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WASHINGTON UPDATE

* New President/New Administration
* Republican majority in both Senate and House
* Ben Carson appointed new HUD Secretary

» Steven Mnuchin awaiting confirmation as Treasury
Secretary




WASHINGTON UPDATE

» Talk of changing the tax rate from current 35% to
20%

* The LIHTC program has strong support in both houses
of congress

* IRS — Utility Allowance Regulations of 3/2016 —
principles of sub metering rules

—

WASHINGTON UPDATE

*IRS 2016/2017 Priority Guidance Plan will look at
finalizing renewal energy for Section 42 Rents

* IRS has no current plan to issue further guidance on
Resyndication and existing tenants

* IRS is requesting more timely issuance of Form 8823
from State Allocating Agencies

-




CTCAC COMPLIANCE UPDATE

« Compliance Monitoring list is on webpage:
WWW.Treasurer.ca.gov/ctcac/compliance/asp

« CTCAC to audit over 1, 200 projects in 2017

* On line Compliance Manual revision for 2017 -
several new sections added/clarifications —
webpage is:
www.treasurer.ca.gov/ctcac/compliance/manual.asp

CTCAC COMPLIANCE UPDATE

« Several Compliance required forms have
been updated:
*TIC
e THIF
* Live-in Aide
« Under $5,000 verification)




TENANT INCOME CERTIFICATION Effective Date:
O Initial Certification 0 Recersfication [ Other Move In Dae:
QDM DD YYYY)
| PARTI - DE VELOPMENT DATA
[Froperty Name County: ACE: BINE
|Address Fapplicable, CDL AC#:
[Unit Nomber: # Bedrooms Square Footage
ART 11 HOUSE HOLD COMPOSITION
av: of heEffective Dee Yer)
HH Middle | Relatiorship to Head Date of Birth FTSwdent | Lastd digisof
M= Firz Name Initial of Howshold OADDDYYYY) (YorNy Social Secusity =
T FED
3
4
3
[
PART I11. GROSSANNUAL INCOME (USE ANNUAL AMOUS
T 0 2 ©
M= Wages Soc. Dubli Other Income

Tenant Income Certification : :
(TIC) Add totals from (A) through (D), above ITAL INCOME (E): [s

TOTALS [§ B

PART IV. INCOME FROM ASSETS

HH ® (<) H (2]
Abrs Type o Assat c Cash Ve of Assat mal Asset
TOTALS: [§ H
Enter Cotomn (H) Toal Fasbook Fae
H over 5000 s x 0.0% = (3) impomd Income | §

Exer the preer of the total of cefvem 1, o¢ - inpotedincome. TOTALINCOME FROM ASSETS (K) :‘

(D) Total Annual Household Income from all Sources [A& (B) - (K0 | B

HOUSEHOLD CERTIFICATION & SIGNATURES

P T— - fat Pt
“pe _ i
g ffrad Fale mid=dig o fromples infom 2in syressl 1 £ e i o
EE="3 =) B T
Sizanee o) Siganee ax

PART V. DETE RMINATION OF INCOME ELIGIBILITY
RECERTIFICATION GNLY

TOTAL ANNUAL HOUSEHOLD Uit Masrs Fegeaal Corrent Feseral LIHTC
INCOME FROM ALL SOURCES: Tacoms Rest foa at Income Limitx 140%:
Fromism L) capags | O sose 0 <o R
Current Feseral LIHTC Income Limit per Unit Masts Desper T Housenold Incoms exce s83
Famly Size: _§
¥ Agplicabls, Current Faderal Bond O oter % Ove Ove
oms Limit par Famity Size: S
Homahola Incoms 15 of Mowa-is: § Homsehald S Move n
PART VI RENT
s Federal Rems Assisance: s *Source:
3 Noo-Fedenal Rent Amistmnce: S, =]
3 Total - s
GROSS MONTHLY RENT FOR UNIT *Souxce of Fadenal Assistance
(Tenaot paid remt ptus Uslity Alowasce & 1 *HUD Mals-Famity Broject Buased Rectal Assisance (FBRA)
other nos-opticnal charges) 2Secdon § Modzrue Rehablitation
Puslic Hoosing Operating Subscy
Maxiomn Feseral LIHTC Rent L emiefor 4 HOME Rental Assisnce
Gresit 3 S HUD Housing Choice Voocher (HGV), tensmt baa
If Applicabie, Maxinmuen Faderal & Staee TUSDA Section 521 Rental Asmistance Progam
L tor gusonir 3 Fental As

0Missing
Unit Meets Federal Rent Restrictionat: [ 608 [ 50%

If Applicable, Unit Meets Bond Fent 500§ Propeny Seaica 10
(TI‘ ) Resriction e [ 60% Clsoze Drcject Remal Asstarce Conacs (PRAC)

Unit Meets Deeper Targesing Reat
wricsonat: () Otter: %

PART VIL _SIUDENT STATUS

“Sndent Explnation:
1

ARE ALL OCCUPANTS FULL TOME STUDENTS? T#yes Botr sivdent explamtion AFDC TANF Assstance
o tack
O Om Sngle P Depeient Chif
- Married Joint Renem
Former FomerCare

PART VIIL PROGRAMTYPE
Mask the peogram(s) lised below (1 thevugh &) for which it ard. the propermy's oc copancy requi ements
Under = , indi e i

1. TaxCratit O & AHDP O . o
S22 Pant Vabone. e Stanc

50% ANGH

50% ANMGI
-y, o o = o

Bassd. £ of #is Tenmt
i £ Section 42 of e Inemmal 23 amended, and the Land Use Resricson
Agreement (£ spplizable), tolivein a mz i his Project.




