.

5. Alimony or Child Support Payments

A copy of a separation or divorce agreement, or support order stating type of
support, amount and payment schedule. If the document is not dated within
the 120-day time frame, oblain a nolarized statement from the applicant stating
that the amount of child support currently received is the same as stated in the
agreement or order; or

a letter from the person paying support; or

a copy of the latest check and documentation of how often the check is
received; or

. as a last alternative, the applicant's notarized statement of the amount of child

support being received, including a written explanation detailing why 2 and &
above cannot be provided.

6.  Recurring Contributions and Gifts ;
a. Notarized statement or affidavit signed by the person providing the assistance.

The slatement should define the purpose, dates, and value of gifts. Copies of
canceled checks or receipls can be used to verify tuition, fees, books, and
equipment, and other such net income and expenses not expected to change
during the next 12 months.

. As a last alternative, the applicant’s notarized affidavit giving the same

information, including a written explanation detailing why the above cannot
be provided.

7. Unemployed Applicants
a. The income of unemployed applicants with regular income from any source,

such as Social Security, pension, recurring gifts, etc, must be verified as
described previously; or

. If any applicant of the household composition is currently unemployed and

claiming $0 income, he/she must provide evidence of anticipated income for
the certification year by executing a Zero Income Certification (PRHGA-05
Torm) and providing a signed copy of the prior year's income tax return.

If the applicant is unemployed with no regular verifiable income from any
source and intends to live from assets only, an Asset Addendum to the Tenant
Income Certification must be submilled along with the application. The
applicant may not be certified as qualified by use of this form alone. An assel
analysis must be included with the application to determine the applicant's
actual income.
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8. Household Assets Now Held

a. Verification forms, letters, or documents from a financial institution, broker,
elc.

Note: When financial institutions charge a fee to the applicant or tenant for
providing verifications, the forms of verification in paragraph b. below
would be the preferred method.

b.Account statements; passbooks, broker's quarterly statements showing value
of stocks or bonds, etc., and showing the earnings credited to the applicant's
account; or financial statements completed by a financial institution or broker.

Note: The owner must adjust the information provided by the financial
institution to project earnings expected for the next 12 months.

¢ Quotes from a stock broker or realty agent as to the net amount the
applicant/ tenant would receive if he or she liquidated securities or real estale,

d. Real estale tax statement(s) if tax authorily uses approximate market value,

e. Copies of closing documents showing the selling price, the distribution of the
sales proceeds and the net amount to the individual.

f. Appraisals of personal property-held as an-investment.

g Applicant's nolarized slalement or signed affidavit describing assels or
verifying cash held at the applicant's home or in safe deposit boxes.

9. Assets disposed of for less than fair market value during the two years
preceding the effective date of the certification or recertification.

a.  Applicants certification as to whether he or she has disposed of assets for less
than fair market value during the two years preceding the effective date of the
cerlification or recertification,

b, If the applicant certifies that he or she did dispose of assels for less than fair
market value, then the certification must show:

All assels disposed of for less than fair market value;

The date the assets were disposed;

The amount received; and

[ ol RS A e

The asset’s market value at the time of disposition.

Note: Evidence of the information mentioned above must be included in
tenant’s files,

Compliance Monitoring Plan

Income from the sale of real property pursuant to a purchase money mortgage,
installment sales contract, or similar arrangement.

a. A letter from an accountant, attorney, real estale broker, the buyer, or a
financial institution stating interest due for the next twelve months. (A copy of
the check paid by the buyer Lo the applicant is nol sufficient since appropriate
breakdowns of interest and principal are notincluded.)

b. An amortization schedule showing the interest for the twelve months
following the effective date of the certification or recertification.
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Appendix B - Annual Recertifications

Effective July 30, 2008, 100 percent (100%) tax credit properly owners no longer need to
annually recertify resident household incomes. That is, residents must continue fo be income
qualified upon initial residency, but need not be recertified thereafter. Property files will still
need to contain thorough third-party verifications of income upon initial occupancy.

For Semi Annual reporting purposes through COL system the PRHFA will not require anymore
the submission of the tenant annual recerfification information. Hewever PRHEA will still
require the following information:

* Information of all project Move-Ins
» Move-out transactions

» Translers, and

» Changes in tenant rents (including changes in the Utility Allowances)

PRHFA will still require the preparation of the first annual recertification of all the units in the
project. This certification process is identical to the initial certification. Owners must re-vesify
income of those tenants in set aside units who plan to remain in that unit for another lease term,
or any portion thereof, and have a new Tenant Income Certification executed together with
updated supporting documentation. Thie preparation of the Alternate Cerlification (PRHFA-08)
is required for all the subsequent anniversary dates.

1. For Recertification purposes Management must:

a. approximately 120 days before the lease expiration, notify the tenants in wriling that
re-certification is due and schedule an appointment for an interview;

b, interview tenanls to oblain current informalion on anlicipaled income, assets, and
family composition for the ensuing certification year, and have tenants sign the
necessary verification form(s) giving permission for release of the information
requested;

c. obtain third-party verification of the tenant's income;

d. complete the Tenant Income Certification, have all adult household members sign and
date where indicated; and

e. signand date the Tenant Income Certification where indicated.

2. Adding a New Tenant to a Resident Household

The addition of new member(s) to an existing low-income household requires the income
certification for the new member of the household, including third party verification. The
new tenant’s income is added (o the income disclosed on the existing household's lenant
income certification. If the total income combined exceeds 140% of the income limit, the
Available Rule is applied.

Compliance Monitorinﬁ Plan

A household may continue to add members as long as at least one member of the original
low-income household continues to live in the unit, Once all the original tenants have
moved out of the unit, the remaining tenants must be certified as a new income-qualified
household unless the remaining tenants were income qualified at the time they moved
into the unit.

3. Interim Re-Certifications.

Except when adding a new tenant to an existing household, the Authority does not
require management to recertify a household due to a change in household composition
or income before the annual recertification date in order to comply with LIHTC program
rules. However, some LIHTC developments that also participate in other low income
housing programs will have to recertify a household in order to comply with the other
program’s requirements.

4. Tax Credit Units Which Receive Federal Rental Assistance

In the case of a unit which receives rental assistance payments from a Pederal agency, a
change in household composition or income may require an interim recertification by the
agency that is providing the assistance. Owners of these units should recertify tenants
simultaneously with the annual recertification completed by the provider of the rental
assislance payments. H 3 7
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Appendix C - Full Time Student Rule -~ Requirements to validate
exemptions

A full time student household can be Tax Credit Program qualified if it meets one of the special
exemptions afforded by Congress and included in Section 42. These exemplions are based on
whether a specific full-time student in the household meels one of the exemptions or the entire
household as a whole meets an exemption.

Compliance Monitoring Plan

In order to validate the student eligibility the owners are required to obtain from the
prospeetive tenant/ tenant the following documentation:

[~ 4

L7

e

EXEFTION

REQUIRED DOCUMENTATION

Students are married and entitled to file
a joint tax return.

Copy of a marriage license or the most recent tax
return indicating joint filing,

The household consists of a single
parent with child(ren) and the parent is
not a dependent of someone else, and

the child(ren) is/are not dependent(s) of

someone other than a parent,

Evidence of the verification that the single parent
is not claimed on anyone else’s tax return by
obtaining a copy of the most recent fax return
and if all of the children are not claimed on that
return, obtain the return from the applicable
absent parent or parenls or other documentation
such as a custody papers reflecting the absent
parent was given the right to claim the
dependent deduction.

At least one member of the household
receives assistance under Title IV of the
Social Securily Act (formerly Aid to
Families with Dependent Children -
AFDC), now known as Temporary
Assistance for Needy Families (TANF).

TANF Certification from the Department of
Family.

At least one member of the household
parlicipates in a program receiving
assistance under the Job Training
Partmership Act (JTPA) or other similar
[ederal, slate, or local laws.

Evidence of the verification of the student's
enrollment in the JTPA program and be sure the
program has the same missions as JTPA which
means it helps individuals with serious barriers
to entry into the workforce.

At Jeast one member of the household
‘was previously in foster care.

Certification from the Child Welfare Services, a
state foster care agency, or a state transitional

independent living program.

If the household does not meet any of the above or is unable to provide proof of the
documentation. described above, the full time student household will have to be denied
occupancy in a Tax Credit Unit.

Please be advised that the Tax Credit Program requires the owners to verify student status at
the time households initially move into the units. Also, the student status of all tenants shall be
verified annually thereafter to ensure that the tenant is eligible under the full time student rule.
If the houseliold i not eligible under this rule, they are not qualified for the Tax Credit
Program,
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Appendix D - Elements of Annual Income

For the purpose of determining eligibility for occupancy in a restricted unit, the incomes of
individuals must be determined in a manner consistent with the determination of armual
income under Section 8 of the US. Housing Act of 1937, as amended. Chapter 5 of HUD
Handbook 4350.3 “Occupancy Requirements of Subsidized Mulli-family Housing Programns®
describes the calculation methodology for income and assets and income inclusions and
exclusions. A copy of the Handbook can be obtained at www.hud.gov/offices/adm/hudclips
(select “handbooks”, then “housing handbooks” (or successor URL). Frequently used portions
of the HUD 4350.3 are as follows:

* Chapter5 ~ Determining Incomeand Calgulation Rent
o 5-6 Calculating Income - Elements of Annual Income
© 5-6R Exclusions from Income
o 5-7 Calculating Income from Assets

« Exhibit 5-1 Income Inclusions

» Exclusions & Exhibit 5-2 Assets

1. Annaal Income

Annual Income is the gross income the household anticipates it will receive in the 12-month
period following the effective date of certification of inconie.

There will be situations where it will be difficult to estimate income. For example, the
tenant may work sporadically or seasomally, If the household’s income cannot be
determined based on current information because the household reports little to zero
income, or income fluctuates, income may be determined based on actual income received
or earned within the last twelve months before the certification of annual income. In such
cases, owners are expected to make a reasonable judgment as to the most reliable approach
to estimating what the tenant will receive in the coming year. Owners must use due
diligence by asking follow-up questions when the income certification process reveals
unusual circumstances suggesting additional sources of income.”

Compliance Monitoring Pla Revised November 2013 Page 78

Compliance Monitoring Plan
aa
A. Whose Income is Counted?
Household Members Em&:)’:‘:“ or?::::}?::ﬂ?::l:::;n &

Head Yes Yes

Spouse Yes Yes

Co-Head Yes Yes

Other adult (including foster adult) Yes Yes

Dependents

-Child under 18 No Yes

Full-time student over 18 See Note Yes

Foster child under 18 No Yes
Nonmember

Live-in aide No No

1-'

1

(%]

or further details, see the HUD Handbook 4350.5 Rev.1 CHG-4.

__B. AnnualIncome Includes

. The gross amount (before any payroll deductions) of wages-and salaries, overtime

pay, commissions, fees, tips, bonuses, and other compensation for personal services
of all adults in the household (including persons under the age of 18 who are the
head, spouse or co-head). Includes salaries of adults received from a family-owned
business.

The net income from operation of a business or profession. Expenditures for
business expansion or amortization of capital indebtedness shall not be used as
deductions in determining net income. An allowance for depreciation of assets used
in a business or profession will be included in income, except to the extent Lhe
withdrawal is reimbursement of cash or assets invested in the operation by the
family.

Interest, dividends and other income of any kind from real or personal property
(including income distributed from a nonrevocable trust). Expenditures for
amortization of capital indebtedness shall not be used as deductions in determining
net income. An allowance for depreciation is permitted only as authorized in
paragraph (2) above. Any withdrawal of cash or assets from an investment will be
included in income, except to extent the withdrawal is reimbursement of cash or
assets invested by the family. Where the family has net family assets in excess of
$5,000, annual income shall include the greater of the actual income derived from all
net family asset or a percentage of the value of such assets based on the current
passbook savings rate, as determined by HUD.
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. Gross amount (before deductions for Medicare, ele.)) of periodic social security
payments. Includes payments received by adults on behalf of individuals under the
age of 18 or by individuals under the age of 18 for their own support. Note: If the
Social Security Adminisiration is reducing an applicant’s/ lenant's benefits lo adjust
for a prior overpayment, count the amount that is actually provided after the
adjustment.

. The full amount of annuities, insurance policies, retirement funds, pensions,
disability or death benefits and other similar types of periodic receipts, including a
lump-sum -amount-or prospective monthly amounts for the delayed start of a
periodic amount (e.g. Black Lung Sick Benefils, Veterans Disability, Dependent
Indemnity Compensation, payments to the surviving spouse of a service person
killed in action).

Count the total amount of such amounts received. Do not reduce the amount by any
amounts the individual previously paid into the account in order to receive the
pension, annuity or insurance policy.

. Delayed periodic payments received because of delays in processing unemployment,
welfare or other benefits. These are payments that would have been paid
periodically, but were paid in lump sum because of circumslances such as
processing delays. =.

Note: Delayed periodic payments of supplemental security benefits and social
security benefils that are received in a lump sum are excluded from annual
income.

. Paymenls in lieu of earnings, such as unemployment and disability compensation,
worker's compensation, and severance pay. Any payments that will begin during
the next 12 months must be included,

. Alimony and child suppart received by the household.

a. For alimony or child support received by a member of (he household count. the
amount specified by the court, in a divorce settlement or separation agreement
unless the applicant:

a. Certifies that the income is not being provided; and
b. Has made reasonable efforts to collect the amounts due, including filing
with courts or agencies responsible for enforcing payment.

Note: Child support paid by a private source to the state child support
enforcement agency can be passed on to the applicant/ lenant in different ways.
These amounts must be counted as annual income.

Alimony or child support paid by a member of the household is not deducted
from income, even if it is garnished from wages.

Compliance Monitoring Plan

Example: Mr. Smith pays $200 per month in child support. It is garnished from
his monthly wages of $1,000, After the child support is deducted from his salary,
he receives $800. Mr. Smith's income must be counted as $1,000 per month.

9. Recurring monetary contributions or gifts regularly received from persons not living
in the unit.

Exceptions:

a. Exclude recurring monetary contributions that are paid directly to a child care
provider by persons not living in the unit.
b. Exclude gifts of groceries.

10. Relocation payments made pursuant to Title I1 of the Uniform Relocation Assistance
and Real Property Acquisition Policies Act of 1970.

11. Actual income distributed from trust funds that are not revocable by or under the
control of any member of the tenant household.

12. All regular pay, special pay, and allowances of a member of the Armed Forces,
exceptas provided under Annual Income Excludes.

