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PREFACE

The Delaware State Housing Authority (DSHA) is thkocating housing credit agency responsible fog th
administration and allocation of Low Income Housirax Credits (LIHTC) for the State of Delawarehi§FLIHTC
Compliance Manual is intended to be used as a gaidk reference for the LIHTC Compliance Monitoring
Procedures and to inform owners and managers ofrdhairements implemented by this agency to fatdit
compliance with the IRS regulations as mandatedSegtion 42 of the Code. This manual is a resoaruwd
procedural tool for the management of housing dgmaknts in the LIHTC program._This manual is not a
substitute for existing federal and state laws raggllations.

Effective January 2007, the IRS released its GdaleCompleting Form 8823, Low-Income Housing Credit
Agencies Report for Noncompliance or Building Dispion (8823 Guide). The 8823 Guide was not in&shtb
change any Section 42 rules or policies, but toigedefinitions of what IRS considers “in complkaf and for
consistency in reporting “out of compliance” an@¢l in compliance” or IRS Form 8823. IRS did natliide an
effective date for state agencies to make any mead@gistments to policies and procedures to thengXDSHA
existing policy and procedure do not conform toittgructions in the 8823 Guide.

Most of DSHA’s compliance monitoring and reportipglicy and procedures are reflective of instructiom the
8823 Guide. Some additional adjustments have lmestle to DSHA's compliance monitoring procedures and
manual to incorporate some IRS guidance that wasraur manual previously.

Because of the complexity of the LIHTC regulaticarsd the necessity to consider the applicabilityspecific

circumstances, owners are urged to seek competgat bnd accounting advice regarding complianceetss
DSHA's obligation to monitor for compliance withethequirements of the Code does not make DSHAdifdyl an

owner's noncompliance.

Prepared by: Cynthia L. Deakyne
01/10/94
Revised: 06/11
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INTRODUCTION TO DSHA

Delaware State Housing Authority (DSHA) was credtetl968 as a public corporation in the Delawar@d@yament
of Housing. In 1970, the Department of Housing watuded as a Division in the Department of Comrhyuand
Economic Development when the executive branchateS5overnment was reorganized. DSHA became the
Division of Housing and Community Development ie thepartment of Community Affairs by Executive Qrie
1983. In recognition of the essential link betwéensing and the State's overall development, #lavizare State
Housing Authority and Delaware Development Officerged on July 1, 1987. In 1997, the director oHBSvas
given cabinet level status and serves as an adwighe Governor which demonstrates that housimsg imtegral
part of the State's overall economic and social.pla

The Housing Authority, with a staff of over 130divided administratively into six interdependeattsons:

*kkkkk
Housing Development and Loan Managementeviews all applications to the Housing Developthiaimd (HDF)
and the LIHTC program and monitors constructioalbprojects so funded. The Development stafiss a
responsible for all aspects of the construction r@h@bilitation of DSHA Public Housing, as well@ber sites
owned by DSHA or its nonprofit corporations. Tleedéral HOME Program is also administered by thitice.
The allocation, underwriting, monitoring and corapice aspect of the LIHTC Program is also the resipdity of
this section. In addition, the section performseasnanagement, financial monitoring and inspestafn
HDF/HOME financed rental housing and is responsibteenforcing the State Housing Code in those camities
that have not adopted and enforced equivalent codes

*kkkkkk
Housing Financemanages the Authority's Single Family Mortgage étesxe Bond Program, the Housing
Rehabilitation Loan Program (HRLP), the LIHTC Praxgrand works closely with the Housing Developmeradt a
Loan Management staff to perform financial analgsiapplications to the HDF. This office, basedAfiimington,
also collaborates with banks, developers, corpamatiand various housing sponsors to develop neamding
mechanisms for home ownership initiatives and tentgects statewide, including multifamily bonadincing.

kkkkkkk
Planning and Community Developmentadministers the Community Development Block GRrttgram, the
Emergency Shelter Grant Program, and the Rentatiliation Program and Housing Opportunities fersdns
with Aids Program. Members of the section alsagieand conduct various housing studies to detegrttie
specific nature of the housing supply and demaridelaware. The Housing Capacity Building Prograralso part
of this Section.

*kkkkkk
Administration is responsible for DSHA's general ledgers, puridgefsinctions, accounts receivable and payable,
personnel functions, investments monitoring andptfeparation of financial statements for the Auittyaand its
various programs. The section also coordinategdiseggn, maintenance and improvement of the agefafy
integrated computer network which is used to tgadgram progress, analyze costs and provide aatizetl source
of program data.

*kkkkkk
Community Relations coordinates all media and public inquiries, iniidd to organizing special events in
support of DSHA programs and activities. The sectitso coordinates the production of the annuadntegnd other
various brochures and promotional materials detailhe Authority's programs.

*khkkkkk

Housing Managementoversees the administration of federal rent subsith units statewide, including the
Authority's Section 8 Certificate and Voucher Peogs in Kent and Sussex Counties, and DSHA's eigihlid®
Housing sites. The Management Section directlyagas 445 units of Public Housing, 209 units of isec® New
Construction, and 24 units of public housing in Néastle County.

K*kkkkkk

Asset Managemenbversees over 2700 units of Section New Constradthanced with DSHA multi-family tax-
exempt revenue bonds and is the Project Based &bmdminister (PBCA) for HUD of an additional 1708its
statewide. This section performs asset managedugiess for properties financed with DSHA tax-exeripancing
properties as well as the PBCA HUD portfolio andeisponsible for overseeing the HUD subsidy throtingh
TRACS program.



II. DSHA AS AN ALLOCATING AND MONITORING AGENCY

In 1986 Congress enacted the LIHTC program autbdrénd governed by section 252 of the Tax Refortmofc
1986 and Section 42 of the Internal Revenue Cdde LIHTC program is a federal program which beman
Delaware in 1987. The program was developed toutiite production and preservation of low-incomadiog.
Each state is given the responsibility of allocguimedits to qualified projects in an amount noéxceed that which
is needed to obtain financial feasibility up to thaximum amount available to that state ($1.75cpgita or a
minimum of $2 million for small states). DSHAtl® allocating agency for the State of Delaware.

Each allocating agency must have an allocation gtapart of their LIHTC application. Basicallyethllocation
plan lists all of the requirements needed and categ with which DSHA prioritizes LIHTC applicatisrfor
funding. Under Section 42, the IRS will not corsidn allocation plan qualified unless it contginscedures for
monitoring noncompliance with provisions for notifg the IRS of any noncompliance matters.

In 1990, the Revenue Reconciliation Act, gave haysredit agencies the additional responsibilitynoinitoring
for compliance all projects placed in service fdrat the credit is, or has been allowable at amgtsince the
inception of the program in 1987. This definitiocludes projects financed through the Rural HogiService
(formerly the Farmers Home Administration) and éempt bonds. The program compliance monitoringdate
was effective January 1, 1992.

In January 1992, DSHA implemented LIHTC Compliaienitoring Procedures (Appendix B). This handbook
explains those procedures in a detailed and eafltav manner.

WHAT IS A TAX CREDIT?

In 1986 Congress enacted the Tax Reform Act, winicluded the LIHTC program. Basically, the LIHTEa
dollar for dollar reduction in federal tax liabjlito the project owner in exchange for the acqgoisijtrehabilitation,
or new construction of low- to moderate-income aeéhbusing. The owner may take the credits anpdaitl 10
years, bumust maintain the status of the units as low-inedan 15 years or longer, depending on which year t
credits were allocated to the project.

The amount of tax credit allocated is based omtiaber of qualified low-income units that must mieeferal rent
and income requirements, the cost of developmehbaquisition, as applicable, the credit percentatgs and the
amount to make the project viable. The cost ettpment is defined as the depreciable basiseoptbperty.

In August 1993, Congress passed and the Presid@eiosinto law the permanent extension of the LIHFi@gram.



. RESPONSIBILITIES

All parties involved in a Tax Credit developmenashin the integral part of the compliance monitgri

Allocating/Monitoring Agency

DSHA allocates the Tax Credits through the LIHT@gram, in accordance with the Allocation Plan, and
has specific responsibilities after the final adlian is awarded to a project such as the following

1. Review Annual Owners Certification for Continuingi@pliance report to ensure that project
continuously meets low-income use requirements.

2. Perform compliance reviews and physical inspect@fresach development; review annual tenant
certifications, documentation, and tenant filesdompliance.

3. Report noncompliance matters to the IRS.

4, DSHA will perform training and education to ownéinsough seminars, periodic letters/notices
compliance manuals so owners are aware of the peojgemost current IRS regulations though
the compliance period.

5. As of the HERA law signed July 30, 2008, DSHA iguiged to report tenant data to HUD
annually, including tenant race, ethnicity, familymposition, age, income, use of rental
assistance or other similar assistance, disalsilétius and monthly rental payments.

NOTE: DSHA’s monitoring procedures are designedtist a sampling of tenant records and units for
compliance. A successful compliance review and gibgl inspection does not mean the project has
completely satisfied all of the program rules sinaadetected noncompliance may still exist. Owners
and management agents are solely responsible fayieg their properties in compliance with all IRS
laws and DSHA is not responsible if they fail to do.

Owner

The owner has the responsibility to insure thatpttagect is meeting the requirements of the LIHTC
program in which DSHA monitors.

1. LIHTC REQUIREMENTS

Owners must provide DSHA with comprehensive projeftirmation and evidence of overall
economic feasibility. Prior to issuance of a fih#iTC allocation, the project's accountant must
provide audited certification of the total projecdists. The owner must also certify that all
requirements of the LIHTC program have been metudin the Annual Owners Certification for
Continuing Compliance reporny violation of the requirements of the LIHTC program

could result in the loss of the Tax Credits issuetb the owner and other penalties allowed
within the Internal Revenue Code.

2. PROPER MANAGEMENT
The owner is responsible and must make certairttieadn-site management (if any) knows,

understands, and complies with all appropriate LCHTles, regulations, and policies governing
the project.



ADMINISTRATION AND NOTIFICATION

It is the responsibility of the owner to keep DSh#Wormed throughout all phases of
development, rent-up, and operation. This inclutiednitial phases of construction, the
scheduled placed-in-service date, the completidheproject, as well as any major changes that
are made at any time. This includes any changeeobtvner's address during the compliance
period or any change in management or ownershipeoproject.

After units are placed in service, a change inatlvaership of buildings or partnership interests
before the end of the compliance period may beidered a recapture event by the IRS.
Recapture of tax credits previously claimed bydhginal owner may be avoided by posting a
bond that is satisfactory to the IRS. See IRS ReegdRuling 90-60, Revenue Procedure 99-11
and Internal Revenue Code Section 42(j)(6) foiitamttal guidance on bonding requirements.
Owners are advised to seek legal counsel regatdiagequirement before transferring any
building or ownership interest in a building.

RECORDKEEPING AND RECORD RETENTION

Under the provisions of the LIHTC program, the ovwél be required to keep the appropriate
records and retain them for each project by bujdor the proper periods of time. The records for
the first year of the credit period must be kepttfe entire compliance period, plus 6 years (21
years total) after the filing of the federal incota return for the first year of the compliance
period. The records for each year thereafter ineisetained for 6 years after the filing of the
federal income tax return for that year. The ownidrkeep the records for each qualified low-
income building in the project and the records neasitain the following:

a) The total number of residential rental units in béding (including the number of bedrooms
and the size, in square feet, of each residemighl unit);

b) b) The percentage of residential rental unith@huilding that are low-income units;

c) The rent charged on each residential rental urthiénbuilding (including the source and
amount of any utility allowance calculations);

d) The low-income unit vacancies in the building(sjl amformation that shows when and to
whom the next available unit(s) was rented;

e) The number of occupants in each low-income unit;

f) The annual income certification of each low-incaimeant per unit;

g) Documentation to support each low-income tenant'srme certification;

h) The eligible basis and qualified basis of the hindds) at the end of the first year of credit.
IRS Form 8609 and all attachments should be on file

i) Alist of all tenants of the building(s) at initis#¢nt-up to include the following: name of
occupant, number of persons, and annual incomeuséhold;

i) The character and use of the non-residential ptgjoof the building included in the
building's eligible basis under Section 42(d) (etgnant facilities that are available on a
comparable basis to all tenants and for which pausge fee is charged for use of the
facilities, or facilities reasonably required b throject);

k) Documentation that the owner has not refused &eleaunit in the project to an applicant
because the applicant holds a voucher or cerfioatligibility under Section 8 of the United
States Housing Act of 1937;

[) Documentation that the buildings and low-incomesuim the project were suitable for
occupancy, taking into account local health, safetyl building codes (or other habitability
standards), and the State or local governmentresiitonsible for making local health, safety,
or building code inspections did not issue a violateport for any building or low-income
unit in the project. If a violation report or nogi was issued by the governmental unit, the
owner must attach a statement summarizing thetioolaeport or notice to the annual
certification submitted to DSHA. In addition, tbemner must state whether the violation has
been corrected,;



m) No findings of discrimination under the Fair Hougifict, U.S.C. 3601-3619, occurred for the
project. A finding of discrimination includes adwerse final decision by the Secretary of
Housing and Urban Development, 24 CFR 180.680daerae final decision by a
substantially equivalent state or local fair hogsiigency, 42 U.S.C 3616(a)(1), or an adverse
judgment from a federal court.

n) No tenants in low-income units were evicted or trer tenancies terminatedher than for
good causeand no tenants had an increase in the gross rémtegpect to a low-income unit
not otherwise permitted under Section 42.

The owner is responsible for certifying annuafiythie form DSHA specifies, the project's compliance
with the IRS regulations and the LIHTC program (B&HA Monitoring Procedures, Annual Owners
Certification for Continuing Compliance report Apyaixes B & C). Additionally, the owner is
responsible for submitting to DSHA upon requesy, 'mant file and any documentation for those
units that DSHA specifies.

Revenue Ruling 2004-82, published August 30, 204ifies that owners may comply with the
record retention provisions under IRS Section B##-by using an electronic filing storage system
instead of maintaining hard copy (paper) booksraedrds, provided that the electronic storage
system satisfies the requirements of Revenue Puoe&y-22.

TheORIGINAL tax credit tenant file and tHeRIGINAL support documentation (including the
Tenant Income Certification, verification forms péipation, lease, etc) must be available for DSHA’s
compliance monitoring review. Failure to providédsdocuments will result in the issuance of IRS
Form 8823.

DSHA ELECTRONIC REPORTING (MITAS)

MITAS Multifamily Software is a comprehensive andly integrated system that DSHA utilizes to
manage the Low Income Housing Tax Credit and Alsatagement Programs. All Tax Credit
properties and affordable housing properties fiedrimy DSHA will now use the web-based software
system for tenant data collection and financiabrépg.

All tax credit properties are required to providednt data to DSHANn a monthly basis When
DSHA schedules a LIHTC compliance review and inipagcthe owner and/or their manager will
complete additional reports electronically throl@®HA’'s MITAS website.

Internet Property Management Training is availdbieall owners and managers on DSHA'’s website
either by Video, Adobe Acrobat PDF or MS Word.

Management Agent and On-Site Personnel

The management agent and all on-site personneldsbheuvell versed in the LIHTC program
requirements. Anyone who is authorized to leases tm tenants should be thoroughly familiar with a
federal and State laws, rules, and regulations rgpavg certification and leasing procedures. Hlso
important that the management agent provide inftionaas needed, to DSHA and submit all required
reports and documentation in a timely manner.



IV. WHAT IS A"QUALIFIED" LOW -INCOME PROJECT?

In order to benefit from the Tax Credit, a develgmnmust meet two very important tests at all times

1. Minimum Low-Income Set-Aside

A. Twenty percent of the residential units in ajpct shall be both rent-restricted and occupied by
individuals whose gross income is fifty percent@r less of the area median income based on
family size; or,

B. Forty percent of the residential units in a pobjshall be both rent-restricted and occupied by
individuals whose gross income is sixty (60%) peta® less of the area median income based on
family size.

For properties that receive HOME funds, at least faty percent (40%) of the units in a
building must be occupied by households at or below fiftygecent (50%) of the median
income limit. NOTE: BUILDINGS PLACED IN SERVICE AFTER 7/30/09, ARE NOT
SUBJET TO THIS PROVISION.

NOTE: HUD publishes Rents and Income Limits yearly.

The owner may select either (A) or (B) above asramum set-aside or a greater percentage, up t&10Dhe
selection is made at the time of Tax Credit apgibteand must be maintained throughout the compéaand
extended use periods.

Basically, the first minimum low-income set-asigsttmeans that units are being rented to incorgildipersons
in accordance with the set aside chosen by the owWhast projects that DSHA has allocated Tax Ceeftithave
chosen to rent 100% of their units to persons wkat50% or 60% of median income.

Those units, which meet this income, are "qualifmg-income units".

Placing a Property In Service

The minimum set-aside test must be met by the éttiedirst year of the credit period. This dagecalled the
Placed-In Service Date (PISD). This can be tla ylge building was actually placed in service. (itlee date the
building is ready and available for its specifigadlssigned function) or the next year, at the Elaatf the owner.

Rehabilitation projects: The PISD is at the close of any 24-month periodnd) which expenditures were
aggregated. The owner chooses the PISD.

For New Construction Properties The PISD is on which the first unit in the buiilg is certified as being suitable
for occupancy in accordance with state or local (asually by a certificate of occupancy).

For buildings placed in service on or before JWy 3008, the increase in the adjusted basis obaiiging that
includes the community service facility cannot eedd0 percent of the eligible basis of the qualif@wv-income
housing project of which it is a part.

For buildings placed in service after July 30, 200@ allowable community service facility cannateed (1) 25
percent of the eligible basis of the qualified loweome housing project of which it is a part aneésloot exceed
$15,000,000 plus (2) 10 percent of the eligibledatthe project in excess of (1) above.



Additional and Special Set-Asides

In addition to the minimum set-aside, buildings @ndjects may have been awarded points in thersgaoffi their
tax credit applications for setting aside additian@ts as low-income (at or below 50% of mediatoime) or
targeting very low-income (at or below 30% of mediacome). These units are considered additiamvalihcome
units or special set-asides low-income units. Mastcredit properties have additional low-inconnésithat make
up 100% of the property. The income requirememtsifese units must also be met during the entineptiance
period.




2. Rent Limitation/Rent Restriction

For projects that were allocated Tax Credits inQL88d subsequent years, the maximum rent is based o
the number of bedrooms, while assuming occupandyopersons per bedroom.

For example:
Based on the following chart a family of four insSex County with an income not exceeding $33,120
living in a 3-bedroom unit could not be charged enttran $861including utilities.

Bedroom Size 1 2 3

New Castle $835 $1,003 $1,158
Kent $660 $792 $915
Sussex $621 $745 $861
Those units that meet this test and the minimumitmeme set-aside test are then considered to'Qaalified

Low-Income Proje¢t Before instituting any rent, all rents shoulel fire-approved by DSHA so that we can verify
that the rents are in compliance with Section 42.

If the household's income increases above 140%eochpplicable income limit for the family size ahe tenant(s)
initially met the qualifying income limit requiremts, the unit may continue to be counted as a fyiradi unit as
long as the unit continues to be rent-restrictetithe next available unit of comparable or smaliee is rented to a
qualified low-income tenant{In projects where 100% of the units are rented tgersons with incomes at 40%,
50%, or 60% of the median income, all vacant unitenust be rented initially to income qualified tenans. In

all cases, no tenant can be displaced as a resuitam increase in income only)

3. Compliance Period

Tax Credit Developments receiving Credit Allocasamm or before December 31, 1989

In order to receive the Tax Credit, all owners wceived an allocation between 1987 and 1989, numply with
eligibility and rent restriction requirements fopariod of 15 taxable years beginning with thet fiaxable year of
the building's credit period (“the compliance pdfjo

Credit Allocations after December 31, 1989 or fazjects making the one-time irrevocable electioddtermine
rents by bedroom size

Owners receiving credit allocations after Decen8igrl1989, or for owners making the one time irralae
election to determine rents by bedroom size, mutgrénto a Land Use Restriction Agreement (Detilaneof Land
Use and Restrictive Covenants) at the time theitsrade allocated. These owners must comply viigheligibility
and rent restriction requirements for an additidr&alear period or for a total of 30 years. Thisument is a
recorded restrictive covenant.

All owners must agree to a thirty year low-inconse eompliance period for the project. Howevethéf owner of
the project wants to transfer the property afteritiitial 15 year low-income use period and is ueab transfer the
property with a continued low-income use, the oweger notify the allocating agency, which has orer yeom the
date of receipt of the owner's written notice talfan eligible buyer at a specified price not kss the sum of the
outstanding indebtedness and adjusted investotyecptribution as defined in Section 42 (h)(6}hd Code, less
cash distributions from the project. Adjusted stee equity contribution is defined as the aggregahount of cash
that taxpayers invested into the operation. Céétsimg adjustments shall not exceed 5% in anyenodar year. If a
buyer is not located within one year after the ommaified the allocating agency of his desire étl, she property
may be converted to market rate use with the qoatibn that existing low-income tenants may notbieted
within three years after the transfer of the propefhe owner can notify the allocating agencyisfdesire to
transfer the property any time after the fourteesthr of low-income useSee Section XXIV, DSHA Post —15
Monitoring Procedures for details on requirements in the extended use period.

8



D. The Applicable Fraction

E.

F.

The applicable fraction represents the percentdgeailding intended for qualified low-income wit
The applicable fraction is assigned to a buildihtha time of final credit allocation (issuancetloé

IRS form 8609). However, a final determinatiortlod maximum applicable fraction is made on the
last day of a building’s initial tax credit yeafhe maximum credit an owner can claim on a building
based on the lesser of the targedpglicable fraction or the actual applicable fraton the last day of
the initial tax credit year. The applicable fractiis calculated as the lesser of:

Low income units divided by total units (whethemat occupied) in a building; or

Total square footage of low-income units dividedidtal square footage of all units (whether
or not occupied) in a building, with the exceptafrthe manager’s unit. The manager’s unit
may or may not be included depending whether it paas of the common space. If the
managers unit is part of common space, the ueitétuded from both the numerator and the
denominator of the applicable fraction in determinthe building’s qualified basis. If the
managers unit is considered a qualified low-incamig, the unit is counted in the applicable
fraction.

When determining which units to include in the nuater (low income units), and in the denominator
(total units) of the applicable fraction, pleas¢eno

Units that have never been occupied cannot bededin the numerator, but must be included in
the denominator;

Units that are vacant at the end of the initialyte&r which previously were qualified as low
income units can be considered to be low incomeléermining the amount of credits claimed
only if the units were occupied for a minimum ofomonth;

If a qualified low-income household becomes anidgiiglle household prior to the end of the initial
tax credit year, that unit cannot be counted irfitis¢ year toward the minimum set-aside or the
determination of the qualified basis.

IRC 842(b)(1)(B¥ provides that a new building that is not federalpsidized is eligible for an Applicable
Percentage equal to a 70 percent present valui (ttex9% credit) while a new building that is éxdlly
subsidized and an existing building are eligibled®0 percent present value (the 4% credit).

Qualified Basis
Qualified basis is the portion of the eligible lsagpplicable to the Tax Credit units in a building.
Qualified basis is the product of a project’s Hiigi Basis multiplied by the Applicable Fractionherl
original qualified basis is determined as of that day of the first year of the credit period asd i
reported to the IRS on Part 1l of Form 8609.

Eligible Basis

In general, the eligible basis of a building is &do the building’s cost for acquisition, rehataition
or construction costs for the entire building, ®dbjto certain conditions and modifications settfan
Section 42 (d). Some of the special provisiongdfetermining eligible basis under Section 42 (&) ar

a.

b.

The eligible basis is increased for new buildingd substantial rehabilitation to existing
buildings, which are located in designated qualifiensus tracts and difficult development areas.
If non-tax credit units or market rate units araafuality standard greater than that of rent-
restricted tax credit units in the building, thestsoof the non-tax credit or market rate units
generally are not included in eligible basis.

The cost of depreciable property used in commoasaoe provided as comparable amenities to all
residential units (e.g. carpeting and appliance#)dluded in determining eligible basis. The cost
of tenant facilities (e.g. parking, garages, swimgnpools) may be included in eligible basis if
there is no separate charge for use of the faslaind they are made available on a comparable
basis to all tenants in the project.



d. Eligible basis is reduced by federal grants, nonetadit units with higher standards and
amenities, land costs, historic rehabilitation @ednd non-residential rental property.

The eligible basis, as of the end of the first yafahe credit period, is reported to the IRS ont Raf
the IRS form 8609, and does not change from yegeao.

e. Claiming Credits

The credits may be taken annually for 10 yearsamadased on a percentage of the qualified costs of
the building. For 1987 projects, the applicabkesavere 9 percent for new construction and
substantial rehabilitation and 4 percent for buigi with federal subsidiesd for acquisition and
rehabilitation of existing buildings. (In ordenfan existing building to qualify for the credit in
connection with substantial rehabilitation, thenestrbe a period of at least 10 years between ttee da
of acquisition and the date the building was placeskervice. In addition, DSHA’s QAP requires the
property to have completed its initial complianegipd).

After 1987, the credit percentage is based on thalidable Federal Rate (AFR) for the month the
project is placed in service, or at the owner'stda, the month in which a carryover/commitment is
entered into by the owner and DSHA.

Owners of qualified residential rental projects traatisfy the minimum set aside and gross rent
requirements for a minimum 15-year period and imynzases a 30-year period, depending on the
Declaration of Land Use Restrictive Covenants aekaed Use Agreements. Developments with
allocation in 1990 and each year thereafter areired to comply with these requirements for a
minimum of 30 years.

10



V. IRS Reporting Requirements

The IRS and DSHA require owners to file specifimfis for compliance and reporting purposes. Fatioigubmit
required forms to either the IRS or DSHA as appedprwill result in non-compliance and may makedlaer
subject to recapture or ineligible for credit.

A. Low Income Housing Allocation Certification (IRS Fam 8609)

The IRS Form 8609, Low Income Housing Allocatiorrt@ieation (“8609”) is issued by DSHA for each luing
within a project. If the property received acqtiisi and rehabilitation credits, a separate 8608sised for the
acquisition and rehabilitation for each buildinggite will then be twdorm 8609’s for each building).

Part | of the 8609 is completed by DSHA and willdeat to the owner when the project is placed ivice and all
documentation (cost certification, certificatespotupancy, etc) required by DSHA is reviewed angrayed.
DSHA files the original with the IRS for their racts to compare with the taxpayer’s tax return.t Paf the 8609’s
is to be prepared by DSHA only. If DSHA becomessathat an owner or management agent has filetf-a s
prepared 8609 with the IRS, DSHA reserves the tigletermine that all parties involved will not &lgible for
future participation in DSHA’s Tax Credit prograor fa period of 10 years. DSHA will also file anrmadiate
notice with the IRS as a fraud issue.

Part Il must be completed by the owner in the fiilaxable Year for which the credit is claimed.

DSHA recommends that the owner make fifteen (18hioty (30) copies (whichever is needed) of Foi®08 — one
for each of the tax credit compliance years foritgouarposes.

The owner files a copy of the IRS Form 8609, withoaiginal signature in Part Il, with his/her panabor
partnership tax returns for the first Taxable Yieawhich the credit was taken and each year theref the
Compliance PeriodA copy of the 8609 Part | & Il and Schedule A for ach building for the first taxable year
in which the credit was taken must be filed with D&EIA. DSHA will request that this information be received
prior to the first tax credit monitoring review. | f the applicable fraction/qualified basis is increaed in any
year following the first year of the tax credit peiiod, DSHA requires a copy of IRS Form 8609A to be
submitted by May 31 of the year following the yeafor which the additional credit was taken.

If the credit claimed on IRS Form 8586 is a flowethigh credit from a partnership, S corporationatestr trust, the

entity will complete the forms and attach it itsura. See the instructions on IRS Form 8609 arfee&ale A for
details.

Owners should consult with their legal and/or texisors for advice on completing and filing taxurets and all
IRS forms. DSHA cannot give legal or tax advicetlom filing or completion of tax forms.