PART IX. SUPPLEMENTAL INFORMATION FORM

California Tax Cradit Allocation Commities (CTCAC) requasts the following information in order to camply with the Housing
znd E conomic Recovery Act (HERA) of 2008, w hich requires all Low Income Housing Tax Credit (L]H'IU ‘properties to collect and
iubmit o the US. Ds £ H d Urban D, ID). certzin

residing in LIHTC financed propertiss Although the CTCAC would m.unsmuum vou
Furnish t. You will not be discriminated azainst on the basis of this information, or on whether or not you choose to fsrmish it I‘wu
o not wish to furnish this information, please check the boxat the battom of the page and iritial

Enter both Ethnicity and Race codes for each housshold member (ss2 below for codes).

ontenzats

TENANT DEMOGRAPHIC PROFILE
HH Middle
Myces Fint Name Inial Race Enicity Dissbied
T
2
3
4
5
6
The Following Race Codes should be used
1 — Whits — A person having origin in anyofthe eriginal people of Evrope, the Middle East or North Afica
- —Apemenh inanyef groups of Africa. Tems such 2 “Haitian” or*Negeo™ apply
to this catezary.
3~ American IndianAlasla Native — A person having origins in any of the of Notth d South Cental
] . ),a0d ibal afSliati 1
Tenant Income Certification - m e s e o
4a- Asanndia 4e -Korean
4b-Chines 4f - Vietnamess

4c - Filipino 4g - Otter Asian
(TI( :) - Topanese

Native Hawaiian Other Pacific Iilander — A parson having crigins in any of the origina! pecples of Fawaii, Guam, Samea, or ofher

Paific blands:
52 Native Hawaian 5¢ - Samoan
So-GuamamanorChamaro 56— Other Pacific [sander

5 — Other
7 - Did not mspond. (Please initial below)

Note: categorias may such 31 - Americ ka Native & Whie, 145 — White & Asian (Chinsse), st
e F ollowing E thuicity Codes should be use :
1.~ Hisganic— A persan. of Cuban, Merscan, Pocrio Rican, Sonth or C il American, o other Sparish el ox axigin, segardless of race
Terrms such s “Lating” or ‘Spanish Onigin” apply to this category.
3 Not Fispanit - A parson notof Cabmn, enican, Bosrto Rican South o Cantal American, o ofbr Sparish eslise e erigin,ragastless
of ce.
3— Did notrespond. (Please initial below)
Disability Status:
1-Yas
Exn. member of the housshold is disabled according to Fair Housing Act defini tion for handicap (@isability)
A physial or mental impairent which ssbstantally limis one or mose major ife actviSa; a ecos of suchan impairmentor

being regarded as having For adefinifion of ‘physical 1 impai cment” and ofher terms wsed, please see
BT T s o e B indlex cfm fhr 100201
+ “Handicap” & Tud illegal mae to 2 contrallad substance

+  Anindividual shall not be coms e to have a handicap solely because that individual is 2 tamm vestite.
2-No

3 Did rotrespond (Please initial below)

O Resident/Applicant: Ido not wish to fornish fhoicity, race and other

(Rnitials)
Ghs

7 > — r 5 I3 Z

. ‘EffactiveDate:
Tenant Houschold Information Form .
(v e inTear 3 - 100%4Tax Crecie Propernesany) =i
B
PROJECT DATA
Trgec Ve, Couney. X B
Address: X applic able, CDLAC=:
o T EE
HOUSEHOL D COMPOSITION
IO Vacant Checkif it vas v ber 31 of the Effartis
HH FirstName & Middle | Relationship toHead Date of Brth F/TStdent | Lax 4 digitsof
M= LastName Initial of Housshold QMTDYYYY) (Vo) Social Securit=
T L.
2
3
T
3
(3
7

‘Housshold Income a3 of LIFTC Moveln: ctive. Da(= of LIHTC Income Cerffication:
‘Houssheld Size at LIHTC Movels: Housshold LHTC

Tenant Household
inform ation Form (TH”:) T——— e =)

Otier Monthly Nos- Optional Charges: § ‘Total Manthl Rext Assitance: 3
GROSS MONTHLY RENTFORUMT. *Source of FedenlAssisance
(Tenant paid monthty rent plus monthly 1 *461UD Mols-Femity Droject Based Reatal Assistanca(PERA)
Utifity Afloweance & other non-optional 2 Saction § ModesateRebabilincion
charges) 3 Dublic Hovsing Operacing Subsidy
4 HOME RentalAssistance

‘Maximum Faderal LIHTC Rent
Limitfor thispnic §
I£ Applicsble, Maximom Federal &3
LIHTC Bond

S HUD Housing Cheice Vouchsr (HCV) tananeb asas
& HUD Brojs ot Bassd Vouchar(PEV)
7 USDA Section 571 Reatal Assisance Brogram