13. Welfare Assistance
a. Welfare assistance received by the family.

b. If the welfare assistance payment includes an amount specifically designated for
shelter and utilities that is subject to adjustment by the welfare assistance agency
in accordance with the actual cost of shelter and ulilities, the amount of welfare
assistance income to be included as income shall consist of:

c. The amount of the allowance or grant exclusive of the amount specifically
designated for shelter or utilities, plus

b. The maximum ameunt that the welfare assistance agency could in fact allow the
family for sheller and utilities. If the family’s welfare assistance is ratably
reduced from the standard of need by applying a percentage, the amount
calculated under this paragraph shall be the amount resulting from one
application of the percentage.

14. Educational Scholarships or Grants

All forms of student financial assistance (grants, scholarships, educational
entitlements, work study programs, and financial aid packages) are excluded from
annual income except for students receiving Section 8 assistance.* This is lrue
whether the assistance is paid to the student or directly to the educational
inslitution.
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*Far students receiving Section 8 assistance, all financial assistance a student
receives (1) under the Higher Education Act of 1965, (2) from private sources, or (3)
from an institution of higher education that is in excess of amounts received for
tuition is included in annual income except if the student is over the age of 23 with
dependent children or the student is living with his or her parents who are
receiving Seclion 8 assistance.

C. Annual Income Excludes

1. Meals on wheels or other programs that provide food for the needy; groceries
provided by persons not living in the household; amounts received under the
School Lunch Act or the Child Nutrition Act of 1966 {including reduced lunches
and food under Special Supplemental Food Program for Women, Infants and
Children (WIC)].

2. Income from employment of children (including foster children) under the age
of 18 years.

3. Amounts paid by a State agency to a household with a developmentally
disabled family member living at home, to offset the cost of services and
equipment needed to keep the developmentally disabled family member in the
home.

4. Grants or othier amounts received specifically fori—

a. Medical expenses (including Medicare premiums paid by an outside
source).

b. Set aside for use under a Plan lo Attain Self Sufficiency (PASS) and
excluded for purposes of Supplemental Security Income (S5I) eligibility,

Note: A PASS permits a person with disabiliies who is receiving
Supplemental Social Security (SSI) and who is also receiving other
income, to set aside a portion of the other income in order lo achieve a
work-related goal.

c. Qut-of-pocket expenses for participation in publicly assisted programs.
Such amounts must be made solely to allow participation in these
programs. These expenses include special equipment clothing,
transportation, childcare, etc.

5. Earnings in excess of $480 for each full-time student 18 years old or older

(excluding the head of houschold, co-head, and spouse).

6. Adoption assistance payments in excess of $480 per adopled child.
7. Loans (e.g. personal or student loans).

8. Temporary, nonrecurring or sporadic income (e.g., gifts, census taker income
from the Federal Bureau of the Census).

9, Amounts received by the household in the form of refunds or rebates under
state or local law for property taxes paid on the dwelling unit.

Compliance Monitori.n4 Plan
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10. The special pay lo a household member serving in the Armed Forces who is
exposed to hostile fire (e.g., in the past, special pay included Operation Desert
Storm).

11. Amounts received under training programs funded by HUD (Comprehensive
Improvement Assistance Program).

12. Compensation from State or local employment training programs and training
of a household member as resident management staff. Anounts excluded by
this provision must be received under employment training programs with
clearly defined goals and objectives, and are excluded only for a limited period
as determined in advance under the program by the state or local government.

13, A resident service stipend. A resident service stipend is a modest amount (not
to exceed $200 per month) received by a resident for perfarming a service for the
project, on a part-time basis, that enhances the quality of life in the
development. Such services may include, but are not limited to; fire patrol, hall
monitoring, lawn maintenance, or resident initiative coordination. No resident
may receive more than one such stipend during the same period of time.

14. Reparation payments paid by a foreign government pursuant to claims filed
under the laws of that government by persons who were persecuted during the
Nazi era. Examples include paymenls by the German and Japanese
governments for atrocities committed during the Nazi era..

15. Deferred periodic payments of supplemental security income and social security
benefits that are received in a lump sum payment.

16. Payments received for the care of foster children or foster adults. (Foster adults
are usually adults with disabilities, who are urrelated to the household
member(s), and who are unable to live alone.)

17. Income of a live-in aide, as defined in 24 CFR 5.403.

18. Amounts that are received on behalf of someone who does not reside with the
household, aslong as the amounts:

a. Are notintermingled with the household member's funds; and

b. Are used solely to benefit the person who does not reside with the tenant
household.

Note: For such amounts to be excluded, the individual must provide the
owner with an affidavit stating that the amounts are received on behalf of
someone who does not reside with the household and the amounts meet
the conditions in paragraphs a. and b. above.

19. Recurring monetary contributions that are paid directly to a child care provider
by persons not living in the unit. This exclusion is based on a handbook
interpretation of reimbursed childcare expenses under the definition of adjusted
income and ils bearing on Annual Income. The regulations define childcare
expenses to include "amounls to be paid by the family for child care to the
extent they are not reimbursed." This handbook interprets the regulations to
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mean that childcare expenses that are reimbursed are not included as annual
income.

20. Income excluded by federal statute:

a.

b.

[+8

The value of the allotment provided to an eligible household under the
Food Stamp Act of 1977,

Payments received under Domestic Volunteer Service Act of 1973
(employment through VISTA, Retired Senior Volunicer Program, Foster
Grandparents Program, youthful offender incarceration alternatives, senior
companions).

The following income:

1. Interests of individual Indians in trust or resiricted lands, and the first
$2,000 per year of income received by individual Indians that is derived
from trust or restricted lands.

2. Payments received under Alaskan Native Claims Settlement Act
received from a Native Corporation, including:

a. Cash (including cash dividends on stock received from a Native
Corporation) to the extent that it does not, in the aggregate, exceed
52,000 per individual per annum;

b. A partnership interest;

c. Land or an interest in land (including land or an interest in land
received from a Native Corporation as a dividend or distribution
on stock); and

3. Payments from certain submarginal US. land held in trust for certain

Indian tribes.

4. Payments from disposal of funds of Grand River Bank of Ottawa
Indians.

5. The first $2,000 of per capita shares received from judgments awarded
by the Indian Claims Commission or the Court of Claims or from funds
the Secretary of Interior holds in trust for an Indian tribe.

. Payments, rebates or credits received under Federal Low-Income Home

Energy Assistance Programs. Includes any winter differentials given to
elderly (e.g, Department of Health and Human Services Low-Income
Home Energy Assistance Program).

. Payments recgived under programs funded in whole or in part under the

Job Training Partnership Act (employment and training programs for
Native Americans and migrant and seasonal farm workers, Job Corps,
veteran's employment programs, state job training programs, career inlern
programs, AmeriCorps).

Payments received under Title V of the Older Americans Act (Green
Thumb, Senior Aides, Older American Community Service Employment
Payments received after January 1, 1989, from the Agent Orange Settlement
Fund or any other fund established pursuant Lo the setlement in the In Re
Agent Orange product liability litigation, M.D.L. No. 381 (E.D.N.Y.).

. Paymenls received under the Maine Indian Claims Settlement Act of 1980

{Pub, L, 96-420, 9z Stat.1785).

Any earned income tax credit to the extent it exceeds income lax liability.
(26 US.C. 32(j))

Payments by the Indian Claims commission to the Confederated Tribes and
Bands of Yakima Indian Nation or the Apache Tribe of Mescalero
Reservation (Pub. L. 95-433).

Allowances, earnings, and payments to AmeriCorps participants under the
National and Community Service Act of 1990 (42 U.S.C. 12637[d])

Any allowance paid under the provisions of 38 US.C. 1805 to a child
suffering from spinal bifida who is the child of a Vietnam veteran (38 US.C.
1805).

ot -Any-amount of crime-victim compensation (under the Victims of Crime

0.

Act) received through crime vicim assistance (or payment or
reimbursement of the cost of such assistance) as determined under the
Victims of Crime Act (42 US.C. 10602).

Allowances, eamings, and payments to individuals participating in
programs under the Workforce Investment Act of 1998 (29 U.S.C. 2931).

The value of any childcare provided or arranged (or any amount received

as payment for such care or reimbursement for costs incurred for such care)
under the Child Care and Development Block Grant Act of 1990 (CCDBGA)
(42 US.C. 9858q). Parlicipaling families may either pay a reduced amount
based on a sliding fee scale or they may receive a certificate for childcare
services.
Note: This exclusion does not apply to amounts received by a childcare
provider for services paid through the CCDBGA.

Examples:

The following is excluded from Annual Income. Ms. Gomez receives a
certificate for childcare services under CCDBGA. The amount of the
certificate is not included in Ms. Gomez' income.

'The following is included in Annual Income. Ms, Anderson, a fenant who
is receiving Section 8 assistance, is paid through the CCDBGA for
childcare services she provides to Ms. Gomez. The income she receives
for providing this childcare is included in annual incorne.
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D. Assets

Assels are items of value, other than necessary personal items. Income from assets is
taken into consideration when determining the eligibility of a household.

Asset information (asset value and income from the asset) must be obtained at the time
of application, The applicant will affirm that this information is correct by executing the
Tenant Income Certification.

Third party verification of assets is required when the household's combined value of
assets exceeds $5,000. Owners of tax credit projects will not have to obtain third-party
vetification of income from assets if the tenant(s) submit Form PRHFA-06 staling that
(under penalty of perjury) the value of their combined assets are less than $5,000. The
tenant's income from net household assets that are less than $5,000 must still be included
in the calculation of the annual income amount when inilially qualifying a household
and upon recertification.

1. Net Household Assets Include:

a. Cash held in Savings and Checking Accounts, Safety Deposit Boxes, Homes,
elc,

1. For savings accounts, use the current balance. s )

2. For checking accounts, use the average balance for the last six months.
A six-month average balance is optimal, but other average balances can
be used if the six-month average is unavailable.

b. Revocable Trusts
Include the cash value of any revocable trust available to the household,
¢. Equity in Real Estate or Other Capital Investments
Include current fair market value less:
a, any unpaid balance on any loans secured by the property; and

b. reasonable costs that would be incwred in selling the asset (e.g.,
penalties or broker fees, etc.).

¢. When a household indicates they own real estate assets, it is important
to determine disposition of the real estate as of the date of move-in, or
in the case of a recertification, the effective date of the certification. This
disposition includes: !

« If there is a pending; offer to purchase or settlement date set.

+ If there is any income from the real estate from the rental of the
property or land contract, including occupancy in exchange for the
payment of taxes or mortgage payments .

Compliance Monitorin@

Any income from the real estate or liguidation must be projected for the 12
month period of the certification.

Note: If the person's main business is real estate, then count any income as
business income.

d. Stocks, Bonds, Treasury Bills, Certificates of Deposit, Mutual Funds, and
Money Market Accounts

1. Interest or dividends earned are counted as income from assets even when
the eamings are reinvested. The value of stocks and other assets vary from
one day to another.

e. Individual Retirement Accounts (IRAs) and Keogh Accounts

These are included because participation in such relirement savings
accounts is voluntary and the holder has access to the funds, even though a
penalty may be assessed. If the individual is withdrawing from the
account, determine the amount of the asset by using the average balance
for the previous 6 months. (Do not count withdrawals as income.)

Example: Mrs. Caldwell has an IRA account valued at $25,000. When she
turns 70 years old, she begins withdrawing 51,500 per year. Conlinue to
include this account as an asset using the guidance in valuing assets. Do
not count the $1,500 she withdraws as income.

Retirement and Pension Funds

1. While the person is employed:

Include only amounts the household can withdraw without retiring or
lerminating employment. Count the whole amount less any penalties or
transaction costs.

2. Atretirement or termination of employment

Periodic receipts from pension and retirement funds are counted as
income. Lump sum receipls from pension and retirement funds are
counted as assets. Count the amount as an asset or as income as provided
below:

a. If benefits will be received in a lump sum, include the lump sum
receipt in Net Household Assets.

b. If benefits will be received through periodic payments, include the
benefits in annual income. Do not count any remaining amounts in the
account as an assel.

c. If the individual initially receives a lump sum benefit followed by
periodic payments, count the lump sum benefit as an asset as provided
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in the example below and treat the periodic payment as income: In
subsequent years, count only the periodic payment as income. Do not
count the remaining amount as an asset.

Example: Upon retirement, Mrs. Harvey receives a lump sum amount
of $10,000 plus she will receive an annuity of $400 per month. Count
the $400 as income and count only that portion of the $10,000 receipt
that is placed into an asset.

. Cash Value of Life Insurance Policies Available to the Individual Before Death

(e.g., the surrender value of a whole life policy or a universal life policy). It
would not include a value for lerm insurance, which has no cash value to the
individual before death.

. Personal Property Held as an Investment

Include such items as geins, jewelry, coin collections, or antique cars held as
an investment. An applicant's wedding ring and other personal jewelry are
not considered assels.

Lump Sum Receipts or One-Time Receipts

These include inheritances, capital gains, one-time lottery winnings, victim's
restitution, settlements on insurance claims (including health and accident
insurance, worker's compensation, and personal or property losses), and any
other amounts that are not intended as periodic payments.

A Mortgage or Deed of Trust Held by an Applicant (Land Contract)

1. Payments on this type of asset are often received as one combined
payment of principle and interest with the interest portion counted as
income from the asset.

2. This combined figure needs o be separated into specific principle and
interest portions of the payment. (This can be done by referring lo an
amortization schedule that relates to the specific term and interest rate of
the mortgage.)

3, To count the actual income for this asset, use the interest portion paid on
+the amortizalion schedule for the 12-month period [ollowing the
certification.

4. To count the imputed income for this asset, determine the asset value at
the end of the 12-month period following the certification. Since this
amount will continually be reduced by the principle portion paid during
the previous year, the owner will have to determine this amount at each
annual recertification.

Example: Computaticn of Imputed Income: An elderly tenant sells her
home and holds the mortgage for the buyer. The cash value of the

mortgage is $60,000. The combined payment of principle and interest
expected to be received for the upcoming year is §5,000. The
amortization schedule breaks that payment into $2,000 in principle and
$3,000 in interest. In completing the asset income calculation, the cash
value of the asset is $60,000 and projected annual income from the asset
is $3,000. In this example, to compute the imputed income, the mortgage
would be reduced to $58,000 after the first year. The owner would
multiply this amount by the current passbook savings rate provided by
the HUD Field Office.

k. Assets Disposed of for less than Fair Market Value within Two Years of the
Effective date of the Certification/Recertification, including assets put into
nonrevocable lrusts.