B. Low Income Housing Credit (IRS Form 8586)

Low Income Housing Credit (IRS Form 8586) must bmpleted to claim credits for the first taxable iyea
in which credit is taken and every year thereaftehe compliance period. If the owner is claimiorgdits
on IRS Form 8586 from a flow-through entity, (sucha partnership, S corporation, estate or trhst) t
individual investor must complete only Part | offf08586. Attach this to the entity’s income tatura
along with Form 8609 and Schedule A when filing.
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Declaration of Land Use Restrictive Covenants

Prior to claiming the tax credits, the building ewmust record an approved DSHA Declaration of Land
Use Restrictive Covenants (extended use agreemvbith must be in effect as of the end of the first
taxable year credits are claimed. This agreensetypically recorded at the construction closif@ilure

to timely and properly record this instrument isesent of noncompliance and must be reported téRBe

Owners receiving tax credits in 1990 or later yeaesrequired to continue to maintain the low ineom
units for an additional 15 years beyond the initiampliance period. The Declaration of Land Use
Restrictive Covenants is a recorded document thranats the owner to all the IRS requirements stated
Section 42 as well as their commitment to maintaéunits as low income for the extended use period
The Declaration also commits the owner to any @mttii use or income requirements of the projedt tha
the owner agreed to at allocation and award ofakeredits. DSHA recommends that a copy of this
agreement is kept on file with the project recaadd is reviewed by the management agent.

Recapture of Low Income Housing Credit Form 8611

IRS Form 8611 is used by taxpayers who must recapéx credits claimed in previous years. A copy o
Form 8611 must be filed with the IRS upon completiy the owner.
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VI. UTILITY ALLOWANCES

Both HUD and the Internal Revenue Service are cogrant of the stresses that utility allowances havdared
on affordable housing. The Internal Revenue Servicpublished a final rule on July 29, 2009 that givestate
housing finance agencies more discretion in determing utility allowances for tax credit properties.

The Maximum Allowable Gross Rent that can be chduayeesident includes both rent for the unit amzmé paid
utilities.

To remain in compliance, owners must utilize a ecrutility allowance in order to properly determianit rents.
Annual utility allowance approval from DSHA must texeived before adjusting rents either up or down.
Therefore:

Gross Rent = Maximum LIHTC rent plus utility allon@e and non-optional fees
or
Gross Rent = Maximum LIHTC rent (with all utilitiesxd non-optional fees paid by owner)

In government sponsored properties such as RD orBiBroject-Based Section 8 projects, the utilityailance
that must be used is determined and approved byaiygropriate governmental agency.

For all other non-government sponsored propertifitise utilities are not included in the gross rérm owner must
subtract from the rent the appropriate utility alémce calculation.

The Internal Revenue Service (IRS) published fiegulations regarding utility allowances for loweéime housing
tax credit (LIHTC) propertiesThere are five (5) possible methods for obtairding documenting a utility
allowance.

1. PHA Allowance- The utility allowance established by the apdieaPublic Housing Authority. If the
applicable PHA allowances list flat fees for anyityt those flat fees must be included in the
calculation of the utility allowance if the residés responsible for that utility.

If the local PHA Utility Allowance is used at thegperty, documentation of the PHA Utility Allowance
table should be kept with the projects records.

Of course, the lower the utility allowance, thetltégthe amount of gross rent the project will bie &b
receive thus increasing the project's feasibilijowever, it is important for owners to keep tracithe
local PHA Utility Allowances when Section 8 Certiite or Voucher holders are occupying rent-reslict
units.

If you are using the local PHA Utility Allowancepy should also be aware when a PHA issues newyultili

allowances and the utility allowance increases. ¥Wdlneed to analyze the rents charged to ten@ansee
if the increase in the utility allowance will caube rent to be more than the Maximum LIHTC ReRob.
complete this, use the following calculation:

Tenant Rent $
Add New PHA Utility Allowance $
New Gross Rent $

If the Gross Rent you are currently charging ihkeigthan the Maximum LIHTC Rent, you must reduce
your tenant's rent immediatelyn addition, you must rebate or credit rent tivas paid for the period of
noncompliance and you will be in violation of therR Limitation/Rent Restriction test and your pobje
will be in noncompliance with the IRS.
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However, this rule does not apply to those LIHT@tmestricted units that include any subsidy reegiv
from programs such as Section 8 or RD Rental Amsigt. A tenant may pay higher than the Maximum
Allowable Rent in two instances: (1) In HUD Prdi@ased Section 8 projects or units that housei@ect
8 Certificate/Voucher holders, if the income inaes so that the tenant portion of the rent is hitjren

the Maximum Allowable Rent, the Section 8 subsklyeiduced. (According to the IRS, this reduces the
subsidy burden to the Federal government. Howelertenant can ng@ay more than the HUD contract
rent); (2) In RD 515 projects allocated creditd 991 and later yearthe extent of the overage is passed
along to RD, therefore, the tenant may be charge than the Maximum Allowable Rent. (see Section

42 (9)(2)(B)(iv) and (9)(2)(E))-

However, there are instances where the Gross Régds than the RD Basic Rent. In this case, theage
is the difference between the adjusted tenantaetthe Gross LIHTC Rent. (See example below:)

Gross Rent: $300 RD Basic Rent: $320
Tenant Adjusted Rent: $350 How much overage? 30%

Tenant would pay $330 (The difference between theBasic Rent and the Tenant Adjusted Rent = $30
plus the LIHTC Gross Rent of $300).

For projects receiving credits prior to 1991, therage must be paid by the owner to RD. For ptsjec
receiving credits in 1991 and later years, the ageiis paid by the tenant.

Estimate from Utility Provider A written estimate from a local utility providehe utility provider’s
estimate must be in writing and any costs incutoekceive this estimate are borne by the owndre T
owner must retain the original utility provideriestte and must furnish a copy to DSHA and must
make copies available to all tenants. This utdibalysis or survey must also be pre-approved by
DSHA.

Actual Usage- A building owner may obtain a utility estimate £ach unit in the building from
DSHA provided DSHA agrees to provide the estim@&HA does not agree to providing estimates to
building owners at this time

HUD Utility Schedule Model Owner may use the HUD Utility Schedule Modelt tben be found on
the Low- Income Housing Tax Credits pagétip://www.huduser.org/datasets/lihtc.htfhhe HUD
Utility Schedule Model is based on data from thsiBential Energy Consumption Surveys (RECS)
conducted by the Department of Energy. This dad@iges energy consumption by structure for
heating, air conditioning, cooking, and water heg#nd other electric (lighting and refrigeratiohine
Model incorporates building location and climate.

Energy Consumption Mode{Estimate from an Engineering Firm) — All Engiriegrfirms must be
properly licensed and approved by DSHA. This méthses engineering calculations and technical
data (including actual data) to estimate a utdifpwance. First, owners develop categories of
dwelling units based on the factors that affedityttonsumption. Next owners determine the
consumption requirements for each type of end-wsetcovered by the allowance. Depending on the
end-use, the consumption requirement may be estithimwtsed on engineering formulas, standardized
consumption tables, actual data, in-house informnadin equipment used or the physical condition of
the developments. The engineering firm must ecd belated party of the building owner.

In addition, the estimate from the engineering fiomexisting properties, should consider actuahda
when estimating a utility allowance. The followidgta should be included in the engineering firm’'s
estimate:

a. The actual use of similarly constructed and sizeitsun the building using actual utility data and
rates.

b. Provide a minimum sample size of usage data ftmast 5 continuously occupied units of each
Unit Type or 20% Unit Type whichever is greater.

c. A copy of the request to the utility provider olibg entity to provide usage data. If utility dat
used directly from residents, a release from th@&leat is required.
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d. An Excel spreadsheet listing every unit on the progp number of bedrooms, bathrooms and
square footages for each unit, and the billinganjsby month for each unit for which data was
obtained (the sample).

e. The rent roll of the property showing occupancyfihe end of the month for the month in which
the data was requested from the utility provider.

Changes in Utility AllowancesAn owner may choose to change the utility alloeeanalculation after the credits
have been reserved. If, at any time during thedinglfs extended use period, the applicable utditpwance for
units changes, the new utility allowance must leElus compute gross rents of the units due 90 aftgsthe
change (the 90-day period). For example, if renstrbe lowered because a local utility company extns
obtained that shows a higher utility cost thandtierwise applicable PHA utility allowance, the kEwent must be
in effect for rent due at the end of the 90-dayqakr

However, special care should be taken when changmgethod of the utility calculation. If latehiring the
compliance period, the utility allowance calculatitauses the project to be in noncompliance asritie are no
longer rent-restricted, the owner will be requitededuce rents. For example, when the utility frer's utility
allowance increases, the Gross Rent will increfisiee new Gross Rent charged to tenants is mane the
Maximum LIHTC Rent allowed under the code, the pcowill no longer be considered rent-restrictdthe owner
will have 90 days to reduce the rent amount chatgduwbuseholds and notify DSHA of the change.

Natice.- A building owner using a Utility Company estimmathe HUD Utility Schedule Model, or an Energy
Consumption Model must submit copies of the utidéigtimates to DSHA analake the estimates available to all
tenantsin the building at the beginning of the 90- dayipe before the utility allowances can be used in
determining the gross rent of rent-restricted units

Use of the Energy Consumption Model is limitedhe building’s consumption data for the twelve-mopéhiod
ending no earlier than 60 days prior to the begigmif the 90-day period.

Utility rates. - For the Energy Consumption Model, rates must belder than the rates in place 60 days prior to
the beginning of the 90-day period. In the caseenfly constructed or renovated buildings with lden 12 months
of consumption data, the qualified professional msg consumption data for the 12-month period @fwf

similar size and construction in the geographi@amewhich the building containing the units isdoed.

Here is an IRS example:

On September 1, 2008, an owner decided it will enmnt new utility allowances 90 days later for sedie on
December 1st.

1. For CONSUMPTION DATA, the 12-month period camaw earlier June 30,
2008. So the 12-month period can be July 1, 26Q@une 30, 2008 or any subsequent 12-month pepdd u
September 1, 2007 through August 31, 2008.

2. The UTILITY RATE used must be not be older tliaa rate in place 60
days before September 1, or July 1, 2008.

If the average electrical use is 45 kilowatts penth and the utility rate on July 1, 2008 is $1p@0 kilowatt, then
the utility allowance would $45 each month.

3. Notice to the residents must be given by Sepéerh.

Utility Allowance Estimate CostsThe building owner must pay for all costs incdrie obtaining the estimates and
providing the estimates to DSHA and the resideDferation funds of the project cannot be used yof@athe

costs in obtaining utility estimates. The buildimgner is not required to review the utility allowezs, or
implement new utility allowances, until the buildihas achieved 90 percent occupancy for a peri®@ of
consecutive days or the end of the first year efdfedit period, whichever is earlier.

15



Annual review A building owner must review at least once duriaglecalendar year the basis on which utility
allowances have been established and must updasppiicable utility allowance. The review mudtganto
account any changes to the building such as anmggenservation measures that affect energy
consumption and changes in utility rates.

DSHA Approval For properties financed by DSHA, with HousingvBl®pment or HOME funds, DSHA must
approve all rent increase requests and utilitywadioces prior to implementation (beginning of thed@§ period).

Record retentionThe building owner must retain any utility consumptestimates and supporting data as part of
the taxpayer’s records for the compliance period.

Low income housing projects are considered out obenpliance when:

1. The appropriate utility allowance is not used

2. The utility allowance is not properly calcigid.

3. Rents are not reduced for a utility allowandt®n utilities are paid directly by the tenanthe utility provider.
4

. The owner did not review the basis on whightility allowance is established at least oneeng) the
calendar year.
5. The owner failed to update rents for a raVistlity allowance after the 90-day period. (ifcessary)
6. The owner failed to maintain adequate docuatem regarding the computation of utility allovess; without

proof of the amount of the allowance and how it wstsmated, there is no way to correctly compuégerémt.
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VII. GENERAL MANAGEMENT POLICIES AND GUIDELINES

The following guidelines are suggested managememeplures you may use or adapt. However, you or yo
management company may have policies and procethatare as equally effective in meeting the nexjoents of
Section 42.

DSHA recommends that a management plan be devefopéuk property if the project has more than @sunThe
management plan should establish guidelines ardipea for the property that will insure implemeita of
effective and consistent policies. The managermlant should include, as a minimum, the following:

Marketing, including a description of the deymtwent, Fair Housing, and Advertising
Organization chart, staffing requirements, Iginomtocedures, job descriptions

Rent Structure

Qualifying Tenants, Application, and Eligibiliprocedures

Waiting list procedures

Verification and documentation procedures

Certification and Re-certification procedures

Occupancy and lease requirements (includingaeligction procedures)

Transfers

10. Eviction procedures

11. Maintenance and Preventative Maintenance

12. Inspections

13. Accounting Procedures, including tenant acdagr{i.e., tenant ledger cards, rent rolls)

CoNooR~WNE

A. MARKETING AND ADVERTISING

A description of the property should start off yomanagement plan noting the name of the projecation,
number of units, bedroom sizes, construction typkamenities. The plan should also describe tlaioakhip
between the owner and management entity (i.e.rganational chart, delegation of authority, aeg kontact
person).

DSHA recognizes that marketing is a critical tanbe used for a successful project. We requireath&air
Housing and American Disability Act (ADA) regulatis be consistently applied and followed. For thoeperties
that have been allocated credits beginning in 20@Rforward, or receive HUD and/or RD assistandérmative
Action Policies must be followed in addition to,iRdousing, and ADA regulations. Copies of ads®thents as
well as community outreach letters must be subchetenually.

B. RENT STRUCTURE

When setting rents at your property, please nba,dwners do not have to charge tenants the Maridllowable
Gross Rent. The Maximum Allowable Rent is just tiide maximum amount of rent that can be charged i
accordance with Section 42. The market area aedchge market rents should be used to determine rehtst
would make the project most feasible and marketable
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VIII.  QUALIFYING TENANTS

Potential tenants for low-income, rent-restrictaitsishould be advised during the application psedbhat there are
maximum income limits that apply to these unitsafdgement should explain that the applicant'sipatied
household income of aldult persons (over the age of 18) expecting twg the unit must be verified and
included on an Annual Tenant Income Certificatiépgendix E) priorto occupancy and annualiyereafter. After
initial certification, both the tenant and the unitl retain low-income status for IRS complianég(L) the tenant's
income exceeds the allowable income but the teregndins in the same unit and the project is detgnB00%
low-income; or (2) the tenant's income increasetoupt0% of the income limit (based on househatd)sand the
tenant remains in the same unit in a project théss than 100% low-income set-aside.

At the present time, IRS Revenue Notice 88-80 (ApipeG-1) provides the only official guidance fog@ion 42
tenant income compliance. The notice states thi@rohination of annual income of individuals andrmty median
gross income adjusted for household size must lke imea manner consistent with HUD Section 8 income
definitions and guidelines. HUD Handbook 4350.8cpancy Requirements of Subsidized Multifamily siog
Programs is a good reference guide if specific tjpes arise when calculating applicant and tenactime.

A. ELIGIBILITY CRITERIA

1. Minimum Occupancy Standards*

DSHA has set minimum occupancy standards. Thewpsfollows:

BEDROOM SIZE NUMBER OF PERSONS
Efficiency 1
1 1
2 2
3 3
4 6

DSHA does not have maximum occupancy standardesel standards should be set by each owner in aowed
with applicable local housing codes. We recomménoeyever, that any maximum occupancy standardblestad
be disclosed in writing to applicants/tenants aadpart of the owner's management plan.

* DSHA reserves the right to temporarily waive minim family size eligibility for multiple bedroom iis or on a
project level when it is satisfied that market ctinds exist that indicate difficulties in findingualified households
to rent units. Conditions include, but are notitéd to: market condition shifts; low absorptiotess no waiting
lists; large number of one person household apucaxcessive vacancies for extended periodsnef &ind
increased elderly household demand. If conditzarsbe documented, a project owner may apply itingrfor a
waiver. DSHA may elect to permit occupancy of peeson in a two-bedroom unit for a maximum of 200he
total number of two-bedroom units in property todeeupied by single individuals. Request for thaver will

only be accepted 12 months after project had reatf6% occupancy. For elderly onmdyoperties, one-person
households may be eligible for two-bedroom unitéowever, priority must be given to two person dige
households on the waiting list. A DSHA OccupancgiVeér form to waive DSHA'’s minimum occupancy stamtsa
is required when household size no longer meetsASkinimum occupancy requirements during any lease
period. (see page 126)

Please note, the following determination of houselsive was made in the HUD 4350.3 handbook, Chapte
Section 3-7, page 3-8: “Children temporarily absgme to placement in a foster home, children intjeustody
arrangements who are present in the household 300K of the time, children away at school but vitie with
the family during school recesses; unborn childsépregnant women, children who are in the proadsiseing
adopted, temporarily absent family members who stite considered family members, children who amethie
process of being adopted (who do not live in thig)ufamily members in the hospital or rehabilitatifacility for
periods of limited or fixed duration, and persomsmpanently confined to a hospital or nursing hothe family
decides if such persons are included) are consldevasehold members for purposes of determiningsiméand
income limits. As an example, if a pregnant single woman appbesdusing, the two-person income limit should
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be used for income limit eligibility.
2. Determining Household Size:

In order to determine the proper size of unit aribs part of the household, the owner needs teraéne and
count the number of family members as follows:

a. The owner must count all full-time members &f thmily.

b. The owner must also count all anticipated cbkitldAnticipated children include the following:
(1) Children expected to be born to a pregnant wgma

(2) Children in the process of being adopted badut family member;

(3) Children whose custody is being obtained bydut family member;

(5) Children who are temporarily in a foster homgowvill return to the family;

(6) Children in joint custody arrangements whonesent in the household 50% or more of the tithdisputed,
determine which parent claimed the children as dégsts for purposes of filing a federal incomernetarn;

c. The owner may count children who are away abakland who live at home during recesses. *NOTE:
Owners should not count children who are away hoaskcwho have established residency at anothereaddsr
location as evidenced by a lease agreement. Theadewess or location is considered the studentizxipte
place of residence.**

d. The owner may establish reasonable standardsduonting family members that are temporarily in a
correctional facility. For example, it is reasoreafdr an owner to count a teenager who will retarthe family in
six months from a detention center. It is not reasbte to count an adult member who may returnedamily in
two years following incarceration.

e. Temporarily absent family members who are stitisidered family members if approved to live ie thit;
f. Family members in the hospital, or rehabilitatfacility, for periods of limited or fixed duratip

g. Persons permanently confined to a hospital esing home. If the family chooses to include tleenpanently
confined person as a member of the household,wineromust include income received by the confinesn in
calculating family income.

For LIHC purposes, all occupants of a unit are mered in the determination of family size excepe t
following:

a. Live-in aidesThe owner must count live-in aides for purpodesgatermining appropriate unit size only.

The owner must verify the need for the live-in aidéerification that the live-in aide is needed to
provide supportive services to the resident musitiiained from the person’s physician, psychiatrist
or other medical practitioner or health care previdThe owner must approve and verify whether the
live-in aide is necessary and to document thatiegotis or tenants who have requested a live-in aide
have a disability related need for the requestedrmmodation. The owner may not require applicants
or tenants to provide access to confidential médémords or to submit to a physical examinatién.
spouse may not be considered a live-in aide.

b. Foster children and foster adults. Foster childare in the legal guardianship or custody ofséeS county or
foster care agency currently under a foster casngement. A foster adult is usually an adult wittiisability
who is unrelated to the tenant family and who iahle to live alone.

c. The owner must not count non-family membershsag adult children on active military duty, perrmathy
institutionalized family members (see 2g aboveiters and guests.

19



Deployment of Military Personnel to Active Duty

Owners are encouraged to accommodate the uniquengtances of household where a member is called to
active duty in the Armed Forces. Specific actitivet owner can take and remain in compliance irglbdt are
not limited to:

1. Allow a guardian to move into the low-incoon@t on a temporary basis to provide care for degyendents
the military person leaves in the unit.eTguardian’s income is not included in the housd&kahcome.

2. Allow a tenant living in a low-income unit to praka care for any dependents of person called toeadtity
in the Armed Forces on a temporary basis as loigeabead and /or co-head of the household corgtitue
service in active duty. Income of the dependet. (&SI benefits, military benefits) is not inchatin the
household’s income.

3. Allow leases to remain in effect for a reasonalddqa of time without recertification (if requiredgpending
on the length of deployment beyond that requiredhgySoldiers’ and Sailors’ Civil Relief Act of 18450
U.S.C. 88501-591, even though the adult memberhefmilitary family are temporarily absent from the
assisted unit.

3. Maximum Income Limits and Rents

The U. S. Department of Housing and Urban DevelaprfteUD) annually reviews and publishes the median
income information for each county. These incommt$ are then used to determine the LIHTC rentfelaware.
Limits will remain in effect until new annual linsitare published by HUD. DSHA will update the chamnually as
new income information is received.

There are maximum income limits that householdsnoaexceed in order to be eligible to reside atlidTC
property. The maximum income limit is based onrtbenber of persons in the household.

Appendix (F) contains a chart that have been designy DSHA to assist owners in determining the imann
income limit amounts for household size and theiktam LIHTC rents they can charge for their rergtrieted
units.

The chart shows the maximum income by family siizepants residing in LIHTC projects as well as tégpective
rent that can be charged. Rents must includdittlas other than telephone or be reduced by@rapriate utility
allowance. For 1987, 1988, and 1989 LIHTC projettis rents are based on 30% of the tenant's maxigrass
monthly income, based on household size (notedsibs” on the chart). For 1990 through 2005 prgjeectprojects
that were pre-1990 but made the allowed one-tiretieln to change the method of determining reetsisrare 30%
of an imputed income limit based on the numberagfrboms (noted “by bedroom” on the chart).

Due to the Housing And Economic Recovery Act of 2QBERA), income limits for projects funded withxta
credits and/or financed with tax exempt housingdsoare now calculated and presented separatelytfrer8ection
8 income limits. Beginning with the publication®Y2009 Median Family Income estimates and incornatk,
the section 8 income limits can no longer be usedalx credit or tax exempt bond properties.

To avoid noncompliance, be sure you are using dheect income limits. There are now two sets cbime and
rent limits and according to HERA, the Placed imnv@e (PIS) date for a project determines whichodéimits to
use. HERA Income Limits is for properties placedeérvice before 1/1/2009 (see below) and HUD Iredimits
is for properties placed in service after 1/1/2009e earliest PIS date for a building governsptaperty.

Tax Credit Only — Use HERA Limits
Tax Credit/HDF — Use HERA Limits
Tax Credit/HOME — Use HUD Limits
HOME/HDF — Use HUD Limits

Tax Credit/RD — Use HERA Limits
Tax Credit/Sec 8 — Use HUD Limits
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(Kent and Sussex Counties ONLY)
4. Screening Criteria

DSHA also recommends that the owner include inritmmagement plan established screening criteriar dlttaan
income eligibility. Examples include, but are tigtited to, the following:

Landlord history

Home visits, when applicable
Credit checks

Criminal background check
Sex Offender Registry

agrwNPE

Some of the above screening criteria may not kenfirally feasible for the project; however, basicegning such
as previous landlord history and home visits acememended and may prevent problems later.

B. THE APPLICATION

A completed application is critical to an accurdetermination of eligibility. The information ohe application
should be used as a tool to determine all sourtegome, assets and credit information.

We suggest that the applicant complete the appitatt the management office or in the presencéa@fowner.
The application can be checked at that time forgletaness and the applicant can be asked quegtrtaning to
the application.

Extracting as much information as possible fromligppts during the applicant interview is very inmnamt. For RD
and HUD properties, race, ethnicity and income tgbeuld always be included on every applicationhe T
application should also include at least the foltayv

The name, age, and sex of each person that wilimcthe unit (legal name should be given just aglitappear on
the Lease and Tenant Income Certifications);

1. All sources and amounts of income that willrbeeived during the next twelve month
certification period, listing the address, phonenbers, and contact person for all income
sources; NOTE: We recommend that applications dela question on child support
awards and whether or not the applicant receivepdyment;

2. Full-time student status;
3. Section 8 Certificate or Voucher participation;
4, The signature of the applicant(s) and the dhaee dpplication was completed. The

application should be time and date stamped edpeifia waiting list is being maintained.

All applications should be reviewed by the ownernoanagement to determine eligibility. If the apalit is
determinedneligible, the applicant should be notified in writing oktineligible status. A copy of the rejection
letter should be attached to the application. Wmsmmend that rejected applications be retaineatfteast three
years.
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*Helpful Tip for Child Support : We recommend that you have the following question your checklist or
guestionnaire for the applicant/resident.

The firstquestion would be: Do you have a child suppadeo? If yes, what State is the order from? If the
applicant/resident states YES, send the verificatiothat State Child Support Office. In Delawaf¢here is a
court order, those verifications will usually bepessed first. If time is of the essence, if ther court order, the
applicant/resident can get a print out from chilgmort office themselves (very quickly) and bribgpithe manager.

The secondjuestion is: Do you receive child support? # #pplicant/resident states YES, but does not have
court order, the support is received through aedifit manner and you can verify the support thraugtatement of
the payee and/or a self-affidavit.

The thirdquestion is: Do you plan to pursue child suppdftthe applicant/resident states YES, pleasaitel
anticipated monthly amount of child support suppaiy a self-affidavit from the applicant/residefbllow up
with the Division of Child Support within 90 Day$ move-in date.
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C. WAITING LISTS / PROCESSING LISTS

If a project has sufficient qualified applicantst lthe project has no vacancies, we suggest thatigng list be
maintained.

The waiting list should be kept in a separate bdoidker and should contain at least the followinéprmation (per
bedroom size):

Applicant's name

Family Size

Address

Phone Number

Ethnicity/Race

Program Type (i.e., RD Rental AssistancejdeteBased Section 8, LIHTC only)
Date of Application

Bedroom Size Requested

Handicap/Disability

CoNoOUA~AWNE

The waiting list or processing list should be maim¢d to show the history of applicants and statugach
application (approved, denied, withdrawn, etc.) ainduld include original application dates andb#tller respective
dates. In addition, waiting lists should be maimtd so that it is evident which application is hfex processing.

All applicants should be informed at the time ofnmeting their application that their name will raim on the
waiting list for an established period of time. rifer, all applicants should be informed that thel either be
contacted for an application update or will needdatact the management office if they are intexkst remaining
on the waiting list.

We recommend that at least the top 5 applicationthe waiting list be kept current. All applicaitsthe top five
should be notified that they may be potential témamd requested to come to an interview to veifinformation
contained on the application form. The top fivelagations on the waiting list should be updateergv90-120
days. This can easily be done by having the agplisign original verification forms. The ownemdlen make
copies of the verification form and send out thenfe to the appropriate parties. Documented telepho
conversations may also be used to update the apiphdf written verification can not be obtained.

The top five applicants for the waiting list (peedsoom size) should be interviewed. A managemabatidist
(Appendix D-1) can be used during this interviewcéstify that the information received from the hpgnt is true
and correct. Verification of income and assetsughbe completed. After the applicant has succéiggassed all
screening criteria, the applicant may move intortbgt available and correct size unit. A lettenidd be forwarded
to the applicant explaining the new address, dateave-in, amount of rent, and security deposit.
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IX. GENERAL VERIFICATION PROCEDURES AND REQUIREMENTS

A. Certifications Forms

Owners must verifghe income of low-income tenants occupying sedeasiits at move-in. Tenants may report
changes in income and household composition thatrdzetween annual re-certifications and/or seffioeations.
The following forms are required by DSHA for thétis move-in (for all properties):

DSHA'’s Tenant Income Certification form.
Asset Certification form.

3% Party Income Verifications.

Student Certification form.

Income/Asset Checklist

CIERRG| MV =

No other forms for the above can be substituted care acceptable for initial move-in (for all properties,
including Section 8 and RD).

The following certification/verification procedurshould be completed:

1. Contact applicant/tenant for an appointmentragdiest them to bring in information on incomeseas,
family size, etc. For example, wage stubs, taxrnst, bank statements, birth certificates can led €or
qualifying the applicant/tenant. Make copies of arformation brought by the applicant/tenant at th
appointment. We recommend that a copy of some fdriglentification be received for all adult
members of the household (i.e., social securitg,adiver’s license, legal alien card, etc) anccpthin
the applicant/tenant file.

2. At the appointment, use the checklist as agy(dghpendix D) and ask the applicant(s)/tenant(s)
guestions on income, assets etc. The checkhstlid for 120 days and should include a stateneat t
the applicant certifies that the information giventhe application is true and correct. Have emtihit
applicant/tenant sign income/asset checklist ahajpgllicable verification forms.

3. Send out third party verification forms (AppenB) to all applicable income and asset sources.

4, Upon receipt of the verification forms, calculatgieipated annual income and asset income recdiyed
all adults in the household for the next 12 morfittiswing anticipated move-in. If third party
verification forms cannot be obtained in a timelgmmer, the second party (i.e. paystubs, bank
statements) income and asset information subntityettie applicant/tenant at the interview can beluse
as documentation, until proper verification is dméa and placed in the tenant filehélfe must be

proper documentation in the tenant file of all ngemaent attempts of obtaining third party verificat
forms.