Fent Limitorthis woie: § Othr Fadera! RemalAssisance
0Msing
Usies Meers Faderal Rent Reswicdon . [160% L1 509
If Applicable, Usit Mazts Bond Rent g Seccion 3 heancial

Rehabilitation; Section § Loan Management; Section 3Property
Resrictionse: (1603 [ 508 Dispositcn; Sertion 202 Project Rene| AsitanzeConrars
Unit Meets D per Targting Reme @EAC

Rearidon at: (] Other %

STUDENT STATUS

ma o
ARE ALL OCCUPANTS FULLTIME STUDEN iy Eaer tuden exphoctian” THWNF fesianee
ko 1 cataion) waning Program
Ove O \mk e e pencent Chid

Maeri od/bint Retun
S Fomux Fostr Care

nswer s yes. a Suident V arification Form (¢ ompleted via 3




UNDER $5,000 ASSET CERTIFICATION

For housaholds 7o 14 combinad RTasIets g0 ot axceed $4999.90.
s

Complate cae form for

Under $5000 Asset Form

se separaw forms and lise e e Joint) mext to &
Hoombol Name: Usito.
Cy:
Complete the Slbwing:
1 Choose one:
D e o sorheve smyasses aechis fime ok bor o chesied ™ signand danj
oR
0 Myowamaischde:
it compinfis Pura sy wionsa e do svagps)
@) (B) (A"B) @) ® @m
Cash Int. el Cash Toe. Annwal
Vil Rame Income  Source Vil Rare Inome  Source
s H A H H Chacking Accovet
s 3 Cush on Hazg 5 s

3 ; Cenifam of Deposit
Mosey markes fonds

H 3 EETDwbit Vias o MC

H s Soda H
H H IRA Accouan H H Bends
Ji S S— T § s sKAecowmn

i i Trow Funds
H H

[ S . Equiry in real esate
S B Lump Sum Receipts

s H Life Insurance Policies (excloding Tesem)
s ] Ocher Resremens Pension Funds ot pamed abovy:
H H v Bad a8 8 i vemant™® :

i S — Ot (liso)
FLEASE NOTE: Cerainfuys (¢ Rttrement Persicr, Trust) may or =ay cotDa () Sccmutia B 00, [2Choa Cry 00t ESOUEl SEER B0

ouznding oo, ear wivchaal

“Catals J
. -Apam'ys;vp 0 @ o srveconers may ik, x5 78 e D, QU 07 COUR GO, 0L IEIgR <ars 4. Do ok ek MECeT Ty
FRRE hedm wtn ks i e B A oS e e s 3 e e e
2. Choosesne
O U'we have gotsold or given away assets (inciding cash, real esace, #cc.) for less than fai sckes vatue dusing che past two (2)
yan
or
O Within e pasc o0 (2) years, I'ww Bave sold o given rway asmea (including cash, real escace, 1c.) for more than 51,000
‘el htir fa market vaiue (FMY). Thost amouns * are incioded above and an aqual 10 3 coualof: §
Ay *hich
3.Please complete:
The ne

t Aimily assens (o defned i 24 CFR §15.103) abeve do -u:-nsss.m and the total annual income (add ail awual income
columrs) Som the net family assets 'S, . This income.

e cartify that the isformation presand B this Crtfication it ok 250 ACCXAR 10 e Dast of sy
favd. Falw, misleading

Usder praatty of pefy,
3

Live-In Aide Verification
Form

Knowladg gond fucthes
o o
Applkanc Tesant £ Arpicanc Temnt Due
CATax Concit Atiocatin Comminee (Tamary 2017
Live-In Aide Request for Verification
(California Tax Credit Properties)
Date:
Name:
Ta: From:
for or is currently residing i @ unit that is part of the Low Income Housing Tax
Credi 42 The hefshe sdein
order fheor dissbled. The LIHTC program has pecficverfication

requirements for al households ndicating aneed for a Iven aide, including, but not kmited to: (1) the aide & therefor the sole

purposeof e and (2) not
loccupying theunit eXcept to provide the NEcessany SUPPOrTive SErVices.
that to verify andthe
need for the requested accommodation. We ask that you 2 veincare
attendant & requi ive services in order for
Piease Note: respond g not
gording of ility of member.
1 hereby suthorze the releass of the information onthis verification form:
Mousehold Member’s Signature Date
Information Requested:
1 Oves 0o
2 Inyour ) disabilty, does B
e n order O Yes ONo
3. Y p and/or without for i such that
member 2 OvYes OMNo
(CTCAC will require that ary Mo response be verfied amualy)
4 i i upy O Yes ONo
Number of Aides needed:
Under applicable fsw, an ndividual is dssbled if or per physcal o mentl

impairment that mits amajor life activity such as caring for one’s sef, performing manual tasks, participating in social activitis,
vialking, seeing hearing, speaking, br esthing, learning and working, and ncludes but isnot limited to, conditions such ascerebral
palsy, autism, epiepsy, mustular dystrophy, multiple clerosis cancer, heart disesse, Human Immunodeficiency Virus Infiction,
mental retardation, and emotional ilness This definition does not include sexua behavior disorders, compuksive gambiing,

Kleptomania, pyromania, or psycl ressting
or other drugs.
Printed name of Person supplying i
TitleofPerson
Firm/Or ganization:
Fax