1. Applicants and tenants must declare whether an asset has been disposed of
for less than fair market value at each certification and recertification.

2. Assets are considered to be disposed of for less than fair market value if the
cash value of the disposed asset exceeds the gross amount the
applicant/tenant received by more than $1,000.

3. In such cases, the whole dilference between the cash value of the asset and
the amounts received -must be included. If the difference is-less than-$1,000,
ignore it

Note: Use cash value if there are costs incurred in disposing of the asset.
4 Do consider:

a. Assels disposed of for less than fair market value when they are placed
into a nonrevocable trust (assuming that no consideration is received or
the consideration which is received is less than cash value),

Note; Amounts received through setlements or judgments that are
placed into nonrevocable trusts on behalf of a member of the household
are not considered as assets disposed of for less than fair market value.

Example: Mr. and Mrs. Long's son, John, was injured in a car accident.
He received a settlement of $300,000 to compensate him for injuries and
future loss of income. The attorney handling the case set up a
nonevocable trust of $300,000 for the benefit of John. This trust is not
undes the control of any member of the tenant household. Count only
the actual income distributed from the trust to John.

b. Business assets that are no longer part of active businesses that are
disposed of for less than fair market value. (Business assets are
excluded from net household assets only while they are part of an
active business.)
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5. Do not consider assets disposed of for less than fair market value as a result
of:

a. A foreclosure;
b. Bankruptcy; or

c. A divorce or separation agreement if the applicant or tenant receives
important consideration not measurable in dollars.

2. Net Houschold Assets Do Not Include:

Important: Do not compute income from any assels listed in this section.

. Necessary personal property (clothing, furniture, cars, wedding ring, vehicles
spedially equipped for persons with disabilities, elc.)

. Interest in Indian trust land
. Term Life insurance policies (i.e., where there is not cash value)

. Equity in the cooperative unit in which the household lives

Assets that are part of an active business. Note: "business" does not include
rental of properties thatare held-as an investmentand nota main occupation

Example: Mr: and Mrs. Truitt own a copier and courier service. None of the
equipment thal they use in their business is counled as an asset (e.g., the
copier, the FAX machines, the bicycles, elc.)

Example: Mrs. Lincoln rents out the home that she and her husband lived in
for 35 years. This home is not an active business asset. Therefore, it is
considered an-asset and the owner must determine the annual income that
Mrs. Lincoln receives from it.

Assets That Are Not Effectively Owned By The Applicant

Note: Nonrevecable trusts (irrevocable trusts) are not covered by this
paragraph.

When assets are held in an individual's name but:

1. the assets and any income they earn accrue to the benefit of someone else
who is not a member of the household; and

2. ‘that other person is responsible for income taxes incurred on income
generated by the assets.

Example: Assets held pursuant to a power of attorney because one party
is not competent to manage the assets or assets held in a joint account
solely to facilitate access o assets in the event of an emergency.

Compliance Monitorinil’lan
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3.

4,

Example: Mr. Green and his daughter, Ms. Green, have a bank account
with both names on the account. Ms. Green's name is on that account for
the convenience of her father in case an emergency arises that would
result in Ms. Green's handling payments for her father. Ms. Green has not
contributed to this asset, does not receive interest income from it, nor
does she pay laxes on the interest earned. Therefore, Ms. Green does not
own this account. If Ms. Green applies for assisted housing, the owner
musk not count this account as her asset. This asset belongs to Mr. Green
and would be counted entirely as the father's asset must he apply for
assisted housing,

g- Assets that are not accessible to the applicant and provide no income to the
applicant,

Example: A battered spouse owns a house with her husband. Because of
the domestic situation, she receives no income from the asset and cannot
convert the asset to cash.

Assels Owned Jointly

If assets are owned by more than one person, prorate the assets according to their
percentage of ownership. If no percentage is specified or pruvxded by statute or

~local law, prorate the assets evenly among all owners. —

Example: Mrs. Robertson is a tax credit tenant. She and her daughter, Mrs.
Duncan, who lives 1,200 miles away, have a joint savings account. Assume
that in this example, State law does not specify ownership, Even though
either Mrs. Robertson or Mrs. Duncan could withdraw Lhe enlire asset for
her own use, count Mrs. Roberison's ownership as 50% of the account.

Determining the Value of Assets

In determining income from assets, owners must use the cash value of the assets
(the amount the applicant/ tenant would receive if the assels were converled to
cash). Cash value is the market value of the asset minus reasonable costs that
were or would be incurred in selling-or converting the asset to cash.

Expenses that may be deducted include:
* Penalties for withdrawing funds before maturity;
* Broker/legal fees assessed to sell or convert the assel to cash;
* Settlement costs for real estate transactions; and/or

* Loans on the asset (see exception in Net Income From a Business).
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A. Assets Converted to Trusts

Compliance Monitoring Plan

d. If an asset is disposed of for less than fair market value by being

A trustis generally considered a legal arrangement regulated by state law in
which one party holds property for the benefit of another. A trust can contain
cash or other liquid assets or real or personal property thal could be turned
into cash. Trust assels are lypically transferred to the beneficiary upon the
death of the grantor. This manual recognizes two types of trusts, revocable
and nonrevocable (irrevocable) trusts,

1.

Revocable Trusts

. The grantor of a revocable trust can change this type of trust as often

as he or she wishes and therefore has access to this asset at any time.
Therefore you include the cash value of any revocable trust available
to the household.

Example of a Revocable Trust

Mr. Porter establishes a trust of $30,000 in his daughter's name. (The
daughter is not a member of the household.) Because it is revocable,
he can modify this trust at any Gme and have access to it. For
purposes of this example, the income is either reinvested inlo the trust
or. paid-to-his-daughter. -Treat this-trust as a- current-asset. Even
though Mr. Porter does not receive the income from this asset, he is
required to report the cash value of the asset and the income the trust
generates. Because it is still considered to be an asset owned by Mr.
Porter, it is not considered an asset disposed of for less than fair
market value.

Nonrevocable Trusts (Irrevocable Trusts)

a. This is a trust agreement that allows an individual to permanently
transfer assets during his or her lifeime to someone else.

b. Trusts, which are not revocable by or under the control of any
member of the household, are not considered assets.

¢. Instead, the regulation requires that the actual income distributed
to the applicant/tenant from such a trust be counted when
determining Annual Income. (As with all income, this is the gross
amount received before taxes or other deductions.)

* As long as the trust exists, any income distributed from the
trust to the applicant/tenant must be counted as income.

= If there is no income distributed from the trust, then do not
count any income from the trust (e.g., income from the trust
that is reinvested into the trust).
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converted to a nonrevocable trust, assuming that no consideration
is received or the consideration which is received is less than fair
market value, then the owner must count such an asset for a
period of two years. (See Assets disposed of for less than fair
market value.)

* In addition, any actual income distributed from the
nonrevocable frust must also be counted-as income under
paragraph c} above. Therefore, for a two-year period, the
owner/agent will consider this asset for purpose of income
computation and, in addition, count actual income
distributed from the nonrevocable trust to the
applicant/ tenant.

. Fnlloiving lhe two-year period, the owner will count only
the actual income distributed from the trust to the
applicant/fenant.

5. Imputed Income from Assets

If the net household assets exceed $5,000, Annual Income must include the
greater of:

a. The actual income from the assels; or

b. Imputed income from the assets. (Impule income by multiplying total net
household assets by the passbook rate specified by HUD 2%.)

Example:

Type of Asset Cash Value of Asset Actual Income Per Year
Checking Account ~ $ 550.00 $ -
Savings Account $ 3,000.00 5 300.00
gip“ﬁfl‘“” o 12,000.00 $ 480.00
Property 5 32,000.00 5 -
Totals: 5 47,550.00 H 780.00

Since the total assets in this example exceed $5,000, the imputed income
must be calculated. In this example, the Net Household Assets of $47,550
would be multiplied by 02, totaling $951. The actual income from assets
($780) would be compared with the imputed income from assels ($951) and
include the greater of the two as part of the household's gross annual
income. In this case the imputed amount of $951 is included in the
household’s income.
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OWNER'S CERTIFICATE OF C.O'NTlNUING PROGRAM COMPLIANCE
To: Puerto Rico Housing Finance Aulhority P.O. Bex 71361, Sau Juan, PR 00936-8461

Cerliflcallon Dates: From: January1,20 To; December 31, 20

Project Name: Project No. :

Project Address: City: Izi|n
[ Tax 1D # of Ownership Entity:

O No buildings have been Placed In Service

a Atleast one bullding has been placed in service but owner elects to begin credit period In the following year.
1t either of the above applies, please check the appropriate box, and procees lo page fo sign and date this fara.

The undersigned on behalf of
(the "owner*), hereby certifies that:

1- The project meets the minimum requirements of:  {check ane)
] 20-50 test under Section 42{g)(1)A) of the Code
] 40 - 60 test under Sectian 42(0){)(8) of the Code
] 15- 50test for "deep rent-skewed” projects under Section 42(g)(4) and 142(d)(4)(B) of the Cede

2- There has been no change in the applicable fracilon (as defined in Section 428(1)(B) of the Code)
for any buikling in the pmjeci.

[ xo
£ "Change", m.mumam»ummmmmsmmmm the project for the
cestification year on page 3:

3- The owser has recelved an annual Tenant Income Certilicalion from each Tow-incam resident and
documentation fo support that certification, or the owner has a re-certificntion waiver Jelter from
the IRS in good slanding, has recelved an annual Tenant Income Certification from each low-income
resident, and documentation Insuppurtt?e cerlification at their initial occupancy.
0 ves HO

4- Bach low-incone unit in the project has been rent-restricted under Section 42(g)(2) of the Code:
0O s [ wo

5- Al low-income unils in the project has been for use by the general public anc used on non-transtent
basls (exept for transitlonal housing: Iuréilw Tiomless under Section 42(1) (3)(B)(ili) of the Cocle):
NO HOMELESS

6 No ﬂmiing[?dkaimlmdm \mﬁu tise Fair Hmumﬁ Act, 42 US.C 3601-3615 has ucmrmi for this project..
A finding of discri dles an acverse final decisi of H 1g and Urban
Development (HUD), 24 CFR 180,680, an adverse final decision eqalv-leulsmte ar local fair housing agency,
42US.C. 3616a(a)(1), or an adverse judgement from a federal court:

[0 wo mnoiNG [0 FnomG

7-  Eachbuilding in the project is and has been suitable for occupancy, laking Into account local health, safety,
and building codes(or other hablity stanclarcls), and the state or local government unit
ble for making bullding code inspections did not Issue a report of a viclation for any
bu!idlng orlow iucome unit in the project,

] ye [ ho
I€"No", status mtute of violntion on page 3 ancl attach a copy of the violation report ns required by
26 CFR 1.42-5 and any documentation of correction.

§- There has been no change in the eligible basis ( as defined in section 42(d) of the Code) of any building
In the project since last certification submission:

[ o cHangs CHANGE
16 change®, smennluaee(dungeh.a n comman nrea has become commercinl space, a fee is now charged for  tenant
[acility formerly p e, of the pioj has received federal subsidies with respect lo the project
wwhich had not b disclosed to the all ly in wriling) on page 3:

PRHFAOL (RGV, 3/11)




G- All tenat facilities, included in the eligible basis under Section 42(d) of the Code of any building in e
project, such as swiruming pools, other recreational fcilities, parking azeas, washer/dryer hookups, and
appliances Eﬂm provided an a mmpml:l‘:lle basis without charge to all lenants in the buildings:

YES

10-  1f a low- income unit in the project has been vacant during the year, reasonable attemps were or are being

made to rent (hat unit or the next available unit of conipatable or smaller size to tenants having a qualifying
Income beﬁr::r,c.my units were or will be Eulud not having a qualifying income:

11-  1f the Income of tenats of a Iow-lm:ome m\u any building increased above the limitallowed in Section

dZ{g)(Z}{D)(ﬁ)oﬂh:Cnd:, le unit of comparable or smaller size in that bullding was or will
be rented to residents blv[ng a qual.tfylng Income:
O ves L1 wo

12-  Anextended low-income housing commitment as described in Section 42(1)(6) was in effect, Including the
requirement under section 42(1)(6)(B)(iv) that an owner cannol refuse {o Jense a unit i the projectto an
applicant because the applicant halds a vouchers or certiflcate of eligibllily under Section 8 of the Unitud
State Housing Act of 1937, 42 US.C. 1437s. Owner has not refused io lease a unit lo an applicant
based solely o their status as & holder of a Section 8 vnud-rnnd the pmiu:t oﬂurm‘:: meels the provisions,

Including any special p s, as outlined In the dy g e (not
upplicable lo bulldlng with lax credits from years 1987-1989):
O ves Cwa Owa

13- The vwner recelved i credit allecation from the portion of e state ceiling set-aside for n project involving
*qualified non-profit crgnn!num' under Section 42{h)(5) of the code aud ils nan-profit entity materially
pnrllupated.in Ihe opesation of the develop within the g of Selcion 469(h) of the Code.

[ ves Owo  Owm

1d-  The owner has complied with Section 42 (H)(6) (B) (£){1) ansl notevicted of terminaled the tenancy of an existing
lenant of aiEf] low-income unit other than for good cause:

yes Owe  COwa

15-  The owner hias complied with Section 42(h)(6)(E)(i){11) and not increased the gross rent above the maxinum
allowed under Section 42 wilh respect Lo aiiy Jow-ncome unit:

[ ves Owo  DOwa
16- There has been no change in the ownesship or management of the project:
CHARGE

HO CHANGE
1™ change®, cnmpleke paged detalling the changes fis ownership or management of the project.

Note: Failure to complete this form fu it sentirety will resuslt in pliance with prog i

In addition, any individual other than an owner or general pactner of the project is not pmnllled losign
this form, unless permilted by the state agency.