5. Complete an Annual TIC Form (See Below or Apperiglix Place all back-up verification/documentation
with the Tenant Income Certification form. The AmhTIC and Student Certification must be completed
along with the lease agreement and move-in inspeectit is preferred that all certification fornlease
agreement and move-in inspection be signed onag@timove-in (but not more than 5 days before move
in). Each adult household must fully executeThe, Asset Certification form and Student Certifioa
form. Place all information in an individual tendite.

Acceptable Certification Forms after initial movia:
HUD Section 8 Properties - HUD 50059 form — see @péinstructions below
RD Section 515/514/516 - FmHA 1944 form — seeaal instructions below
All others must use - DSHA TIC form (Appendix E)

For properties with HUD or RD subsidy, a DSHA TIQishbe completed and signed at move —in along
with HUD’s 50059 for and RD 1944 form. The effeetidate of the initial Tax Credit TIC should be the
move-in date. Thereafter, the HUD 50059 or RD 1 may be used for recertification, self-
certification and interim purpose&ll new move-ins must have a DSHA TIC completed, sicaed

dated byALL adult household members for eligibility purposasj the compliance periodf DSHA
TIC is not completed at move-in, the owner willibeviolation and the project will be in noncomplémn
with the IRS.
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We recommend that a statement stating that there he been no changes in income and/or family
composition be signed by the applicant/tenant on thday the tenant moves into property.(This
statement may be used for tenant fraud and keegsuttien of proof on the tenant.)

B. Tenant Income Verification

Term of Verification
Verification of income is valid for 120 days pritr move-in or re-certification date.

An oral verification should be used when informatis missing or is incomplete off Party verifications.
When verifying by phone, the owner must record iactlide in the tenant’s file the following inforniai:
third-party’s name, position, and contact inforraatiinformation reported by the third party; nani¢he
person who conducted the telephone interview atel alad time of the telephone call. An oral vesfion
should not be used in lieu of & Barty verification nor should it contradict infoation provided by a'8party.
Oral testimony alone cannot be substituted for s&mgy written documentation.

Confidentiality of Applicant and Tenant Informatio

Federal law limits the information owners call el about an applicant or tenant to only informmatiat is
necessary to determine eligibility and level ofistssice. Federal privacy requirements also estalttie
responsibility of owners and their employees toinf@rmation provided by applicants and tenanty doi
specified program purposes and to prevent the udesclosure of this information for other purpasé€»wners
must comply with Delaware privacy laws concerning information they receive from third-part sourabsut
applicants and tenants. These laws generally regoinfidentiality and restrict the uses of thiformation.

C. Methods of Verification

Written verification is required. There are samygeification forms you may use or adapt in
Appendix D.

Any request for income must state the reason ®réluest, include a release statement signed and
dated by applicant or tenant, and provide a sedtiothe employer or another third party source to
state the applicant's current anticipated grossi@rincome or rate of pay, number of hours worked,
and frequency of pay. Bonuses, tips and commissiarst be included. Spaces should also be
available for a signature, job title, telephone bemand date.

Do not use a blanket release authorization astitiles the owner or manager to obtain information
to which it is not entitled or needed for eligibildetermination. The HUD Data Practices Act
Disclosure Statement is not a verification reldaseéax credit purposes

Applicants should be asked to sign two copies oheerification form. The second copy can be used
if the first request is not returned in a timelymmar. If the second request is not returned, the
information received from the applicant/tenant rttegn be used to document income.

Verification requests must be sent directly to firnch the source, not through the applicant/tendint.

is suggested that a self-addressed, stamped eevedoimcluded with the request for verification.
Facsimiles are acceptable as long as the formggitde and on bond paper.

Verifications may be hand-delivered by the applitanant only if it is provided on the letterheafd
the source or by a notarized affidavit.

All income verifications should be date-stamped athey are received.
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The owner may obtain accurate third-party writtenification by facsimile, e-mail, or Internet, idlequate
effort is made to ensure that the sender is a Vhilid-party source.

Facsimile Information sent by fax is most reliable if tiner and the verification source agree to usentigighod in
advance during a telephone conversation. Thetfauld include the company name and fax numberef th
verification source.

E-mail. Similar to faxed information, information vegfi by e-mail is more reliable when preceded byept®ne
conversation and/or when the e-mail address insltigde name of an appropriate individual and firm

Internet Information verified on the Internet is consielthird party verification if the owner is ableview web-
based information from a reputable source on timepeer screen. Use of a printout from the Intemay also be
adequate verification in many instances.

D. Acceptable Forms of Income Verification

IMPORTANT NOTE:

For tenants who receive Section 8 Certificates/Veus, receipt of the Public Housing Authority Vidtion form
(Appendix D-18) is acceptable as verification afame. The Public Housing Authority VerificationfRomay be
attached to the Certification form and placed mténant folder. If the Public Housing Authorisyriot cooperative,
other proper income verification and certificatimethods must be followed.

Specific information must be obtained on incomefigations. Owners or management agents may dpuékeir
own forms; however, the following acceptable fowhserification for specific types of income sitigts, in the
order of prioritized acceptability, must be incldde

1.

2.

Employment Income

a. Employment verification forms completed by émeployer or statement from employer on
company letterhead. Verification must specify eatramount of pay, frequency of pay, year-to-
date earnings including start and ending datestaméffective date of any anticipated increase
during the next 12 months. If information is aghle on changes expected to occur during the
year, use that information to determine the tomdicgpated income from all sources during the
year;

b.  Check stubs or earnings statements (minimumveéeks) showing the employee's gross pay per
pay period and frequency of pay;

C. Notarized statements or affidavits along wiith most recerincome tax returns signed by the
applicant or W-2 forms providing the income incluglincome from tips and other gratuities,
when available.

NOTE: We recommend that you request a copyl afdalt household members’ tax returns or
W-2 forms as an additional source of previous aresst employment history prior to certification
or re-certification. If necessary, the owner cak the potential applicant or resident to provide a
signed Form 8821, which will allow the owner toifethe information with the IRS.

Self-Employment Income
a.  Accountant or bookkeeper's statement of rene;

b.  Audited or unaudited financial statement(sjhef business along with a notarized statement from
the applicant giving the anticipated income for #2emonths following certification; or

c. A notarized affidavit and, if available, the prigear's federal income tax return (perscarad
corporate/business tax returns, if household is padprietor). The tax return received as
documentation should always be complete, signechawmd all attachments required including the
following: Schedule C (Small Business), Schedul(@Ental Property Income), Schedule F (Farm
Income).
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Social Security, Pensions, Supplemental Sgchmitome (SSI), Disability Income, Veteran’'s
Administration Benefits

a. A benefit verification form completed by the agg providing benefit information; or

b.  Anaward or benefit notification letter prepamand signed by the authorizing agency. NOTE:
Since checks or bank deposit slips show only them®unt remaining after deducting SSI or
Medicare, they may be used only when award leti@nsot be obtained. Any withholdings must
be verified and included in annual income. If usinigank statement, always add the Medicare
payment or SSI payment back into the gross amount.

Unemployment Compensation

a. A verification form completed by the unemplaymhcompensation agency; or
b. Records from the unemployment office statiagrpent dates and amounts.
(Unemployment income should be annualized unlassnding date has been specified on the
verification).

Alimony and Child Support Payments

a. A copy of a separation or settlement agreemeatdivorce decree stating the amount and type
of support payment schedule. If the document tsaiitin the 90-day time frame, a notarized
statement is requested from the applicant statimgent income; or

b. Child support verifications forms or printqubvided by the Division of Child Support
Enforcement specifying the amount and frequencsupport and whether or not the award is
received by the applicant/tenant/household; or

C. A notarized letter from the person paying sarpjor
d. A copy of the latest check and documentatfamoav often the check is received or;
e. As a last resort, a notarized statement fl@rapplicant or tenant stating the amount being

received and how often.

In many cases, child support has been court ordarethe full amount is not being received. If
this is the case, a printout from the child supgoiforcement agency showing zero or sporadic
payments received will be sufficient. If printaitows zero payments received, a statement from
the tenant attesting to the fact that no supponnemts are being received and the likelihood of
support payments will not be reactivated within tiext 12 months. (See page 29-30)

Recurring Contributions and Gifts

a. Notarized statement or affidavit signed bygheson providing the assistance which gives the
purpose, dates, and value of the gifts; or

b. A letter from a bank, attorney, or a trugteaviding required verification; or

c.  Only when the above is not possible, the applis notarized statement giving the same
information.

Zero Income Applicants/Tenants

If an applicant/tenant is currently unemploged claiming zero (0) income, they must provide
evidence of current anticipated income for theifiestion year by executing a Zero Income Affidavi
and providing a signed copy of the prior year's fetlereome tax return. If the applicant/ tenantetat
they do not file a return, owners and managers maqyest that the applicant/tenant complete IRS form
4506(T) Request for Transcript of Tax Return foculmentation that a return was not filed.
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E. Annual Income

Annual income is the amount of income that is usedketermine a household’s eligibility for the LIETprogram .
Annual income includes the anticipated total incasteived from all sources by all adult memberthef
household (18 years of age or older, includingtintle students, or a spouse that is temporarilgat)gor the 12-
month period following the effective date of caddition of income and all unearned income for ainmbers of the
household. In all instances owners and managersxrected to make a reasonable judgment as todkereliable
approach to estimating what the resident will reeeiuring the year.

1. Whose Income is Counted - Income of Adults anddpendents

Adults - Count the annual income of the head, spauso-head, and other adult members of the holteln
addition, persons under the age of 18 who haveethtato a lease under state law are treated dsadnd their
annual income must also be counted. These pevgiliie either the head, spouse, or co-head; theysametimes
referred to as emancipated minors. NOTE: If aamgipated minor is residing with a household aseber other
than the head, spouse, or co-head, the individoaldwe considered a dependent and his or her iad@mdled as
a dependent.

Dependents - A dependent is a household membeisadmaler 18 years of age, is disabled, or is atiiulé student.
The head of the household, spouse, co-head, fdstdr or live-in aide are never dependents. Someme
received on behalf of household dependents is edwenid some is not. Earned income of minors (haldeh
members under 18) is nobunted. Benefits or other unearned income of msircounted.

When more than one household member shares cust@dghild and both families live in a LIHTC propgronly
one household at a time can claim the dependem. hbusehold that counts the dependent also cthentsiearned
income of the child. The other household canmaiticithe dependent or unearned income of the child.

Although full-time students who are 18 years of agelder are considered as dependents, a smalr@btheir
earned income will be counted. Count only earnednme up to a maximum of $480 per year for full-tistedents,
age 18 or older, who are not the head of the haldeir spouse or co-head. If the income is less $#80
annually, count all the income. If the annual ineoexceeds $480, count $480 and exclude the amuatétceeds
$480.

The income of full-time students 18 years of agelder who are members of the household but awagtaiol is
counted the same as the income for other full-8toeents. The income of minors who are membetiseof
household but away at school is counted as thariador other minors.

All income of a full-time student, 18 years of ageolder, is counted if that person is the heathefhousehold,
spouse, or co-head.

Income of Temporarily Absent Household Members

Owners must count all income of household membgpscved to reside in the unit, even if some memhbegs
temporarily absent. If the owner determines thaalasent person is no longer a household memkteendividual
must be removed from the lease and the Certifioatd temporarily absent individual on active nafy duty must
be removed from the household, and his or her iecomst not be counted unless that person is th dfethe
household, spouse, or co-head. However, if thespor a dependent of the person on active mildaty resides
in the unit, that person’s income must be countefdlli, even if the military member is not the head spouse of
the head of the household. The income of the rsgamlise, or co-head will be counted even if thedgreis
temporarily absent for active military duty.

Income of Permanently Confined Household Members
An individual permanently confined to a nursing lear hospital may not be named as household hpadss, or
co-head but may continue as a household membikee &iotusehold’s discretion. The household has Eehath

regard to how the permanently confined individuat®me will be counted. The household may edéttter of the
following:
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Include the individual’'s income and receive alloveatbeductions related to the medical care of thenpaently
confined individual; or Exclude the individual’'sciome and not receive allowances based on the nedieaof the
permanently confined individual. The permanentwfined member is listed on the Certification asdalt who is
not the head, spouse, or co-head, even when theapently confined household member is married égo#irson
who is or will become the head of the householtde ®wner should consider extenuating circumstati@amay
prevent the confined member from being able to gignTIC. If the owner determines the confined rbemnis
unable to sign the TIC, the owner must documenfithevhy the signature was not obtained.

Annual income is defined as follows:

1. All amounts, monetary or not, that go to or areereed on behalf of the household head, spouse-bead
(even if the household member is temporarily aBsentany other household member; or

2. All amounts anticipated to be received from a sewgtside the household during the 12-month period
following admission or annual recertification effige date.

Annual income includes all amounts that are notigigally excluded by regulation. Income Inclusgoand
Exclusions, provides the complete list of incomdusions and exclusions published in the regulatamd Federal
Register notices.

Annual income includes amounts derived (duringltbanonth period) from assets to which any membé¢hef
household has access.

2. Annual income includes, but is not limited to tle following:

Gross amount (before any payroll deductions) ajega salaries, overtime pay, commissions,
fees, tips, bonuses, allowances (documented bR&r1099), and any other compensation for
personal services received by evadult member of the household,;

Net income, salaries, and other amounts distribfrtam a business;

When calculating annual income, owners must incthéenet income from operation of a
business or profession including self-employmeabme. Net income is gross income less
business expenses, interest on loans, and defpoectamputed on a straight-line basis. In
addition to net income, owners must count any mlar other amounts distributed to family
members from the business, and cash or assetsaithdy family members, except when the
withdrawal is a reimbursement of cash or assessited in the business.

When calculating net income, owners must not degrntipal payments on loans, interest on
loans for business expansion or capital improvemerher expenses for business expansion,
or outlays for capital improvements. If the natdme from a business is negative, it must be
counted as zero income. A negative amount mudb@oised to offset other family income.

Gross amounts, befodeductions for Medicare, of social security paytaem his includes
payments received by adults on behalf of minorgHeir support;

Military employment may include (but is not lirad to) base and longevity pay, all regular pay,
special pay, proficiency pay, sea and foreign ¢haty, hazardous duty pay, subsistence and
clothing allowances of a member of the Armed Faregsept hostile fire pay.

Note: Until January 1, 2012, Basic Pay Allowarfar housing is disregarded for properties
located in a county that contains a qualified miljtinstallation to which the number of
members assigned to units based out of the militetallation as of June 1, 2008, has
increased by 20% or more from December 31, 200&. dpplies to the county that contains
the military installation and also to adjacent diesm A qualified military installation is a
military installation or facility with 1,000 or mermembers as of June 1, 200Bhis does not
apply to Dover Air Force Base, Dover, Delaware or Bw Castle County Reserve Base,
New Castle, Delaware)
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Periodic Payments from Long-Term Care Insurancesi®as, Annuities, and Disability or
Death Benefits;

The full amount of periodic payments from annuitiesurance policies, retirement funds,
pensions, and disability or death benefits is idetlin annual income. Payments such as
Black Lung Sick Benefits, Veterans Disability, abdpendent Indemnity Compensation
for the Widow of a Killed in Action Serviceman agamples of such periodic payments.
Withdrawals from retirement savings accounts suchdividual Retirement Accounts

and 401K accounts that are not periodic paymentsodidall in this category and are not
counted in annual income.

Example - Withdrawals from IRAs or 401K Accounts

Isaac Freeman retired recently. He has an IRAwddout is not receiving periodic
payments from it because his pension is adequatdésaooutine expenses. However, he
has withdrawn $2,000 for a trip with his childrefihe withdrawal is not a periodic
payment and is not counted as income.

If the tenant is receiving long-term care insurapagments, any payments in excess of
$180 per day must be counted toward the gross aimugme.

Federal government, any state, local governmeniaksecurity, or private pension funds
paid directly to an applicant’s/tenants former smpursuant to the terms of a court decree
of divorce, annulment, or legal separation areceointedas annual income.

If an agency is reducing a family’s benefits toustljfor a prior overpayment (e.g. social
security, SSI, TANF or unemployment benefitf)unt the amount that is actually
provided AFTER the adjustment for the period of adjustment.

Lump sum payments received because of delays tepsing unemployment, welfare or other
benefits;

Payments in lieu of earnings, such as unemploymedtdisability compensation, workmen's
compensation, and severance pay. Any paymentsvthdtegin during the next twelve months
must be included;

Income includes, but is not limited to, earned andarned income from all household members
age 18 and older (adults, including foster adultsgarned income of minor children and foster
children under the age of 18, and income from asdéimancipated minors, persons under the

age of 18 who have entered into a lease underlatatare treated as adults;

Alimony and child support; Alimony or child suppgrid by a member of the household is also
counted as income, even if it is garnished fromesag

Owners must count alimony or child support amoamtarded by the court unless the
applicant certifies that payments are not beingenaandl that he or she has taken all
reasonable legal actions to collect amounts dwdyding filing with the appropriate courts
or agencies responsible for enforcing payment.y@rhe tenant/applicant states they
receive child support should it be verified. Othise, a child support affidavit of no
support being received is sufficient.

The owner may accept printouts from the court @nayg responsible for enforcing support
payments, or other evidence indicating the frequexmd amount of support payments
actually received. If sporadic payments were resgbover the past 12 months, DSHA will
allow support payments received to be averaged whkenlating child support income.
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If the applicant/tenant states there is a childosuporder in place and it has been verified
with the Division of Child Support Enforcement Agsrthat the support payments are
clearly not being received, no amount of child supghould be included in the annual
income calculation and an affidavit should be caeted by applicant/tenant.

Child support paid to the custodial parent throsatgtte child support enforcement or
welfare agency may be included in the householdathly welfare check and may be
designated in different ways. In some states thagenents are not identified as separate
from the welfare grant. The payment may be listedhald support or as pass-through
payments. These amounts must be counted as annoaie.

Welfare assistance;

Interest, dividends, and other income from netilfiaassets (including income distributed from
trust funds). On deeds of trusts or mortgages, tha interest portion of the monthly payments
received by the applicant is included;

Lottery winnings paid in periodipayments. (Winnings paid in a lump sum are inetlioh
family assets, not in annual income).

Recurring monetary contributions or gifts reguylagceived from persons not living in the unit,
including rent or utility payments paid on behditlee household;

Owners_must courds income any regular contributions and gifts frgersons not living in the
unit. These sources may include rent and utiltyrpents paid on behalf of the family, and
other cash or noncash contributions provided cegalar basis.

ExamplesRegular Cash Contributions

The father of a young single parent pays her mgnttility bills. On average he provides $100
each month. The $100 per month must be includéldeifiamily’s annual income or

The daughter of an elderly tenant pays her mothers share of rent each month. The $175
value must be included in the tenant’s annual ireeom

Groceries and/or contributions paid directly to thddcare provider by persons not living in
the unit are excluded from annual income.

Groceries provided by persons not living in thesehold are excluded from annual income.
Temporary, nhonrecurring, or sporadic income isaouinted

Actual income distributed from trust funds tha¢ aot revocable by or under the control of any
member of the tenant family. NOTE: even if fanalysets exceed $5,000, use actual income
distributed from the irrevocable trust.

Resident services stipends are generally modestirstsiof money received by residents for
performing services such as hall monitoring, fiegrpl, lawn maintenance, and resident
management. If the resident stipend exceeds $20Mpnth, owners must include the entire
amount in annual income. If the resident stipen#200 or less per month, owners must
exclude the resident services stipend from anmeaime.

Withdrawal of Cash or Assets from an Investmerg;\hithdrawal of cash or assets from an

investment received, as periodic payments shoultbbated as income. Lump sums receipts
from pension and retirement funds are counted set|s
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3.

Annual Income Excludes

Employment income of members of the householddratunder 18, including foster children.
(Unearned income such as social security paymengsived on behalf of all minors, including
foster children must be included as income).

Earnings in excess of $480 for edult-time student 18 years old or older(excluding the
head of household, co-head or spouse).

Deferred periodic payments supplemental securnitgrine and social security benefits that are
received in a lump sum payment.

Payments received for the care of foster childnet foster adults.
Adoption assistance payments in excess of $48@gmsted child

Income associated with persons who reside in tlitebut are not household members, for
example, temporary live-in aide.

Income that is received on behalf of someone ades not reside with the family, as long as
the amounts are: (1) not intermingled with the fgimifunds; and (2) used solely to benefit
the person who does not reside with the family.

Amounts received by the family that are spedifjcéor, or in reimbursement of, the cost of
medical expenses for any family member.

The treatment of educational scholarships or griardependent on whether the student is
receiving Section 8 assistance. The full amourstadent financial assistance either paid
directly to the student or to the educational toitn. This amount includes education grants,
scholarships, or Veterans Administration benefitsiatended as a subsistence allowance to
cover tuition, fees, books, rent, equipment, ytitibsts, and board of a student living away
from home,_For Tax Credit properties, all formsstifdent financial assistance, no matter how
it is used, are excluded from annual income urtlesstudent receives Section 8 assistance

NOTE: In accordance with the Federal Registerdla#30/05 Volume 70, Number 250,

HUD further defines eligibility of student incoms,any financial assistance, in excess of
amounts received for tuition, that an individualeiwes under the Higher Education Act of
1965 (20 U.S.C. 1004t seq), from private sources, or from an institutiorhigher education
(as defined under the Higher Education Act of 1@85U.S.C. 1002)), shall be considered
income to that individual, except that financiadiatance described in this paragraph is not
considered annual income for persons over the 588 with dependent children. For purposes
of this paragraph, “financial assistance” does imelude loan proceeds for the purpose of
determining income.

The value of state or local employment traininggpams and training of resident management
staff. In addition amounts received under trairpnggrams funded by HUD (Comprehensive
Improvement Assistance Program, Section 3 or Fagel§-Sufficiency Programs) are not
included as income. Amounts received by a persdmawisability that are disregarded for a
limited time for purposes of supplemental securigome eligibility and benefits because they
are set-aside for use under a Plan to Attain Séfficsency (PASS). Amounts received by a
participant in other publicly assisted programs #ra specifically for or in reimbursement of
out-of-pocket expenses incurred (special equipnaatting, transportation, child care, etc.)
and which are made solely to allow participatiomispecific program.
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Incremental earnings and benefits resulting tofamjily member from participation in
qualifying state or local employment training pragrs (including training programs not
affiliated with a local government) and trainingaofamily member as a resident management
staff person. Amounts excluded by this provisiamstrbe received under employment training
programs with clearly defined goals and objecties®| are excluded only for the period during
which the family member participates in the emplewttraining program.

Principal portion of the payments received on gages or deeds of trust held as assets.

Hostile Fire pay to a family member in the militarThe special pay to a family member
serving in the Armed Forces who is exposed to leofite (e.g., in the past, special pay
included Operation Desert Storm).

Lump sum additions to family assets such as itdmees, cash from sale of assets, one-time
lottery winnings, insurance and workman's compénisabr settlement for personal or
property losses.

Temporary, nonrecurring or sporadic income (inolgdifts).

Deferred periodic amounts from Department of Veatsraffairs disability benefits that are
received in a lump-sum amount.

Food Stamps, Meals on Wheels or other programstbaide for the needy; groceries
provided by persons not living in the householdi amounts received under the School Lunch
Act and the Child Nutrition Act of 1966 (includimgduced lunches and food under Special
Supplemental Food Program for Women, Infants anttifem (WIC)).

Amounts paid by a State agency to a family witteaelopmentally disabled family member
living at home to offset the cost of services aqdigment needed to keep the developmentally
disabled family member at home.

Payments, rebates, or credits received under &kldaw-Income Home Energy Assistance
Programs.

Annual rent credits or rebates paid by governnagencies. This includes any earned income
tax credit up to and equal to the tenant incomdiadity. This amount is excluded from
income.

Resident Service Stipends (not to exceed $200npeth). A tenant service stipend is a
payment received by a tenant from the owner fofgpeting a project community service on a
part-time basis. Common examples include, nigbdliyols, day care assistance, door-to-door
delivery assistance, lawn maintenance and tendiattives coordination. No tenant may
receive more than one such stipend during the gemed of time.

Amounts earned by temporary census employeesgtaraly not exceed 180 days for the
purpose of this exclusion).

Other forms of income excluded by federal statates

Amounts specifically excluded by any other fedstatute from consideration as income for
purposes of determining eligibility or benefits ené category of assistance programs that includes
assistance under any program to which the exclasenforth in 24 CFR 5.609(c) apply. A notice
will be published in thé&-ederal Registeand distributed to housing owners identifying temefits

that qualify for this exclusion. Updates will belished and distributed when necessary. The
following is a list of income sources that qualify that exclusion:

The value of the allotment provided to an eligibteisehold under the Food Stamp Act of 1977 (7
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U.S.C. 2017 [b]);

Payments to Volunteers under the Domestic Volurteevices Act of 1973 (42 U.S.C. 5044(g),
5058) (employment through AmeriCorps, VolunteerSémvice to America [VISTA], Retired
Senior Volunteer Program, Foster Grandparents Brmogyouthful offender incarceration
alternatives, senior companions);

Payments received under the Alaska Native ClaintiteeGeent Act (43 U.S.C. 1626]c])

Income derived from certain sub marginal land efthited States that is held in trust for certain
Indian tribes (25 U.S.C. 459¢);

Payments or allowances made under the Departmétealth and Human Services’ Low-Income
Home Energy Assistance Program (42 U.S.C. 8624(f]);

Payments received under programs funded in whoie part under the Job Training Partnership
Act (29 U.S.C. 1552[b]; (effective July 1, 2000femnces to Job Training Partnership Act shall
be deemed to refer to the corresponding provisfaheoWorkforce Investment Act of 1998 [29
U.S.C. 2931], e.g., employment and training progréon Native Americans and migrant and
seasonal farm workers, Job Corps, veterans emplatypnegrams, state job training programs,
career intern programs, AmeriCorps);

Income derived from the disposition of funds to @mnd River Band of Ottawa Indians (Pub. L-
94-540, 90 Stat. 2503-04);

The first $2,000 of per capita shares received fratgment funds awarded by the Indian Claims
Commission or the U. S. Claims Court and the irsref individual Indians in trust or restricted
lands, including the first $2,000 per year of ineoraceived by individual Indians from funds
derived from interests held in such trust or rettd lands (25 U.S.C. 1407-1408);

Amounts of scholarships funded under title IV af tHigher Education Act of 1965, including
awards under federal work-study programs or untteBureau of Indian Affairs student
assistance programs (20 U.S.C. 1087uu);

Payments received from programs funded under Vit the Older Americans Act of 1985 (42
U.S.C. 3056[f]), e.g., Green Thumb, Senior Aidekle® American Community Service
Employment Program;

Payments received on or after January 1, 1989, fre\gent Orange Settlement Fund or any
other fund established pursuant to the settlenmelnt Re Agenproduct liability litigation, M.D.L.
No. 381 (E.D.N.Y.);

Payments received under the Maine Indian Claimde®atnt Act of 1980 (25 U.S.C. 1721);
The value of any child care provided or arrangedafty amount received as payment for such
care or reimbursement for costs incurred for sak)cunder the Child Care and Development
Block Grant Act of 1990 (42 U.S.C. 9858q);

Earned income tax credit (EITC) refund paymentgirazd on or after January 1, 1991, including
advanced earned income credit payments (26 U.2[{});3

Payments by the Indian Claims Commission to thef€imrated Tribes and Bands of Yakima
Indian Nation or the Apache Tribe of Mescalero Resgon (Pub. L. 95-433);

Allowances, earnings, and payments to AmeriCorp8qi@ants under the National and
Community Service Act of 1990 (42 U.S.C. 12637[d]);
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Any allowance paid under the provisions of 38 U.2.805 to a child suffering from spina bifida
who is the child of a Vietnam veteran (38 U.S.Q03)3

Any amount of crime victim compensation (under‘ietims of Crime Act) received through
crime victim assistance (or payment or reimbursdroéthe cost of such assistance) as
determined under the Victims of Crime Act becausthe commission of a crime against the
applicant under the Victims of Crime Act (42 U.S10602); and Allowances, earnings, and
payments to individuals participating in programsier the Workforce Investment Act of 1998
(29 U.S.C. 2931).

Relocation payments received under Title Il ofthdform Relocation Assistance and Real
Property Acquisition Policies act of 1970;

Payment under the Job Training Partnership Act (eympent and training programs for native
Americans and migrant and seasonal farm workelsCops, veterans employment programs,
State job training programs, career intern progjams

Payment received under Domestic Volunteer ServiteoA1973 (employment through VISTA,
Retired Senior Volunteer Program, Foster Grandpsierogram, youthful offender incarceration
alternatives, senior companions);

Payments received under Alaskan Native Claintde®eent Act, and the first $2,000 of per
capita shares received from judgments awardedéjinttian Claims Commission or the Court
of Claims or from funds the Secretary of Interiotds in trust for an Indian Tribe.