Date:

Signature of Person
fgni 1cartiy,

} further

Please attach 2 business @rd or stamp here:




CTCAC COMPLIANCE UPDATE

Beginning in 2017, CTCAC will have the authority to
levy monetary fines for compliance violations -
Implementation April 2017

* CTCAC will either issue an 8823 or levy a fine
depending on the circumstances

* Most findings have a correction period
* Fines may be charged monthly until corrected
* Approval pending at March Committee Meeting

Compliance Fines
Schedule

——

Compliance Vielation Fines

All payments due within 30 days of assessment or completion of appeal

Compliance Violation (per unit
unless otherwise noted)

Corrective Time Period

Fines after Corrective Period

Life and Safety Violations Life-
threatening

(post Y15)

24hr — 1 week to correct

$250 fine and $50 per month
until corrected

Life and Safety Violations Non-
Life threatening and UPCS
Violations — Level 2 and 3

(post Y15)

30 days to correct. Refer to NCL
letter for specific violation

$250 fine and $50 per month
until corrected

Incorrect eligibility
documentation or unable to
determine eligibility

(post ¥15)

30 days to correct

$250 fine and $100 per month
until corrected

Incorrect rent of 515 or less
(post Y15 for all units; Initial
credit period for all deeper
targeted units)

30 days to correct and
reimburse tenants the overage
amount

The greater of 5100 or twice the
monthly financial gain per
month until corrected

Incorrect Rent of more the 515

(post Y15 for all units; Initial
credit period for all deeper
targeted units)

Immediate 5250 fine or twice
the financial gain, whichever is
greater, and owner must
correct the rents and reimburse
tenants the overage amount

‘After 30 days, an additional fine
equal to the greater of $100 or
twice the monthly finandial gain
per month until corrected

Failure to submit reports — AOC
(post ¥15)

(per project)

30 days to correct

$250 fine and $50 per month
until corrected

Failure to submit Reports -AQE,

Tenant Demographic Data

(Initial credit period and post
¥15)

(Per project)

30 days to correct

$250 fine and $50 per month
until corrected




Vacant/off-ine unit

(post Y15)

Immediate $250 fineif unitis
vacant more than 60 days, not
being advertised, and not ready
to rent. TCAC may extend the
60-day period for situations
beyond the owner’s control or
involving particularly lengthy
rehabilitation, provided that the
owner is diligently working to
correct the situation.

After 30 days, an additional
$250 fine per month

Compliance Fines
Schedule

Failure to Provide Service
Amenities

(Initial credit period)

(Per project)

Immediate fine of twice the
financial gain, based on the
service costs presented in the
application or, if none, an
assumed cost of $20,000 per
year, except that no immediate
fine shall be imposed for a lapse
of 30 days or less within a
calendar year.

After 30 days, an additional fine
of twice the monthly financial
gain.

Lack of cooperation to monitor
(post Y15)

(Per project)

90 days to correct from date of
initial letter notifying of
inspection

$500 per month

RUBS (Ratio Utility Billing
Service) and Mandatory Fees

(examples but not inclusive —
Renter’s Insurance, W/D hook-
ups, cable, storage, parking)

(Initial credit period and post
Y15)

Immediate fine of $100 or twice
the financial gain, whichever is
greater. If over maximum TCAC
rent, owner must also
reimburse tenants for overage.

After 30 days, an additional fine
of 5100 per month or twice the
monthly finandial gain,
whichever is greater, until
corrected

Student Rule

(post Y15)

Immediate $250 fine

After 30 days, an additional fine
of 5100 per month until
corrected

Compliance Fines
Schedule

Change of Ownership or
Management without TCAC
Approval

(Initial credit period and post
Y15)

(Per project)

Immediate S500 fine

After 30 days, an additional fine
of 5500 per month until
corrected

Transfer event without TCAC
approval

(Per project)

(Initial credit period and post
Y15)

Immediate $500 fine or twice
the financial gain, whichever is
greater

After 30 days, an additional
$500 fine or twice the monthly
finandial gain, whichever is
greater

‘Change in Unit Mix without
TCAC Approval

(Initial credit period and post
Y15)

Immediate $500 fine

After 30 days, an additional
5500 fine per month until
corrected unless TCAC approves
the change

Not using TCAC required forms

- TIC
- Tica
- THIF (if applicable)
- Under S5k Asset
- Child/spousal Support
Verification
- Zerolncome
Certification (if
applicable)
(Initial credit period and post
Y15)

(Perproject)

Immediate 5250 fine

After 30 days, an additional fine
of $100 per month until forms
are in use

Failure to maximize utilization
of accessible units and give
priority for accessible units to
persons already residing in the
complex or on the waiting list
who need the accessibility
features

(Initial credit period and post
Y15)

(perproject)

30 days to correct

5250 fine and 5100 per month
until corrected




CTCAC COMPLIANCE UPDATE

Beginning in 2017 - CTCAC Compliance Section will
use Survey Monkey to assess quality control after
every monitoring visit

* Post — Inspection Survey
* CTCAC Number and Project Name
» Analyst Conducting the Inspection