The project is otherwise in compliance with the Code, including any Treasury Regulation, the applicable
Stalo Allocation Plan, and all other lasvs, rules and regulations. This certification and any
sttnchments are mack: UNDER PENALTY OF PERJURY,

(Ownership Entity)
By:
Title: Date:

STATE OF PUERTO RICO }ss

County of ) i

The foregoing instrument was acknowledged before me this _____ day of 20 by
My Commission expires

Notary Public

(SEAL)
PRHFAGL (REV.3/13}

CHANGE E L MA
(to ba complated ONLY i *CHANGE" marked for
question 16 above)

TRANSFER OF OWNERSHIP

Dale of ch

Taxpayer ID
INumber:

Legal Owner

Namet

General
Parinership:

Status of
Partnezship
(LLC, elc):

CHANGE IN OWNIIR CONTACT

Date of change:

Owner confact
Owner contact S
Phone:

Owner Contact|
Phone Fax:
Owner Contact
emnlli

CHANGH IN MANAGEMENT CONTACT
Dale of ck

Mansgement
Co., Name
[Monagement
Co. Aderess:
Manngament
|c|ly,llnle, zip:
Management
Conlncl:

vy s

Contact Phone:
Management
Conlact Fax:
\Management

|Contact email:

PREFAGL (REV.3/11)




QWNER'S CERTIFICATE OF COMPLIANCE DURING EXTENDED USE PERIOD
To: Puerlo Rico Housing Finasce Authority 1O, Box 71361, San Juau, PR 00936-8461

Certification Dates:

To: December31,20____

Project Namet

Prom: Janvaryd,20_____
3 Project No.

Project Adiress:

City: |Zip:

Tax 1D E of Ownership Enlity:

The

4

q

on behalf of

(the "ownes"), ereby certifies that:

The required applicable fraction has been mel for each building by leasing units lo individuals or families whose
jucame 50% or 60%, as irrevocably elected by the owner at the time of allocation, or less of the area median gross
{ncome (including adjustoens for familly size) s determined in accordance with Section 42 of the Internal
Revenue Code (Code).

NO
1t "Na®, list the applicable Iraction tor gach building in the project for the certilication year on page 3.

The ovener hs received an initlal Tenant Income Certiflcation from each low-income resident and documentation
to support that certification, and if the properly containg both low-Income and market uits, the awner has also
roceived an annual Tenant Income Certification from each Jow-income resident;

0 ves (mi
Each low-income unit in the project has met the required rent restriction(s):

Dives [

Ench low-Incomme unlis In the project ase and have been for use bye the peneral public:
- _-_DYES_ — - — - Dw —

INo tenants in low-income units were evicled oz had their lenancies terminaled other than for good cause
and no fenants had an increase in the gross rent wilh respact to a low-income unit not otherwise permited under
Sectlon 42.

[ ¥es 0 wo
No finding of discrimination undex the Falr Houlsng Act, 42 US.C. 3601-3619, has occurred for this project .
A finding of discrimination includes an adyerse final decision by the Secretary of Houslng and Urban
Development (HUD), 24 CI'R 160.680, an adverse final decision by equivalentsinte or local fair housing agency,
42U5.C. 3616a(a)(1), or an ndverse judgement from o federal court:

[ noEHOWG ] mnoiG
Rach building in the project is and has been suitable for occupancy, taking into account local health, safety, and
bullding codes {or other hability standards), and the state or Iocal governmentunit respansible for making

building code Inspections did not issue a report of & viclation for any building or low income unit in the project.

[ ves ] mo

1€ "No*, status nature of viclation on page 3 and attach & copy of the violation report and any documentation of
correction.

All tenant facilities Included in the elibible basls under Sectlon 42(d) of the Code of any building In the project
suche as swimming pools, other recreational facilities, parking arcas, washer/ deyer hookups, and appliances
were provided on s comparable basis to all tenants in the buildings:

O ves (m
1£  low- Income unit in the project ling been vacank duing the year, reasonable attemps were or are being
mnde to rent [hat unit to tenants having a quallfying income before any units were or will be rented not having
a qualifying income: L

(5 YS 0 no

1¢ the income of tenats of a low-income unitany building increased above 140% of the npplicable income
Lmit, the next available wnlt in the building was or will be rented to residents having a qualifying income:
O ves ] ko

103

PRHFAL (ROV. 3/17)

11-

12-

14-

Naote:

An extended low-income housing commitment as described in IRC Section 42(h) (€) was i effect, Including the
requirement under Section 42(h)(C)(B) (fv) that an owner cannot refusa to lease a unit in the project 1o an
b licant holds a vo or cerlificate of cligibility under Section 8 of the United

Stale Housing Act of 1937, 42 US.C. 14375,

0 ves O no
Owner has not refused fo lease a unit to an applicant based solely on their status as a holder of a Section &
voucher and the project otherivise imeats tie | Including any speclal provisions, as outline in the
exlended low-incone housing commitment: Y '

[ ves (mii

The owner recelved fis credit allocation from the portion of the state ceiling set-aside for n inwolvi
*qualified non-profit eeganizations” under Section 42(1i)(8) of the Code and 1ts n ofit ;:‘“Fﬁm“";ﬂ
pasticipated in the operation of the development within the meaning of Sectlon 496(h) of the Code (Nole: angwer
N/A if allocation was NOT received from non-profit sel-asiile).

0 ves O xo

There hns been no change in the ownership or management of the project:
[ rocHmee [ crange
16" change”, complete page 3 detailing the changes in ownership or management of the project.

Failure to complete (his foem in its entirety will resuslt in noncompliance with program requirements.
An owner or general pariner of the projects ia required (o sign this form,

The project is otherwise in compliance with the applicable State Allocat Plan, and all other applicable Jaws,
rules and regulations, This Certification and any altachments are made UNDER PENALTY OF PERJURY.

By:
Title:

Date:

PRHFA0I A
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DLEASE EXPEAIN ANY ITHMS THAT WERE
ANSWERED "NO", *CHANGL" OB *[INDING!
ON QUESTION 1-14

CHA

CHANGE IN OWNIRSHIP OR MANAGEMENT
(to be completed ONLY if "CITANGE" marked for
question 15 above)

TRANSFER OF OWNERSHIP

Date of change:’

Taxpayer 1D
Number;

Legal Owner
(NAme:

General
Partnership:

latus of
einership
(LEC, otc):

CHANGEIN OWNER CONTACT

Date of change:

Owener comtact:

Ohvnier contact
Phone:

Owner Contact
Phone Fax:

Owner Contact
nadl:

CHANGH IN MANAGEMINT CONTACT

Dale of change:

Management
Co, Nome

Co. Address:

{Management
cily, state, =ip:

(Management
Conlack:

M. :

3of3

Conlact Phone:

Management
Contact Fax:

[Management
Contact email:

PRHFA-DL-a (REV.3/11)

HUD LIHTC Tenant Data Collection Form
HUD LINTC Tenant Dala Colection Form Tifective Dak
] ol Certification. [T

[} oter IMove-ia Dale

Date of Bicih)
MAI/DD/Y
¥

First Nome Middle
Initinl & Last Name

Relationship to Head
of Household

Race| Tithnicity | Disabled? Yorh) it

®
(A) Social Security/

© (D)
# | Employment or Wages Pansions. Public Assistance Other Income:

?;ia'];— - 5 - -~

Add lotnls from (A) through (D), above TOTAL INCOME

() (H) 0
Type of Asset C/1 Cash Value of Asset Annual Income from Asset
‘Tolal
Total : 5 - |8 -
Colupwn (H) & ¢ . X 200 % = (J) Imputed Incomd § -
over$5000 ——

i i greates of thelotat of columa , or s fmpated Income TOTAL INCOME FROM ASSETS (K) | § -
(L) Total Annual Household Income from all Sourcesfadd (B) +{K)] 5 -

Effective Date of Income Certification:

Household Size at Certification:

The bewsed fo 2 clegfuility. 1/ we Fava provided [or each persants) set forth tn Pait acceplable
wvedfication of curent anlicipated annual lncopwe, Vnwnmmihhmmhlruwwnru:mm wioving out of the unl ar any new
saeniber moving in, Ijnwmmlllylhmﬂmdw;wmrlwml-hmdaq-mmmuudmL

i penaties of perarie, 1 we certity Ul the Idoruaaian preseated b this Oeitlication s rue ] accutate o the best of uny/ our howicge aad Llie, The
2 Rt ssultin

P ing | 1 of fraud, Falae, P
the termindtfen of U leass agrecsnent.
Signnture {Dute} Signature {Date)
Signature {Date) Signature (Date)

PRHFA02 (REV. 3/11)




TOTAL ANNUAL HOUSELIOLD INCOME Household meels Current Income Limits X 140% :
FROM ALL 8OURCES: Income Restriction 5
From jtem (1) on page 1 :l at: Household Income exceeda X140 %
. O 0% [ s0% Recertification:
0O 40% [0 n% O] Yes [ bo
m}

Current Income Limit per Family Size: $
Household Size at Move-in:

Houschald Income at move-in: $

Tenant Paid Rent: § Rent Assistance: $
Utility Allowance: § Other non-opticnal charges: §
GROSS RENT PER UNIT: Unit Meets Rent Restriction at:
(Tenant paid rent plus utility Allow.
& ofher nor-oplional charges)  § Cew Ows O9% Quow O %

Maxcimum Rent Limil for this

unit:

o T ey T

* Student Explanation:

AREALL OCCUPANTFULL TIME STUDENT 7 - -Ifyes, Enter student explanation* 1, TANF 2
Oves O to (Also attach document] 2. Job Training Program
. 3. Single parent/dependant clild

4. Macried/jeinl retum
8, Previous Fosler Care

&

il 1€ £ T, v A7,
Mark the progeam(s) listed below (a. through e.) for which this householdd's unit will be counted toward the property's occupancy

|requirements, Under each prog) ked, indicate thel hold's income status as established by this
a.TaxCredit [ |[b.HOME O . Tax Exempt d. AHDP e ]
(Nane of Progran)
wcoma Statug Inicome Statis Income Slalics licome Status
See part V above. [ <=50% AMGL [[] s0% MGl O so%AMGH m]
[[1 <=60 % AMGI [[] 60% AMGt [ o0% AMGL (m]
[0 <=80% ANMGI [0 80% avGr [ o1=» ] CI
[J o1+ [ o+

saUpon recertification, household was delermined over-income (OI) according, to elipib
q?‘" ; o i

Based on the representations herein and upon the proots and documentation required to be submitled, the individual (s) named In
part 1l of this Tenant Incame Certification is/are eligible under the provisions of Section 42 of the Internal Revenue Code, as
amended, and the Land use restriction. Agreement (if applicalle), to live a unit in this project.

SIGNATURE OF OWNER/REPRESENTATIVE DATE
U. 5 Department of Housing and Urban Developnient 'HUD LIHTC Tenant Data Callection Form
Previous editions unusabile & PRHFA-G2 (ROV.3/11)

Check the appropriale box for Initial Cestification (move-in), Recertification (an:

TENANT INCOME CERTIFICATION

INSTRUCTIONS

Part I - Development Data

nual recertification), or Other. If Other, designale the

purpose of the recertification (i.e., a unit transfer, a change In b ition, acquisition/rehab, or other state-required
recertification). = <
Effective Date:  Enter the effective date of the certification. Enter dates in the following format: YYYY-MM-DD
*Wove-in - date should match the date the houschold ook occupancy of the unit.
*Annual Certifiention - this date should be NO LATER than one year from the effective date of the cetification
previously completed.
*Transfer — list the date the household took occupancy of fhe new unit. A
*Acquisition/Rehab - list the date of acquisition for houscholds in place prior to (he allocation of eredit, after
i testing has been perfi | (within 120 days [rom: the date of acquisition).
Move-in Date:  Enler the date (ww-wm-n'm the househiold bas or will fake occupancy of the wnit,
Property Name: Estter the name of the development.
County: Enter the county [n which the building is located.
BIN #: Enter the Building Identification Number (BIN) nssigned (o the building (from IRS Form 8609).
Address; Enter the addvess of the building.
Unit Number:  Enter the unit number.
# Bedrooms:  Eater the number of bedrooma in the unit (SRO, Studio, 1, 2, 3, ote).
Part I - Household Composition
Mame: List the full last name, first name, and middle initial of all oer.tlpnm of tho unit.
Relationship to y
Head of Household: Enter each household-member's relationship to the head of household by using uno of the
followlog coded definitions: L
H —Head of Household S —Spouse A = Adult Co-Tenant
0 — Othier Family Member C—Child F ~ Foster Child (or Adult)*
L~ Live-In Caretaker** N—1¥one of the Above :
* Live-in caretnkers, loster :ﬁildrm {ar adults), and guests nre NOT to be considered to determine
fomily size for income Umlts.
**Live-in caretakers da NOT sign/date this certification.
Raco*: Enter cach houschold member's race by using at least one of the following coded definitions;
1-White  *2—Dlack/African Aniericau 3— American Indian/Alssia Native
4 —Asim - 5 —Native Hawaiian/Other Pacific Islander ND - Not Disclosed/Missing
*More {ban one racial code can be entered for each household member if he/she chooses lo disclose, by entering
multiple numbess for the applicable codes, For ple, if o resident ch to disclose that he/she is White and
Asian, the owner/agent would enter #1,4" in the corresponding “Race” column,
Etlmieity: Bnter ezch household member's ethnlcity by using one of the following coded definitions:

1 — Hispmmic or Latino

2 - Not Hispanic or Latino

IND —Not Disclosed/Missing

IREFA02-a (Rev. M11)



TENANT INCOME CERTIFICATION
INSTRUCTIONS

Disabled?: Enter “Yes” if any member of the houschold is disabled according to the Falr Housing Act's definition.
Enter “No" if none of the household members are disabled,
Enter “ND" if the household member did not disclose or the information was missing.

Poc the Fair Houst sofinl [ disabled is:

+ A physical or mental impairment which substantially limits one or more major Lif aclivities; a record of such an
impairment; or being regarded s having such an impairment, For a definition of 'physical or mental impairment”
and other lerms used in this definition, please see 24 CFR 100.201, svailoble al:

http://avy i pame=reg

+ “Handicap” does not inchide current, illegal use of or addiction to a controlled stibstance.
= An individual shall not be considered to have a handicap sololy because that individual is a transvestite.

The housing credit agency administering its low-i housing eredit program must, to the best of its ability, proyide this
disability status information, pursumnt {o 42 U.S.C. 14372-8. However, itis the tenant’s voluntary choice whether to provide
such Information, and questions to the tenant requesting the information must so state. Ifthe tenant declines to provide the
Information, the housing credit agency shall use its best efforts to provide the informution, such ns by noting the appearance
of a physical disability that is readily apparent and obvious, or by relying on a pasi year's information, For purposes of
gathering this infe ion, no ions with espect to the nature or severity of the disability nre appropriste,

Date of Birth:  Enler each houschold member's dato of birth. For example, “1978-06-24" would be entercd for Juns 24, 1978,

Student Status:  Enter *Yes” If the household member is a full-lime stodent.