Payments received under Title V of the Older Anam Acts (Green Thumb, Senior Aides,
and Older American Community Service EmploymenigiPam).

Reparation payments paid by a foreign governmergyaunt to claims filed under the laws of
that government by persons who were persecutedglthie Nazi era. Examples include
payments by the German and Japanese governmeiisdoities committed during the Nazi
era.
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F. Calculating Annual Income

Verified income must be converted to annual amobptssing the following calculations:
For employment:

Hourly wages by number of hours expected to vpakweek;
Year-to-date calculations*;

Weekly by 52;

Bi-Weekly by 26;

Semi-Monthly by 24;

Monthly amounts by 12;

If a range of hours is stated on the verificatioofim, use the highest number of hours noted.

For other income types, periodic payments shoulddbeulated on the actual payments received
over a period of 12 months. Generally the ownestmige current circumstances to anticipate
income. The owner calculates projected annualntecby annualizing current income. Income
that may not last for a full 12 months (e.g., unlEapyment compensation) should be calculated
assuming current circumstances will last a fulliénths.

If the household’s income cannot be determine@dbas current information because the
household reports little to zero income, or incdhaetuates, income may be determined based on
actual income received or earned within the lasiyes months.

Annual wages should always reflect a full 12-magmehiod, regardless of the pay schedule. For
example, if a schoolteacher earns a gross anniaay sd $17,000, the $17,000 should be used as
annual salary whether the teacher is paid ovenamonth period or throughout the year.

If the verification form or wage stub, indicategemar-to-date amount, this amount should be
annualized. We recommend that both types of caticuls be completed, when applicable, and
the higher income calculation be used for inconmlelity purposes.

For subsidized properties (Section 8 and RD), DStilhaccept the income calculation
methodology used by the Section 8 and RD prograrmh& initial Tax Income Certification and
the Section 8 or RD Income Certification incomecaddtion should match on both forms.

Income includes, but is not limited to, earned andarned income from all adult household
member age 18 and older (adults, including fosleita), unearned income of minor children and
foster children under the age of 18, and incommfassets.

* When annualizing year-to-date, the number of week should be rounded, (i.e, January 1-February 15 46

Days /7 days a week = 6.5 weeks round to 7 or Janyd — February 14 = 45 Days/7 days = 6.4 round &
weeks)
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G. Assets

Assets are items of value, other than necessaspparitems, and are considered along with verifiedme to
determine the eligibility of a household. Incomenfi assets is added to annual income to deterntigibildy.

In 1993, the IRS revised the ruling that househalils assets lesthan $5,000 only had to self-certify to this amd n
third party verification of assets was needed. ey, this rule does not apply to RD, HOME, and H8&xtion 8
Project-Based Assisted propertiesll RD and HUD regulations must be followed wittference to assets for those
properties.

Appendix E - An Asset Certification must be cometfor all householdsat move-in and re-certification. When
assets are verified, regardless of the value, rtedest income and any other actual income is deatmd, the
interest must be added to the household income.

When households have assets worth more than $5¢6fification of assets is required’he asset information
(total value and income to be derived) should hiaiabd at the time of application or annual cegdifion. The
calculation of asset value is included on the Ahffigamant Income Certification (Appendix E).

NOTE: When HOME funds are used in an LIHTC property, HOME requires verification of all asset income
regardless of the amount or worth of the asset.

Assets Include

Cash held in savings and checking accounts, sdégigsit boxes, homes, etc. For savings accouss, u
the most current balance and for checking accouststhe average balance for the last six (6) nsonth

Revocable Trusts - Include the principal valuemf aust available to the household. The gransor ¢
change this trust as often as he/she wishes andasenaccess to this asset at any time. Generally,
upon the death of the grantor, the asset is trenesfeéo the beneficiary.

Do not include irrevocable trusts that a family maincontrol. An example of an irrevocable trustis
trust fund established for a son or daughter, gddhe parent's death. For example, some irrdleca
trusts allow the beneficiary to receive only threst from the trust during his/her lifetime ahd t
principal cannot be withdrawn. Irrevocable truemts considered as income.

For more information on trusts, please refer to HUD4350.3 Occupancy Handbook, Chapter 5,
Section 5-7, page 5-26 thru 5-29.

Equity in real estate or other capital investmenmiglude current market value less any unpaidrizaa

on any loans secured by the property and any reas®gosts that would be incurred in selling theeais
such as prepayment penalties or broker fees.

Stocks, Bonds, Treasury Bills, Certificates of D&pg) Money Market Funds.

IRA's or Keoghs accounts, 401 (k) accounts, Reti@ror Pension Funds. Balances held in retirement

accounts are counted as assets if the money issablgeto the household member. For individuals
still employed, accessible.
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Annuities
a. Annuity facts and terms
Q) An annuity is a contract sold by an insurance camiesigned to provide payments,

usually to a retired person, at specified interviaised annuities guarantee a certain
payment amount, while variable annuities do not,Hawe the potential for greater

returns.

(2 A hybrid annuity (also called a combination anty)icombines the features of a
fixed annuity and a variable annuity.

3) A deferred annuity is an annuity that delays in@® payments until the holder

chooses to receive them. An immediate annuity ésthat begins payments
immediately upon purchase.

4) A life annuity continues to pay out as long ag thwner is alive. A single-life
annuity provides income benefits for only one pergbjoint life annuity is issued on
two individuals, and payments continue in wholénopart as long as either individual
is alive.

(5) Generally, a person who holds an annuity from winietor she is not yet receiving
payments will also be earning income. In most ims¢s, a fixed annuity will be
earning interest at a specified fixed rate simitainterest earned by a CD. A variable
annuity will earn (or lose) based on market flutituzs, as in a mutual fund.

(6) Most annuities charge surrender or withdrawal feeaddition, early withdrawal
usually results in tax penalties.
@) Depending on the type of annuity and the curreattistof the annuity, the owner will

need to ask different questions of the verificasonrce, which will normally be the
applicant or tenant’s insurance broker.

b. Income after the holder begins receiving paysient

(1) When verifying an annuity, owners should askyRrification source whether the holder of the
annuity has the right to withdraw the balance efahnuity. For annuities without this
right, the annuity is not treated as an asset.

(2) Generally, when the holder has begun receiaimuuity payments, the holder can no longer
convert it to a lump sum of cash. In this situatittve holder will receive regular
payments from the annuity that will be treatedeagitar income, and no calculations of
income from assets will be made. **

c. Calculations when an annuity is considered antas

(1) When an applicant or tenant has the optionitfdsawing the balance in an annuity, the
annuity will be treated like any other asset. ##itl be necessary to determine the cash
value of the annuity in addition to determining #tetual income earned.

(2) In most instances, an annuity from which payraéiave not yet been made is earning income
on the balance in the annuity. A fixed annuity w#irn income at a fixed rate in the same
manner that a CD earns income. A variable annuilyearn (or lose) based on current
market conditions, as with a mutual fund.

(3) The owner will need to verify with the insuranagent or other appropriate source:

The right of the holder to withdraw the balanaavén if penalties are involved).
The basis on which the annuity may be expectedrtaw during the coming year.

The surrender or early withdrawal penalty fee.

The tax rate and the tax penalty that would applhe family withdrew the annuity.
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(4) The cash value will be the full value of thanaity, less the surrender (or withdrawal) penalty,
and less any taxes and tax penalties that wouttbe

(5) The actual income is the balance in the anrtiriigs the percentage (either fixed or variable)
at which the annuity is expected to grow over thming year. (This money will be
reinvested into the annuity, but it is still coresied actual income.)

(6) The imputed income from the asset is calculatdyg after the cash value of all family assets

has been determined. Imputed income from assetddslated on the total cash value of
all family assets.

d. Lump sum receipts counted as assets.

a. Commonly, when a family receives a large amofintoney, a lump sum payment,
the family will put the money in a checking or says account, or will purchase
stocks or bonds or a CD. Owners must count lump sayments received by a
tenant as assets. Examples of lump sum paymemgslenthe following:
(1) Inheritances;
(2) Capital gains;
(3) Lottery winnings paid in one payment;

(4) Cash from the sale of assets;

(5) Insurance settlements (including health anddaot insurance, workers
compensation, and personal and property lossegd); an

(6) Any other amounts that are received in one-funep sum payments.
For more information on annuities, please refer ttHUD 4350.3 Occupancy Handbook, Chapter 5,
Section 5-7, page 5-31

Lump sum receipts should include inheritances,tahgains, one-time lottery winnings, settlement
on insurance and other claims.

Balances held in retirement accounts are countedsets if the money is accessible to the family
member. For individuals still employed, accessdi®unts are counted even if withdrawal would
result in a penalty. However, amounts that wowdibcessible only if the person retired are not
counted. IRA, Keogh, and similar retirement sasiagcounts are counted as assets, even though
withdrawal would result in a penalty. Include cdmtitions to company retirement/pension funds:

While an individual is employed, count only amoutfis family can withdraw without retiring or ternaiting
employment.

After retiring or terminating employment, countasasset any amount the employee elects to reasigdump
sum.

Include inannual incomeny retirement benefits received through peripdigments.

Personal property held as an investment such as,gewelry, coin collections, antique cars, paig$in
etc.

Assets owned by more than one person should batptbaccording to the percentage of ownership.

Cash value of life insurance policies availabl¢h® individual before death (e.g. surrender vafug o
whole life policy).
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2.

A mortgage or deed of trust held by household. niats are usually received as one combined figure o
principle and interest. Separate the principle iatetest portions (by using an amortization scte)dand
include only the interest for the future 12 montltas income. Determine the amount of the loan
outstanding at the end of the 12-month period ¥athg the certification and include that amountfaes t
asset value.

In the case of real estate that is in the prockbsiag foreclosedsatisfactory documentation would be 1) a

copy of the most recent property tax statement gigpthe current market value of the home, and @y
of the most recent mortgage statement or foreatosatice showing the balance owed.

AssetdDo Not Include:

Necessary personal property (i.e., clothing, tune, automobiles, etc.)
Vehicles specially equipped for the handicapped.

Interest in Indian Trust Land.

Term Life Insurance Policies (i.e. where theredscash value).

Equity in the cooperative unit in which the famlilyes.

Assets that are part of an active business. (f#ss” does not include rental of properties thatteld
as investments and not a main occupation.)

Assets held in the applicant's/tenant's name, bighware actually owned by someone else; such as:
- Assets and any earned income that is accrutitbtbenefit of someone else;
- Situation wherein another person is resgm@gor income taxes incurred on income generated
by the assets;
- Applicant/tenant is responsible for disburssmgneone else's money, such as in the case of
having Power of Attorney, but the money is nothess and no benefit is received.

Assets that are not accessible to the applicaatfteand provide no income.

Determining the Value of Assets

For assets valued at $5,000 or greater, ownersuseshe cash value of the assets, which is theiaimo
the applicant/household would receive if the asset® converted to cash.

Expenses, which may be deducted from the asset Maltiude:
Penalties for withdrawing funds before maturity;

Broker/legal fees assessed to sell or converasiet to cash; and,
Settlement costs for real estate transactions.

Sale or Disposition of Assets

At the time of application, it must be determinéthe applicant has disposed of any assets forthess
fair market value at any time within two years ptio the effective date of the application.

Applicants and tenants must declare whether arn bhaséeen disposed of for less than fair market
value at each certification and recertification. @ns must count assets disposed of for less than
fair market value during the two years precedingjfieation or recertification. The amount
counted as an asset is the difference betweeragievalue and the amount actually received.
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Any asset that is disposed of for less than itsvialuie is counted, including cash gifts as well as
property. To determine the amount that has beesngiaway, owners must compare the cash value
of the asset to any amount received in compensation

However, the rule applies only when the fair maskadtie of all assets given away during the past
two years exceeds the gross amount received by tinane$1,000.

When the two-year period expires, the incomegassl to the disposed asset also expires. If the
two-year period ends in the middle of a recertifmayear, then the tenant may request an interim
recertification to remove the disposed asset(s).

If the fair market value of the disposed asseteeas the gross amount that the family has received
from the liquidation of the assets by more thar®®Q,then include as assets the whole difference
between the cash value and the amount receivalie Hifference is less than $1,000, do not caunt i

Example: Mr. Jones sold his home to his niece 590@0. The home could have been sold to another
buyer for $60,000. $60,000 subtract $5,000= $55,00tls difference between the value and the price
received is greater than $1,000. You would nedddimde $55,000 in total household asset valud (an
would impute the income received from this asset).

DO NOT consider assets disposed of for less thamfarket value as a result of a foreclosure, baptay, or a
divorce or separation settlement.

DO consider assets put into trust and businesssagdisposed of for less than fair market valueusiBess assets are
excluded from net family assets only while they jgmet of an active business.)

5. Assets Owned Jointly

If more than one person owns assets, prorate ffssagccording to their percentage of ownersHipo |
percentage is specified or provided by state aalltzav, prorate the assets evenly among all owners.

6. Determining Asset Income

For assets valued at $5,000 or greater, the aictigabst or cash received will be compared to tineuited value of
the asset and the greater will be added to theatsrennual income. To impute a value of assats $5,000 you
must multiply 2.00% (or the current HUD approvegirted percentage) by the cash value of the a3$et.greater
of the imputed amount or the actual interest ohcaseived will be added the gross annual income of the
applicant/tenant.

Example of Asset Calculation

Asset Cash value Actual Income
from the Asset
Checking $ 255 $ 0
Savings $ 1,100 $ 17
Nonrevocable Trust $ 0 $ 750
C.D. $ 4,925 $ 123
Carryover amount
of Disposed asset $28,320 $0
Mortgage $30,000 $ 432
Total $64,600 $1,322
Imputed income VS. Actual income
$64,600 x 2% = $1,292 $1,322

Amount to be included as annual income = $1,322
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Sources of Asset Verification

A.

Checking and Savings Accounts or other types of@uis held by a bank:
1. Third party verification with bank/lender.
2. Copies of account statement: for checking - teed&x months,

for savings - most current statement.

Trust Funds
1. Copy of the most current fund statement.
2. Letter from the trust administrator opnesentative of trustee.

Copy of most current tax assessment or statefreen real estate broker.

1. If under contract of sale, a copy of tbhatract.
2. For the outstanding loan balance, a gatatement from the mortgage holder or amortizatio
schedule.

Stocks, Bonds, Treasury Bills, Money Market dignts
1. Copy of the most currert@unt statement from a brokerage firm.
2. A statement from a brokeraccount representative.

Retirement and Pension Funds
1. Copy of the most current account statersbotving the ownership percentage.
2. Copy of the most currkeehefit statement.

Whole Life or Universal Life Insurance Policy
1. Copy of the most current statement of cadhe.
2. Statement from the insgecompany as to value of policy.

Personal Property Held as an Investment figntings, jewelry, coin or stamp collection)
1. Copy of 90-day current iegigal.

Mortgage or Deed of Trust Held by an Indival
1. Copy of an amortization schedule relating thectjit term and interest rate of the mortgage.
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X.  TENANT INCOME CERTIFICATION/RE-CERTIFICATION PROCED URES

INITIAL TENANT CERTIFICATION

After all the income and asset information has b@gained and computed, a DSHA Annual Tenant Income
Certification (TIC) form should be completed. (3ggpendix E). The Certification must be signed dated by all
household members over age 18 and by the ownewxmers agent at initial move-in and upon annual
recertification, if applicable. The effective datiethe initial certification should be the moveedate (except for
acquisition/rehab. propertieshe Certification form is a legal document whicthem fully executed along with the
lease, qualifies the applicants to live in thedeedit units in the project. Attach all verificati and documentation
to the Certification form. The Certification forrhauld be signed on the date of move-in or no aatien 5 days
before the move-in date.

Special instructions for newly placed in service grperties with existing residents

Acquisition/Rehab properties: For households ogimigpa unit at the time of acquisition, an initidiC may be
completed with 120 days after the date of acquoisitising the income limits in effect on the dayofuisition.
The effective date and move-in date on the TI@ésacquisition placed in service date. In the etleat a
household occupies a unit at the time of acquisitiut the income certification is completed mdrant 120 days
after the date of acquisition, the household iate@ as a new move-in. The effective date willHeedate the first
adult member of the household signs the certificatiNote that all verifications must be no oldwrt 120 days
from the effective date and all verifications miistcomplete prior to the effective date.

For Rehab. only properties, the initial TIC maydoenpleted any time on or after the rehab. placestimice date.
The move-in date on the TIC must be no earlier tharrehab. placed in service date. The effectate may be
any date the owner chooses on or after the placesdrivice date. Note, all verifications must beofter than 120
days from the effective date.

In many cases, the effective date and the movedta @ill be the sameThe TIC and all support documentation
must be completed within 120 days of the placed service date. Therefore, it is very important to communicate
with the contractors and/or owners to receive fheqd in service date.

NOTE: In each case above, the verifications mustebnot be older than 120 days from the effective datand
all verifications must be completed prior to the diective date.

For properties with HUD or RD subsidy, for tax dtqaaced in service purposes, a DSHA TIC must $edufor the
effective date of the initial tax credit TIC. Tleafter, the HUD 50059 or RD 1944 form may be used f

recertification and interim purposesll new move-ins must have a DSHA TIC completed fwilality purposes
during the compliance period.

It is important to note that even if a unit is og®d by a household that appears to be qualifiet, the TIC is
properly completed in full, signed and dated, thi is treated as non-qualifying and tax credits @t available.

Previously Income-Qualified Households:

Beginning with allocations of credit after 1989, s of LIHTC buildings are required to enter ietdended use
agreements with the state agency allocating thditc@wners make a long-term commitment to mainta@
buildings as low-income housing for at least 30rgdreginning with the first day of the 15-year cdiance period.
The owner must maintain the specified number ofile@ome units (Applicable Fraction) based on threime limit
elected under IRC 842(g)(1).

Households determined to be income-qualified fappses of the IRC 842 credit during the 15-yearm@ance
period are concurrently income-qualified househ&ddgpurposes of the +30-year extended use agreemgm
result, any household determined to be income fipadilat the time of move-in for purpose of the exted use
agreement is a qualified low-income household for subsequent allocation of IRC 842 credit. Thossinot
apply to current vacant units previously occupied.
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RECERTIFICATIONS

Mixed Income Properties: Owners of mixed income properties are requirecttertify annually as to the gross
annual income of tax credit households. Incomertiication should be performed in accordance wlith
verification requirements for an initial certificeh. NOTE: If the property has only one unit that is nd a Tax
Credit unit, the property is considered Mixed Incone.

The recertification process should begin 120 dai® po the anniversary date of the previous degtfon. The
residents must complete a recertification applicdtjuestionnaire to disclose income, assets, fatoilgposition,
and student status and also complete the top parficelevant verification forms for release ofdanhation. In
addition, the Annual Student Certification mustdoenpleted at the time of recertification. Third tyarerification
should then take place. Any incomplete, inconstsbemissing information on the verifications mbstfollowed
up with the verification source and a notation methe resident file. Finally, calculate incomelamcome from
assets based on information provided on the vatifia forms, and complete a TIC. The TIC is to igaed after all
verifications are received and management has aiegpthe form, but it must be effective on or beftire
anniversary date of the previous certification.

The income recertifications must be completed oprimr to the anniversary of the effective datehaf initial TIC.
All recertifications must be completed within 128yd of the effective date of the initial TIC. Fe@ample: Move-
in date: 5/15/08, must be recertified by 5/15/09s acceptable to do a recertification before @éimniversary date
(to conform to the annual recertification datedd®ection 8 or RD household).

Recertifications that are done after the annivgrdate can cause a noncompliance issue. Howd\ar,awner
sends timely notice informing a tenant that anmeeértification is due, but the household vacatesunit, the unit
will not be considered out of compliance. Ownerstrdocument attempts to timely obtain the redeatiion and
the date the tenant actually moves out of the unitaddition, if an owner takes action to remoweacompliant
household by initiating an eviction action, thetwnill not be considered out of compliance. If thener loses in
court and does not win possession and residentimermthe unit, a recertification with be requingdhin 120 days
of the court determination.

100% Housing Tax-Credit Properties: Effective 1/1/2009, annual income recertificati@ms not required for
100% low-income properties. A property is 100% lm@eme when the allocation was based on all unithe
property and all units (common space units arepadtof the equation) are in compliance. It is #lisdy essential
that each initial certification in a 100% low-incermproperty be done very carefully and thoroughIgH2 will now
be conducting 100% file reviews to make certairualts are in compliance.

Annual Self-Certification The IRS requires the Student Status of the Humaldeas well as the Change in
Household Status be certified annually. In additithere are other housing programs (HOME, HDF, BHatc)
that still require an annual certification of theusehold (not verification) of household incomeitrand utilities.
DSHA is therefore requiring an Annual Self-Certifiion for all households in 100% Tax Credit Projsr{See
Appendix E ). The Annual Self-Certification wiletsufficient to the IRS’s requirements for Changélousehold
Status and update DSHA's electronic tenant databasecome and rents. The Self-Certification wl8o suffice
for all HOME funded propertiesNo written verification of information is required.

The Household should be requested to completeotine dnce a year on or before the anniversary of the
household’s move-in date. The effective dateach self-certification will be the anniversaiate of move-in.

Under IRC §142(d)(3)(A) and IRC 842 (per IRC §424y), owners of 100 percent low-incompmjectsare no
longer required to complete annual income recediibns. DSHA, however, has the authority to ingoadditional
requirements upon IRC 842 projects and may requivezime recertifications after completing the iiincome
certification at the time the household moves thlow-income unit.
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During any period during the household’s occupaifan owner or manager suspects or finds Tenamid;rthe
owner manager should report any suspected or ku@lilperate misrepresentation of income to the hater
Revenue wither by filing IRS Form 211 Applicatiasr fAward for Original Information or by calling tt&ervice’s
Suspected Tax Fraud Hotline at 1-800-829-0433. Wiadiing the Hotline, the following information shiol be
provided:

Tenant’'s name,

Tenant’s social security number if possible,

Explain association with LIHC program,

What the tenant did that misrepresented thewre odocumentation (the owner may be asked to provide
evidence of the tenant’s fraudulent acts),

Amount of tenant income as reported by therteaad the amount actually verified, and

The difference between the market rate andictsd rent for the unit, and how long the tenaatwn the

unit. This is the amount of economic benefit theate may be deemed to have received as taxablmaco

rprONPRE

oo

NOTE: If tenant income certifications have insuffcient documentation of gross annual household incogror
it is determined for any reason that one or more haseholds do not qualify, the property may be subjedo
resuming annual recertifications until 100% of theunits are back in compliance at DSHA's discretion.

The DSHA Annual Tenant Income Certification mustelxecuted along with the lease prior to move-ihe T
following guidelines also apply:

1. The owner/management agent should instrucippécants/tenants to sign the Annual
Tenant Income Certification form as the name appen the form.

2. No one may live in a low-income set-aside uniess tenants are certified and under
a lease.
3. In the event the tenant wishes to have aniadditperson move into the unit, the

following steps should be taken:

The additional persons should complete an appdiodtr residency and provide
verification of income and asset information asuresfl above; and

A determination must be made as to whether theniecequirement is jeopardized by
adding an additional occupant (140% rule) — Seen@ésin Household size below.

We recommend that no adult members of the housdfeolitided to the lease or move into
a unit until the first full year of occupancy.

The tenant file should be documented when any hmldenember vacates the unit.

4. The applicant/tenant's month of move-in shd@glaced on a "tickler" system. We recommend

initiating re-certification procedures approximgt@D-120 days prior to the anniversary month oirthe
original move-in date in order to give proper netic
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Changes in Household Size

Residents who reasonably believe they will be agldiembers to their household are required to disclbis
information at initial certification so that alllewant income sources can be considered. The addifia new
member(s) to an existing low-income household meguin income certification for the new membethef t
household, including third party verification. Ttreatment will depend on whether the building miged-use or
100% LIHC building:

For 100% Tax Credit propertigif there is a change in household compositicangttimeduring the original
household’s occupancy, a new certification sho@dteated to include the new member’s total animgaime and
the total annual income stated on the househotitjinal certification (TIC). The new member’s imoe must be
verified by third party documentation. The effgetdate and signature date on the new certificatimuld be the
same. The move-in date will not change. The sigpature required is the new household membdeag¢k note,
the new household member should also sign a Stukatification)

For Mixed-Income propertieshe addition of a household member to an exidbmgincome household requires the
income certification for the new member of the lehad, including third party verification. The né@nant’'s

income is added to the income disclosed on thedtmld’s_currentenant income certification (TIC). The
household continues to be considered income-qgedjifiowever, if the combined income exceeds 140hecs
must apply the available unit rule. Note: A céedtion done in conjunction with adding a househuokimber does
not change the due date for the annual receriificalhe annual recertification will be due onrigular

anniversary date.

DSHA strongly recommends owners and managers ssigmequent household members in the same manner as
any new household (i.e., credit check, landlorénece, etc.) prior to allowing them to occupy & and to add
them to the lease at the time they move-in.

Decreases in family size do not trigger an immediatome certification.

For all properties, a household may continue toautiremove members as long as at least one merhther
original low-income household continues to livehie unit. Once all the original tenants have mowetof the unit,
the remaining tenants must be certified as a neanme-qualified household unless the remaining tesnaere
income qualified at the time they moved into thé.Ufor this reason, managers must document atedses in
household composition even where an annual reicattdn is not required.

If an owner takes action to remove a noncompliauiskhold by initiating an eviction action due torasponse to
recertification requirements, the unit will e considered out of compliance. If the househokbkdcot vacate the
unit (i.e., court does not grant possession), artiication will be required within 120 days ofetldetermination.

We recommend that no new adult members be added the lease or move into a unit
until after the first full year of occupancy.

The tenant file should be documented when any haldeanember vacates the unit.

Original Household No Longer Occupies Unit

A household may continue to add members as lorg lesst one member of the original low-income letiadd
continues to live in the unit. Once all the oriditenants have moved out of the unit, the remaitémgnts must be
certified as a new income-qualified household wles

1. For mixed-used projects, the newly created délooisl was income qualified, or the remaining tesavire
independentlyncome qualified at the time they moved into thé.un

2. For 100% LIHC buildings, the remaining tenanése independently income qualified at the timey/thved
into the unit.

If DSHA determines that the tenant manipulated thencome limitation requirement, then the unit will not be
treated as a low-income unit as of the date the heahold initially occupied the unit.
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SAFE HARBOR RULE - NOTE All owners and management agents are adviseshth IRS Revenue Procedure
2003-82, effective November 24, 2003, which prosidafe harbors under which the Internal Revenuecewill
treat a residential unit in a building as low in@ihthe household income has been certified ggbddi in the year
before the first credit year but their incomes extthe income limit at the beginning of the fiestable year of the
credit period. The Revenue Procedure was issuadesult of questions from taxpayers regardingnwhe
individuals must satisfy the applicable income timhen they move into an existing building (or arésting
residents) on or after the date a taxpayer acqaitmslding to be rehabilitated, but before theibrigpg of the first
credit year. Because of those questions, someayaxg required that the household income not extteed
applicable income limit at the beginning of thesfiicredit year, even though the household inconebetow the
income limit when the household moved into the (mitwas initially certified). This has resultedsome
households being evicted, where permissible urated law, from tax credit properties.

Please note, that the purpose of this Revenue @uceés to provide taxpayers protection from chajke by the

Internal Revenue Service on this issue. DSHA tgeguired to monitor for compliance with Revenuededure
2003-82.
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XIl.  140% NEXT AVAILABLE UNIT RULE OR OVER INCOME TENANT S

If a tenant qualifies as being low-income whenidtly occupying a unit in the project (or on anypsaquent
determination date), an increase in the low-incéen@nt's income of up to one hundred forty per¢eh®%) of the
current applicable income limit (adjusted for fayrgize) will not result in noncompliance. At anhtex
certification, in the event that a low-income tet'®imcome increases to a level more than 140%eépplicable
limit, the next available unit of comparable or #iarasize in the same building must be rented qoualified low-
income tenant. The unit which exceeded the 14@%ne limit must continue to be rent restricted.isThle is
applied on a per building basis.

Multiply 1.4 times the current applicable incommili adjusted to family size. If the current teriaimicome does
not exceed this figure, the unit may be counteldasincome at re-certification.

This ruling does apply to projects with 100% lovedme set-aside units. However, the 140% incomennst
remain rent-restricted to continue to count ascraxit eligible. (In projects where 100% of thetsiare rented to
persons with incomes at 50% or 60% of the mediaarire, all vacant units must be rented initiallyniwome-
qualified tenants. In all cases, no tenant cadifiglaced as a result of an increase in income.only

In 100% low-income projects, Under IRC §142(d)(3)(As amended by the Housing Assistance Tax A2008,
owners are not required to complete annual incarertifications if the building is part of a 100&w-income
project. For purposes of applying the Available tRileonly, all households documented as initially income-
qualified households are treated as initially ineequalified as long as the owner demonstrates digercewhen
completing the initial income certification.

