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EXHIBIT D
Projects With HOME/LIHTF, Low-Income Housing Tax Credits and Other Federal Programs

Projects that combine HOME/LIHTF with Low-Income Housing Tax Credits or other federal programs such as U.S.D.A. have a unique set of rules to follow in order for a project to be in compliance with all program regulations. This section has been written as a guideline to assist the monitoring staff during a compliance review, as well as to provide the Grantees with a clarification of the regulatory requirements for combined projects. Staff will continue to monitor according to their own program requirements, however the following instructions must be followed for all units that have a combination of HOME or LIHTF funds, Low-Income Housing Tax Credits and other federal programs:

A) 
Occupancy Requirements

If HOME/LIHTF funds are provided at below the market interest rate in a combination project, at least 40 percent of the total units must be reserved for households with incomes at or below 50 percent of the area median income.  Otherwise, at least 20 percent of the units must serve households with incomes at or below 50 percent of area median income in order to meet HOME/LIHTF requirements.

B)
Rents

For units to qualify as both tax credit and HOME/LIHTF assisted units, rents cannot exceed either program limit. Low HOME rent units are subject to Low HOME rents and tax credit limits, and High HOME rent units are subject to High HOME rents and tax credit limits. If a unit is being counted under both programs, the stricter rent limit applies. It will be necessary to have access to the current rent limits for both programs in order to make a determination of the correct rents to use.

When tenants receive additional subsidy through rental assistance programs such as Section 8 or U.S.D.A., the rents of a unit may be raised to the rental assistance program limit only if three HOME requirements are met: 1) The tenant is paying no more that 30 percent of their adjusted income; 2) The subsidy is project-based (affects the entire project, not just a single unit); and 3) The tenant’s income is less than 50 percent of the area median income. NOTE: The Tax Credit rule of allowing the tenant’s rent to be raised to the higher Section 8 rent limit as long as the tenant pays no more than 30 percent of their adjusted monthly income for housing does not apply when a unit is combined with HOME funds.  Unless the subsidy is project-based (not tenant-based), the total HOME rent is the maximum amount from all sources that the owner may receive for HOME-assisted units.


C)
Establishing Tenant Eligibility

(1)  Income Verification – Both HOME/LIHTF and tax credit programs require project owners to certify all tenant income to ensure that they are income-eligible and that the project is in compliance with initial occupancy requirements. While HOME/LIHTF may choose between three different definitions to determine income eligibility, projects that include both HOME/LIHTF and Low-Income Housing Tax Credits can only use the Section 8 definition of income. 
(2)  
Assets – HOME/LIHTF requires verification of all asset income, whereas the tax credit rules require verification of asset income only if the household’s assets are greater than $5000.00. For units that combine both HOME/LIHTF and Low-Income Housing Tax Credits, the stricter HOME/LIHTF rules apply and all assets must be verified.

(3)  
Lease Agreements – The tax credit program requires an initial lease term of six months minimum, whereas HOME/LIHTF requires the initial lease to be at least one year, unless by mutual agreement between the tenant and the owner. For units that combine both HOME/LIHTF and Low-Income Housing Tax Credits, the tax credit rule of six months minimum may be accepted.

D)
Re-examinations of Tenant Eligibility
If the project has received permission from the Internal Revenue Service to waive the annual re-certification of annual income, the HOME/LIHTF assisted units will still have to be re-certified annually, and verified with source documents every six years in accordance with HOME regulations. Otherwise, all units will have to be re-certified annually to comply with the tax credit rules, including the HOME/LIHTF assisted units.


E)
Over-Income Tenants

The definition of an over-income tenant differs under the two programs. Tax credit rules define “over-income” as having income above 140 percent of the project income limit. Under HOME/LIHTF regulations the tenants are considered over-income if their income rises above 80 percent of area median income. To resolve this conflict, HOME/LIHTF rules state that when funds from both programs are used on the same unit, the tax credit rule of 140 percent should be followed, and in no case can the rent be raised to exceed the limits set by the tax credit program. HOME/LIHTF regulations do require that once the tenant’s income has exceeded 140 percent of the project’s income limits, the next available unit of the same size be leased to a tenant that meets the HOME/LIHTF criteria, as long as the original units were designated as floating units in the project’s Written Agreement.


F)
Documentation of Fair Housing Activities

Projects that receive HOME and Low-Income Housing Trust Funds must meet Section 504 of the Rehabilitation Act in addition to the Fair Housing Act requirements of the Tax Credit program. Projects must develop a tenant selection criteria and waiting lists, which will be reviewed during the Division’s compliance review. Rejected applications will also be reviewed to ensure that there have been no fair housing violations. In addition, recipients must adopt an Affirmative Marketing Plan that will address how the project will target the HOME and Trust Fund-assisted units to low-income persons.

G)
Period of Affordability

Both programs require annual monitoring to ensure compliance with program rules over the length of a pre-established affordability period. Under the tax credit program, the affordability period is generally 30 years, unless the project received preference points for an extended period. Projects with HOME/LIHTF dollars may have a period of affordability of 5 – 20 years, depending upon the type of project and the amount of HOME/LIHTF dollars invested. As a result, projects with combined HOME/LIHTF and tax credits may be subject to two sets of affordability periods and should be monitored according to each specific project requirement. 
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