Enter "No" if the howsehold ber is not a full-time student.
Last Four Digits of
Social Security Numnber: For cach tenant over 18 years of nge, enter Lhe Jast four digiis of the SS# or the last four digits of
the alien registrotion number.

*If the tenant does not have a SS¥ or alien registration namber - enter the numerical birth manii

and last two digits of birth year (e.g. if no SS# or alien registration number, and the tenant’s birthday [

is January 1, 1970, enter “0170").
*If DOB Is missing - enter the last four digits of the Building Identification Number (BIN) (¢.g. i no
DOB, and the BIN is OR97-12332, enter “23327).

Part I - Annual Income
See HUD Handboolc4350.3 for complete lustructions on verifying and ealculating income, including plable forms of
verifieation.

From the third party verification forms obtained from cach incowe source, eiter lhe gross amount auticipated to be recelved for the
twelve monthis from the efteclive dale of the certification. Complete a separate line for ¢ach income-caming member, List the
respective househotd member number from Part IL.

Column (A): Enter the annual amount of wages, salaries, tips, conunissions, bonuses and other income from employment;
i distributed profits and/ar net income from a business.

Column (B): Enter the annual amount of Soclal Security, Suppl | Security lacome, pensions, military reti 1, eic.
Column (C): Enler the annual amount of income received from public assistance (i.c., TANF, genernl assistance, disability, ete.),

Column (D):  Enter the annual amount of alimony, child support, unempluy:.mnt benefits or any other income regularly received

by the houschold.
Line (E): Add the totals from columns (A) through (D), nbove. Enter this amount.
Part IV - Income from Assets
See TIUD Handbook 4350.3 for complele instructions on verifying and caleulating income from assets, Including neeeptable

forms of verification.
PRHFA-02-2 (Rev, 211)

TENANT INCOME CERTITICATION
INSTRUCTIONS

From the third party verification forms obtained from each asset source, list lhe gross nmount anticipated to be received during the
\welve mouths from (he effective date of the certification. List Uie respective household member number from Part 1f and complele a
separate line for each member, h
Column (F): List the type of asset (1.e. checking account, savings account, CD; Money Markot, etc.)
Column (G):  Enter C (for Curvent) - if the family currently owns or holds the asset, or

Enter I (for Imputed) - if the family has dispased of the asset for less than fair market value within two years of the

effective dale of certification.

Column (H):  Euter the cash value of the respective asser,

Colwmn (1): Enter the anticipated annual income from the asset {Le., savings account balance multiplied by the uanual interest
rale).

TOTALS: Add the tatal of Colutn (1) nd Columa (T), respectively.

If the total in Column (H) is greater thaa $5,000 you must do an imputed calculation of asset income. Enter the
Total Cash Value, mulliply by 2% and enter the amount in (3), Imputed Income.

Box (K): Enter the greater of the total in Colmn (1) or (3).
Box (L): Totaol Annual Household Income From alf Sources, Add (E) and (K) and enter the lotal.

HOUSEHOLD CERTIFICATION AND SIGNATURES
Alter all verifications of income and/or asscls have been received and caloulated, each household mewmber age 18 or vlder inust sign

and dale the HUD LIHTC Tenant Data Collection Form (also referred to as the Tenant Income Cestification, or TIC). Move-in
eertifications should be signed no earller than 10 days prior (o the cffective date of the certifieation. 2

Part V — Determination of Income Eligibility
“Tolal Annual Household Income From All Sources: Enter the number from item (L),
Current Income Limit per Family Size: Enter the current tnaximum move-in income limit for r.hc houschold size.

Houseliold Meets Income Restriction at:  Check the appropriate box for the income restriction that the houschold meets aecording
to what fs required by the sct-aside for the building (or project).

miiinl Rece

Household Income at Move-in: Enler the total houselhiold income from all sources fram box (L) on the move-in certification.

Houschold Size at Move-in: Enter the total number of houschold members that were listed on the move-in certificatiofi.

Current Income Limit x IJH.]%:' Multiply the current moximum move-in income [imit by 140% and eater the total, Below,
indicate wheiher the houschold income excecds that total, If the Gross Annual Incomse at
recoriification is greater than 140% of the current income limit, the Available Unit Rule must be
foflowed,

Part V1 - Rent

Tenant Paid Reat (TP): Enter the amount the tenant puys toward rent (ot including rent nssistance payments such as

PRHPA-02Z-a (Rov. J/11)




TENANT INCOME CERTIFICATION
INSTRUCTIONS
Section 8).
Rent Assistanco: Enler the amount oF real assistauce, ifany.
*Renlal assistance received for houscholds in LINTC waits s exclyded from GROSS RENT,
unless the unit is HOME-assisted.
Utility Allowance (UA): Enter the ulility allowence. Ifthe owner pays all ulilitics, cuter zere.

Other Non-Optional Charges: Enier the amount of non-optional charges, such as mandatory garage rent, storage lockers,
charges for services provided by (he deyelopmeat, elc,

Gross Rent for Unit: Enter the total of Tenant Puid Rent (TP) + Utllity Allowance UA) + Other MNon-Optional
*Include rental assistance received il the upit is HOM E-assisted.
Maximum Rent Limit for This Unit: Enter the maximum allowuble gross rent for the unit.
Unit Meets Rent Restriction at: .Chnck.lho appropriale seat restriction that the unit meets according to what is required by the
= set-aside for the building (or project).
Part V1I - Student Status

Ifall household members are full time* students, check "Yes”, 1falleast one household member isnot a fall time swdext, check
“No", IF*Yes” is checked, the approprinte exemption must be listed in the box to the right.

“Full time status Is determined by the educational iustitutlon attended by the student.

Part VIII —Program Type

Mark lhopmgmn(s) for which this I hold's unit will be | toward the property’s occupancy requirements, Under each

marked, indicate {he household’s income status as established by this certification/recertification. If the property does not
paﬂlnlpme in the HOME, Trx-Exempt, Affordable Housing Disposition Program (AHDP) or other housing program, leave those
sections blank.

Tax Credit: Mark the appropriate box indicating the houschold's designation. [f the pr ty does not have any occupancy
rcqll'lremml Inlddlllmno r.hnscmqu{red by Section 42, mack the box that enn’e:ponds o (e building’s
minimum set aside, Upon recertification, ifthe houschold's income exceeds 140% of the current income
limitation imposed by Section 42, mark *O1” (for over-income).

HOMIE: If the properiy participates in the HOME program and the unit lh:shnulahold wll] occuwwdl:oum {owards (e
HOME program set asides, mark the appmpr]m: box indicling the I ds desipnation

Tux Exempt: I the property participates in the Tax Exempt Boad program, mark the appropriate box indicating (he houschold's

gesignation.
AHDP: If the property participates in the Affordable Housing Disposition Program (AHDP) program, and this household's
unit will connt towards the set-aside requi s, select the appropriate box to indicate if the household is a “VLI"

(very low-incoms), "LI" (low-income), or “O1"* (over-income, et recertification) houschold.

Other: It the property participates in any other affordable housing program, complote the Information as appropriate.

 SIGNATURE OF OWNER/REPRESENTATIVE

Itis the rupnns[hih:y of the awner or the owner’s representative 10 dg,n nnd dnin this d by
the g and ds ining eligibility (includi ling and signing the Tenant Im.-ome Ccnlﬂciﬂon). and

PRHFA-02-u (Rev.3/11)

TENANT INCOME CERTIFICATION
INSTRUCTIONS

ensucing such documentation is safely and securely maintained in the tenant file, is extremely important and should be conducted by
someans well trained in tax credit compliance.

'Il‘hel'lfelpgrslhltﬂy Tar compliance with federal progrant regulntions les with the ownor of the bullding(s) fox which the eredit
s nllowabile,

PUBLIC BURDEN STATEMENT
Public rqmlin; burden fr this collcetion ol information is estimated Lo average 4 howrs for each response. This includes the time I‘nr
2, and reporting the data. The information will be used (o measure Lhe number of units of housing financed with
1he Lcm—ln:umc [{ousing Tax Credit (LIHTC) that are produced cach year. The infonnation will also be used to analyze the
istics of these howsing units, and will be released to the public.

PRIFA-0-2 (Rov. J11)



EMPLOYMENT VERLFICATION

Fax #: " Paxd:

H-Maik: S E-Mail:
Re:
XXX
FPuinted Name of Applicant/ Resident Unit # (if asaignad) Last Four Digits of 654

X hmhy.-urbnxlu the release of my cmployment information.

Signature of Applicont/Resident Date of Signatuzs

'ﬂ,.mmmﬂ mm ’{‘_L\r'."ll_.‘lu.: ADBY; ENME .- o3 pta L

vl applied for, oz is currently residing in, rental housing mml-ly‘

d!;:o&edﬁ-:dnmndunmﬁlm m%mmmnﬁmnuﬁ:m
information you provide remals confidential and only be used for the pucposs of delermining

program eligibillty, Please return U com;

iz ot ];N-dfs::\d.b MWIMMM For items that do nat apply to

Employea Name: Job Title:

- Prusent Employed: [] Yes Hire Dale: [J No LastDate of Employment:

Cuzrant GROSS Wages/Salary; 3 Avernge # of egulax howurs watked per weels g
Bom / / to f—f-

GROGS Yeas-To-Dale Earnings:

egiony sy conp Clsionsty ] sty (] tivesty J5emanty Ty vy CJoter

Average # of Overtime hours warked per weak: Overtime Rate: 3 Pechour
it
Aveage ¥ of Shift Differential Hours/Week: - Shift Dilferential Rate: $ Pes hour
e
Commisslons, bonuses, Hps, other:  § Are these sarnings inchuded in the YTD figare lsted above? Yesl_) Mol

c«mmhmﬂmn‘hcuﬂmvﬂwﬂﬂ? [ iweekdy. [ seanbmontiy (] Moty [Jensty [ oer

o Bifcctive date:
Lhun}'. e in oy [ pary within the nest 12 months:
If the employee's woek i3 scasonal ot sporadic, pleasa indicate the layoff petiodis):
Does the emy paiticlp & SOIK/ sccaunt? DmDm Employce can access the acxount? DYnD Na
1f the accountcan be acooased, how much can the eployes withdra relicing ar lasing 3

Thereby certify that unln(ammnmupplhdlnthiumian 18 trie and camplele lo (he best ormy knowiledge.

Printed Name of Verifier . Signature of Yesifier Date of Signature

Titla of Verifies Phone Nuzmber P

Nokx Section 1001 of Title 13 of the US, Code makes ita criminal offerse o make willful fake statomen
wmisrepresentalions lo any Department ar Agency of the Unifed States as to nymunwihmiuhms:::.

PRUFA-O3 (REV, 3/11)

VERIFICATION OF STUDENT STATUS / FINANCIAL ASSISTANCE

This student verilication is being delivered in connection with the undersigned’s eligibility for residency in the following

community:

Project Name: Unit Number (if assigned):
Bullcting Address;
1 hereby grank disel of the | it quested below from.

‘Name of Bducational Instilution

Return Form fo:

Studenl Signalure

Printed Name of Studenl

Stedent ID#

Date

1 fan

ink i that Ires verification of student

9

status and any ed hefahe s l’imn provide the hafoumﬂnn mqw'lui below:

This above-named lndlvldm.l hunpplmd fou resid Y

T (or was) the above-named individual a student at this educational institutiond O yss []NO
1f 50, part-time or full ime?  [) PART-TIME  [J FULL-TIME

Date the student lled as such: Tixpecied date of graduati
Please enter (he amaunt(s) of Financlal Aid (Le. grants, scholarships, stipendls, other public and private sources, ele) belng
received 1o attend school below, excluding student loans.
Awarded Beginning Tinding
Source(s) Amount Dale Date
Seholarships 5
Grants $
Other 8
Tuition® §

(*Do nat inchide emonuts asarded for books, hesising, or ollier living expenses unless they are defined by the insiitution es "tuilion”)

I hereby cortify that the information supplied In this section is lrue and complele to the best of my knowledge,

Sigaatt Dale:

Print your name: i —

‘Titla:

Redieational Tnst

NOTIE Sectlon 1001 of Title 18 cf the U.5, Codle makes it criminal offense fo make willfal fal ar lon fo any

Depastutent or Ageney of the United Slates as to auy malter within its jurdsdietion.

PRHEA-04 (REV. 3/11)




UNEMPLOYED AND/OR ZERO INCOME CERTIFICATION

To ths form is lo be compleled by the Appiicant/Tenant.
Source documentation must be obtained for all unearmed Income receive.

Project Nune; . Unit #
Applicant/Teannt Nams; ¥ of Months Unemplayed

Most Recent Exnployment Termination Date (i applicatle) :
CHECKALLTHAT ARPLY:

(') Tty esmgloped it sscatsiruiesiploymie beosil. My wesky el st K §

( ) Tam currently unemployed and DO NOT receive unamployment benefits.
{Attuhln employment history printout for the past 12 months from the Employment Divislon.)

{) [nm currently unemployed, DO Nﬂfmmmmphrnul bcncﬂts. but DO receive unenzned
Income (i.e. SS; TANF, Disability), List d income

{) lDONOTlnﬁtly:beumdngcmpbymlwﬁhhlhemﬂmﬂ& Hmmzxplul.n.

The following sources of funds will be used 1o pay for my rent and other necessities:

() [Wmsm@hpmwmmmumn& Occupation desired:

Hﬂmrnﬁvymmkhemmuw { yho  { )Yes, mynew emp will being o

Iumpmmﬂuhbmlmmulmhlb-nmnmn;ﬂm 5

The anticipated employment income Esled is based on eamings from my previous employment.{ JHo ( ) Yes -

( ) Ihave ZERO income and hereby certify to the following:
1. I'do NOT currently (or expect to) recelve income from nnynf the following sources:

ofa
) Rental income from tenl or pemonal propezly;
d) Interest ar dividends from assets;
) Social Security puyments, annvuilies, insurance policies, retirement funds, pfmlmn,nx

cleath benefits;
nu or disability payments;
g) Public assistance
h) Pedodic income such as alimony, child support, or gifts received from persons not living
in my household;
i} Sales from self-empl {Avon, Mary Kay, Shaklee, etc);
) ﬁnmﬂmmm:dwmvidadwhﬂanmdmgmge,
K} Any other source not named above,
2. No olher pasty pays for jtems (such as rent, household goods, etc) on my behalf.
3, I currently have no income of any kind and there is no imminent change expected in my financial
siatus or employment status during the next 12 months,
4. 1 will use the following sources of fands to pay for rent and cther necessities:

u;Wagmlmm iploy {i g i I.ipn..l:nnme.l,{:us,rxc.).‘

lxndupmnynlp-j‘qlmﬁylhum- e Hon presented In thi fon fx true and accurste ta the best of my
kxmr]dn.'rh mdm further understand(s) that providing f-lu represenlations herein constitutes an act of frawd.
mmﬂlhhlmhmmwllnmm.