If an over-income unit is vacateitwill be treated as an over-income unit subjedte Available Unit Rule until
the effective date of the tenant income certifmatior the new income-qualified household that nsovo the unit.

In mixed-use projects (those that have tax cradisiand market rate units), after the next avéglaimit of
comparable or smaller size is rented or legally mitted to be rented to a qualified low-income hdwsé, the rent
of the over-income unit may then be increased tcketaate in accordance with any lease restrictiohisthat time,
the newly rented comparable size unit then becdheetax credit qualified unit in place of the ongi unit that
went over income. Comparable size is measuretidogame method used to determine qualified basthdocredit
year in which the comparable unit became availéitde either number of bedrooms or square footagke units).

If the household’s income is above 140% and thé aeit is not rented to a qualified household tladl units in the
building having income above 140%, as well as thierented that did not qualify, will be out of cpfiance. This
rule is called “1 for all rule”. Meaning if you malone mistake, all of the over-income units inlthéding are in
noncompliance.

In Tax-Exempt Bond mixed-use properties, the Nexaikable Unit Rule is applied onmojectbasis rather than a

building basis. This means that if one unit in pineject goes over 140%, the next available imihe project must
be rented to a qualified household.
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Xll.  STUDENT TENANTS

A housing unit is generally not eligible for thexT@redits if tenants occupying the unit are futhé students who
are not married individuals filing joint returngExceptiongo this ruling are as follows:

1. A student receiving assistance under Title I¥hef Social Security Act (AFDC); or
Note: In Delaware, TANF (Temporary Assistance feeldy Families) is considered the same as AFDC.

2. A student enrolled in a job training programeiging assistance under the Job Training Partneisbt or
under other similar Federal, State, or local laws o

3. The household consists of single parents(s) etitlidren and such parents and children are noéntdgnts (as
defined in Section 152) of another individual*; or

4. Students married and filing a joint return orovdre eligible to file jointly.
5. At least one member of the household was prelyduo foster care or received foster care*.

***"Prayijously” means within five (5) years of theffective date of the initial income tenant cectiiion. “Foster
care” means substitute care for children placedydwean parents or guardians and for whom the stgency has
placement and care responsibility. This includes,not limited to, placement in foster familyrhes, foster
homes of relatives, group homes, emergency shetasisiential facilities, childcare institutionsycapre-adoptive
homes. A child is in foster care in accordance with definition regardless of whether the fostrecfacility is
licensed and payments are made by the state drdgeacy for the care of the child, whether adopsabsidy
payments are being made prior to the finalizatibaroadoption, or whether there is a Federal matcbf any
payments that are made.

Generally, if all of the household members arefiufie students and are not considered an excepliowe, the
household does not qualify as eligibléis rule must be applied during the entire occupaany period for each
household.We recommend that owners utilize a lease provigguiring tenants to notify management of any
change in student status. Unlike changes in in¢drappears that a unit occupied by a studentdtonld that does
not meet or no longer meets one of the above excepteases to count as a tax credit unit immdgliate

For purposes of clarification and qualifying, holuslkels containing students that live in or are ajpygjyo Tax
Credit properties, the following applies:

an applicant is ineligible if he or she is a fufie student at the time of initial occupancy orl w# at any
time during the certification period;

a household of students is eligible if it includgedeast one part-time student or one householdlraem
who meets one of the student exceptions;

a household containing full-time students and asti@ne child (who is not a full-time student) s a
eligible household;

children in Tax Credit properties are to be congddull-time students when they enter first graddess
kindergarten is mandatory under state law.

A full-time student is defined as an individual wratttends an educational organization during eachfofe (5)
calendar months during the calendar year in whiche taxable year begins. The five (5) calendar mmnheed
not be consecutive. An educational organizatiorciudes elementary schools, junior and senior higthsols,
colleges, universities and technical trade and manital schools. It does not include on the jobimang courses.
The determination of student status as full or paitne should be based should be based on the gatased by
the educational institution the student is attendjn
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NOTE: In accordance with 24 CFR Part 5, Subp&®%.c, HUD amended its’ regulations which defires tiype
of income that is to be included when determinilgjlglity. For Section 8 projects, financial as&ince (in excess
of amounts received for tuition) that individuateéves from private sources or from an institutidmigher
education, MUST be considered income. The onlgption is if a person is 23 years of age or olaertas
dependent children, any difference can then beuded as income.

*On December 20, 2007, as part of the Mortgage iFengss Debt Relief Act of 2007 into law, this uméd a
change and clarification of the LIHTC student ditiiy rules. As long as the single parent isndependent of
someone else and no one other than a parent dlagnahildren, the unit is eligible.

Divorce decrees, custody agreements, student’®aathier parent’s tax returns are acceptable fdoms
verification to prove the tax benefit is taken hewf the parents. If you cannot obtain this tgpeerification, a
signed verification statement from the other patkat he/she claims the children would be accegtilhx return
is not available. Other verifications documentatidtempts in the file to explain the reason theudeentation is
not available (i.e. resident and/or other paremtsdwot file a tax return, no divorce decree/custghgement, no
established paternity, domestic situation, etcheisded.

Please note, when there are multiple other pardatsymentation must be provided for every familymber.
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Xlll.  TRANSFERS

A household may move to another unit within the-ioaome property. If there is a larger or smalleit within the
property, that would accommodate the householdrester may occur.

Same Building When a household moves to a different unit witihie same building, the newly occupied unit
swaps the status of the vacated unit (see Tregs.IR&2-15(d)). Thus, if a current household whoseme exceeds
the applicable income limitation moves from an ev&ome unit to a vacant unit in the same buildihg, newly
occupied unit is treated as an over-income unié Wdcated unit assumes the status the newly oatupiehad
immediately before it was occupied by the currestdent.

Different Building : As noted in Rev. Rul. 2004-82, a similar rulglés when a household whose income is no
greater than 140% of the income limit moves tovailoccome unit in a different building within theqperty during
any year of the initial compliance period (see IRZE)(1) and IRC §142(d)(4)(B). The vacated unduases the
status the newly occupied unit immediately befomeas occupied by the current resident. Mixed inequroperties
can rely on the most recent income certificatiapRrties that are exempt from income recertifaratiequirements
must perform an income recertification prior to tht transfer to assess whether household incowweeds 140%
of the income limit.

Note that IRS considers buildings that are not paa multiple building project as separate prgjecherefore,
transfers between buildings that are not partrofi#tiple building project will be considered a meset and in
order to treat the newly occupied unit as a queiiax credit unit the household must meet indlagibility
requirements. Owners make the election for multiplgding projects on Part Il, line 8b of IRS fo8609 Until
DSHA becomes aware of an owner’s election, for pseg of unit transfers, DSHA will treat the propexs if all
buildings are part of a multiple building project.

Households that have incomes exceeding 140% ohdoene limit are not allowed to transfer to a diffiet building
unless the request is connected to a reasonaldenatadation under Fair Housing.

An Annual Tenant Income Certification with supporting verification of income (if older than 120 days)a
new lease and move-in inspection should always benapleted regardless if the transfer was within the
building or to a different building.

The effective date and signature date on the newnrtiication should be the date of the transfer andhe
household’s annual recertification or self-certifi@ation date will remain the anniversary date of moven.

There may be conflicts with regard to transfersHalD or RD projects. Both Federal agencies requassfers in
certain cases, which may conflict with current LIEITegulations. We recommend consulting DSHA amd th
applicable Federal agency before implementing eanysfers that result in conflicts with either aggscegulations.
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XIV. VACANT UNITS AND SPECIAL OCCUPANCY RULES

A. VACANT UNITS

DSHA will be monitoring vacant units and will bespecting all vacant units at the time of DSHA'’s Moring
Review and Inspection. Until we receive furtheidgimce from the IRS, the following applies to vacamits:

If a low-income unit in the project became vacaming the year, reasonable attempts should be toagerent
that unit or the next available unit of comparatniesmaller size to tenants having a qualifying medbefore any
units in the project were or will be rented to tetsanot having a qualifying income. Only unitstthave been
previously occupied by an eligible household maynstuded as a qualifying low-income unit for comapice and
credit purposes. If a unit has never been occupyeah eligible household or has been vacatedrhgirket rate
household, that unit is not counted as a qualify@rvgrincome unit.

Basically this means when a unit becomes vacaaribdit is still available so long as reasonatitengpts are
made to market the unit, and the next availableiarthe project of the same size or smaller sizegnted to a Tax
Credit eligible household. Documentation of mairkgattempts should be on file with the projecésards.

B. MARKETING

Owners must make reasonable attempts to make Viasaiticome units available to the public for re@wners
should advertise the availability of vacant unggng advertising methods designed to be accedsilzli
prospective tenants.

“Reasonable attempts” will vary depending on fag&uch as size and location of the project, tenainbver rates,
and market conditions. Advertising can includenf@il and electronic media, banners and classitisdralocal
newspapers.

This becomes particularly important to mixed-usgpgrties that do not have 100% tax credit qualifieds. If a
tax credit unit becomes vacant and a market umilsis vacant, the tax credit unit must be rentddrbehe market
unit or the vacant unit rule is violated regardleka/hether the units are in the same or diffetririldings.

The Vacant Unit Rule is the subject of Revenue iRu#004-82, Answering 12 Questions about the Losaine
Housing Credit under |.R.C. Section 42 (see questi8, #9, and #10), published August 30, 20042 Révenue
Ruling clarifies that an owner may not move a hbge: from building to building to qualify more thame unit in

a property; (question #8) “that reasonable attehgrts customary methods of advertising vacancig¢kerarea of
the property for identifying prospective tenantsyrreclude, but are not limited to: displaying anbar and for-rent
signs at the entrance to the property, placingstfiad advertisements in local newspapers, andacting
prospective low-income tenants on a waiting listtfee property and on a Section 8 public housingimglist with
the local public housing authority; (question #)d that a unit is not an available vacant urthéf unit is no longer
available for rent due to contractual arrangemtrasare binding under local law such as a reservaintered into
between the owner and a prospective tenant (ques1i0).

C. CASUALTY LOSS UNITS OR BUILDINGS

When a unit or building has been placed out ofisergiue to a fire, flood or other types of casuldss, the
incident must be reported to DSHA immediately. Sidust report these losses to the IRS after theection
period has expired. Credits should not be takeuarots that are not in service for a casualty loss.

A casualty loss form must be submitted to DSHA wherasualty loss occurs at a tax credit property.
See Appendix D-

52



D. EMPLOYEE UNITS

If the unit is part of the common space, an empdpe that property may occupy the unit. The empéodoes not
need to be income eligible. In addition, no rentsually charged for the unit, there is no needéotification and
an employee should sigh an employment agreemeftietiminates occupancy when employment is terméhate

If an employee resides in a rent-restricted remé that is part of the applicable fraction, thepdoyee’s household
income must be eligible for the Tax Credit prograine household income must be verified and cedtiffflease
note, that income verification of employees shdadccompleted by an accountant from the managengent and
should not be completed by an employee in a supanyiole). If the employee household receives&free unit,
this compensation (the dollar amount that is nolyr@insidered rent) must be included as part af theome.

In mixed-use properties, (where there are marketuaits) the management, maintenance or securitynay not
be counted as a tax credit unit unless the emplogeepying the unit is qualified exactly as anyssttax credit
household. This includes units occupied by a pare-imanager, caretaker, or maintenance personseTurats
must either be treated as a qualified low-inconm® mestricted unit or as a market rate unit.

A full time manager or maintenance person must pgeun employee unit. Full-time is considered tanbatever
is reasonably required to make operations run smhpat the development. According to revenue gi2004-82
dated August 30, 2004, a unit may also be occupyeal full-time security officer and be treated asneon space,
if reasonably required.

DSHA requires notification of a change in the deatipn of an employee unit. While moving an emplwnit
from one building to another may be permitted, éhange would result in a reduction in the appliediaction of
the building, the change will not be permitted.

E. MODEL UNITS

A model unit is a residential rental unit, the usitncluded in the number of units used to detaenthe applicable
fraction when calculating the amount of the crealitij as such must be rented to a qualified houdetmae it is
available for occupancy (this should be within 2dnths after the placed-in-service date). At theeta household
moves out, a property may temporarily convert aanacnit to a model. Because of the vacant uigt, ifitax
credits are claimed on the model unit, continuifigres must be made to market that unit to qualif®useholds
and the next available vacant unit in the propergt be rented to a tax credit qualified household.

E. COMMERCIAL SPACE

In accordance with Section 42, residential rentapprty may qualify for the credit even though atjpm of a
building in which the residential rental units éweated is used for commercial use. However, coroi@espace is
not Tax Credit basis eligible and could be causafaecapture event. Owners cannot designatetmpaf the
development that was allocated tax credits or ohetlin eligible basis and convert it to commersjzce.
Therefore, careful thought should be given whenrgeommercial space within your Tax Credit propeitiake
sure the following guidelines are taken into coasation:

1. Do not take common areas and turn them into comalesgace after claiming Tax Credits. (For example
renting your community building to local commungsoups).

2. Any commercial activity on your property should baall proper licenses, approvals and zoning. uisides
satellite dishes, cable television.

3. Tax credit units must be residential in nature.

4. Make sure you have proper liability coverage foy aervices provided for in either common or comriadrc
space.

5. A permanent model may be considered commerciakspac

53



G. OFFICE IN THE HOME

A low-income tenant may use a portion of a low-imeounit exclusively and on a regular basis asreciplie place
of business, and claim the associated expenses deductions, as long as the unit is the tenamirsary
residence. If the tenant is providing daycareisesy the tenant must have applied for (and no¢ leen rejected),
be granted (and still have in effect), or be exefrgrh having a license, certification, registration approval as a
daycare facility or home under state law.

A tax return must be filed for all self-employedlividuals who operate sole proprietorship busirgsstherwise
report income on Schedule C, regardless of whekigetaxpayer is reporting a profit or a loss.

H. COMMON AREA/SPACE

Eligible basis may include the cost of facilities fenant use and other amenities that are comsldemrmmon areas.
Tenant facilities, such as swimming pools, parkingas, and other recreational facilities may bkided in basis.
Common areas can only be counted for tax crediteif are available to all residents on a nondisicitory basis.
Therefore, no separate fees can be charged (tteaagt whether tax credit or market rate) for thsenities if
they were included in basis. Changes in commoa ases may be a violation of the Declaration ofd_dise
Restrictive Covenants.

. SUPPORTIVE SERVICES

Mandatory fees for supportive services (transpionatousekeeping, etc.) must be included in thsgrent
calculation. However, if the fee is optional oigphy an outside agency, it should not be incluited

gross rent. Owners cannot prevent a household éantracting privately for services including meadinor can an
owner require “capacity for independent living”hig is a violation of Fair Housing.

J. ALLOWABLE FEES AND CHARGES

Application fees may be charged to cover the actast of checking a prospective tenant’s incomedlitthistory,
and landlord references. The fee is limited t@vec of the actual out-of-pocket costs of checlapglicants
qualifications of the property. Customary feegnmally charged, such as damage deposits and pesitiepre
permissible. However, an eligible applicant oratencannot be charged a fee for the work involvecbimpleting
the additional forms or documentation required hsag the TIC.

Please note, as stated above, resident faciliteegp@arking, garages, swimming pools, etc), wheckided in
eligible basis, they must be made available toesiidents on a comparable basis and a separatarig®t be
charged for their use.

Charges for non-optional services such as a wasttdor dryer hookup and built in storage shedsdkdrs (paid
month to month or in a single payment) must alwagyncluded within the gross rent. In additionSIBarified
that month-to-month lease fees and mandatory rentesurance are considered rent. The fees aswailile, but
the gross rent must include these amounts and lmustlow the applicable tax credit limit. When gdeting the
TIC, this amount must be included with tenant paiat.

Decorating fees or fees for preparing for occupanagt not be charged; owners are responsible fgsigdlly
maintaining units in a manner suitable for occuganc
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K__PHYSICAL REQUIREMENT FOR LIHTC UNITS

Qualified LIHTC units must have substantially tleem® equipment and amenities as other units inritjeqd.

Units must be substantially the same size as aithi€s in the project and cannot be geographicayegated from
other units in project. Units intended for eligiiEnants must be comparable in size, locationgaatity to those
rented to other tenants. In the event that ueitsed to non-qualifying households are above tleeame quality
standards of the units rented to LIHTC househdlu) the basis in the project, which is used tereine the
amount of tax credits must be reduced by the paortidich is attributable to the excess costs ofthave-standard
units. This reduction in eligible basis need natw if an election is made to exclude such excests pursuant to
Section 42 (d) (3) of the Code.

LIHTC units must be suitable for occupancy undealdealth, safety and building codes and the WmifBhysical
Condition Standards (UPCS). Units that are ndableé for occupancy, including previously qualifiedv-income
units that are being routinely renovated, are a®rsid “out of compliance” if they are not “ready @wcupancy”
within or after a thirty-day (30) day period of bgivacated. The UPCS does not supersede or préaraphealth,
safety and building codes. An LIHTC property/ uniist also satisfy the local standards.

To ensure consistent evaluation of the propertiissical condition, the definitions of physical dedincies used for
the REAC system, by the Department of Housing dshbdiDe4velopment (HUD) will be used to determine
whether noncompliance has occurred. There arg¥isections:

Site Inspection

Building Exterior Inspectable Items
Building Systems Inspectable Items
Common Areas Inspectable Items
Unit Inspectable Items

Health and Safety Inspectable items

oukrwnhpE

Each section identifies specific components. @&ldls of deficiencies must be reported. DSHA ugk the
Uniform Physical Condition Standards (UPCS) to reptl deficiencies.

Please Note: DSHA will be monitoring vacant uitel will inspect all vacant units at the time ofHDSs
Monitoring Review and Inspection.

Please Note: IRS Chief Counsel Advisory releasemlir 22, 2010, indicates that a low-income hausax credit

building can be deemed unsuitable for occupanclyomit an inspection of every unit. It is stated the exterior of
a building can be in such poor condition that altsicould be considered unfit for occupancy.
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XV . EAIR HOUSING AND SECTION 8 CERTIFICATE AND VOUCHER PARTICIPANTS

In January 2000, the IRS revised compliance manigaregulations and owner certification requirensenthe new
regulations require owners to certify that theyénhawt discriminated in selecting applicants otia dwnership and
management of the Tax Credit property. Effectiaeuary 1, 2001, owners must certify to two new [wions:

7. The owner has not refused to lease a unit in thpgirto an applicant because the applicant holds a
voucher or certificate of eligibility under Secti8rof the United States Housing Act of 1937.

Owners may no longer have policies that refuse tadanit Section 8 applicants. Owners must allow
Section 8 applicants to apply to their LIHTC property. However, the Section 8 applicant must still
meet all of the property’s screening and eligibiliy criteria.

2. No findings of discrimination under the Fair Howsing Act, U.S.C. 3601-3619, occurred for the projéc

A finding of discrimination includes an adverse final decision by the Secretary of HUD, 24 CFR
180.680, an adverse final decision by a substantiabquivalent state or local fair housing agency,
42 U.S.C 3616(a)(1), or an adverse judgment fromfaderal court. Any finding of discrimination,
adverse final decision by HUD, adverse final decsin by the State of Delaware Division of Human
Relations, or an adverse judgment from a federal aot is a violation that DSHA must report to
the IRS.

Tax Credit properties are subject to Title Vlitbé Civil Rights Act of 1968, also known as therRFdbusing
Act. The Fair Housing Act prohibits discriminationthe sale, rental and financing of dwellingsdshen race,
color, religion, sex, national origin, familial si&, and disability. The Fair Housing Act mandatescific
design and construction requirements for multifgrhibusing built for first occupancy after March 1391, in
order to provide accessible housing for individuaith disabilities. The failure of housing tax dieproperties
to comply with the requirements of the Fair Houskag will result in the denial of housing tax credn a per
unit basis. In addition, Delaware tax credit pmigs must also meet the requirements of the Araaric
Disabilities Act (ADA) and all tax credit designgpis must be approved by the Delaware Accessilfligrd.

The Department of Housing and Urban DevelopmehitiHenforces the Fair Housing Act. DSHA will refer
complaints to either HUD or the State of Delawareidion of Human Relations for follow-up or invegtion.

IRS also requires LIHTC properties be otherwisailable to the general public. Under Treasury Reg?-
9(b) if a residential unit is provided only for @mber of a social organization (for example, a}ist provided
by an employer for its employees, the unit is wotuse by the general public and is not eligibleciedit under
Section 42. Residential rental units either desigeh for a single occupational group, or throughederence
for an occupational group also violate the genpualic use requirement.

Note that the General Public Use Rule was clarifiedluly 30, 2008, to allow occupancy restrictions
preferences that favor tenants 1) with special sie&dwho are members of a specified group undederal or
state program or policy that supports housing fimhsspecified group, or 3) who are involved insaitior
literary activities
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XVI. LEASES

DSHA requires all tenants in rent-restricted utgtde annually certified and be under a leasederoto occupy a
unit. All leases should be pre-approved by DSH¥y amendments or changes to the lease duringaimpliance
period should be submitted to DSHA for approval.

The lease should include at least the followingiinfation:

Legal name of parties to the agreement and alr atbeupants;

A description of the unit to be rented;

Term of the lease and date of move-in or possession

The rental amount;

Use of the premises;

Rights and obligations of each party;

Full -time student clause;

Subletting/Assignment is prohibited;

Optional charges (i.e., washer/dryer rentals) ghbellisted separately on an addendum or separate
agreement*

Attachments should include, but are not limited to:

Annual Certification and qualification informatiam the LIHTC program.
Copy of Summary of Delaware Landlord Tenant Code

Rules and Regulations

Move-in inspection form (completed by landlord aigined by tenant)

For properties newly rehabilitated, a new leasaishbe executed along with the Annual Tenant Income
Certification prior to the placed-in-service date.

If after occupying a unit, an eligible tenant canpay the rent or is otherwise in violation of thase provisions,
the owner has the same legal rights in dealing thigheligible tenant as with any other tenant. d\bbwever, that
during the compliance period, extended use penldfar three years after the expiration of the Reation of Land
Use Restrictive Covenants, households in qualificcredit units may not be evicted or tenancy teated for
other than for good cause.

In general, occupancy must be provided on a narsigat basis to the general public. This meartsithaelaware,
tax credit residents must sign leases for an Irtétian of one year. After the initial term, the@$e may convert to a
month-to-month lease at the owner's option.

There are, however, provisions for housing forttbeeless and Single Room Occupancy (SRO) properties
contained in Section 42 (i)(3)(B)(iii) & (iv). FE@RO properties, a thirty (30) day lease will bguieed. Residents
may share bathrooms, cooking facilities, and dirdreps.

* Optional charges should not be a requiremenivoih the unit. If the charge or fee is a requiest to live at the
property, the charge or fee must be included asgbaine rent. However, these charges or feesmoape allowed
under the Delaware Landlord Tenant Code.

Customary fees that are normally charged, suclaamde deposits, cleaning deposits, pet depositerand

application fees are permissible. However, artdiégenant cannot be charged a fee for the wordlired in
completing the additional forms or documentatioguieed, such as the Tenant Income Certification.
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As described in Question and Answer #3Refvenue Ruling 2004-8&ection 42(h)(6)(B)(l) requires that eviction
and rent increase restrictions apply throughouettiended use periathd not simply for the three years after that
period. Additionally, the ruling prevents the dion or termination of tenancy other than for geadiseof an

existing tenant of any low-income unit (no-causietin protection) and any increase in the gross wath respect
to the unit not otherwise permitted under Secti@n 4

The requirements of Revenue Ruling 2004-82, 200887 Section 42(h)(6)(B)(I) must be complied wittyaur
tax credit property. In addition, the project ownaust also certify annually on the Owners Cedrdiicn of
Continual Compliance that in the prior 12 monthgemants in low-income units were evicted or hadrttenancies
terminated other than for good cause and thatmemts had an increase in the gross rent with réespeclow-
income unit not otherwise permitted under Sectidn 4

We recommend that a “good cause” provision be ghetlin your lease. DSHA defines “good cause” Hevs:
“Good Cause” means (1) serious or repeated violafiomaterial terms of the lease or (2) the failore

refusal to vacate the premises when there is @ctafé condition or damage that is so substartialit is
economically infeasible to remedy the defect whth tenant in possession
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XVII. INSPECTIONS

We suggest that units always be inspected by threeofor all new tenants on the date of initial quancy. A
move-in inspection report should be completed danting any problems noted in the unit at the timmove-in.

Bi-annual or quarterly inspections should also tmgleted by the owner on each unit. Please beeqivar
accordance with the Delaware Landlord Tenant Chgnts need to be given at least 2 days writtéinenof the
inspection, unless it is an emergency or schedukgidtenance repair.

Annual and bi-annual inspections enable the owmé&ntl unreported maintenance and housekeepingqmzh

In January 2000, the IRS revised compliance manigaregulations and owner certification requirensen®wners
must certify that:

The buildings and low-income units in the projeetrg/suitable for occupancy, taking into accounaldealth,
safety, and building codes (or other habitabiltgnslards), and the State or local government asfiansible for
making local health, safety, or building code irdfmns did not issue a violation report for anyltimg or low-
income unit in the project. If a violation reportnotice was issued by the governmental unitptlieer must attach
a statement summarizing the violation report ofceato the annual certification submitted to DSHIA.addition,
the owner must state whether the violation has lseerected.

DSHA is required to inspect a minimum of 20% ofualits, which includes any and all buildings, conmaseas
and vacant units in the project.

The IRS revised compliance monitoring regulatiolss éncluded a requirement for housing credit agento
conduct physical inspections consistent with ta@dards governed by HUD’s Uniform Physical Conditio
Standards. These standards require propertiesito‘ldecent, safe, and sanitary condition andoiodgrepair” and
require agencies to inspect the following five majreas:

1. Site — The site includes components such as fermgidgetaining walls, grounds, lighting, mailboxes,
signs (such as those identifying the developmeatreas of the development), parking lots/driveways,
play areas and equipment, refuse disposal, road® strainage 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 mhsetstructurally sound, secure, habitable, and odgo
repair. The building’s exterior components suckl@asrs, fire escapes, foundations lighting, roofs,
walls and windows, where applicable, must be fideealth and safety hazards, operable, and in good
repair.

3. Building systems - The building’s systems includenponents such as domestic water, electrical
system, elevators, emergency power, fire protedtimiuding fire extinguishers and smoke detectors)
HVAC, and sanitary system. Each building’s systemust be free of health and safety hazards,
functionally adequate, operable, and in good repair

4. Dwelling units — (i) Each dwelling unit within a bding must be structurally sound, habitable, amd i
good repair. All areas and aspects of the dwellimity (for example the unit’s bathroom, call fod ai
ceiling, doors electrical systems, floors, hot wéteater, HVAC, (where individual units are
provided), kitchen, walls and windows) must be foééealth and safety hazards, functionally
adequate, operable, and in good repair. (i) Wapmdicable, the dwelling unit must have hot anldi co
running water, including an adequate source oftpetavater. (iii) If the dwelling unit includes its
owner sanitary facility, it must be in property ogéing condition, usable in privacy, and adequate f
personal hygiene and the disposal of human wdatgThe dwelling unit must include at least one
battery-operated or hard-wired smoke detectorrap@r working condition, on each level of the unit.
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5. Common areas — The common areas must be strugtacalhd, secure and functionally adequate for
the purposes intended. The common areas includpaeents such as basement/garage/carport,
restrooms, closets, utility mechanical, communityms, day care, halls/corridors, stairs, kitchens,
laundry rooms, office porch, patio, balcony, ara$kr collection areas, if applicable. The common
areas must be free of health and safety hazardalnpeand in good repair. All common area
ceilings, doors, floors, HVAC lighting, outlets/salies, smoke detectors, stairs, walls and windtws,
the extent applicable, must be free of health afielty hazards, operable, and in good repair.

All areas and components of the housing must eedfdealth and safety hazards. These areas adhud are not
limited to: air quality, electrical hazards, elewa, emergency/fire exits, flammable materialsbgge and debris,
handrail hazards, infestation, and lead based.p&ot example, the buildings must have fire etkitg are not
blocked and have handrails that are undamagedarario other observable deficiencies. The housingt have
no evidence of infestation by rats, mice, or otl@min, or garbage and debris. The housing must ha evidence
of electrical hazards, natural hazards or fire dzaThe dwelling units and common areas must paweer
ventilation and be free of mold, odor (e.g. proparaural gas, methane gas) or other observabigetgfies. The
housing must comply with all regulations and reguients related to the ownership of pets, and takiation and
reduction of lead-based paint hazards and havéablaiproper certifications of such.