* Notes and General Feedback regarding the
monitoring visit

Post Inspection Survey

Survey Monkey Sample




CTCAC COMPLIANCE UPDATE

* No changes to CTCAC LIHTC requirements for paystubs, 3
party verifications — continue following our stated policies

* Annual Reporting Requirements - AOC and POP due on
Monday, March 30t, 2017, HUD Tenant Demographic Data
Collection for 2016 data due on Friday, March 17th, 2017,

« AOE and Lender Reports due May 15t, 2017

« Starting in 2017, CTCAC will be filing Form 8823 more timely
to IRS

CTCAC HANDOUTS

New Construction Compliance Guidance
1. Renting Up

2. Important Terms

3. Source Documents

4. State Agency Monitoring

5. Annual Reporting

N
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CTCAC HANDOUTS

Acquisition and Rehabilitation Compliance Guidance
1. Renting Up

2. Important Terms

3. Source Documents

4. State Agency Monitoring

5. Annual Reporting

-

CTCAC HANDOUTS

Resyndication Guidance

1. Renting Up

2. Important Terms

3. Source Documents

4. State Agency Monitoring
5. Annual Reporting

N

11



Resyndication Clarification Form
For existing h holds that qualified under th iginal alloc f credi d now ed th ax

e
credit limits ot resyndication. Please print on colored paper.

1. Name of tax credit property:

2. Original CTCAC project number:

3. Resyndicated CTCAC project number:

4. Household name:;

5. Original move-in date:

6. Original unit and building number:

7. of in original he

R esyn d | Catlo n 8. Original household, currently income eligible at resyndication?
e . 9. Current household eligible to be grandfathered, as a tax credit unit?
Clarification Form

10. Is a complete copy of initial move-in certification attached?

11. If No was answered for question 10, what complete subsequent certification is
attached?

12. Most current certification date for he hold:

13. Current income of household:

Certification by Owner/ Manager Company Agent:

Print Name:

Signature: Date:

Title:

Jcertfy under Enuf!yq‘m;wv that the above information is true and correct to the best of ur ability the owner has

the fon for this original household or the next most current comple mf
motmﬁoa ion tt yn ow t hehous hold was init d/vanmcome ligible household under the old allocation of tax credits for
this

MPORTANT COMPLIANCE RULES -
RENTS AND INCOMES
* In 2017 going forward, HUD has stated that the

applicable LIHTC income limits will be released in March
of each year

*« CTCAC will try to post the rent and income limits on our
webpage within the same week they are released

« Management agents must know the placed in service
date (PIS Date) for all projects they oversee




IMPORTANT COMPLIANCE RULES -
RENTS AND INCOMES

* Projects placed in prior to 12/31/2008 - one rent table
per county

* Projects placed in service after 12/31/2008 —applicable
rent table will depend on the PIS Date for project or the
project’s Gross Rent Floor Election (GRFE)

* For 9% projects — GRFE will be the date of carryover
allocation (unless owner chooses PIS date)

IMPORTANT COMPLIANCE RULES -
RENTS AND INCOMES

* For 4% projects — GRFE will be the date of the
Reservation Letter from CTCAC

* For Acg/rehab projects - the applicable limits will be
those in place at the time the owner is tax credit
certifying each existing household, for new move-

iIn’s use the current limits in place at the time of the
move-in

-
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IMPORTANT COMPLIANCE RULES -
TRANSFERS
Line 8b Election — Part Il of Form 8609

* For 100% Multiple Building Project — Yes = ok to
transfer without income qualifying

* For 100% Multiple Building Project — NO = must
income qualify before transferring

—

IMPORTANT COMPLIANCE RULES -
TRANSFERS

* IRS permits no Exceptions

* If project is Mixed-Use —if Line 8b is a Yes = must test
for 140% rule prior to allowing transfer

* If project is Mixed-Use —if Line 8b isa NO = must
income qualify before transferring

-
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IMPORTANT COMPLIANCE RULES -
STUDENTS

» Applicable when all members of the household are
full-time students

« Applicable for K-12t" grade and all upper
educational institutes and trade schools

* Must meet one of the 5 IRS full-time exceptions

—

IMPORTANT COMPLIANCE RULES -
STUDENTS
* IRS has stated that if a student attends 2 different
colleges on a part-time basis, and school verifies

their part-time status, they are considered a part-
time student

* Keep in mind the 5 month rule

 Student status must be reviewed and if applicable
verified at each annual recertification

-
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IMPORTANT COMPLIANCE RULES -
STUDENTS

*« Anyone at any age can become a full-time student

* Remember that student rules for Section 42 conflict
with Student rules for most HUD programs

« If project is layered and there’s a conflict talk to
owner and tax credit investor and let them guide
you on what they want you to do

—

IMPORTANT COMPLIANCE RULES -
TOTEM POLE RULE

* A rule often over looked
» Applies throughout the tenancy of a household

* When all members of a household that originally
income qualified the unit have moved out

-
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IMPORTANT COMPLIANCE RULES -
TOTEM POLE RULE

* Any remaining member that joined the household after
initial move-in must be income qualified to remain in unit

« Management should independently income qualify any
additional member to a household and if they income
gualify clearly note that in the file for future reference

* This will become very important if a project undergoes
resyndication at a future date

—

IMPORTANT COMPLIANCE RULES -
MANAGER’S UNIT

* Know what the project’s regulatory agreement
allows

» Should hire the on-site manager with condition that
they have to live at project

« Manager must work at same project as the unit they
are occupying

-
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IMPORTANT COMPLIANCE RULES -
MANAGER’S UNIT

* IRS no longer requires manager to work on a “Full-
time” basis at same project they live at

» Be careful if splitting the manager’s time between
two different tax credit projects!