Signature of Applicant/Tennnt Printed Name of Applicant/Tenant Date

WOTE: Sectlon 1001 ol Thite 30 of the U.S. C: Ialsn slatementy
Agency of el 5t 1o any craller velthln la jurizdiction,

FREA-08 (v 31

UNDER § 5,000 ASSET CERTIFICATION

For households whoso combinad net assels do nol exceed § 5,000, Complate png fatm por househald (Includa assats of children),

Household Home: Unit No.
D Mam w
1. Mylowr assals include:

@) e A 8} {A*B)
Sash Valug* Int. Rale Annual Cash Value Int.Rate Annual

Income Source Income  Saurce

5 g Saving Account 5 3 Chacking scoounl
$ 5 ‘Canh on hand 8 $ Galsly Daposit Box
3 s Cerlilicalos of deposl § ] Noney Merket funds
s 2 Slocka 3 5 Bonds
E ] s IRA Accounls 5 5 401K Accounts
g 3 Keogh Accaunts 3 L] Trust Funds
$ k3 Equity In Res! Estale $ 3 Land Contrecl
3 3 Lump Sum Mh 3 s Capilal Invesimont
3 5 Lif Taam}
$ s Othar ension Funds not d abx
5 s Parsonal property heid a3 an lavasiment™:
5 E] Othar fiat):

PLEASE NOTE: Cerlaln funds (o.g. Relirement, Fensian, Trust) may of may aal be {lufly) nccessibla Io you. Includs only amounts which—pro—

* Cash valve b defined aa markal valua minus (he easl of converding ha asel lo cash, such i brokar's fees, sellamanl cosl, custanding
Toans, aarly withdraval penalios, gic.

*+ Parsanal Property hald as 6n invesiment may include, but s not liméilad lo , gem o coln callections, eris, anlique cars, elc,. Do nal include
necessary porsonal property such o3, bul nol necessasily limiled lc, household fumiture, daily-use aulos, clothing, assels of an active busines,
or special equipmient for use by tho Cisabled,

2 [ Withia the past two (2) yaars, Uva have scl glven away assela (including cash, raal eslale, ela.) for mora than §1,000 balow tho Iheir
falr marke! value (FMV). Those emounts* are included abova and sra equal 1o a lalsl of: § {tha.
diffarance batwm FAV and the amount recoived, for cach essat on which this occurrad).

3 'O lhwe hava nal sold or ghvea awey assel (inchuding cash, resl esiate, eln) for lass than fair marksl valiin during the past (wo (7] years.

The net famlly nssels (as definat Ia 24 CFR Part ) above do not excecd § 5,000 and the annual income from Ihe net fanilly assels Is
3. This amaunt {3 included In {otal groas annual Income.

Undar penalty of parjury, Ywe certily that the Information presented In this cerifizolion Is Urue and oscurate to the best of myfour

that falsa harels an act of fraud. Falso

turther

lon may resull [n the fermination of a lease agreement.

ApplceniTenaal Dats AgglicanlTenant [irT"]
ApplicantfTenant Dale ApplieantTenanl Dale
NRTE: S2ation 1061 of Tulo 43 of the U8, Code makes It erl or Agency
of tha Unliod Stales a3 [o any Malter within (18 Jurisdistion.
PRHFA-0G (Rev 31 1)



INCOME VERIFICATION PUERTO RICO HOUSING FINANCE AUTHORITY

FOR TENANTS WITH SECTION 8 CERTIFICATES OF VOUCHER LOW INCOME HOUSING TAX CREDIT PROGRAM
ALTERNATE CERTIFICATION
e TROM: [ #* T be used oaly by 100% Tax Credil and Bond Projects ** |
Property: Unit Number:
Move-in Dale: Effective Dale:
L HOUSEHOLD COMPOSITION
Tas applicd for residensy in/is o vesident of unit of _____ ,alo
Applectior Y in/] i 1 Listall cccupants of the unitand indicate if full-time student;
Income Houslig Tax Credit development, As part of pur pracessing, we must oblain verification of househald
anticipated grogs annual income. Occupant (5) Birth date Tull Time Student (Y/N)
Number occupants: Number becl =
[ Movein [] Re-certification :
Permission by: : =
(Applicant Signature) (Date) Are any of the above Adult occupants original members of the household? Yes[[] No[J]
Date ndditional member was added to the household composition:
Under Section 42(g) of the Inlernal Revenue Service (as amended) and the Low Tncome Housing Tax Credit -
Program, the anticipated gross annual household income for the above reference household cannot exceed e e G T S Yes[] No[J
$_____, the opplicable Income limit for this unit, The applicant has reported an anticipaled annual % Set Aside: Gross Household Income: Current Income Linyits:
household income §, : 1. RENT
Tenant Paid Renl: Utility Allowance: Gross Renl:
Please complete the section below and return this from in the enclosed self-addressed, stamped envelope or fax it
back to my office at Thank you in advance for your prampt attention, itk Gross Renf Limit for this uait Last Rent Change Date:
Sincerely, 1:8 FULL TIME STUDENTS EXCEPTIONS
Apactment Manager
Answer only if all members are full-time students: (Definition of student: Anyone who has been or will

be o full-time student at an educational institution with regular facflities anc stuclents during 5 manths of |
the year this Certification s completed.)

The following is to be completed by the public housing authority:

If yes, are the students macried and fling a joint fax retur? Yes[] No[]
The combined anticipated gross annual household i of the in the above reference unit does nol
exceed the applicable income limit under section 42(g) of the internal Revenue Code, as amended. TF yes, does the houschold receive Temporary Assistance to Needy Famili Yes[ ] Nol[]
(TANE)?
Anticipatecl Gross Annual Income stated above ____ agress/______Does notagree with our record, 1 yes, is the househald comprised of a single parent & child(ren) none of Yes [[] No[]
whom are dependents of a third party?
(Signature) {Date) (Phone #) If yes, are the students enrolled in a job training program under the Job Yes[] No[J
0 | Training Partnership Act?
(Printed Name) (Title) Full-time student formerly in foster care. Yes[] No[J

The Low Income Housing Tax Credit Program js a Federal low-income rental housing program governed by the
Tnternal Revenue Service. Section 42 of the Internal Revenue Code requires owners to defermine annually the

Income eligibility of all tenants vccupying tax credit units.
PRHFA-07 (REV. 3/11) 1of2
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Certification Effective Date: HOUSEHOLD
Houschold certifylng for the following Program(s): QU ESTIONNAIRE
o Move-in & Section 8
o Initial Cert © Housing Tax Credit
0 Recertification 0 HOME
0 Adda Memb O Secti Date & Time Rec’d:
0 Other Renk Amount$
Property Name Bldg/Unit i

compl n 0 1 oll perzons who

P awn '3 unit. Ghve the relatlanship of azch family member 1o
the haad of id. I this eligibifity appll Is belng d by sn applicant who Is opplying for occupancy with an existing household, only Include the
Infarmaltiza for the new applicant.

Fach household member age 18 years or older and under age 18 if head, spouse, or co-head of household must disdose Inconte and assets and sign and date this
application. All Housing Yax Credit Program househiolds must also complete an Annual Student Certification.
e

HAS/WILL THIS PERSON BE A
HOUSEHOLD MEMBER'S NAME RELATIONSHI? | DATE OF BIRTH | STUDENT *DURING THIS AND/OR SOCIAL SECURITY
THE UPCOMING CALENDAR YEAR? NUMBER
YES/RO
HEAD

@b w s

* Include public znd private elementary, junior & senlor high, college, university, tachnical, rade, and mechanical sehools. Do not Include an-the-job
Iraining courses.

: : & : 3 2l
List current and anticlpated Income for the twelve-month perlod beginning on the d move-in date or
Includa all full time, part time or | Income even if i this

date of recertification.
Inthe off-season.

DOES ANY MEMBER RECEIVE OR EXPECT TO RECEIVE
(Check Yes or NO to each Item, as applicable, and Inciude gross monthly amount. List sources on page 2);

YES nNO Gross Manthly Amount
1. Wages, salarles (Include overtime, Ups, bonuses, commissions, etc,). » = « + « « & . s
: Z. Does any member work for someone who pays tham In cash oris selfF-employed + =« « « - 5
Sl [E 3, Regulor pay for a member of the armed forces = = = « + ¢ o 0 v 0 0 . . _5
[ | [ | 4 cublicAssstance{MFIRGA] = ¢ = v v s e ek 4w e e e e e K
[ | [T | 5Workefscompensslion - =+ & ka4 we wie s om e @ s G E
6. Unemployment benefits or By A o) e g e e R o T G s :
| [T | 7 Studentfinancial assistance (public or private, not Including student loans) = » « = + « i
| 8. Chilld support (check yes I you hava a ¢ourt order, even if you ara not raceiving the full amount awarded) » _E
| 9, Alimony/Spousal Malntenance + ¢+ = ¢ ¢ & = & x e 04 4 s e 3
e 10, Socfal Security Income (including unearned Income of minorchildran) = « = =« « « 5
| [ | 11 Disabilty benents including soclal security disabillity  + ¢+ s+ 0 0 0 0 s o ow s s
i : 12, Negular payments from pensions {PERA, rallrcad,ete) © + ¢ ¢+ ¢ 4 4 o s K
13, Regular pay fram benalits @ & v & & 4 % @ & G0 a n e oW s S

PRHIFA-02 (REV.3/11)
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14.DeathBeneflts * * * = =+ =« ¢ + & 4 & 4 ¥ e 2 s w4 % s w2 ow

15, Regular p from orife dividends « = « = « @« ¢ & o
16. Regular payments from Inherilance, Insurance settlement, lottery winnings, etc. » « + ¢+
17.Netincomefcomrentalproperty = = =+ = ¢ ¢ 0w s s 0 e s 4 e
18. Regular cash and non-cash contributions, assistance with paying bills or gifts from Individuals not

Living In the unit{not Including grocerles)» + » + =+ = ¢ 0 0 s e e e v
19, Other {list)

20, Other {list)

OES ANY HOUSEHOLD MEMBER (INCLUDING CHILDREN) HAVE MONEY HELD IN:
21, Checklng Accounts + =+ + « « ¢ 4+« & « -« (6months average balance)
22.5avingAccounts ¢ ¢ ¢ v s
23.Stocks + ¢+ o+ v s e s s e s w e =
2 Copital investments: '+ = »0 el e el E e 0 we) )k e et
25.Bonds + ¢+ o+ » s 6 a b kv e e e s s s v vy -
26.TrUsts® *+ & s x4 & o4 s v s w b 4w w
27.Securiifes ¢ a0 v = v 3
28. Whole or Univarsal Life insurance Policy (do notinclude term life Insuzance)

29. 401K*

30, IRAJKEOGH Accoums

31, Cartificates of Deposit

32, Pension/felirement/Annuity accounts. .

33. Money Market Funds + + + + ¢ & o+ 4 s .

3. TreasuryBllls + ¢+ o+ ;

35, SafetyDepositBox *« « + = + ¢ s e s s . o

36, Lump Sum Payment {Le., Inheritance, Insurance settiement, lottery winnings, copital gains) *  *
37. Are any accounts held jointly with someone not in the unit? Which account and with whom? =
38, Other

CURRENT BALANCE

APAR

L5 40 |40 [ fen (4

“Include Trusts, 401K, eic, only if the !/

Isle to he k hold prior to f emplay |

or death, If youare unsure,

39.00 you now own 8 home or other realestate? + + = ¢ o+ o+ = e ro0
If yes, ist address{es):

Valug

40, Do you recelve payments for a home you sold by contract for deed? « + - - ¢

41. Do you have any coln collections, antiyue cars, gems/jewelry, stamps ar any other items
held as an Investment (wedding rings and perscnal jewelry do not count)?
42, Are any assets held jointly with another person? List person and asset(s).

Enter combined cash value of all houschold assets

[5

2of3



DO NOT LEAVE THIS SECTION BLANK.
Form 142, income and assets above, provide contrct Information for all “YES” checked items. All information must be verified.
{if household mamber hns more than one source of inconve and/ or psset, use a separale line for each source.

Use ndditionn] sheets, if necessary.)

Ttem Number | HH b Name and mailing address of income or asset source

Conlact Name &

| phone/fax number

Please attach documentation available lo verify income (e.g., divorce/seltlement papers, lnx returns, social security benefitawurd letter, ete.).

30f3

PIRUFA09 (REV. 3/11)

ANNUAL CERTIFICATION OF STUDENT STATUS .

All household members 18 or older (oz if under 18 and qualified as Head, Co-Head, or Spouse) must
complete, sign and date this form upon move-in and annually during the Initial Complinnce Period of
the project {nat applicable for the Extended Use Period).

Propedy Name: BN : Unit #:

H hald Ok

¥

Yuuh-wnppnndhr. otcunenﬂynnld.nin.lmmlhmmtmud[nn development operating
mm&dmmmnevmcm Provisions of the Code require certification and/or
verification of student status to sssist in determining progrm cligibility. Ploase check A, BorCasit
applies to your houschold:

A [ Household contalne st leaat one pant vha I8 & studont, has not been a stadant, and will not
be a studont for any pert of 5 months or more during thle currant andior upcoming calendar year
(monlhs need nol be coasaculiva), If this ftem is cheked, no further sclion ls necessan.

(e talns all students, butls g d because the I
htpu&hruudlm.Wlhmwm-ﬁrumnmﬂﬁMOuHsﬂ)hmodhnm
one househald momber.