Notwithstanding the above inspection requiremeatsHTC project, under Section 42, must continusdtsfy
local health, safety, and building codes. DSHA m&ly on local code inspections for reporting nampliance.
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XVIIlI  SALE, TRANSFER OR DISPOSITION OF THE PROJECT AFTER THE PLACED-IN SERVICE
DATE

DSHA is required to notify the IRS via Form 8823l event of sale (including change in ownershipvenership
interest — general and limited partners), foreadlesabandonment, casualty loss, and/or destruatiwners must
notify DSHA of such events.

Generally, any change in the ownership of a bujdina partnership interest is considered to kecapture event.
Recapture can be avoided if the owner selling thikeling or the partnership interest posts a bortidfsatory to the
IRS, and IRS determines that the project is expettteemain in compliance for the balance of theaglance
period. Recapture amounts are reported usingRBefdrm 8823.

When a sale or transfer occurs after the placeskimice date, the owner must notify DSHA by lettdvising
DSHA of the transfer of ownership. The letterwddnclude the following: current name of owngr yvhom the
credits were allocated), address, taxpayer |.Dofitact person and phone number, the new or updatedr
information of name of owner, address, contactgreend phone number, taxpayer 1.D. #, name ofathers and
percentage of ownership and their taxpayer .Do#'Social Security numbers. The new owner misst imclude
the following documents: a copy of the recordedddedicating the change of ownership or a copyheftitle
policy indicating the owner as the vested ownehefproperty, copy of the amended or new partneafieement
or copy of the articles of incorporation and By-lsawopy of the organizational documents, copy efgbod
standing certificate, attorney’s opinion, copy od purchase agreement, and copy of the low incasithg tax
credit disposition bond.

DSHA will recognize a new owner or ownership onfterall of the required documentation has beenrsgtied.
Until such time, all compliance requirements wil the responsibility of the owner of record and emspliance
violations will be reported to the IRS under theneaof the owner on record.

The IRS has suggested in Reg. 1.42-5 that if alimgjlis sold or otherwise transferred by the owttex transferee
should obtain from the transferor all informati@tated to the first year of the credit period setifansferee can
substantiate credits claimed.

Under 42())(6), revised 7/30/2008, there is no rpttre on dispositions as long as a) it is reasonabkpected the
building will continue to be operated as a qualifidow-income building; and b) the taxpayer electshie subject
to the new longer statute of limitations. Ownerseamno longer required to post a Credit Dispositiowm] or
pledge Treasury Securities to avoid recapture.
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XIX. GENERAL AND PREVENTATIVE MAINTENANCE

Part of the owner's compliance with IRS regulatisn® annually certify that the project is in cdiapce by
signing an Annual Owners Certification for ContingiCompliance report Form (Appendix C). Howevkere is
one section that the owner should pay close attemdi with regard to compliance where maintenamcktarnover
of their rent-restricted units are concerned:

Section (f):

Each building in the project is suitable for occupg taking into account local health, safety, bodding codes.
Generally, we recommend that routine and prevematiaintenance plan be part of the general managgrtan
for the project.

The standards of maintenance should be consisiéntive objective of providing satisfactory, deces#fe and
sanitary housing at an economical cost and of lgatvia buildings and grounds present an attractide a
well-groomed appearance. All maintenance senacekspreventive maintenance programs should be npegfbon
a regular and scheduled basis. Systematic andubbrmaintenance keeps the housing in a gooddftadpair,
appreciably extends the useful life, and resulisuver overall cost. It also makes for tenantsfatition and, by
example, elicits their cooperation.
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XX. DSHA MONITORING AND COMPLIANCE

DSHA will perform an annual on-site compliance eaviof at least 20% of all LIHTC projects, includiRdp 515
projects, and tax-exempt bond financed properfig®e following items are examples of items that tv
completed on the annual compliance review:

Review of the Annual Tenant Income Certificatiomay include 100% of all initial households;

Documentation to support income that the ownemréesived for each low-income unit;

Review of the rent records for each low-income;uni

Review that the minimum set-aside is being mannadj

Review of correct income, utility allowances aedtrlimitations;

Vacant unit review and inspection, move-out faéesl waiting list;

Review of the qualified basis per building amy decrease in basis that the owner has claimég®
Form 8609 was accurate;

Review that all extended use provisions are beiag(ire., compliance period, income targeting, aloci
services, amenities, etc.);

Review of Annual Owners Certification for Contingi€@ompliance report.
DSHA is required to inspect a minimum of 20% ofalits in each project and all buildings and comraceas.
DSHA recommends that owners keep a general compliaa file at the property for monitoring visits by
investors, lenders, asset management staff and DSHA he following should be kept at the property:

General Property Compliance File

IRS Form 8609, page 1 & 2 for the first year of thedit period

Copies of all Certificates of Occupancy, if apptits for all Buildings

Partnership Agreement

Annual Utility allowance survey or letters fromlityi providers

Copy of each initial tenant certification, veriftzan and lease (tenant file)

Copy of all support services and social servicetreais

Affirmative Marketing Plan with copies of advertisent and community outreach letters

NOTE: Corrections to Documents

Sometimes it is necessary to make corrections amgds to documents. A document with correctioid ftu
“white-out” will not be accepted by DSHA. It issemmended that when a change is needed on a dotfonéme
LIHTC program, the person making the correctionuti@raw a line through the incorrect informatiamite or
type the correct wording or number, and have thiegremaking the change sign their initials.
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XXl. NONCOMPLIANCE

A. Notification to Owner

DSHA will notify each owner in writing if a buildipand/or the project is in noncompliance with Settd2 of the
Code when:

1. Annual Owners Certification for Continuing Coiapce report and/or Monitoring Fees have not been
received by January 15 (only a one-time notice belissued);

2. DSHA has attempted to contact owner for a ca@npk review and/or inspection and the owner did no
respond or could not be located;

3. After a compliance review has been performati8HA finds that Annual Tenant Income Certificato
supporting documentation, or rent records are mssr are incorrect or DSHA Annual Monitoring Repor
has not been completed,;

4. The projectis found to be out of compliancéhwie requirements of Section 42 of the Interradtue
Code through physical inspection, review, or otliscrepancies.

B. Correction Period

Should DSHA find a building and/or the project ®ibh noncompliance with Section 42 of the Code aveer
must supply any missing certifications, correct finglings, and bring the project into compliancehaprovisions
of Section 42. The correction period is not toema 60 days from the date of DSHA notification dorect the
violation. This correction period can be extendpdo a total of 6 months with DSHA'’s approval.

Noncompliance that is identified and correctedh®ydwner prior to notification of an upcoming corapte review
or inspection need not be reported to the IRS.

C. Notice to Internal Revenue Service

DSHA is required to file Form 8823 "Low-Income Hang Credit Agencies Report of Noncompliance" wis
no later than 45 days after the correction periasl éxpired whether or not the noncompliance ourfaito certify is
corrected.

Any change in the applicable fraction or eligibkslIs that results in a decrease in the qualifiesisha the project is
noncompliance and must also be reported to the IRS.

D. Monitoring Fees

DSHA will charge a monitoring fee on Tax Creditgdble units for performing the service of monitayithe LIHTC
project. For new projects, DSHA will charge a dime fee of $500 per unit. This fee must be gaidr to
receiving an allocation of Tax Credits; at the &@ste of IRS form 8609 or the Carryover Agreemehichever is
issued first. For all projects allocated credftseralanuary 1, 1990 through December 31, 1996&fehevill be $15
per unit and will be due January 15 each yearferémaining years of the compliance period oafolong as
DSHA has LIHTC monitoring responsibilities for theoject.
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E. Examples of Noncompliance and Corrective Actions

EXAMPLES ARE BASED ON PROJECT HAVING 100% OF ITS Uné AT THE LOW-INCOME SET-ASIDE
(RENT RESTRICTED).

Please note, that many noncompliance problems eaotrected, however, DSHA has the responsibilitseport
all noncompliance findings to the IRS regardleswbéther or not the findings have been correctédwever,
when DSHA completes IRS form 8823, "Low-Income Hog<Credit Agencies Report of Noncompliance,"
corrected findings by the owner will also be repdrto the IRS.

1. PROBLEM:
The unit was rented to a household whose incomeowasthe Maximum Income Limit at the time of mone-
CORRECTION:

There may not be very much an owner can do teecbthis problem and the unit will stay in noncoiapte
until the household moves out of the unit and a gealified household moves into the unit or urkté t
household's income is at or below the current Maximincome Limit. However, the following step mag b
taken to attempt to correct the problem:

Re-verify and document income at the time of mmveTax returns or W-2's may be obtained from
the tenant as documentation and can documentithaehant may have been within the income limit.

2. PROBLEM:

An incorrect utility allowance was used to calcaltiie maximum allowable rent. Tenants were notgsththe
correct rent for one year of the compliance peridtle rent charged the tenants was more than tkamm
allowable rent.

CORRECTION:

Once a unit is determined to be out of complianith the rent limits, the unit ceases to be a loesime unit
for the remainder of the owner's tax year. A usithack in compliance on the first day of the ovmeext tax
year if the rent charged on a monthly basis doégxweed the limit. An owner cannot avoid the disaance
of credit by rebating excess rent or fees to tifiecédd tenants.

3. PROBLEM:

Documentation of income was missing in the tesdotder and the Annual Tenant Income Certificaticas
not completed during the initial year of occupancy.

CORRECTION:

Contact tenant for tax returns or W-2's. If urilde, have tenant sign third party income veafion forms
for the initial year of occupancy. Upon receiptdotumentation, complete an Annual Tenant Income
Certification form and attach to verification.

4. PROBLEM:

DSHA does not receive the Annual Owners Certifarafior Continuing Compliance report due January 15
each year.

CORRECTION
A one-time only warning notice will be sent to eastner giving an additional 30 days to submit threndal

Owners Certification for Continuing Compliance repdf DSHA does not receive the Annual Project
Certification by the extension date, DSHA will flRS form 8823 for Noncompliance.

65



5. PROBLEM

DSHA can not locate owner to inform them of coraptie review and inspection date or
to inform the owner of new IRS regulations.

CORRECTION

Owners should alwayseep DSHA informed of any changes in address, esvoeany other LIHTC issues. If
DSHA can not locate or contact owners, DSHA mustIRS form 8823 for Noncompliance.

6. PROBLEM
During a DSHA physical inspection, a smoke detewatas found to be inoperable or a fire extinguiskas not
properly tagged, not charged properly or missingdér Section 42, this is a major violation of hea#tafety
and building codes, UPCS violation and IRS form382w-Income Housing Credit Agencies Report of
Noncompliance," should be filed.

CORRECTION

DSHA must receive written notification that the smoke deteetas repaired/replaced by the end of the
working day the violation was discovered. If wnitteotification is not received, DSHA will file IRBorm 8823
for noncompliance immediately.

F. Recapture of Credit

Generally, during the Compliance Period a projedut of compliance and recapture applies if:

You dispose of a building or an ownership intenest; or

There is a decrease in the qualified basis of thilging from one year to the next; or

The building no longer meets the minimum set-asidgiirements of Section 42(g)(1), the gross rent
requirements of Section 42(g)(2), or the other ieguents for the units which are set-aside.

Note: The Compliance Period applies to all prgecthe Extended Use Period applies to projectedstax credits
in 1990 or later.

Vacant units that were previously occupied by digalitax credit residents can continue to be califdge minimum
eligibility as long as the owner has made reas@natibmpts to rent the unit to an eligible residem no other unit
of comparable or smaller size is rented to a naadified resident.

If the project is out of compliance, a penalty \aifiply to all units in the Project (IRS Form 861Penalties may
include:

Recapture of the accelerated portion of the tadits€or prior years;
Disallowance of the credit for the entire year iniet the non-compliance occurs; and
Assessment of interest for the recapture year aedqus years.

If the non-compliance is due to a reduction thdified basis and the minimum eligibility requirenterof twenty
(20%) or forty percent (40%) are still met, recaptand disallowance of credit will apply only toitsrin
compliance.

If there is a minimal reduction in the floor spdicEction or number of qualified units, no recaptwié occur,
provided the building remains a qualified tax ctduliilding.

Recapture will not occur if, within a reasonabtadiafter the non-compliance was discovered, thatsin is
corrected.

In the event of a casualty loss, recapture willaaxtur if the property is restored or replaced imithreasonable
period of time.
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The Internal Revenue Service is responsible fogrd@hing whether a building owner has claimed therext
amount of credit each year and whether a buildingey is subject to recapture. DSHA is only resjdagor
determining whether or not a specific event of wompliance and reporting it to the IRS.

67



XX1l. COMBINING THE HOME PROGRAM WITH THE LIHTC

A. What is the "HOME" Program?

On November 28, 1990, the Cranston-Gonzalez Ndtisifierdable Housing Act enacted into law the HOME
Investment Partnerships (HOME) program.

The HOME program is a formula-based housing blaakhgprogram, which provides states and local guvents
the flexibility to fund a wide range of affordatileusing activities. HOME addresses diverse looaking needs
through moderate and substantial rehabilitatiom; c@nstruction, tenant-based rental assistancetmed related
activities. In Delaware, DSHA, New Castle Countyn@nunity Development and Housing, and the City of
Wilmington Real Estate and Housing receive fundhrgugh the HOME program.

All HOME funds must benefit persons below 80 petadrarea median income. In the case of rentgkpts, at
least 90 percent of HOME funds must serve housshaith incomes below 60 percent of the median iredimit.

To use HOME funds, states and local governmentsegpgired to match federal HOME amounts using siate
local resources. There is a 25 percent local nmiatcall projects. HOME also attempts to promate axpand
nonprofit housing activities by setting aside, atiaimum, 15 percent of each community's HOME atamn for
investment in housing that is owned, sponsorecegeldped by nonprofit entities called Community kiog
Development Organizations or what are referrecdst@lDO's. In many cases for LIHTC properties, HOlgBow
being used for GAP financing, part of an alreadyplicated layering of funding sources.

B. HOME AND LIHTC REQUIREMENTS

Basically, the HOME program and the LIHTC prograerkvhand in hand. As with the LIHTC program, the
determination of income should be consistent weht®n 8 of the United States Housing Act of 193his
includes the definition of income, verification addcumentation procedures, and certification resguéents.
However, there is two important requirements whéxing LIHTC and HOME funds that must be consider@d:
income and (2) rent.

1. Income Requirements

HOME rules are very specific about who can occu@ME-assisted units. Two constraints restrict oecy:

Theprogram fund rule requires that not less than 90 percent of the HOligESs invested in rental projects in
a fiscal year must be invested in units occupiefhiilies whose income does not exceed 60 perdahto
area median income limit at the time of occupantie remaining portion must benefit families bel@dv
percent of median. When LIHTC projects are 10@getlow-income, the program fund rule is autonzdityc
met. However, for mixed-income projects, when HOMEds are invested in the property, would reqatre
least 90 percent of the units rented to houselail@8 percent of median or below.

Theproject rule requires that for rental housing, upon initial @gancy:at least 40% of the units must be
occupied by households at or below 50% of the mediancome 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 tohaitial occupancy. Howevetenant incomes must be
re-verified every six (6) years from the tenant’s mave-in date. This rule would apply for 100 percent low-income
LIHTC projects that have received HOME funds.
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2. Rent Requirements

Generally, HOME rents cannot be greater than tbseleof:

1. The Section 8 Fair Market Rent or;

2. 30 percent of 65 percent of the area mediammecolf a low-income household income
increases beyond 80 percent of median, the tenasit pay no less than 30 percent of the
families adjusted monthly income.

However, when combining Tax Credits with HOME funifls100 percent low-income projects, rents ardgeahe
income set-aside chosen by the owner (40 percéitt percent of median income with the remainingbeé of the
units at 60 percent of median incomén addition, the LIHTC's rent provision overmeglthe rent re-certification
requirement. Therefore, the household's income nisayup to 140 percent of the median income befordenant
no longer qualifies as low-income. If the projeci00 percent low-income the unit remains qualifis long as the
unit stays rent restricted. In mixed-income prigethe tenant may be required to pay the highsr re

HOME CERTIFICATIONS

The income of each resident in a HOME unit musti®ermined initially in accordance with § 92.2081x)i) and
DSHA'’s LIHTC Compliance and Monitoring manual. BA& is allowing an owner of LIHTC multifamily projéc
with HOME funds with an affordability period of J@ars or more to re-examines tenant’s annual indbneaigh a
statement and certification in accordance with 92(a)(1)(ii). _The one page Annual Self-Certifica in
Appendix E and an Asset Certification will suffite annual HOME certification requiremeriiowever the owner
must third party verify the income of each tenamccordance with § 92.203(a)(1)(i), every si@hyear of the
affordability period (on the date of the residemtieve-in anniversary date).

NOTE: In accordance with 92.504(c)(2) of the HOMIgulations, when HOME-assisted units do not me=t th
affordability requirements (i.e.; rent restrictipimecome requirements, and other HOME requiremeafti)e
HOME regulations, the owner is required to repayHOME funds

Therefore, it is very important to comply with tHOME program as well as the LIHTC program.

3. Other HOME requirements:

An Environmental Review Record must be complétgthe State or local government funding source,
notices published and obtain a release of fundsa D prior to the commencement of the project.
HOME funds, however, may not be used to reimbuard tosts incurred prior to the release of funds.

Projects with 12 or more HOME-assisted units npast federal Davis-Bacon wage rates for
construction labor.

Section 504 Rehabilitation Act standards appIM@ME projects with 15 or more units regardless of
the number of HOME-Assisted units. Five percerthefunits must be physically accessible and two
percent of the units must be made accessible sopsmwith hearing or vision impairments.

The period of affordability for new constructioroperties is 20 years. This will be enforced kg th
Declaration of Land Use Restrictive Use Agreemeseiduwith the LIHTC program. For rehabilitation
and acquisition properties, the LIHTC use periogliag.

Properties must meet HUD's Housing Quality Staasl&rlQS) for the period of affordability. New
Construction properties must meet local buildindesand the Model Energy Code.

Fair Housing, equal opportunity, affirmative maikg, non-discrimination on basis of race, handicap
or familial status must be followed. DSHA or tleedl government will review these policies to assur
compliance with the regulations. All advertisensetrochures, posters, etc., must contain the Equal
Housing Opportunity logo or slogan. Copies ofaallertisements and such should be maintained at
the property.
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An owner may not refuse to rent a HOME-assist@tita a tenant with a Section 8 Certificate or
voucher solely due to that assistance.

Written Tenant Selection policies and screeniritgiéa is a requirement and must be approved by
DSHA or the local government agency.

There are prohibited lease terms and limitatiamtease termination for the HOME-assisted units.

A waiting list must be maintained at the properfihe waiting list should be in conformance witk th
HUD 4350.3 Handbook requirements.

A fiscal review of the property is required by DSldr the local government. Proper insurance (i.e.,
flood insurance, general liability) adequate fitlebhond coverage, payment of taxes, approved
operating budget, adequate reserve requirementiigedeposits, HQS requirements, and lead base
paint certificates (if rehabilitation) will be reaxved for compliance with the HOME Program
requirements.
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XXIII TAX CREDIT PROPERTIES WITH TAX EXEMPT BONDS

A residential property financed with tax-exempt 8emay also receive tax credits. The property ringest
maintain compliance with both the tax-exempt banlds and the tax credit program. While certaieswverlap,
such as the property meeting either the 40/60 &@Minimum set-aside test, the rules do not exawdtch and
the Owner is responsible for being aware of andpigimg with both sets of requirements. Usuallyréheill be
two separate regulatory documents for the propertg,for the bond requirements and one for thetedit
requirements.

Properties financed with tax-exempt bonds may oldaiallocation of tax credits without going thrauge
competitive tax credit allocation process. Ownatsst still submit a tax credit application to DSHHAd meet
threshold criteria and score the minimum pointsiptd an allocation of credits. The property owndt also be
required to record the Declaration of Land Use fReate Covenants or extended use agreement oprtiperty.

The rules for determining income are the same @i programs. The primary difference is that caamgle with
tax-exempt bond requirements is determined on peptp-wide basis, while federal low income tax dred
requirements are determined on a building-by-bogdiasis. Owners must comply with both sets ofiregqnents,
which may result in maintaining more affordabletsithan originally planned in order to maintain gdiance with
both programs.

Many bond-financed properties are mixed incomeraady of the more complicated tax credit rules ajiply to
these properties. The Available Unit Rule is aggblproperty-wide whereas it is applied on a budeliy-building
basis for tax credit compliance.

It is strongly recommended the management plahyditeg detailed strategies for lease-up, fillingaacies and
addressing over-income units on recertificatiomeeeloped with the advice of qualified tax credivigors.

Properties with tax-exempt bond financing have taltil requirements that must be met. Some ofrtimmum
requirements are listed below:

Meet the selected federal set-aside (20/50 or 4@®BBond closing on acquisition/rehabilitation pedies.
For new construction, report monthly beginning @loccupancy. Continue to report monthly during
lease-up to the bond holder until the later obaildings placed in service or the property is 90%
leased/rented.

At 90% rent-up, annual reporting to the bond isrdrustee.

Follow same tax credit reporting requirements dftgldings are placed in service.

Property must meet all selected bond set-asidesid Bet-asides are income restricted only, taxitcsett
asides are income and rent restricted.

The most restricted set-aside (either federalateyshould always be used.

Issues of non-compliance for bond requirementseperted to the bond trustee rather than the IRS.
Bond documents and bond regulatory agreementsaheubbtained for the management agent for all
requirements.

Owners will provide reporting requirements to tloatd issuer and/or bond trustee.
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XXIV DSHA POST-15 MONITORING PROCEDURES

Background

Tax Credit properties allocated credits in 1990 aftelr, were required to record a commitment (Detian of
Land Use Restrictive Covenants) for an affordalolesing period of a minimum of thirty years. Thesfififteen
years is called the compliance period. Duringdbepliance period, DSHA is responsible for monitgrtax credit
properties and reporting noncompliance to the IRBe remaining 15 years (after the compliance pehnias
expired) are referred to by the IRS as the extendedoeriod. During the extended use period DSHAtmontinue
to monitor tax credit properties for the low-incohmeusing commitment, but is no longer requiredefoort
noncompliance matters to the IRS. IRS officiald ather tax credit experts have indicated verkthly state
agencies may not report noncompliance to the IRS #fe compliance period is over. The tax bernefthe owner
is exhausted and the IRS can no longer recaptullesallow credits. Therefore, DSHA has establishgublicy on
how tax credit properties will be monitored durihg extended use period.

The purpose of these procedures is to ensure canggliwith the Declaration of Land Use Restrictede@ants
while allowing for the waiving of certain requirents during the extended use period. DSHA beli¢hese
changes will prove to be beneficial to owners arshagers of tax credit properties by streamliningpréng
requirements and other tax credit eligibility cridgeduring the extended use period.

To qualify, owners must be in good standing (cargito comply with the monitoring requirements andéoms of
the Declaration of Land Use Restrictive Covenawiff)in three years of the end of the complianceéquer DSHA'’s
goal is to preserve all tax credit properties fa benefit of the residents while maintaining soeable level of
monitoring requirements.

Compliance Period— means with respect to any building the periofifaxable years, beginning with the first
taxable year of the credit period. The first yebthe Compliance Period is the first year in whilb owner
claimed credits. The first year must either beyar the buildings(s) are placed in service, dhatowner’s
election the year following placed in service.

Extended Use Period- means the beginning of the last day in the c@mpé period on which such building is part

of a qualified low-income housing project and egdam the later date specified by DSHA in the Deatian of
Restrictive Covenants or the date which is 15 ya#ies the close of the compliance period.

Continued Resident Eligibility and Criteria

1. Tenant Income Certification (TIC) — the initiénant Income Certification (TIC), Asset Certificat
and third party verifications will still be requa€consistent with all requirements of DSHA’s Tax
Credit Compliance Monitoring Manual). The propestmust continue to meet the income set-asides
and all additional income restrictions as definethie Declaration of Land Use Restrictive Covenants
Any change in set-aside restrictions must be amgutdoy DSHA. (Properties with Rural Development
(RD) or HUD Section 8 subsidy must continue to nteetrequirements of those programs.)

2. The unit must continue to be rent restrictethsd the tenant paid portion of rent plus the tytili
allowance does not exceed the tax credit applicadie

3. All DSHA financed developments, mushtinue to seek DSHA'’s approval on all rent incesasAll
of the rent limits elected in the Declaration ohddJse Restrictive Covenants will continue to apply

4. Annual Recertifications and Student Certificaiavill no longer be required. A Self-Certificatiof
income will be necessary for reporting purposey.onlRD, HUD Section 8 or tax-exempt bond
properties must continue to follow all of the apphble requirements of each program.

5. Households who add adult members during occypanust continue to add the household member to

the initial certification using the current incotimait. (Consistent with all requirements of DSHA's
Tax Credit Compliance Monitoring Manual).
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10.

11.
12.

13.

14.

15.

16.

17.

18.

19.

Households may now be comprised entirely of imeligible full-time students with no exception
necessary. However, if Section 8 property, the HitlRlent rules will now apply.

All management/owner screening and applicatimegss will continue. In addition, a waiting list
must also be continued to be maintained.

Each low income unit will remain sbiiafor occupancy under the Uniform Physical Cadodit
Standards (UPCS).

Owners must continue to comply fullghathe requirements of the Fair Housing Act awdty from
time to time be amended.

Unit transfers from building to building ardoated without having to re-determine whether the
household’s income is over the 140% of median ireatrthe time of transfer.

Next Available Unit Rule no longer appl
Vacant Unit Rule no longer applies.

Utility allowances will be updated annuallyevised utility allowances must continue to be
implemented within 90 days of their published efifex date. It is no longer necessary to obtain
DSHA's approval on revised utility allowances.

All minimum occupancy requirements will be wedv

Social Services will continue to beuiegd if an Extended Use Declaration of RestricBevenants
for Social Service commitments were made. All 8b8ervice contracts will continue to be updated
and provided to the residents at no cost.

Properties with the HOME project rufebleast 40% of the units must be occupied byskbalds at
or below 50% of the median income limit per builglimre no longer subject to this provision. (with
DSHA approval)

All other requirements of the Declaration obRietive Covenants will continue to apply.

Transfer of Ownership — a transfer agreemerggaired in the event of a transfer of ownership o
ownership interest. Such transfer agreement willtipe new owner or partner on notice that it is
subject to the terms of the Declaration of Land Bsstrictive Covenants including all compliance
restrictions and annual compliance monitoring. Wwoentation of signatory authorization for the new
owner may be requested. Owners contemplatingferemsf ownership or ownership interest should
notify DSHA.

Expiration of Termination of Extended Use PérioDuring the three year period after the extended
use period expires or is terminated pursuant tcCIB8ction 42(h)(6)(E)(ii), owners are required to
annually submit to DSHA that no low-income resigeimave been evicted or displaced for other than
good cause. This certification will be due Januesyeach year for three years after the extended us
period has expired.
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Reporting and Monitoring

1. Owners Annual Certification for Continuing Comapice — Owners will continue to submit a certifioat
of compliance due January 15 each year. Thisdedwall RD, HUD Section 8 and tax-exempt properties

2. Annual Reporting — Owners/management agents causinue to submit monthly or annual financial
reports (if required) as well as submitting monttégant data to the MITAS database. This includes
RD, HUD Section 8 and tax-exempt properties.

3. DSHA will perform a physical inspection and ntoning review for LIHTC purposes every 5 years from
the last inspection date. A minimum of 5 unitsl6#%6 will be chosen for the physical inspection. HAS
will reduce the file review to 10%. DSHA resenribs right to review additional files or inspect #atohal
units to ensure compliance. Inspection frequenay bre increased if necessary, or if DSHA has firranc
in the property.

4. Annual monitoring fees — DSHA will charge $15 peit during the extended use period. DSHA resgrv
the right to adjust the fee due to changing cirdamses, rules or regulations. Fees are due JatGamjth
the Owners Annual Certification. This includes BDHUD Section 8 properties.

5. Record Retention — owners will need to mainta@original documents of initial move-in certiftams,
verifications, applications and leases for thre@rydrom the date of move-in.

6. Properties monitored and found to have noncampé matters must follow the same correction period
requirements and procedures as outlined in DSHAQraxlit Compliance Monitoring manual.

Noncompliance

DSHA will use remedies allowed by local and feddaat and the Declaration of Land Use Restrictivee@mants to
enforce compliance. Owners and/or management sijeait have material noncompliance with the Detiamaof
Land Use Restrictive Covenants may no longer lgghddi to participate in the Post-Year 15 Monitorigocedures
and will be deemed no longer in good standing WiBHA. Owners and/or management agents that araatbaot
in good standing will not be allowed to participatduture tax credit applications.