* CTCAC will start looking at this issue more closely in
2017

—

IMPORTANT COMPLIANCE RULES -
VACANT UNITS

e Vacant units need to be turned over timely
* IRS states 2 weeks should be sufficient

« CTCAC will allow a 2 month vacant period before
reporting to IRS

e Vacant units in turn-key ready condition must be
advertised to the General Public

-
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IMPORTANT COMPLIANCE RULES -
VACANT UNITS

* Vacant units in turn-key ready condition, not
advertised will be reported to IRS

* Be careful of “holding units vacant” awaiting tenant
referrals from different agencies

* Be careful of keeping vacant units in uninhabitable
condition waiting for resyndication

—

IMPORTANT COMPLIANCE RULES -
CASUALTY LOSS

* IRS requires an owner of a tax credit project to
immediately report to allocating agency when a
building(s)and unit(s) are off-line

* Due to fire

* Due to flood

* Due to mold

* Due to construction defects
e Due to unit being left trashed

-
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IMPORTANT COMPLIANCE RULES -
CASUALTY LOSS

For any reason -

» Allocating agency must immediately report
circumstance to IRS on Form 8823
* Either corrected or uncorrected
* If Uncorrected - A Corrected 8823 will be issued when

documentation is submitted to CTCAC showing the
unit is inhabited again

—

IMPORTANT COMPLIANCE RULES -
8823 ISSUANCE

« Initial letter sent out to owner notifying of a Monitoring
Inspection

* A 30 day notification is given, but can be shorter if
necessary

» Monitoring visit by state agency occurs

* Within 30 days, the owner and management company
receive a findings letter

-
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IMPORTANT COMPLIANCE RULES -
8823 ISSUANCE

* A Good letter is sent if no issues with files, rents,
physical inspection of units, site and service
amenities and common areas are found

« A Noncompliance Letter or (NCL) will be sent if any
issue of noncompliance is found

*The NCL is broken down by: Files, Physical Inspection,
Other Issues

IMPORTANT COMPLIANCE RULES -
8823 ISSUANCE

* The NCL is specific to what was missing, found lacking, not
working, not operable, not in place, not being conducted,
expired, vacant units not turnkey ready, unable to access
entry to unit, to common areas, to any area of the project
needed to be reviewed, changes or violations of eligible
basis (turning a low income unit into different use, charging
for community room, parking)

* Please review each and every issue noted and respond to
the noncompliance by providing exactly what is being
requested —need to analyze letter carefully

-
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IMPORTANT COMPLIANCE RULES -
8823 ISSUANCE

* NCL letter will have a correction period

* At the end of the correction period the owner response
is due to our office

* Issues corrected during the inspection will need to be
noted in the NCL

* IRS requires we file an 8823 for any issue found during
the monitoring visit whether corrected or not corrected

—

IMPORTANT COMPLIANCE RULES -
8823 ISSUANCE

* IRS requires we file the 8823 timely
» 8823’s reported by building

* Three types of 8823’s can be filed: Informational,
Corrected, Uncorrected

 Informational 8823 - to report a sale, foreclosure,
destruction, Other

-
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IMPORTANT COMPLIANCE RULES -
8823 ISSUANCE

» Corrected 8823 - The monitoring agency found an issue(s)
of noncompliance and during the correction period given
the owner, the owner corrected all the noncompliance -
IRS determines if there will be any penalty

* Nothing further needs to be done by owner — matter is
closed

* This action closes the Monitoring visit until the next
monitoring rotation in 3 years

—

IMPORTANT COMPLIANCE RULES -
8823 ISSUANCE

» Uncorrected 8823- The owner was able to correct some but
not all of the issues, or the owner was unable to correct any
of the issues — IRS determines if there will be a penalty - * IRS
has stated they take special interest in these 8823 filings

 Owner will want to correct the outstanding issues of
noncompliance with the state agency

* This action closes the Monitoring visit until next monitoring
rotation in 3 years

-

23



IMPORTANT COMPLIANCE RULES -
8823 ISSUANCE

* However, if the owner corrects all the outstanding
noncompliance reported that was not previously corrected,
the state agency will file a “Corrected 8823”

» Work closely with the Chief of Compliance and the analyst
in charge of inspection at this point

» Please note that there is no automatic guarantee that the
owner will receive a 2" and final NCL from the state
agency

—

IMPORTANT COMPLIANCE RULES -
8823 ISSUANCE

« A 2" and final NCL is done as a courtesy and when time
permits

* There is no time period dictated by IRS on when “Corrected
8823’s” need to be filed

» The IRS will never share with the state allocating agency
what the ramifications or loss of credits, penalties will be
when an 8823 is filed, they consider this a confidential
matter between the Taxpayer and the IRS

-
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IMPORTANT COMPLIANCE RULES -
8823 ISSUANCE

* IRS requires that the state agency discuss any
issuance of an 8823 with only the owner of the tax
credit project