C. [ Housheld contalns all full-timae students for any part of § months or moro during (he current
andlor upcoming ealendar year (months need not bo coneeculive). I °C* applies, complalo quostions
1-6 below:

1. [s atjoast one student recelvin m:dmunds'rmwufunswd
© 7 Securliy Act (Le AFDCT. OYes TNa

2. Wu«thmmmuammpm
mdmmbmw& -hhmxh(mﬂ
«care? 1f yes, attach d ip OYes e

3. Dounucutmemdmlpuﬁdpﬂulnn propum mﬂvngulmlum
under the job Training Fa Act, Act, ar
undnnﬂmﬁmﬂnt«l:nllmuwhm?ﬂyqnuda .
f current Oves  [Oho

LS uum«nmmmhmmmtmjmmmm
pat a dep of suother and the dsfare not
dependent{s) of sameans other than the other {ur absent) parentl If
yes, attach third perty documentation (Le. tax r2hwn or a court ordor
establishing custody). - OYes (o

3 mmmmmmwm»m.wmm Hyu.
m;wﬂﬁ-mma-lumuhmnmﬂy

setumn. DOYes  [Ono
Under punally of perury, unmﬁtyﬂwﬂn £ P d lnan is true and aceurte
14 the best of amy/our lm‘[ﬂlse five £q 19 0o management e S
household's studeot tatus, denlgned furlher ua ) that P'MW'& Talss wmﬁ‘
mlummmldﬁlmd. False, misleadlng or i plete i may reault in the fermination
u.'lkuupﬂm&.
Signatuse of Applicant / Tennnl Dule Sigralure of Applicant / Tenant Da=
Signature of Applicant / Tenant Dats Siguatuze of Applicant / Tenant Date

NOTE: Section 1001 of "Citle 18 of the U8, Code makes it a aiminal offenso to mabe willfull false statemenis or
utisdiction,

misgapresentations lo any Department or Agency of the Uniled States as ko aay matter within ils

PHHFAO (REV.3/11)



PUERTO RICO HOUSING FINANCE AUTHORITY
SUBSIDIARY OF THE GOVERUMENT DEVELOPHIENT BANK FOR PUERTO RICO

CERTIFICATION FOR BANK ACCOUNTS

Household Nama: Project Name / #Apl.:

TO BE COMPLE_]’ED BY THE FINANCIAL INSTITUTION
Name of the financial Inslitution:

PUERTO RICO HOUSING FINANCE AUTHORITY
LOW INCOME HOUSING TAX CREDIT PROGRAM
UTILITY ALLOWANCE INFORMATION
Cowplete for project, If dilferent utility allowance sources are used Ina project (i.e., Utility supplier and FHA)
or the project consists of different unit types (i.c., opts and lownhomes)
complete a separale form for each

Project Name BIN(s)

TC ProjectID Effective Date & Source of Ulility Schedule

Telephone:
AMOUNFOF
‘Wus
'AID AND
TYPE OPENING DATE THE " DATE OF LAST
ACCOURT ACCOUNT PAYMENT
Balance of last 6 months in checking account
Accounl B Inleresl %
Month Balance
If the account is closed, please Indicale below the closing date.
Comments:
Name of Authorized Otficlal Signalure of Authorized Official
Date Official Seal - Financial Instifuticn

Note: This certification Is not valid withoul the afficlal seal of the financlal Institution.

FRHFAT Ree, 10142013

For each size unit that applies to your project, please indicate the ulilities that are paid by the residents
and the amount of the utility allowance from the source document,

Efficie n%g_udlo 1 Bedroom
Gas | Elec| OIl | L.P. [Other|UA Amount Gas | Elec| OIl | L.P, |Other|UA Amount]
Unit Heat Unit Heat
Water Heat [Water Heat
Caoking | |Cooking
Unit Electric Unit Electric
(Water Sve Water Svc
Sewer Sewer
Trash Trash
TOTAL: TOTAL:
2 Bedroom 3 Bedroom
Gas | Elec| Qil | L.P. |Other|UA Amount| Gas | Elec| Oil | L.P. |Other{UA Amount]

Unit Heat Unit Heat
‘Water Heat \Water Heat
Cooking Cooking
Unit Electric Unit Electric
\Water Svc Water Svc
Sewer Sewer
Trash Trash

OTAL! TOTAL:

Project ownera and manngers are urged to read 26 CER. § 142-10 (April 1, 1994). Utility allowances are also addressed in
PRHFA Compli A g Plan. D fon from the applicable utility source must be provided.

PP

PRHFA-12 (Rev 10/2013)




Property Name/Number:

Owner:

PUERTO RICO HOUSING FINANCE AUTHORITY
LOW INCOME HOUSING TAX CREDIT PROGRAM
UTILITY ALLOWANCE CERTIFICATION

This Utility Allowance Certification- includes supporting documentation from the following
source(s):

o

a
o

Owner’s Average of Actual Consumption using achial utility usage data and rates for the
building(s)

HUD Utility Schedule Model from www.huduser.org/ datasets/lihtc.html

Energy Consumption Model using an encrgy and water and sewage consumption and
analysis model from & properly licensed mechanical engineer

By signing below, Owner hereby cerliffes that the documentation is complete and accurate
vegarding utility costs assoclatec with the above named property. Owner understands that
Puerto Rico Housing Finance Authority may require additional information to substantiate the
allowances provided herein. Owner also certifies lo the following:

1

2,

1am an authorized signor for the above named Owner of the property.
I have personally reviewed the documentation provided for this Utility Allowance.

The Owner's Average of Actual Consumption includes only continuously occupied units
(50 or more weeks) in the most recent twelve-month period (most recent month is no older
than 60 days from the effective date) for at least 25 units and representing each bedroom
size, geographically dispersed across the property or all units if the property has less than 25
units. All units in the property are listed on the enclosed spreadsheet by bedroom size, Any
units not included in the calculation have the reason listed on spreaclsheet.

. “The HUD Utility Schedule Model uses rates that are no older than the rates in place 60 days

prior to the effective date.

. The Energy Consumption Model was completed by a mechanical engincer properly licensed

in the Puerto Rico, and at a minimum takes into account specific factors including, but not
limited to, wunit size, building orientation, design and materials, mechanical systems,
appliances, and characteristics of the bullding location, Ultility rates are based on local rates
and utility supplicr(s) for the above property and are no older than the rates in place 60 days
prios to Lhe effective date. This engineer and owner are not relaed within the meaning of
1RC section 267(b) or 707(b).

Pagelof2 PRHFA-12A {Rev 10/2013)

6. Estimates are based only on utilities that ave metered to residents where resiclents receive a
monthly bill specific to usage in their unit.

Based on the supporling documentation, I certify that the correct combined mouthly average
utility estimates for the above named project are as listed on the attached form(s) PREFA-12.

Partner’s Printed Name Signature

Date

Ulility Allowance based on Owner's Average of Actual Consumption or IHUD Utility Schedule
Model was compiled by (If different than person signing above):

Print Name Signature

Company Name Date

Englneer’s Certification (tequired only when the Bnergy Consumption Model is used):

1 hereby certify that I am a mechanical engineer properly licensed in the Puerto Rico, that the
Energy Consumption Model complies with the minimum requirements in {5, above, and that I
am not related to owner within the meaning of IRC section 267(b) or 707(b).

Print Name Signature
Lic. No. Date
Company Name

page2of 2 PRHFA-12A (Rev 10/2013)




PUERTO RICO HOUSING FINANCE AUTHORITY
LOW INCOME HOUSING TAX CREDIT PROGRAM
PROPERTIES CONTACT INFORMATION FORM

PROPERTY INFORMATION:
Property Name:

Address: City/ Zip Code:
Telephone #: Fax if; County:
On-site Manager Name: Email addvress:

Q INFO ON:

Project Owner Partnership Name:

Project Owner Name: Tax ID
Address: City: Zip Code:
Telephone #: Fax #:

E-mail Address:

MANAGEMENT Cf ATI

Property Management Company:

_ Project Administrator Name:

Address: City/ Zip Code:
Contact Name: E-mail Address:

Telephone #: Fax #: Tax ID#:

COL Contact Name (if different from above):

Telephone #: Fax #:

E-mail Address:

Pesson(s) autorized to sign and submit compliance reporting forms:

Additional information:

Project Owner Signature Date

PRHFA-13 (Rev 10/2013)
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Qualified Contract Process ANNEX P

Qualified Contract

The qualified contract (QC) is an offer to acquire the tax credit property for a defined price to
assure continued affordability restrictions. IRS regulations determine that if the Authority is
unable to present an agreement for a QC price, the extended use period can be terminated. A
QC may be requested at any point after the fourteenth (14t) year of the compliance period.

The terms, conditions, and procedures contained in this Process (Process) will allow the
Authority to administer QC requests from property owners (Owner) who intend to make a
request under IRS Code Section 42(h)(6)(E)(i)(II) (QC Request) to produce a QC.

Initial Eligibility

The Authority will require an initial application (Initial Application) to determine eligibility,
before an Owner may submit a QC Request. The IP will not bind Owners to submit a QC
Request and does not start the one year threshold (OYT). The Authority will accept IPs at any
time during the year. Upon receipt of the IP, the Authority will determine if the property is
eligible for consideration.

Information submitted in the IP shall include at a minimum:
1. Documented ownership of all properties, including address and other pertinent
property information (Attachment 1).
2. copy of Tax Credit (Tax Credits or LIHTC) documents, including:
a. first year 8609s for all buildings in the Project;

b. all loan and regulatory agreements, including LURA (documents submitted should
include original, current, and any amendments);

3. Owner certification that all necessary documentation, defined in the list below, is
available and that all other purchase options will be waived;

4. non-refundable preliminary application fee; and

5. Owner certification and documentation of release of existing purchase options.
Evaluation
Eligibility to request a QC will be based on previous commitments and actions of the Owner,
and compliance with regulatory requirements on the property. Properties will be eligible to

submit a QC Request if:

1. The property has completed the initial 15-year compliance. Dates for determining
compliance with the initial 15 years are:

a. the last day of the 14th year of the compliance period of the last building placed in
service, or
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b. the last day of the 14th year of the last allocation of a multiple year allocation to the
same property.

2. There exists no waiver of rights to a QC in the LURA.

3. The property is not subject to affordability and regulatory restrictions based on
financing and rental subsidies received on the property other than the Section 42 LIHTC
financing (i.e., HOME, Sec. 8, etc).

4. The property complies with financial, audit, and compliance requirements under LTHTC
and other financing resources.

5. The property is not subject to existing purchase options, including a non-profit general
partner’s right of first refusal. Owners must obtain a full waiver of existing purchase
options and rights of first refusal in order to make an eligible QC Request.

Eligibility Determination

The Authority will notify the Owner upon completion of the pre-application eligibility review,
indicating whether the property is eligible or not to make a QC Request.

If a project is deemed eligible for a QC, the Owner will receive a notification letter and
application packet. The Authority must receive a non-refundable review and processing fee to
begin the QC Request review. The QC Request from an Owner will be accepted at any time
during the calendar year.

The QC Request must include:
1. QC Request letter (Attachment 2) where the Owner certifies that:

a. has reviewed all due diligence materials used in the calculation of the QC
worksheets and that they are solely responsible for documents and information
used in the calculation of the QC Price (QCP) (worksheets A-E in Appendix), using
the procedures set forth in Section 42(h)(6)(F) of the Internal Revenue Code. The
Owner will sign a statement verifying the accuracy of the assumptions used in the
computation of the QCP and will hold the Authority harmless in the use of the
development information;

b. will reasonably cooperate with the Authority in all aspects related to the sale of the
property.

2. The Application Packet, containing:
a. First year 8609s for all buildings in the Project.

b. Completed worksheets A through E. An independent certified public accountant
must certify all computations.
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c. Annual partnership tax returns for all years of operation since the start of the
compliance period.

d. Annual property audited financial statements for all years.

e. Loan documents for all secured debt during the compliance period (original, current,
and any interim amendments).

f.  Partnership agreement (original, current and all interim amendments).

g. Current and complete rent-roll.

h. A narrative description of the project, including amenities.

i. Sales prospectus (applicable if property is currently being offered for sale.)
j.  Physical needs assessment for the entire property.

k. Phase I environmental (Phase II analysis, if conditions from the Phase I analysis
determine a Phase II is necessary).

1. Appraisal for the property.

m. Market study for the property.

n. Current title report.
Owners will incur all costs associated with necessary third party reports. Should third party
costs exceed the Owner’s initial deposit, the Authority will request additional funds. If the
Owner is unable to contribute necessary funds, the OYT will be suspended, and the Authority
may halt processing or terminate a QC Request.
The non-refundable QC fees are:

1. Preliminary application: $1,000.

2. QC Request: $4,000. It must be submitted when the QC Request Letter is presented to
the Authority.

The Authority may revise fees as necessary to insure the cover the Authority’s corresponding
expenses.

The OYT shall begin when the Authority receives a complete QC Request package including all
of the above items. The OYT will be delayed or suspended pending receipt of all applicable
items.




Qualified Contract Process _ ANNEX P

Review Process
1. After all documents are received the Authority will notify the Owner and start the OYT.

2. The Authority will verify the QC calculations and supporting documentation to
determine the viability of extending a QC offer.

3. The Authority will conduct the following notice of LIHTC properties seeking QCP:

a. The Authority will post on its website a listing of properties, with property
information, determined eligible to submit a QC.

b. The Authority will provide information on properties, with property information,
for which a completed QC Request has been received. Information may be
forwarded to:

i. Posted on the Authority website.
ii. Current owners of Authority portfolio and LIHTC properties.

iii. Interested affordable housing preservation organizations and
stakeholders.

Presenting a QC

Under IRS (42(h)(6)(E)(i)(II), the Authority’s obligation is to present to the Owner a bona fide
contract to acquire the property for the QCP (Contract). Once the QCP is affirmed, and a
prospective buyer is identified, and the Authority has determined to pursue this course of
action, the Authority will present a Contract to the Owner. If the Authority presents a Contract
(regardless if the Owner accepts it or not), the possibility of terminating the extended use period
is removed, and the property remains bound to the provisions in the LURA. Should the Owner

choose to accept the Contract, the buyer will be responsible for adhering to the provisions in the
LURA.

If the Owner does not accept the Contract, the property will remain under the existing
affordability restrictions. There is no requirement in the IRS Code that the prospective buyer
purchase the property. Whether or not the seller executes a contract and closes the transaction is
a separate, legally unrelated matter.

Three-Year Eligibility for Existing Tenants
If the Authority does not present a Contract prior to the expiration of the OYT (or a longer

period as the Owner may agree to in writing) the Project may be released from the LURA's
requirements.

However, the Project will be subject to the requirements of Section 42(h)(6)(E)(ii) for a three-
year period beginning at the end of the compliance period where the Owner may not:
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1. evict or terminate a tenancy (other than for good cause) of an existing tenant of any low
income unit; or

2. increase the gross rent with respect to any low-income unit except as permitted under
Section 42 of the Code, as well as the requirements of the regulatory agreement.