Reservations

DSHA reserves the right to modify the Post 15 Yeacedures as needed.

08/13/10
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XXV. APPENDIXES

APPENDIX A

GLOSSARY
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GLOSSARY

ANNUAL COMPLIANCE REVIEW - A review of the projeanade annually by DSHA which includes an
examination of the records, review of operatingcpdures and a physical inspection of the property.

ANNUAL GROSS HOUSEHOLD INCOME - Gross income of pirsons who intend to permanently reside in a
unit. The annual income is defined as income akaté of occupancy for the next 12 months.

ANNUAL INCOME - Total income anticipated to be réged by a tenant from all sources, including askatshe
coming year.

ANNUAL OWNERS CERTIFICATION FOR CONTINUING COMPLIARE REPORT - The document by which
the owner certifies that the project meets all LEHfRequirements in accordance with the provisionSexftion 42 of
the IRS Code.

ANNUAL TENANT INCOME CERTIFICATION - The documentybwhich the household's income is calculated
and for which the family certifies their annual @mse for the purpose of determining whether the ébakl will be
qualified as low-income in accordance with the jBimns of the LIHTC program.

ANTICIPATED INCOME - Gross income as of the occupgpnate that is expected to be received by thenteara
tenants for the upcoming 12 months.

APPLICATION - A form completed by a person or faynileeking a rental unit in the project. An apgima
should be in a format approved by DSHA and shoalgis sufficient information to determine the ammaint's
eligibility and compliance with Federal and Statédglines.

ASSETS - Items of value, other than necessary patsems which are considered in determining figghglity of
a household.

ASSET INCOME - The amount of money received by agatold from items of value as defined. (See
Section IX -F for more detail on the calculatidresset income).

AWARD OR BENEFIT LETTER - A notification of incomehich is completed by a third party providing betsef
to tenants. Examples include, Social Security@®isability Income, and Veterans Benefits.

CERTIFICATION YEAR - The 12 month time period beging on the date the unit is first occupied anchekz
month period commencing on the same date thereafter

COMPLIANCE - The act of meeting the requirementd aanditions specified under the law and LIHTC peog
requirements.

COMPLIANCE MONITORING - The allocating agency's pesisibility for assuring the IRS that properties
allocated Tax Credits are meeting all Federal aateSequirements pertaining to the LIHTC prograrhe
monitoring is completed through annual reviews phgsical inspections.

COMPLIANCE PERIOD - A total of 15 taxable yearsgb®ing with the first taxable year of the creditriod, in
which the appropriate number of units must be markand rented to Tax Credit eligible householésr projects
receiving 1990 Tax Credits or later, or for Pre-Q§8ojects where the owner makes the one timedoahvile
election to change the method of determining rexdsh building must have an extended low-incomesingu
commitment which is for an additional 15 yeardltg owner chooses additional occupancy restrictiomtise
extended use agreement).

CORRECTION PERIOD - The amount of time determingdI$SHA for an owner to correct any violations found
after the annual review or physical inspection.
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CREDIT PERIOD - The period of 10 taxable years beijig with:
(1) the taxable year the building is placed irvieer, or

(2) at the election of the taxpayer, the succeeding, Y only if the building is a qualified
low-income building as of the close of flst year of such building.

DSHA - Delaware State Housing Authority

EFFECTIVE TERM OF VERIFICATION - A verification igalid for up to 120 days. A verification must bé&hin
the validity term at time of tenant's Income Ceaéfion.

ELIGIBLE BASIS - For new construction, the eligidbasis is the cost of construction determined efitist year of
the credit period. For substantial rehabilitatithe eligible basis is the sum of all rehabilitataosts aggregated
over 24 months. For an existing building, theibligbasis is the acquisition cost of the building.

ELIGIBLE PERSON OR HOUSEHOLD - One or more perstivag are determined to be qualified as low-income.

EMPLOYMENT INCOME - Wages, salaries, tips bonusesrtime pay or other compensation for personal
services from a job.

EXTENDED USE AGREEMENT (DECLARATION OF RESTRICTIVEOVENANTS) - A recorded agreement
that the owner covenants to restrict the use optbgect during the term of the LIHTC Compliance.
RD - Rural Development (formerly Farmers Home Adstiration)

FAIR HOUSING LAWS - As mandated by the Fair Houstagendments of 1988.

FAIR MARKET VALUE - An amount which represents threie value at which property would be sold on thero
market.

FIRST YEAR OF THE CREDIT PERIOD - This is eithéetyear a building is placed in service, or, atthvaer's
option, the following year.

GROSS INCOME - See Annual Gross Household Income

GROSS RENT - The actual rent the household patlsetowner plus utilities plus non-optional chargeshe
actual rent the household pays (which includegiasland non-optional charges).

HOUSEHOLD - The individual, family, or group of iliduals living together as a unit.
HUD - U.S. Department of Housing and Urban Develeptn

HOME Program - The HOME program is a formula-basedsing block grant program, which provides states
local governments the flexibility to fund a widengge of affordable housing activities.

IMPUTED INCOME (from assets) - The estimated eagrotential of assets held by a tenant using thenpal
earning rate established by HUD. The currentisapgovided by DSHA or HUD in its instructions dretAnnual
Tenant Income Certification.

INCOME LIMITS - Maximum incomes as defined by DSH@Y project owners/management agents to use to
determine if households are qualified for low in@ar rent restricted units (50% or 60% of mediafhese limits
will be adjusted periodically by DSHA based on naedincome figures provided by HUD.

INELIGIBLE HOUSEHOLD - One or more persons or a famvho applies for residency in a rent-restrictedset-
aside unit and whose combined income exceeds thammm income limitation (i.e. 50% or 60% of median)
someone living in a set-aside unit who is not fiedior under lease; and households who have ftiledcreening
criteria of the owner.

LEASE - The legal agreement between the tenanttedwner which includes the terms and conditidrtb®
rental unit.
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LIHTC RENT - The maximum amount of rent the ownan charge for rent, includingfilities.

LIVE-IN AIDE - A person who resides with one or moglderly persons, near elderly persons, or pensiths
disabilities, and who is determined to be essetui#the care and well being of their person(s).

LOW-INCOME HOUSEHOLD - An individual or householdwse income adjusted for family size does not
exceed either 50% or 60% of the median incomeheldcal area.
LOW-INCOME SET-ASIDE UNIT - Any unit in a buildingvhich is:
(1) Rent-Restricted (as defined in subsediip(?) of the IRS Section 42)
(2) Occupied by individuals who meet the income liniitas applicable under subsection 42 (g)(1)
to the project of which such building is a part.
(3) Is suitable for occupancy and used other thantoarsient basis.

MANAGEMENT AGENT/ COMPANY - A firm selected by thewner to oversee the operation and management
of the project and who performs compliance resgmlityi for the owner.

MEDIAN INCOME - A determination made through stéitial methods establishing a middle point for defeing
income limits. Median is the amount that divides distribution into two equal groups, one groupiihgincome
above the median and one group having income bsewnedian.

MAXIMUM TAX CREDIT RENT — Maximum LIHTC rent as callated by the U.S. Department of Housing and
Urban Development for bedroom size.

MINIMUM SET-ASIDE - A minimum portion of units in @roject to be "set-aside" as rent restricted ubits
tenants in targeted income groups (50% or 60%e# median income).

NONCOMPLIANCE - when the requirements and condgiofthe LIHTC program are not being met.

OWNER - Any individual, association, corporatiooint venture or partnership which is a sponsor bfHTC
project.

PLACED IN SERVICE DATE - For buildings, this isghdate on which the building is ready and availdtets
specifically assigned function, i.e. the date oncltihe first unit in the building is certified aging suitable for
occupancy in accordance with state or local ladTR: Rehabilitation expenditures that are treated separate
new building are placed-in-service at the closargf 24-month period during which such expendituves
aggregated .

PUBLIC HOUSING AUTHORITY (PHA) - Any state, countynunicipality or other governmental entity or pabl
body (or agency or instrumentality thereof) whislauthorized to engage in or assist in the devetopor
operation of housing for low-income families.

PROJECT - Rental housing developments receivingHd C allocation.
QUALIFIED ALLOCATION PLAN - The plan developed amtomulgated by DSHA.

QUALIFIED BASIS - The portion of the eligible basastributable to low-income rental units. The amtoaf the
qualified basis is determined annually on the diast of each taxable year. NOTE: This is the lesféhe
applicable fraction is defined as the lesser ofuthié fraction_orthe floor space fraction.
Unit fraction = The number of low-incomeitsrin the building + total number of all units
Floor space fraction = The total floor space ofdimaome units + total floor space of all units

The qualified basis at the end of the first yeawhich the credit is claimed determines the bawidHe remainder
of the credit period.

SECTION 8 of the HOUSING ACT of 1937, as AMENDERegulations used in defining and determining income
as required under Section 103(b)(4)(A) of the ImRevenue Code.

STUDENT - Any individual who has been, or will keefull-time student at an educational institutioithwegular
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facilities and students, other than correspondsnbeol, during five months of the year.
TENANT - Occupant or resident of a rent-restricteit to whom the unit is leased.

TENANT FILES - Complete and accurate records peirigito each dwelling unit, containing at least fibldowing:
The application for each tenant, verification afome and assets of each tenant, Tenant Annual Bicom
Certification, utility schedules, rent records,deand lease addendum. Any authorized representftDSHA or
the IRS must be permitted access to these files tpeipt by the project owner or management compén
written notice from either agency.

THIRD PARTY VERIFICATION FORMS - The form used blge owner or management company to request
verification of income and assets. The form mteiesthe purpose of the request; include a relg@sement by the
applicant/tenant; and request the frequency anduatraf pay or interest.

UTILITY ALLOWANCE - The amount of utilities, for garticular unit or project, set by a utility sché&glwhich is
published by HUD, RD or PHA or an analysis from thidity provider which states the rates.

VERIFICATION - Information from a third party whicis collected in order to corroborate the accumafcy
information about income provided by applicants toroject.
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APPENDIX B

COMPLIANCE MONITORING PROCEDURES
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DELAWARE STATE HOUSING AUTORITY
LOW INCOME HOUSING TAX CREDIT
COMPLIANCE MONITORING PROCEDURES

DSHA has implemented monitoring regulations for lthd TC program as required by the IRS. DSHA wilbnitor
all LIHTC projects for compliance with 1) minimurow-income set aside requirements, 2) rent limitegjo

3) tenant income requirements, 4) record keepiggirements, and 5) annual project certificatioruresments.

DSHA will perform annual on-site inspections ofedst twenty percent (20%) of all LIHTC developngent
including RHS Section 515 and tax-exempt bond fieaproperties.

DSHA will conduct on-site inspections of all theildings in the development by the end of the seamaidndar
year following the year the last building in thevdlepment is placed in service and, for at lea8b 20 the
development’s low-income housing units, inspectithreincome certification, the documentation thenewhas

received to support that certification, and the renord for the tenants in those units.

In addition, at least once every three years, DSHPconduct on-site inspections of all the builgmin each low-
income housing developments and, for at least 2D8teocdevelopment’s low-income units, inspect thégy the
low-income certifications, the documentation thenewhas received to support the certifications, thedrent
record for the tenants in those units. DSHA wdtefmine which low-income housing developments ball

reviewed in a particular year and which tenantsbrds are to be inspected.

DSHA will request an owner of a low-income housttgyelopment not selected for the review proceduee i
particular year to submit to DSHA for complianceiesv and annual compliance report, which will irddubut is
not limited to, copies of the annual income cardifions, the documentation such owner has receéo/edpport

those certifications and the rent record for eaghtincome tenant of the low-income units in theawdlopment.

All low-income housing developments may be subjectview at any time during the compliance period.

DSHA has the right to perform an on-site inspectibany low-income housing development throughethé of the
compliance period of the development. Each owfiardevelopment receiving credits must permit tadgrmance
of DSHA inspections. The owner of a low-income $iog development should notify DSHA when the

development is placed in service. DSHA reservesitiht to inspect the property prior to issuingslRorm 8609 to

verify that the development conforms to the repnesi@®ons made in the Application.
These regulations are effective as of January 92 ll8owever, if DSHA becomes aware of noncompligheg

occurred before that date, DSHA is required tofpdtie IRS of noncompliance. These regulationssatgect to

change at any time to comply with Federal regutetio
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Minimum Low Income Set Aside

The minimum criteria for low-income set-asides asdollows:
A)  Twenty percent (20%) of the residential unitaiproject shall be both rent-restricted and ocipi
by individuals whose income is fifty percent (5086)less of the area median gross income, or
B)  Forty percent (40%) of the residential unit@iproject shall be both rent-restricted and ocalipie

individuals whose income is sixty percent (60%]Jess of the area median gross income.

The owner may select either (A) or (B) as a mininggtiaside or a greater percentage, up to one eédiparcent.
The election is made at the time of application emgt be maintained throughout the compliance atehded use

periods.

For properties that receive HOME funds, at least faty percent (40%) of the units in a
building must be occupied by households at or below fiftygecent (50%) of the median
income limit. NOTE: BUILDINGS PLACED IN SERVICE AFTER 7/30/09,RE NOT
SUBJECT TO THIS PROVISION.

Rent Limitations

LIHTC units are rent-restricted. The maximum réwatt can be charged for a low-income unit cannoeed thirty

percent (30%) of the imputed income limitation aggdble to such unit (See - Rent Limits By NumbeBefirooms

chart).

Income Requirement

The maximum income requirement is fifty percent@®r less of the county gross median income basddmily
size or sixty percent (60%) or less of the coumtsg median income based on family size. The owteets the
income limit percentage to be used at the timeppfieation. The allowable incomes based on famittg can be

found in the Income Limits chart. The owner mus¢f on file verification of the tenant's income.

The owner must retain on file DSHA’s Annual Tenbntome Certification Form, documentation/ verifioatto
support all income sources, and a copy of the l&aseach unit of the project. The form includes following
information:

a) Tenant name, social security identification nersb

b) Family dependents and ages

C) Gross income and asset information

d) Sources of income

e) Full-time student status

The form must be signed by the tenant and accdptélde owner. By signing this document, the tensuertifying
that the information is true and correct. DSHAeregs the right to request this information at ame throughout
the compliance or extended use period, whicheveniger. Please see DSHA’'s Compliance Monitorirgniil

for proper documentation and certification procedur

82



Record keeping Requirements

As required by the IRS, all LIHTC projects must main and have available for inspection the follogvi

information on each building in the project for baear in the compliance period:

a)

b)

c)

d)

e)

)

)}
h)

K)

m)

The total number of residential rental unitshia building (including the number of bedrooms and
the size, in square feet, of each residential remi);

The percentage of residential rental units elthilding that are low-income units;

The rent charged on each residential rentalinnfte building (including the source and amount o
any utility allowance calculations);

The low-income unit vacancies in the buildinggeyl information that shows when and to whom the
next available unit(s) was rented,;

The number of occupants in each low-income unit;

The annual income certification of each low-ing@tenant per unit;

Documentation to support each low-income teeantome certification;

The eligible basis and qualified basis of thédmug(s) at the end of the first year of the Ctedi
period, IRS Form #8609 and all attachments;

A list of all tenants of the building(s) at iiat rent-up which includes the following: name of
occupant, number of persons, and annual income;

The character and use of the non-residentiaiqu(s) of the building included in the building's
eligible basis under Section 42(d) (e.g., tenatitifies that are available on a comparable basis t
all tenants and for which no separate fee is clibfgeuse of the facilities, or facilities reasohab
required by the project).

Documentation that the owner has not refusddaee a unit in the project to an applicant because
the applicant holds a voucher or certificate afieliity under Section 8 of the United States
Housing Act of 1937;

Documentation that the buildings and low-inconméts in the project were suitable for occupancy,
taking into account local health, safety, and boddcodes

(or other habitability standards), and the Statloal government unit responsible for making local
health, safety, or building code inspections ditlissue a violation report for any building or low-
income unit in the project. If a violation reportnotice was issued by the governmental unit, the
owner must attach a statement summarizing thetisolaeport or notice to the annual certification
submitted to DSHA. In addition, the owner mustestahether the violation has been corrected,;
No findings of discrimination under the Fair Hmg Act, U.S.C. 3601-3619, occurred for the
project. A finding of discrimination includes ad\weerse final decision by the Secretary of Housing
and Urban Development, 24 CFR 180.680, an advarakdecision by a substantially equivalent

state or local fair housing agency, 42 U.S.C 36j(jaor an adverse judgment from a federal court.

The records (listed above) for the first year @& @redit period must be retained for at léagears beyond the due

date (with extensions) for filinthe federal income tax return for the last yeahefcompliance Period of the

building. The records for each year thereaftertrbesetained for at leaétyears after the due date (with

extensions) for filingf the federal income tax return for that year.
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Annual Project Certification and Review

The owner must annually certify to DSHA that, foe foreceding 12-month period, the project has aeli¢he
following requirements:

a) The project met the required minimum set-asidengy higher set aside elected by the owner;

b) There was no change in the applicable fractendefined in Section 42(c)(1)(B)) of any buildinghe
project or that there was a change, and a desmmipfithe change;

c) The owner has received an annual income cettiific from each low-income tenant and documentaton
support that certification;

d) Each low-income unit in the project was rentynieted under Section 42(g)(2);

e) Allunits in the project were for use by the gext public and used on a non-transient basis xXoe
transitional housing for the homeless, providedeur&ection 42(i)(3)(B)(iii));

f) Each building in the project was suitable focopancy, taking into account local health, safaty
building codes (or other habitability standardsid ¢he state or local government unit responsitne f
making building code inspections did not issuepreof violation for any building or low income itim
the project.

g) There was no change in the eligible basis (&eetkin Section 42(d)) of any building in the proj, or that
there was a change, and the nature of the chargea(eommon area has become commercial space, or a
fee is now charged for a tenant facility formertpyided without charge);

h) All tenant facilities included in the eligiblabis under Section 42(d) of any building in thejget such as
swimming pools, other recreational facilities, ggadking areas, were provided on a comparable basis
without charge to all tenants in the building;

i) If alow-income unit in the project became vatcdaring the year, reasonable attempts were obeirey
made to rent that unit or the next available uhit@mparable or smaller size to tenants havingadifying
income before any units in the project were or iélrented to tenants not having a qualifying inepm

j) If the income of tenants of a low-income unit® project increases above the limit allowedent®n
42(g)(2)(D)(ii), the next available unit of comphlaor smaller size in the project was or will rated to
tenants having a qualifying income.

k) If a household consists of ALL full-time studensuch households met one of the exceptions edtiim
Section 42 (i)(3)(D) which prohibits households @gied entirely by full-time students in a low-incerax
credit unit;

[) The owner has not refused to lease a unit irptiogect to an applicant because the applicantshald
voucher or certificate of eligibility under Secti8rof the United States Housing Act of 1937;

m) No findings of discrimination under the Fair Hmg Act, U.S.C. 3601-3619,0ccurred for the projéct
finding of discrimination includes an adverse fidaktision by the Secretary of Housing and Urban
Development, 24 CFR 180.680, an adverse final aeclsy a substantially equivalent state or local fa
housing agency, 42 U.S.C 3616(a)(1), or an adyadsament from a federal court; and

n) An Extended Low-Income Housing Commitment, ascdbed in Section 42(h)(6) was in effect (for
buildings subject to Section 7108(c)(1) of the RexeReconciliation Act of 1989) (e.g. Declaratidn o
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Land Use Restrictive Covenants relating to Low-meoHousing Tax Credits is in effect and was recdrde

with the Recorder of Deeds in the applicable couynty

The owner must certify the above under penaltyesfysy. In addition, it is a state crime punisteaby fine of up to
$2,300 or up to 1 year in prison or both, to knajlyrmake any false statements concerning any oflbloe facts
as applicable under the provisions of Title 11,e0re Code, Section 1233.

The Annual Project Certification form needs to benpleted by the owner annually and forwarded to BSi#18
The Green, P.O. Box 1401, Dover, Delaware 199ahadAttention of Alice M. Davis, by January 15 afoh year.

DSHA shall review the Annual Project Certificatiosigomitted as required above for compliance wigh th
requirements of Section 42. In addition, as sehfon page 1 hereof, DSHA shall inspect at le8%b &f low-
income housing projects annually and shall inspgeeiow-income certification, the documentation tlvener has
received to support that certification, and the renord for each low-income tenant in at least 20%e low-

income units in those projects.

DSHA shall determine which tenants' records ateetinspected or submitted by the owners for review.
Furthermore, in connection with the inspection désd in the preceding paragraph, the records todpected
shall be chosen in a manner that will not give awrgéd low-income housing projects advance noties their
records for a particular year will or will not bespected. However, DSHA may give an owner reademnadiice

that an inspection will occur so that the owner raagemble records (for example, 30 days noticespection).

The certifications and reviews described in thigisa shall be made at least annually covering g&eln of the

applicable 15-year compliance period.

Annual Site Inspection

DSHA shall have the right to perform an on-sitgstion of any low-income housing project throulgé &€nd of
the compliance period or the extended use peribéthever is longer, of the buildings in the proje€hrough an
on-site visit, DSHA will annually perform an inspien of the owner's record-keeping for compliandthwi)
minimum low-income set aside requirements, 2) liemtations, 3) tenant income requirements, 4) rddeeping
requirements, 5) annual project certification 6ygibal inspection of at least 20% of the units egxéd, and 7) all
extended use restrictions/agreements. DSHA akmrves the right to perform a general physicaléntpn of the
building(s), if it is deemed necessary. The ownast make available all the information requiredd8HA to
perform its inspection during normal business hdorghe entire compliance period or until the efidhe extended

use period, whichever is longer.
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Notice to Owner

DSHA shall provide prompt written notice to the @wof a low-income housing project if DSHA does resteive
the Annual Project Certification, or does not rgeeair is not permitted to inspect the tenant inceemifications,
supporting documentation, and rent records destidbeve, or discovers by inspection, review, agdme other

manner, that the project is not in compliance i provisions of Section 42.

Notice to Internal Revenue Service

DSHA is required to file Form 8823 "Low-Income Hang Credit Agencies Report of Noncompliance” witke t
IRS no later than 45 days after the end of theeotion period specified in the written notice te thwner and no
earlier than the end of the correction period (Waebr not the noncompliance or failure to cerigfgorrected.)
DSHA must explain the nature of the noncomplianctaiture to certify and indicate whether the owhes
corrected the situation. Any change in eitherapplicable fraction or eligible basis that resuita decrease in the

qualifying basis is an event of noncompliance.

Correction Period
Should DSHA find a project to be in noncomplianathvection 42 of the Code, the owner must supply a
missing certifications, correct any findings, anmthl the project into compliance with the provisasf Section 42

within 60 days of the date of DSHA notificationdorrect the violation, unless extended by DSHA itting.

Compliance Monitoring Fee

DSHA will charge a monitoring fee on Tax Creditgdble units for performing the service of monitayithe LIHTC
project. For new projects, DSHA will charge $5@ pnit. This fee must be paid prior to receivémgallocation of
Tax Credits; at the issuance of IRS form 8609 erGlarryover Agreement, whichever is issued fiksr all
projects allocated credits after January 1, 198@uth December 31, 1996, the annual fee will begisunit and
will be due January 15 each year for the remaiggeys of the compliance period or for as long aklB&as

LIHTC monitoring responsibility for the project.

Compliance Monitoring Manual

DSHA has developed a "Compliance Monitoring Mandalbe used as a guide and reference for LIHTC

Compliance Monitoring Procedures. Upon reservabibhax Credits, a copy will be forwarded.
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APPENDIX C

Annual Owners Certification for Continuing Complian ce Report
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DELAWARE STATE HOUSING AUTHORITY
OWNER'S CERTIFICATE OF CONTINUING PROGRAM COMPLIANCE

Ceriification Dates: From: o

Project Mame: Project Mo:  DE-

Project Address: Gity: ST Fipc
Owmer Address: Gity: ST Zipc
Owmer Phane: Owmer E-Mail Address:

Taux 1D # of Ownership Entity:

[0 wno buikings have been Placed in Service
[0 atieast one building has been Placed in Service, but the owner elects to begin credit period in the following year
If eithver of the abowe applies, pleass check the appropriate box and procesd to page 2 to sign and date this form.

The undersigned on behalf of
[the "Owner), heneby certifies that:

1. The propect meets the minimum requirernents of: (check one)
[0 =20-s50test under Section 42(g)(1)(4) of the Code
[0 40-e0test under Section 42(g)(1)(B) of the Code
[ 15 - a0test for "deep rent-skewed” projects under Section 42(g)(4) and 142 {d}4)(E) of he Code
2 There has been o change in e applicabie fraction jas defined in Section 42(c){1)(E) of the Gooe) for any building in the
project
[0 Mochange [] Change
3 The owner has received an annual Tenant Income Gertification from each low-income ienant and documeniation to suppaort that

certification, or the owner has a re-certification waiver letter from the IRS ingood standing, has received an annual Tenant
Income Certification from each low-income tenant, and docurnentation to support the cerfification at Swdr initial cccupancy.

O ves O me

4. Each low-income unit in the project has been rent-restricted under Section 42(g)(2) of te Code:
O ves O me

5. Mo tenants in low-income units were evicied or had their tenancies terminated giher than for gogd cayse and no tenants had
an increase in the gross rent with respect o a low-income unit not otherwise permitied under Section 42,
O ves O me

6. All low-income units in the project ane and have been for use by the general public and used on a non-ransient basis (except
for transitional housing for the homeless provided under Section 42 ({){3HE)Ei) of the Code):
O ves O me O Homeless

7. Mo finding of discrimination under the Fair Housing Act, 42 U.5.G 3801-3818. has occumed for this project. A finding of
discrirmination inchudes an adverse final decision by the Secretany of Housing and Urban Development (HUD). 24 GFR 1800680,
an adverse final decision by a substantially equivalent stake or local fair housing agency, 42 U.5.G 3816a(a)(1). or an adverse
judgrrenit from a federal eourt

[0 MoFinding [] Finding
& Each building in Twe project is and has been suitable for occupancy, taking into account local health, safety. and building codes

jor other habitability standards), and the state or kecal govemment unit responsibie for making building code inspections did mot
issue a report of a viclation for any building or low income unit in the project

O ves O ne

If "Ma™, state nature of violation on page 3 and attach a copy of the viclation report as required by 26 GFR 1.42-5 and any
documentation of comection. (Note: Viclations other than those discovered at DSHA inspections.)
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10

12,

13

14

15

7.

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 Hochange [ cChange

If "Change”, state nature of change (e.g., a commaon area has become commerncial space, a fee is now charged for a tenant
Tacility forrmerty provided without charge, or the project owner has received federal subsidies with respect 1o the project which
had not been disciesed o the allocating authornty in writing) on page 3.

Adl tenant faciliies inciuded in the eligible basis under Section 42(d) of the Gode of any building in the project, such as
SWimming pools. other recreational facilities, parking areas, washeridnyer hookups, and appliances wene provided on a
comparable basis without charge bo all tenants in the buildings:

[0 ves O ne

If a kow-income unit in the project has been vacant duning the year, reasonable attempts were or are being made to rent that unit
or the next availabie unit of comparable or smaller size 1o Enants having a gualifying income before any units werne or will be
rented o enants mot having a qualifying income:

O Yes O we

If the income of tenants of a 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 e rented 1o enants having a qualifying
incoamie:

O ves O me

An exiended low-income housing commitment as described in section 42{h)(8) was in effect. including the requirement wnder
sechon 42(h){(8B)V) that an owner cannot refuse io lease a unit in the project to an appicant because the applicant holds a
voucher or certificaie of eligibility under Section & of the Uinited States Housing Act of 1837, 42 U.S.G. 14375, Owner has not
refused o lease a unit to an applicant based solely on their stahes as a hoider of a Section & woucher and the project otherwise
meets e provisions, including any special provisions, as outlined in the extended low-income housing commitment (not
applicable to bulldings with tax credits from years 1987-1988):

[0 vYes O e [ rma

The owner neceived its credit alliocation from e portion of the state ceiling set-aside for a project involving "gqualied non-profit
organizations" under Section 42{h)(5) of the code and its non-profit entity matenally participated in the operation of e

development within the meaning of Section 488(h) of the Gode.

O ves O me O wa

There has been no change in the ownership or management of the project

O Hgchange [ cChange

If "Change"complete page 4 detfailing the changes in ownership or management of Te project.

If @ household consists of ALL full-ime students, such households met one of the exceptions. outined in Section 42 (i)(3)(0)
which prohibits households occupied entirely by full-time students in a Iow-income iax credit units.