* The state agency cannot release a copy of a filed
8823 with anyone but the owner of the tax credit
project — please note in most cases the
management company is not the owner of the
project

—

TRANSFER EVENTS

In October of 2015, CTCAC released an updated
Memo and Questionnaire to correspond with the
State Regulation Changes for 2016:

» Questionnaire can be found at:
http://www.treasurer.ca.gov/ctcac/compliance.asp

-
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TRANSFER EVENTS

Easy to follow questions will determine what needs to
be submitted for each type

* Ownership Transfer

« Sale

* Re-finance,

* Other change in partnership (either limited
partner or general partner)

—

TRANSFER EVENTS

* In order to start the review process, CTCAC must
receive the documents noted as necessary on the
guestionnaire

* The review can take from 2 2 to 4 weeks
depending on whether the correct documentation
was submitted and how many reviews are being
conducted.

-
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TRANSFER EVENTS

e Currently we receive on average 3-4 Transfer
Events a week to process

» Please factor review processing time into your
submission for review. We cannot push projects to
the top of the queue because of late submission
too close to a close date.

—

TRANSFER EVENTS

* Please submit completed Word versions of the
following formes:
* Assignment and Assumption Agreement
« Stand Still Agreement
« Capital Needs Agreement

* This allows us to edit if necessary and will speed up
the review process

-
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TRANSFER EVENTS

» Transfer Events as part of a Resyndication where a
new allocation of credits has already been
awarded go to Jewel Chen in Development

» All other transfer events go to Ammer Singh or
Shannon Nardinelli

—

TRANSFER EVENTS

Mandatory CTCAC Training

* For new owners who are intending to purchase Tax
Credit Properties in California and do not meet the
same qualifications as the outgoing ownership entity
and/or management company, CTCAC will require
that the new owners, their management company,
and their maintenance staff attend a one day
training class held by CTCAC at our offices in
Sacramento.

-
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TRANSFER EVENTS

Occasionally, CTCAC may also require
ownership entities who have never owned Tax
Credit properties to partner with a bone-fide
management company familiar with the LIHTC
in the state of California for a minimum of 2
years before the owner can self-manage.

—

MANAGEMENT COMPANY
CHANGES

Management Agent Transfers:

* 9% tax credit projects require TCAC consent and
equivalent management agent experience as
existing entity:

« Substitution of Property Management Agent

* 4% tax credit projects require TCAC management
experience similar to the exiting management
company

-
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MANAGEMENT COMPANY
CHANGES

« All letters and notices of intent to conduct a
monitoring inspection go to the Owner and
Management Contact CTCAC has on file

o Starting in April of 2017, CTCAC will have the
authority to issue fines to owners who change
management companies without notifying and
receiving approval from CTCAC first.

—

CONVERSATIONS WITH THE IRS

* Please confirm that IRS now permits the owner of a tax credit
property to charge the exempt manager unit rent and utilities

* IRS Response: Yes, charging rent and utilities to manager unit is
now permitted (as long as the unit is not considered a LIHC unit).

» Please confirm that IRS no longer requires the on-site manager to
have to work on a full-time basis at the tax credit property they
live at.

* IRS Response: Yes, the on-site manager no longer has to work on a
full-time basis however, the manager must live in the same property
where they work
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CONVERSATIONS WITH THE IRS

* Please confirm that the Line 8b election of NO, in a multi-
building project will require all transferring households to
have to income re-qualify in order for the unit to continue to
generate a tax credit, this holds true even if: 1) a VAWA
issue or a 2) Medical reasonable accommodation issue?

* IRS Response: Yes, there are no exceptions, unless the owner were to
request a PLR from the IRS * please note that an owner can always
make the transfer to avoid a fair housing issue but the unit will not
generate any more credits as long as there is an over-income
household occupy it

CONVERSATIONS WITH THE IRS

* Please confirm that holding a unit vacant because of an
agreement with a social services provider that you have a
Master Rental Lease Agreement with to hold (X) number of
tax credit units for their clients, will be in violation of the
vacant unit rule? - What time period does IRS expect the
unit to be occupied after it’s been vacant?

* IRS Response: An owner cannot hold a tax credit unit vacant that is
ready for occupancy and expect to get credits for the period the unit
remains vacant because they are holding it under an agreement with
a specific program.
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CONVERSATIONS WITH THE IRS

* How does the IRS look at rent payments made on behalf of
a tenant via a “social services provider” paid directly to the
owner? These are not rental assistance payments via
Project Based Section 8 contract or Section 8 Vouchers or
Shelter Care Plus program that are typically exempt by HUD
for being counted towards annual income?

* IRS Response: IRS would look at this as “Income” to the household as
per the HUD 4350.3 REV 4 handbook, where rental assistance income
is considered counted towards annual income

CONVERSATIONS WITH THE IRS

» For Resyndications where various projects are bundled
together as one new project, (for example, 3 different LIHTC
projects located within the same town may-be 5 miles
apart) is the owner permitted to transfer the over-income
households among the various 3 existing projects? Or the
just ’c';lmong the same project where they originally moved
INto”~

* IRS Response: The owner can only transfer over-income
grandfathered tenants within the same existing tax credit project
where they initially moved into and where they initially income
qualified.
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CONVERSATIONS WITH THE IRS

* On a Resyndication of an existing tax credit project if an
owner or new owner demolishes the existing tax credit
project and intends to re-build a new project on same site,
does the owner lose the ability to “grandfather the over-
iIncome tenants”? And additionally, will the resyndicated
project be considered “acquisition rehab” or “new
construction” on the new Forms 8609’s?