Requirements

Qualified Contract Price: ~ The Authority will resolve every case of doubt or interpretation in
determining the QCP, both with regard to the overall process and
for particular properties, in favor of a lower value.

QC Process Amendments: The Authority may add to or amend the Process with at least 30
days notice on the website and to Owners engaged in the QC
Process.

Disqualification of QC Request:

1. Owners may cancel the QC Request at anytime during the Process. However the
Authority may determine that an Owner cannot submit another request.

2. The Authority must have continuous cooperation from the Owner respecting all aspects
of property information, financial statements, and tax returns. Lack of cooperation will
cause the Process to terminate.

3. Should the Authority receive notification of IRS’s investigation or audit regarding the
tax credit property at any time during the QC Request, the OYT will be suspended and
the Process will stop until the audit or investigation is complete.

4. Default or material noncompliance with Section 42 will result in suspension of the
review until the Authority can respond.

In the event of a suspension due to noncompliance or audit, the property must operate under
the LURA.
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ATTACHMENT 1: Initial Application

Please complete the preliminary application forms and return forms and documentation, a
multifamily fee payment form (available for download at
(www.bgfpr.com/ principalsubsidiaries /housing-finance-authority ) and a check for the
application fee to:

Puerto Rico Housing Finance Authority

Attn: Multifamily Housing Finance and Development Dept.
P.O. Box 71361

San Juan, Puerto Rico 00936-8461

Owner:

Taxpayer Identification #
Project Name:

PRHFA Project ID #:
Property Address:

Date of Allocation:

1. Owner/ General Partner(s) Contact Information:

Entity Name
Address
Principal
Fax

Email

Entity Name
Address
Principal

Fax

Email
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2. Total # of Buildings:
Total #of Units:

Total # Low Income Units:

BIN # Placed in Service Date 1st Year Credits Claimed

Is the property a Mixed-Income Development?

3. Does the Property Agreement or other legal documentation grant any form of
preference for purchasing the property? (e.g., a right of first refusal granted to a
nonprofit partner?)

If yes, provide information on the individual or entity holding such right.

Entity Name Address Principal Phone

4. Has the property been cited for any violations that have required an 8823 to be filed
with the IRS that remains uncorrected?

If yes, state the nature and date of the violation (including copies of 8823s).
Nature of Violation Violation Date

5. Is the property subject to addiftional affordability restrictions (e.g., USDA Rural
Development, HUD, state/local funding, etc)? :

If yes, submit copy of restrictions.

6. Does the property have project-based rental assistance?

I CERTIFY, to the best of my knowledge, that:

1. the information in this application is complete and accurate;

2. all purchase options will be waived.

I UNDERSTAND, AGREE AND ACCEPT THE PROCESS, INCLUDING THAT THE OYT
DOES NOT START UNTIL THE AUTHORITY DETERMINES THAT THE OWNER MEETS
ALL SUBMISSION REQUIREMENTS.

Owner:
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Date:

ATTACHMENT 2: Qualified Contract Request letter

Puerto Rico Housing Finance Authority

Atin: Multifamily Housing Finance and Development Dept.
P.O. Box 71361

San Juan, Puerto Rico 00936-8461

Re:  Qualified Contract Request Letter
Property Name:
Tax Credit Number:
Address:

Dear :

I hereby request that the Puerto Rico Housing Finance Authority (PRHFA) present a Qualified
Contract (QC) for the purchase of [Property Name]. This request is made pursuant to Section
42(h)(6)(E)(i)(IT) of the Internal Revenue Code (Code). We understand that PRHFA will have
one year from its receipt of this letter and all of the accompanying information described below,
to present a QC to purchase the Project.

We have enclosed:
1. First year 8609s for all buildings in the Project.

2. Worksheets A ~-E. Completed, or reviewed and approved, by the accountant for the
Project, [Accountant’s Name].

3. Annual tax returns for all years of operation since the start of the compliance period.

4. Annual property financial statements for all years.

5. Loan documents for all secured debt during the compliance period (original, current,
and any interim amendments).

6. Parinership agreement (original, current and all interim amendments).

7. Current and complete rent-roll.

8. A narrative description of the Project, including amenities.

9. Sales prospectus (applicable if property is currently being offered for sale).

We understand that the one-year period allowed for offering a QC will not begin until all
information is received and PRHFA deems it satisfactory.

We also understand that the above information may be shared with prospective purchasers,
real estate brokers and agents of PRHFA and summary data may be posted on PRHFA's
website.

We will reasonably cooperate with PRHFA and its agents with respect to PRHFA’s efforts to
present a QC for the purchase of the Project. In this regard, we understand that prior to the
presentation of a QC, we may need to share Project due diligence with PRHFA and with
prospective purchasers, including but not limited to, additional rent rolls, Project tax returns,
income certifications and other Section 42 compliance records, records with respect to repair
and maintenance of the Project, operating expenses and debt service. Provided, before
9
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information is shared with a prospective purchaser, we may require that it enter into a
commercially reasonable form of nondisclosure agreement.

We will also share with PRHFA, at its request, the documents and other information that were
used to prepare the enclosed calculation of QCP, including Worksheets A - E. We also agree to
allow PRHFA, its agents, and prospective purchasers, upon reasonable prior written notice, to
visit and inspect the Project, including representative units.

We also understand that if PRHFA finds a prospective purchaser willing to present an offer to
purchase the Project for an amount equal to or greater than the QCP, we agree to enter into a
commercially reasonable form of earnest money agreement or other contract of sale for the

Project which will allow the prospective purchaser a reasonable period of time to undertake
additional, customary due diligence prior to closing the purchase.

Sincerely,

Owner

Attachment

10
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ATTACHMENT 3: Qualified Contract Price

Before the Authority can begin review of a QCP and begin marketing the project you must
complete the QCP Form attached to these instructions (QCP Form). This calculation shall
establish the minimum price at which the Authority can market the Project and present an offer
for its purchase.

To fill out the QCP Form, you must complete Worksheets A through E, where applicable. The
results of Worksheets A through E are transferred to the QCP Form to determine the QCP.

The QCP Form is derived from Section 42(h)(6)(F) of the Code. The statutory formula divides
the purchase price between the low and non low-income portion of the Project, if any. The QCP
for the low-income portion of the Project equals the applicable fraction of the Project
indebtedness (Worksheet A), adjusted investor equity (Worksheet B), and other capital
contribution (Worksheet C), reduced by the total cash distributions from, or available for
distribution, from the Project (Worksheet D). If the Project has any market rate units or
commercial space the QCP is increased by the fair market value of those units (Worksheet E).

The OYT for finding a buyer shall NOT commence until the QCP Form, and Exhibits A through
E, are complete and delivered to the Authority with the pre-application, QC Request, all
support documents requested, all charges paid to the Authority and third party contractors and
a QC Request letter. An independent certified public accountant from an accredited accounting
firm must prepare and certify the QCP Form.
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Qualified Comntract Process

QUALIFIED CONTRACT PRICE

A.

ii.

iii.

iv.

vi.

vii.

viii.

Low-Income Portion of Payment

Outstanding Indebtedness secured by, or
with Respect to the Building
(Worksheet A)

Adjusted Investor Equity
(Worksheet B)

Other Capital Contributions not reflected in
i or ii (Worksheet C)

TOTAL of i, ii, iii

Cash Distributions from or available from,
the Project (Worksheet D)

LINE iv LESS LINE v

Applicable fraction (LURA)

Low-Income Portion of QC Price [Line (vi)
multiplied by Line (vii)]

Fair Market Value of Non Low-Income Portion

Of Building(s) (Worksheet E)

Qualified Contract Price
[Line A (viii) PLUS Line B]

%

ANNEXP
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Qualified Contract Process

WORKSHEET A
Outstanding Indebtedness

1. Mortgage Loans:
I Lender
ii Principal Balance
iii. Accrued Interest
iv. Maturity Date:
V. Other Information:
SUBTOTAL
2 Other Loans/Indebtedness:
i Lender
ii Principal Balance
iii. Accrued Interest
iv. Maturity Date:
V. Other Information:
SUBTOTAL

TOTAL

o &

&

ANNEX P
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Qualified Contract Process ANNEX P

WORKSHEET B
Adjusted Investor Equity

Adjusted Investor Equity (AIE) is the aggregate amount of cash that taxpayers invested with
respect to the low-income buildings, increased by the applicable cost-of-living adjustment.

Not all capital contributions with respect to the Project qualify as AIE. Cash invested in the
Project should be included in Worksheet B only if:

1. cash is contributed as a capital contribution and not as a loan or advance; and

2. theam

3. ount is reflected in the adjusted basis of the Project (cash contributions used to directly
fund adjusted basis and cash contributions used to pay off a construction or bridge loan,
the proceeds of which directly funded adjusted basis); and

4. there was an obligation to invest the amount as of the beginning of the credit period
(cash invested before the beginning of the credit period and cash invested after the
beginning of the credit period for which there was an obligation to invest at the
beginning of the credit period).

BCY: calendar year with or within which the first taxable year of the credit period ends.

Subsections (ii) and (iii): lower of the Consumer Price Index (CPI) figures or 5% for applicable
years.

Adjusted Investor Equity
1l BCY:

ii. Average CPI figure for the most recent 12-
month period ending in :

iii. Average CPI figure for 12-month period
ending in ____ of the BCY:

iv. Cost-of-living adjustment [Divide ii by iii]

v. Investment Amount $

Total Adjusted Investor Equity [Multiply v by iv]: $

If the AIE differs from the equity amount used in the Project’s Final Cost Certification, explain
the difference.

14



ualified Contract Process ANNEXP
Q

WORKSHEET C
Other Capital Contributions

Not limited to cash and, therefore, include “in-kind” contributions such as land. However, if
you include any non-cash contributions in this worksheet, please describe in detail the type of
contribution, the value you have assigned to the contribution, and your justification for
assigning that value.

Do not include in this Worksheet C any amounts included in Worksheets A or B. Further, all
amounts included in this worksheet must constitute contributed capital and not be debt or
advance.

1. Investment Amount $
1 Name of Investor:
ii. Date of Investment:
iii. Use of Contributions/ Proceeds:

iv. Other Information:

2. Investment Amount $
i Name of Investor:
1. Date of Investment:
iii. Use of Contributions/ Proceeds:

iv. Other Information:

3. [Add as needed.]

TOTAL(1-____) $
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Qualified Contract Process ANNEXP

WORKSHEET D

Cash Distributions from or available from the Project
The QCP is reduced by the total of all cash distributions from, or available from, the Project.

In Section A, set forth all cash distributions with respect to the Project beginning with the BCY
through the date of the completion of Worksheet D. This shall include all cash payments and
distributions from net operating income. Distributions set forth in Section A shall include, but
not be limited to amounts paid to pariners or affiliates as fees and those distributed to partners
as a return of capital or otherwise.

A. Cash Distributed

il BCY Distributions
i Total Distributions g
ii. Recipient

iii. Type (e.g., return of capital, fee, etc.)

2. BCY+1 Distributions
i. Total Distributions S
ii. Recipient

ii. Type (e.g., return of capital, fee, etc.)

3 BCY+ through 13 Distributions
i. Total Distributions $
ii. Recipient

iii. Type (e.g., return of capital, fee, etc.)

Total BCY through BCY+13 Distributions (Sum of Lines 1(i) - 14(i)) $
B. Cash Available for Distribution:
;8 Replacement Reserve Account(s) $
a. Available for Distribution $
2 Operating Reserve Account(s) $
a. Available for Distribution $
3. Other Reserve Accounts (identify account, terms) $
a. Available for Distribution $
4. Partnership Accounts Other than Reserves $
a. Available for Distribution $

Total Available for Distribution
(Sum of Lines 1a- 4a) $

Total Cash Distributed and Available for Distribution
(Sum of Sections A and B) $

16




Qualified Contract Process

C All Non-Cash Distributions:
1. Asset Distributed
Recipient
Date of Distribution
Estimated Value of Asset at time of Distribution
Valuation Method
Reason for/ or Characterization of Distribution

2 Asset Distributed
Recipient
Date of Distribution
Estimated Value of Asset at time of Distribution
Valuation Method
Reason for/ or Characterization of Distribution

TOTAL VALUE OF ASSETS AVAILABLE FOR DISTRIBUTION

TOTAL AVAILABLE FOR DISTRIBUTION (CASH + ASSETS)

ANNEX P
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Qualified Contract Process

WORKSHEET E
Fair Market Value on Non-Low-Income Portion of Building(s)

Fair market value of the non-low income portion of the Project is $

ANNEXP
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Name

X1 CU Aguadilla
'EQ CU Aguas Buenas
1 CU Aibonito

@ CU Barceloneta
'@ CU Barranquitas
'EI] CU Bayamon
ﬁ} CU Caguas

;ﬁﬂ:] CU Camuy

'@ CU Canovanas
X CU Carolina

X CU Ceiba

X CU Ciales

'D:Il CU Coamo

'@ CU Comerio
',E—'] CU Corozal

@ CU Dorado

@ CU Fajardo

ﬁ?} CU Guanica

@ CU Guayama
11 CU Guayanilla
@ CU Guaynabo
31 CU Hatillo

ﬁ; CU Hormigueros
X CU Humacao
ﬁ] CU Isabela

'@ CU Jayuya

E CU Juncos

TH CU Lajas

1/14/
1/14/
1/14)
1/14)
1/14/
1/14/
1/14/
1/14/
1/144
1/14)
1/14/
1/14/
1/14/
1/14)
1/144
1/14/
1/14/
1/14)
1/14/
1/14)
1/14/
1/14)
1/14/
1/14y
1/14/
1/14)
1/14/
114y

Anejo Q-1

T CU Las Marias 1/15/
" CU Loiza 1/15/
ﬁ.] CU Maunabo 1/15/
3 CU Mayaguez 1/15/
T WUMoca 15/
1 CU Naguabo 1/15/
" CU Naranjito 1/15/
" CU Orocovis 115/
T CU Peiiuelas 1/15/
] CU Quebradillas 1/15/
@ CU Rincon 1/15/
T CU Salinas 1/15/
! CU San Sebastian 1/15/
T CU Toa Alta 1/15/
™ CU Toa Baja 1/15/
[ U Utuado )
T CU Vieques 1/15/
T CU Villalba 1/15/
T CU Yabucoa 1/15/
T CU Yauco 1/15/

dified: 1/15/20151:34 PM

Date created: 7/2
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