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Procedures for the 90% Occupancy Certification 
Per your American Recovery and Reinvestment Act of 2009 (ARRA) Loan/Grant agreement for projects that received Cash in Lieu of credits, borrowers must submit evidence of 90% occupancy by eligible household prior to the last draw percentage (prior to the holdback).   The determination of 90% occupancy by TCAC eligible households for a period of at least 30 days must be made by an outside third party and may not be performed by any entity associated with the borrower, such as the management company.  The third party must use all applicable Section 42 rules and California Tax Credit Allocation Committee (TCAC) guidance polices as they relate to household eligibility.
ARRA projects will be monitored and regulated in the same manner as 4% and 9% tax credit projects.  Failure to follow these procedures could result in findings of noncompliance and result in recapture of your ARRA award 
Attached please find a sample 90% Occupancy Certification template to include with your draw package.  If you have any questions related to complying with this requirement, please contact me at lvergolini@treasurer.ca.gov or (916) 654-6340.

[FIRM LETTERHEAD]

INDEPENDENT ACCOUNTANTS REPORT ON

APPLYING AGREED-UPON PROCEDURES

California Tax Credit Allocation Committee

915 Capitol Mall, Room 485

Sacramento, CA 95814

Pursuant to the requirements of the California Tax Credit Allocation Committee ("TCAC") and at the request of [Name of the Partnership] ("the Partnership"), we have performed the procedures enumerated below with respect to information supplied to us by the management of the Partnership pertaining to [Name of the Project] (the “Project”).  The procedures, which were specified by the Partnership and required by TCAC, were performed to assure the Project has achieved 90% occupancy by eligible households of the Project for a continuous period of more than thirty (30) days.  The Projects compliance of occupancy by eligible households will be assessed with the provisions found in the Internal Revenue Code Section 42(g) (“Section 42”) pertaining to qualified tenants and maximum allowable rent charges for units selected by you.  Management is responsible for the Project’s compliance with those requirements.  

This agreed-upon procedures engagement was performed in accordance with attestation standards established by the American Institute of Certified Public Accountants.  The sufficiency of the procedures is solely the responsibility of the specified users of the report.  Consequently, we make no representation regarding the sufficiency of the procedures described below either for the purpose for which this report has been requested or for any other purpose.  This report is intended solely for TCAC and the Partnership and should not be used by those who did not participate and/or agree in determing the procedures.  However, this report is a matter of public record and its distribution is not limited.

Please note the verification of income eligibility in each of the tenant files, must contain 3rd party verification directly from the source of income and assets and the documentation cannot be “stale dated” beyond 120 days of the date of the tax credit certification.  Furthermore, any asset disposed of for less than fair market value two years prior to move-in into the ARRA property must be included in the computation of income eligibility for that household.

Care must be taken that each initial lease is for a minimum of 6 months (unless the property is an SRO project).  And that each household if comprised of all full-time students (this includes grades K-12th and college) must meet one of the 5 IRS Full-time Student Exceptions:

1.      
A member of the household is receiving assistance under Title IV of the Social Security Act (AFDC, TANF). Cash assistance and not food stamps.
 

2.      
A student was previously under the care and placement responsibility of a State Agency responsible for administering foster care.  (In California we cap that age between 18-24 years old) 
 

3.      
A member of the household is currently receiving assistance under the Job Training partnership Act in the form of a job (re)training program.
 

4.      
The household is occupied by a single parent with a minor child(ren). The single parent is not a dependent of another individual and such children are not dependents of another individual other than the other parent of such children. 
 

5.      
The household is occupied entirely by full time students that are married and entitled to file a joint income tax return. While the law states that the couple must be married and filing a joint return, the 8823 Guide as revised in January 2007 and future versions clarified that only entitlement was necessary.  
Pursuant to the request of the Partnership and in accordance with Section 42, we applied the following procedures:

1.
Procedure


We selected 90% of all initial tenant files.



Finding



No exceptions noted.

2.
Procedure
We ascertained that the minimum set-aside provision which was elected by the Project is the “40-60 percent minimum set-aside provision,” and that 40 percent of the units are qualified by tenants having 60 percent or less of the median income.    

Finding



No exceptions noted.

3.
Procedure
We computed the income limit of each low-income tenant, using the applicable maximum tax credit rent and income limits published for the period tested, adjusted for family size.

Finding

No exceptions noted.

4.
Procedure
We compared the income of each tenant to the income limit computed in 3 above to determine whether such income was within the amount allowed under Section 42.

Finding

No exceptions noted.

5.
Procedure
We computed the rent charged for each unit based upon its ascribed income level percentage and the number of bedrooms, and then adjusted the rental rate for the applicable utility allowance.  We then compared the gross rent which includes the (“tenant paid rent plus the utility allowance” = the gross rent) to the rent charged for the unit to determine that the rent charged on the unit does not exceed the amount allowed under Section 42.  The utility allowance schedule applicable to the project was current for the time of review and was the correct applicable utility allowance under Section 42 regulations for the project based on the county in which the project is located in. 
Finding

No exceptions noted.

6.
Procedure
We determined that each tenant file contained the required 3rd party documentation of income and asset verification, and that the income and asset documentation was dated within 120 days of the certification.
Finding

No exceptions noted.

7.
Procedures Required for Verification of Income Eligibility of Each Tenant File. 

We examined each tenant file for inclusion of a signed lease and rental application detailing tenant signature and date, name and age of each person occupying the unit, tenant authority for verification of credit check, required 2 year rental history, sources of current and anticipated annual income, value of assets, and student status.

Finding

No exceptions noted.

In performing the procedures enumerated above, the following documents have been made available to us.

· Tenant lease files 

· Break out of unit sizes by varying affordability levels

· Verified utility allowance rate by the unit size 
Based on the procedures referred to above, the Project has achieved 90% occupancy by eligible households of the Project for a continuous period of more than thirty (30) days based on the provisions found in the Internal Revenue Code Section 42(g) (“Section 42”) pertaining to qualified tenants and maximum allowable rent charges.

These agreed upon procedures do not constitute an audit, the objective of which is the expression of an opinion.  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.  

[City, State]

[Date]
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