CONVERSATIONS WITH THE IRS

* |RS Response:

» Based on the response to these questions then the following would
apply:

* What is the reason for the demolishing?

* At what period of the allocation is the demolishing occurring?
Compliance, post compliance at the end of the QAP?

* By what you say above this is occurring during the compliance
period. Grandfathering the over-income may occur if the owner
plans to continue the low income housing after the rehab.
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CONVERSATIONS WITH THE IRS

IRS Response (cont.):

« If the owner demolishes buildings in phases and the tenants
are moved back into the new units within 24 months, the
grandfather provision would not be lost (State discretion as
to the months however 24 should be the maximum).

» However, if the building is demolished the owner may want
to consider this a new construction or acqg/rehab.

CONVERSATIONS WITH THE IRS

* An act of foreclosure at a project that’s in the 15 year
Federal Compliance Period, requires the state agency to file
an uncorrected Form 8823 on the project, does the IRS also
require the state agency to remove the recorded
regulatory agreement off title?

* IRS Response: Yes, the state agency must file a Form 8823 on the
project
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CONVERSATIONS WITH THE IRS

Preferences for employee housing

For example: A Unified School District owns the land and
enters into a “ground lease agreement” with a developer
that stipulates the housing will be exclusively for their
employees. What if the ground lease agreement is between
a developer and a University and the University stipulates that
the housing will all be exclusively to house part time and/or
full-time students only?

CONVERSATIONS WITH THE IRS

* IRS Response: Imposition of a local preference is not a per se violation
of the Section 42 requirement public use requirement.
* Under Section 42 and IRS Regulation there is a student rule that
must be followed. Housing strictly for students must follow the
student rule.

» Under Section 42 and IRS Regulation 1.42-9, a qualified LIHTC
project will meet the general public use requirement, even ifitis
subject to a local live work preference, so long as the residency
preference: (1) is consistent with housing policy governing non-
discrimination using the HUD Multifamily Occupancy Handbook as
guidance; and (2) does not otherwise violate any applicable fair
housing laws.
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CONVERSATIONS WITH THE IRS

IRS Response (cont.):

* Alocal live work preference may be permissible under federal and state fair
housing laws, if the local agency imposing the preference can articulate a
clear public purpose or policy goal that will be furthered by the preference
and if the policy does not act to exclude members of a protected class, and
is sufficiently narrowly tailored. Even if the imposition of the local preference
results in statistical disparities on protected classes, under Texas Dept. of
Housing and Community Affairs, et al. v. Inclusive Community Project, et al.,
the United States Supreme Court emphasized the "robust causality
requirement” reinforcing the concept that liability will not result, unless the
plaintiff can prove that there is another means to achieving that
governmental interest with less disparate impact, which is more narrowly
tailored to achieve the governmental interest.

CONVERSATIONS WITH THE IRS

IRS Response (cont.):

» The imposition of live work preference may not result in longer than
typical vacancy of a tax credit units.

* The local preference may not limit the availability of a unit only to
members of a social organization or a particular employer.

« If HUD, the DOJ, or a substantially equivalent state or local agency
notifies the state tax credit agency of a determination of a fair
housing violation, the state tax credit agency should report receipt
of the notification to the IRS.
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CONVERSATIONS WITH THE IRS

IRS Response (cont.):

» Based on the findings in the court proceedings, the IRS
will make a determination as to whether the owner of the
LIHTC property is out of compliance with Section 42
based on facts of the individual case.

* Depending on the nature of the violation,

noncompliance may be determined at the unit, building,
or project level.

CONVERSATIONS WITH THE IRS

» We know that IRS permits a tax credit tenant to work out of
their unit as long as the primary use of the unit is to live in it.
Because these tenants usually file “self-employment tax
returns”, does IRS also permit the tenant to write off all or
partial cost of the utilities and rent of the tax credit unit

when completing their tax return as these are “business
expenses?”

* IRS Response: It depends — mostly no since the property use has to be
exclusively for business. For example the business person/tenant must
prove the amount of utilities claimed was exclusive used for business.
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CONVERSATIONS WITH THE IRS

« If an owner of a tax credit property finds and self-corrects
over charging rent on a unit or various units of a project and
this is found and corrected PRIOR to the state agency
sending a notification of a Section 42 Monitoring Review, is
this considered a non- 8823 issue?

* |IRS Response: Yes, if owner corrects prior to a Section 42
monitoring visit by state agency, a Form 8823 does not need
to be filed.

CONVERSATIONS WITH THE IRS

* If during a state agency Monitoring review a file is found
that shows the household was not income eligible at initial
move-in, but it’s been over 10 years since move-in and on a
subsequent recertification the file documents show that the
household become income eligible 2 years later, does the
state agency still need to report this issue of noncompliance
to the IRS?

* IRS Response: Yes, state agency needs to report the noncompliance
issue on Form 8823
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Questions?
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