O Hochenge [ change

The owner, if required by Declaraton of Land LUse Restrictive Covenants Relating to Low Income Housing Tax Gredits, has not
refused 1o provide social and support services as an integral part of any development 1D improve the quality of life of the
residents of the Development:

[0 ves O ne

If "¥es", list all social services currentty provided o the residents of the Development on page 3.

Note: Failure to complhete this form in its entirety will result in noncompliance with program requirements. In addition, any
individual other than an owner or general partner of the project is not permitted to sign this form.

The project is othensise in compliance with Twe Gode, including any Treasury Regulations, the applicable Delaware Siabe Housing
Authority Aliocation Pian, and all ofver applicable laws, niles, reguiations and ordinances. This Certification and any atachments ane
signed UNDER PEMALTY OF PERJURY. Itis a s@te crime punishable by fine up 1o $2,300 or up to 1 vear in prison or both, to
Knowingly make any false satements conceming any of te above facts as applicable under the provisions of Titke 11, Delawane Code,

Secton 1233,
Owmership Enfity Signatune: Date:
Cornpietad Byitie: Date:
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LHIS SECTIONMUST DE COMPLETED FOR ALLEROPERTIES

BUILDING ID T:";L :c?:r BUILDING ID T’D;:L :;F-.- BUILDING 1D T:'TU:L :g:r

(BIN) # uNTs | TMCOME (BIN) # uniTs | MCOME (BIN) # uNTs | MCOME
UNITS UNITS UNITS
DE- DE- DE-
DE- DE- DE-
DE- DE- DE-
DE- DE- DE-
DE- DE- DE-
DE- DE- DE-
DE- DE- DE-
DE- DE- DE-
DE- DE- DE-
DE- DE- DE-
DE- DE- DE-
DE- DE- DE-
DE- DE- DE-
DE- DE- DE-
DE- DE- DE-
TOTAL # OF BUILDINGS:
FOR QUESTION 17: PLEASE COMPLETE IF ANSWERED “YES™,
TYPE OF SOCIAL SERVICE PROVIDER
FOR QUESTIONS 1-14: PLEASE EXPLAIN ANY ITEMS THAT WERE
QUESTION # EXPLANATION
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QUESTION 14 ONLY: IF ANSWERED “CHANGE™ COMPLETE ALl SECTIONS THAT ARE APPLICABLE

Transfer of Ownership

DATE OF CHANGE:

TAXPAYER ID NUMBER:

LEGAL OWNER MAME:

GEMERAL PARTHERSHIP:

STATUS OF PARTHERSHIP (LLC, ETC.):

Change in Owner Contact

DATE OF CHANGE:

OWHNER CONTACT:

OWNER CONTACT PHONE:

DWHNER CONTACT FAX:

OWNER CONTACT EMAIL-

Change in Management Contact

DATE OF CHANGE:

MANAGEMENT COMPANY NAME:

MANAGEMENT ADDRESSG:

CITY, STATE, ZIP:

MANAGEMENT CONTACT:

MANAGEMENT CONTACT PHONE:

MANAGEMENT CONTACT FAX:

MANAGEMENT CONTACT EMAIL-
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APPENDIX D

DSHA INCOME AND ASSET CHECKLIST AND APPLICABLE

SAMPLE VERIFICATION FORMS
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DELAWARE STATE HOUSING AUTHORITY
OWNER'S CERTIFICATE OF COMPLIANCE DURING EXTENDED USE PERIOD

Cerdfication Daies: From: o

Progect Mame: Project Mo:  DE-

Project Address: Gity: ST Fipe
Owmmer Address: City: ST: Fipe
Owmer Phane: Owner E-Mail Address:

Tax ID # of Ownership Entity:

The undersigned on behalf of
[the "Owner), heneby certifies that:

10

The requined applicable fraction has been met for each building by leasing units 1o individuals or families whose income is 50%
or 60, as imevocably elected by the owner at the ime of allocation, or less of the area median gross ncome (including
adjustreents for family size) as determined in accordance with Section 42 of Te Intermnal Revenue Gode:

[ ves O meo

The owner has neceived an annual Tenant Income Gertfication from each low-income tenant and docurnentation to support that
certification, and if the property contains both low-income and market units. the owner has also received an annual Tenant
Income Certification from each low-income resident

O Yes O me

Each low-income unit in the project has met rent resmction(s):

O Yes O me

NO tenants in low-income units were evicied or had their tenancies teminated other than for good cause and no tenants had

an increase in the gross rent with respect to a low-income unit not otherwise permmitied under Section 42:

[0 ves O me

Al Ipw-INCOMme units in the project ane and have been for use by the general public:

O ves 0O me

Mo finding of discrimination under the Fair Housing Act, 42 U.5.G 36801-3819, has occumed for this project. A finding of
discrirmination inchudes an adverse final decision by the Secretarny of Housing and Urban Development (HUD). 24 GFR 18600680,
an adverse final decision by a substantially equivalent stabe or local fair housing agency, 42 U.5.C 3818a(a)(1). or an adverse
judgrment from a federal court

[0 MoFinding [] Finding

Each building in Twe project is and has been suitable for occupancy, taking into account local health, safety. and building codes
jor other habitability standands), and the state or kscal govemment unit responsibie for making building code inspections did not
issue a report of a viclation for any building or low income unit in the project

O ves O me

If "No®, state nature of violation on page 3 and attach a copy of the violation report as required by 26 GFR 1.42-5 and any
documentaton of comection. (Note: Viclations other than those discovered at DSHA inspections.)

Adl tenant facilites inciuded in the eligible basis under Section 42(d) of the Gode of any building in the project, such as
SWimming pools. other recreational facilities, parking areas, washeridryer hookups, and appliances wene provided on a
comparable basis without charge to all tenants in the bulldings:

O ves O we

If a kow-income unit in the project has been vacant during the year, reasonable atbempts were or are being made to rent that unit
or the mext availabie unit of comparable or smaller size 1o ienants having a gualifying income befiore any units werne or will be
rented o enants mot having a qualifying income:

[ ves O we
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INTERVIEW/RE-CERTIFICATION CHECKLIST

YES/NO

=

Do you or any of your household members recieiveme from the
following sources?

* Employment........ccvveeeeeeeiviiiiiiie

* Public AsSiStance...........cccceeeeviiiiennenns

* Social Security/Social Security Insurance.......
* PENSIONS......ccvviieiiiiee e

Military Pay.......cccccvveeeiiiiim e
* Lottery WIinningS.........eeeeeeieeeieeiiiniienes
* Money Received from non-household membetrs..
* Income derived from a business or prgpavnned...

T

Do you or any of your household members have arnleof
following types of assets?

Savings ACCOUNt............ocoiieeviiiiiieeeennn.
Checking Account.........ccccccoeviiiiiiimenen.
Cash at home or anywhere else
Certificate of Deposits...........cccuvvevieenn.
Money Market/Trust Funds...........ccccceeeeenn.
Stocks, Bonds or Treasury Bills..................
*ARA'S i
* Lump Sum Receipts........c.vvvvmmmmmneeee
* Real Estate Property.......ccccccoeeeveecveennnn.
* "Whole Life" Insurance...........cceeceruveen.
* Other Investments................coommmeees _
* Has any household member disposedyohssets within the last 2 years?

b R .

w

Are there any full-time students, 18 years of
age or older, residing in the household?.........

APPLICANT/HOUSEHOLD STATEMENT

I hereby certify that the information listed abadsérue and correct.

Applicant/Resident Date

Owner/Management Agent Date
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PUBLIC ASSISTANCE VERIFICATION
DIVISION OF SOCIAL SERVICES
REQUEST FOR CLIENT INFORMATION FOR HOUSING VERIFICA TION

Client's Name
Address

Social Security No.:
Date of Birth:
DHSS I.D. No.:

| authorize release of the information below to for the purpose of detarm
my eligibility. Management Agent/Owner

Date Signature

kkkkkkkkkkhkkkkhkkkkhkkkkkkkkkkhkkkhkhkkkhkhkkkhkkkkkkkkkkhk kkkkkhkkkkhkkkhkkkkhkkkkkkkhkkk

Information Needed: Period from / /| o t [/ /

#in Family

Type of Assistance Monthly Amount

General Assistance $

Aid to Families with Dependent Children $

General Assistance $

Child Support $

Amount of Disregard Payment:
(not to exceed $50) $

Food Stamps $
Other Income:
Source: $

Total $

REMARKS:
NAME OF CASEWORKER: TEHDNE#

*kkk * *% * *%k%k * *% * *kkk *% * *k%k * *%

Date Signature:

Title: Social Worker Assistant
Telephone#

After completing form, send to:

98



EMPLOYMENT VERIFICATION

| THIS SECTION TO BE COMPLETED BY MANAGEMENT AND EXEGTED BY TENANT

TO: (Name & address of employer) Date:

RE:

Applicant/Tenant Name Social Security Number Unit # (if assigned)

| hereby authorize release of my employment infdiona

Signature of Applicant/Tenant Date

The individual named directly above is an applicantenant of a housing program that requires verificdion of income. The
information provided will remain confidential to satisfaction of that stated purpose only. Your promptresponse is crucial
and greatly appreciated.

Project Owner/Management Agent

Return Form To:

[THIS SECTION TO BE COMPLETED BY EMPLOYE

Employee Name: Job Title:
Presently Employed:  Yes No Date First Employed Last Day of Employment
Curr{ant Wages/Salary:_$ (circle one) -houty weeky bi-weekly semi-monthly monthy yealy other
Average # of regular hours per week: Year-to-date earnings: $
From / / through / /
Overtime Rate: $ per hour Average # of overtime hours per week:
Shift Differential Rate: $ per hour Average # of shift differential hours perek:
Comjmissions, bonuses, tips, other: $ (circle one) -houtly  weeky  bi-weekly semi-monthly montlly yealy other_
List any anticipated change in the employee'saffmy within the next 12 months: ; Effective date:

If the employee's work is seasonal or sporadiggaendicate the layoff period(s):

Additional remarks;

Employer's Signature Employer's Printed Name Date

Employer [Company] Name and Address

Phone # Fax # E-mail

NOTE: Section 1001 of Title 18 of the U.S. Code makesdtiminal offense to make willful false statenseat misrepresentations to any Department or Ageficy
the United States as to any matter within its gliction. 99



PENSION VERIFICATION

Date

Dear Sir/Madam:

We are required by the Internal Revenue Servic8) iR verify the incomes of all family members ajipd for
admission to any Low Income Housing Tax Credit Paoghousing. The Delaware State Housing Authority
monitors compliance for IRS requirements. Pleasepdete the form below and return it to the addstgsvn
above as soon as possible. This information wily e used to determine the family's eligibiliy admission or
continued occupancy.

Your cooperation is appreciated.

Sincerely,
Title
Applicant/Resident S.S.#
Address
| authorize the release of the information below to for the purposes of
determining my eligibility. Management Agent/Owne
Date Signature
Wage Earner
Beneficiary (Other than wage earner) Relationship to wage earner
Address
() Amount of Pension $ peartmo
(2) Effective date payment commenced
Remarks
Date Signature
Printed Name:
Title Telephone #
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CHILD SUPPORT VERIFICATION

Date

Dear Sir/Madam:

We are required by the Internal Revenue Servic8) iR verify the incomes of all family members ajipd for
admission to any Low Income Housing Tax Credit Paoghousing. The Delaware State Housing Authority
monitors compliance for IRS requirements. Pleasepdete the form below and return it to the addstgsvn
above as soon as possible. This information wily e used to determine the family's eligibiliyr admission or
continued occupancy.

Your cooperation is appreciated.

Sincerely,

Title
kkkkkkkkkkkkkkkkkkkkkkkkkkkkkkhkhhhkhhkkkkkkkkkkkkkkx kkkkkkkkkkkkkkkkkkkkkkkhkhkkx
Applicant/Resident S.S#

Address
Name of Contributor S.#S
Address
| authorize the release of the information below to for the purposes of
determining my eligibility. Management Agent/Owne
Date Signature
kkkkkkkkkkkkhkkkkkkkkkkkkkkkkhkhkhhhhkhhkkkkkkkkkkkkhkkx kkkkkkkkkkkkkkkkkkkkkkkhkhkk
Name of Child Recipient
Address
Amount of Support Payment $ per
This person has been receiving support from

NaofeContributor

since
Relation to Recipient Date
Date Signature

Printed Name:
Title Telephone #
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CHILD SUPPORT AFFIDAVIT

This is to state that I, of
(name) (address)

being duly sworn make the following statement: (€ not) receive support for my (child) (children)

State Amt. How Long
Child(ren)'s Father's per wk. or Payment Beras
Name(s) Name(s) mo. rec'd rec'd not rec'd
Special Remarks:
(Signature)
Sworn to and subscribed before me this ay ofi 19

(Notary Public)

Phone
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SOCIAL SECURITY VERIFICATION

Date

Dear Sir/Madam:

We are required by the Internal Revenue Servic8) iR verify the incomes of all family members ajipd for
admission to any Low Income Housing Tax Credit Paoghousing. The Delaware State Housing Authority
monitors compliance for IRS requirements. Pleasepdete the form below and return it to the addstgsvn
above as soon as possible. This information wily e used to determine the family's eligibiliy admission or
continued occupancy.

Your cooperation is appreciated.

Sincerely,

Title
kkkkkkkkkkkkkkkkkkkkkkkkkkkkkkhhhhhkkhkkkkkkkkkkkkhkkx kkkkkkkkkkkkkkkkkkkkkkkkkkkkkhkhkhkhkkhkk
Applicant/Resident S.S#

Address
| authorize the release of the information below to for the purposes of
determining my eligibility. Management Agent/Osvn
Date Signature ApalitResident
Recipient S.#S.
Address
Assistance Type: oss@fonthly Amount
TOTAL..
Medicare Deduction Yes No AMOUNT
Date Signature
Printed Name:
Title Telephone #
Phone
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VETERAN'S BENEFITS VERIFICATION

TO: (Name & Address)

RE:

Applicant/Tenant Name Social Security Number Unit # (if assigned)

| hereby authorize release of the requested information.

Signature of Applicant / Tenant Date

We are required by the Internal Revenue Service (IRS) to verify the incomes of all family members applying for
admission to any Low Income Housing Tax Credit Program housing. The Delaware State Housing Authority monitors
compliance for IRS requirements. Please complete the form below and return it to the address shown above as soon
as possible. This information will only be used to determine the family’s eligibility for admission or continued
occupancy. Your cooperation is appreciated.

Sincerely,

Title

MAIL OR FAX THIS FORM TO:

THIS SECTION TO BE COMPLETED BY VETER ANS ADMINISTRATION

Compensation (Service Connected):

() Disability $ () Death % () Dependency and Indemnity  $
Pension (Non-Service Connected):

() Disability $ () Death _$

Effective date of current award:

Other Payments Monthly Amount
Changes: If any change is contemplated, explain below:

VETERAN'S ADMINISTRATION CENTER

Signature: Date:
Print your name: Tel. #:
Title:

Address:

Warning: Section 1001 of Title 18 of the U.S. Code makes it a criminal offense to make willful false statements or
misrepresentations to any Department or Agency of the United States as to any matter within its jurisdiction.
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Date:
TO:

WORKER'S COMPENSATION VERIFICATION

Dear Sir/Madam:

We are required by the Internal Revenue Servic8) iR verify the incomes of all family members apd) for
admission to any Low Income Housing Tax Credit Paoghousing. The Delaware State Housing Authority
monitors compliance for IRS requirements. Pleasepdete the form below and return it to the addstgsvn
above as soon as possible. This information wily e used to determine the family's eligibiliyr admission or
continued occupancy.

Your cooperation is appreciated.

Sincerely,

Title
kkkkkkkkkkkkkkkkkkkkkkkkkkkkhkhhhhhhkhkkkkkkkkkkkkhkxkx kkkkkkkkkkkkkkkkkkkkkkkkkx
Applicant/Resident: SS. #

Address
| authorize the release of the information below to for the purposes of
determining my eligibility. Management Agenii@er
Date Signature
Name of Applicant S. 15
Address
)] Total workmen's compensation received from to
was $

(2) Compensation payments were effective
€)) Amount of present workmen's compensationdedteived is $

per .
4) Is any increase or decrease in amount of emisgtion payments
anticipated? Yes No Ifyes, $ of increase/decrease. When?

(5) Remarks

Date Signature
Printed Name:

Title Telephone #
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MILITARY PAY VERIFICATION

TO: (Name & Address)

RE:

Applicant/Tenant Name Social Security Number Unit # (if assigned)

| hereby authorize release of the requested information.

Signature of Applicant / Tenant Date
We are required by the Internal Revenue Service (IRS) to verify the incomes of all family members applying for
admission to any Low Income Housing Tax Credit Program housing. The Delaware State Housing Authority monitors
compliance for IRS requirements. Please complete the form below and return it to the address shown above as soon
as possible. This information will only be used to determine the family’s eligibility for admission or continued
occupancy. Your cooperation is appreciated.

Sincerely,

Title

MAIL OR FAX THIS FORM TO:

THIS SECTION TO BE COMPLETED BY THE MILITARY

INCOME PAY PER MONTH

* Basic Pay Allowance for Housing

Base Pay and Longevity Pay

Proficiency Pay

Sea and Foreign Duty Pay

Hazardous Duty Pay

Subsistence Allowance

Separate / Commuted Rations** (if meal card, enter N/A)

Quarters Allowance (Include only amt. contributed by Government)

Number of Dependents Claimed

©* A AP B P B P B

Other

TOTAL AMOUNT RECEIVED MONTHLY

*Until January 1, 2012, Basic Pay Allowance for housing is disregarded for properties located in a county that contains a qualified
military installation to which the number of members assigned to units based out of the military installation as of June 1, 2008, has
increased by 20% or more from December 31, 2005. This applies to the county that contains the military installation and also to
adjacent counties. A qualified military installation is a military installation or facility with 1,000 or more members as of June 1, 2008.
Please indicate if this military installation is qualified as defined above: __Yes ___No

**|t is our understanding that the commuted rations are received monthly unless the solder is in the field.

Please indicate the number of days the soldier is anticipated to be in the field in the next 12 months.

Military Personnel Officer

Signature: Date:
Print your name: Tel. #:
Title:

Address:

Warning: Section 1001 of Title 18 of the U.S. Code makes it a criminal offense to make willful false statements or
misrepresentations to any Department or Agency of the United States as to any matter within its jurisdiction.
3/09
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UNEMPLOYMENT VERIFICATION

Division of Unemployment Insurance Date
Carroll's Plaza

P.O. Box 616

Dover, DE 19903

Dear Sir/Madam:

We are required by the Internal Revenue Servic8) iR verify the incomes of all family members ajipd for
admission to any Low Income Housing Tax Credit Paoghousing. The Delaware State Housing Authority
monitors compliance for IRS requirements. Pleasepdete the form below and return it to the addstgsvn
above as soon as possible. This information wily e used to determine the family's eligibiliyr admission or
continued occupancy.

Your cooperation is appreciated.

Sincerely,
Title

Name of Applicant .S.#S
Address
| authorize the release of the below information to for the purposes of
determining my eligibility. Management Agent/Osvn
Date Applicant Signatur
l. Total unemployment compensation received from to was

$
2. Compensation payments were effective
3. Amount of present unemployment compensationgoedneived is

$ per
4, Is any increase or decrease in amount of comagienspayments anticipated? Yes No

If yes, amount $ of increase/decrease.

When?
5. Any extensions anticipated? Yes No__ fyed, the extension period will be

from to $

Remarks

Date Signature

Printed Name:
Title Telephone #

Phone
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BANKING VERIFICATION

Branch Address:
Date

Dear Sir/Madam:

We are required by the Internal Revenue Servic8) iR verify the incomes of all family members ajipd for
admission to any Low Income Housing Tax Credit Paoghousing. The Delaware State Housing Authority
monitors compliance for IRS requirements. Pleasepdete the form below and return it to the addstgsvn
above as soon as possible. This information wily e used to determine the family's eligibiliyr admission or
continued occupancy.
Your cooperation is appreciated.

Sincerely,

Title
kkkkkkkhkkkhkhkkhhkhkkhkhhkkhkhhkhhhkhhhkkhhhkrrhhkkrxiik kkkkkkkkhkkkhhkkkhhhkkkhkhkkhkhhkhhkhxkx
Applicant/Resident S.S#
Address
| hereby authorize the release of the informatielol for use in determining eligibility.

Date Signature
kkkkkkkkkkkkkkkkkkkkkkkkkkkkkkhkhhhkkhkkkkkkkkkkkkhkkx kkkkkkkkkkkkkkkkkkkkkkkkkkkhkhhhhkkkx

BANKING INFORMATION

INTEREST PAID

ACCOUNT TYPENUMBER BALANCE INTEREST RATE WITHIN LAST 12 MONTHS
Checking % $
*Avg. 6 month
Savings % $
*Current
Savings % $
*Current
Certificate of Deposit % $
*Current

Please list any other accounts and balances hetlikbgbove named person:

% $
% $
*Current
OTHER INFORMATION:
Date Signature
Printed Name:
Title Telephone #
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To: (Name and address of Pension/Annuity Administrator) Date:

RE:

(Applicant/Tenant) Social Security Number Unit Number (if
assigned)

| hereby authorize release of my asset/income médion.

Signature of Applicant/Resident Date

The individual named directly above is an appli¢@ntant of a housing program that requires veritoca
of assets and income. The information provided mithain confidential to satisfaction of that stated
purpose only. Your prompt response is crucial amatly appreciated.

Property Owner/Management Agent

RETURN FORM TO:

| THE FOLLOWING IS TO BE COMPLETED BY AUTHORIZED PERS ONNEL:

Type of Annuity: Fixed ? Variable ?

Does owner have the right to withdraw the balapicde annuity? Yes ? No ?

If Yes, are there any penalties? YES? Est. Penalty No?

Date of Initial Award Payment: |

Date Account Opened: |

Current Monthly Gross Payment Amount: $

Estimated Annual Growth Rate/Return on the Annuity

Amount Received in a Lump Sum: $
Total Amount Initially Invested: $
Current Account Balance in Annuity: $
Authorized Representative Title
Date Telephone

Warning: Section 1001 of Title 18 of the U.S. codé$hakesdriminal offense to make willful false statertenor
misrepresentations to any Department or Agenchefinited States as to any matter within its jucisadn.




CERTIFICATION OF ZERO INCOME
(To be completed by adult household members only, where applicable.)

Resident Name: Unit No.

Development Name: City:

Do you receive income from any of the following sou rces? Answer YES or NO for each item.

All information is subject to verification from thi rd party source.
_ Wages (including bonus/commissions, tips, fee, etc. Income from operation of a business
_ Unemployment Benefits Interest/dividends from assets
__ Worker's Compensation Annuities, insurance policies, stocks, etc.
____ Disability Payments Pensions, IRA, 401K
_____ Alimony Rental Income
_ Child Support Sales from Mary Kay, Tupperware, etc.
Regular cash or non-cash contributions from
persons
Not living in your household (i.e. regular gifts of Any other source not identified above

money, assistance with paying bills, etc.
| currently have no income of any kind and there is no imminent change expected in my financial status or
employment status during the next 12 months.
In addition to the above claim of no income, please provide a written explanation as to how your house hold intends to pay
for living expenses, certain services and/or necess ities.
Complete all that apply (write /NA if not applicabl  e):

Rent:

Utilities:
Food:

Family clothing:

Children’s school supplies:

Telephone and/or cable expense:

Cell Phone and /or personal expenses:

Medical care:

Prescription and/or over-the-counter drug expense:

Personal care products (toilet paper, toothpaste, etc.):

Vehicle insurance, gasoline, maintenance and up-keep:

Other transportation needs:

Garage rental:

Under penalty of perjury, | certify that the information presented in this certification is true and accurate to the best of my knowledge.
The undersigned further understand(s) that providing false representations herein constitutes an act of fraud. False, misleading or
incomplete information may result in the termination of a lease agreement.

Signature of Applicant/Tenant Printed Name of Applicant/Tenant Date
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CASH CONTRIBUTION VERIFICATION

| THIS SECTION TO BE COMPLETED BY MANAGEMENT AND EXEC UTED BY TENANT

TO: Date:
Phone:
Fax:
RE:
Applicant/Tenant Name Social Security Number

| hereby authorize release of my information to theMANAGEMENT COMPANY.

Signature of Applicant/Tenant Date

We are required by the Internal Revenue Servic8)YIR verify the incomes of all family members ajipd for admission to

any Low Income Housing Tax Credit Program developmé&he State Housing Finance Agency monitors diamgpe for these
IRS requirements. Please complete the form befaweturn it in the self addressed stamped envelsE®on as possible. This
information will only be used to determine the finsi eligibility for admission or continued occupan Your prompt response

is crucial and greatly appreciated

Project Owner/Management Agent
Return Form To:

THIS SECTION TO BE COMPLETED BY AN AUTHORIZED INDIV IDUAL

Purpose of Cash Contribution:

Amount anticipated to be contributed in the nEXtmonths? $

Contributor s Signature Title/Relationship

Date Telephone
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Date:

SCHOOL ADDRESS:

SCHOOL ENROLLMENT VERIFICATION

Dear Sir/Madam:

We are required by the Internal Revenue Servic8) R verify the incomes of all family members apd) for
admission to any Low Income Housing Tax Credit Paoghousing. The Delaware State Housing Authority
monitors compliance for IRS requirements. Pleasepdete the form below and return it to the addstgsvn
above as soon as possible. This information wily e used to determine the family's eligibilityr admission or
continued occupancy.

Your cooperation is appreciated.

Sincerely,

Title

kkkkkkkkkhkkkkkkhkkkkkkhkkhkkkkhkkkhkkkhkkkkkkhkkkhkhkkk kkkkkkkkkkkhkkkkhkhkkkhkkk

| hereby authorize the release of the informatielotw for use in determining eligibility.

Date Signature
1. Is he/she currently enrolled?Yes No
If yes, Date Enrolled

2. Number of credit hours currently being taken:

3. Is he/she a full-time studentYes No
If no, please describe status:

N

. Anticipated graduation/completion date

ol

. To your knowledge, does he/she have part-timg@ment?
Yes No If yes, where?

Authorized Signature Date

Title Phone
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Date:

Dear

The Internal Revenue Service (IRS) requires thap&rédically review your income and family compiasi to
determine if you are still eligible for the Low lmme Tax Credit Program.

An appointment has been scheduled for you at
on .
If you cannot keep this appointment, please comtectt the above number. Please know and/or laiithgyou:

1. Ifretired - amounts of income per month ornfie@m Social Security, Other Pensions, Veteransadly
and SSI amounts.

2. If you or any other member of the householdipleyed - either full-time or part-time and/or @ith
permanent or temporary basis, know the name anessldf employer (s) and the amounts earned
during the past twelve (12) months. KNOW THE PREFEHOURLY OR WEEKLY RATE OF PAY
BEFORE DEDUCTIONSor each worker in the household.

3. The name and address of the agency you arevilg@come from and the amounts of income per
month or per year. (Public Assistance, Unemployir@hild Support, Alimony, Workmen's
Compensation, etc.)

4. The name, address, and account numbers foall &ccounts to include checking, savings, cestiéis
of deposits, stocks and bonds (name, type, and atinand IRA's.

5. If possible, furnish a copy of all W-2 (Incomex) forms for each working member of the household.

If you have any questions on the above, pleasecbtite management office at
We appreciate your cooperation.

Sincerely,
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Date:

RE: SECOND RE-EXAMINATION NOTICE

Dear
On , We sard yotice for an appointment on
at for your scheduled re-certification interview.

You have failed to keep your appointment. Anotiggpointment has been assigned to you as follows:

DATE:

TIME:

PLACE:

Your failure to keep this appointment will resultthe termination of your leasdf necessary court action will be
taken to regain possession of your unit.

REMARKS:

If you have any questions, please contact the neamagt office at

Sindgre

Manager
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Date:

Dear

As a result of your recent re-evaluation, the fellog action is required:

Change Rent from $ $ to
Effective
Change Unit size from ed®om(s)
to Bedroom(s).
Your name has now been plaoethe Bedroom Transfer Waiting List.

No Change Necessary

Execute a new Lease on

REASON ( if applicable ):

We would like to thank you for your time and cocgt@n. Please continue to report all changesdarime and
family composition as they occur throughout thetrie&months. If you have any questions on the applease
contact the management office.

Sindgre

Manager
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PUBLIC HOUSING AUTHORITY
SECTION 8 CERTIFICATE/VOUCHER PARTICIPANT
INCOME VERIFICATION

Date:

Section 8 & Leasing
Wilmington Housing Authority
1400 Todds Lane
Wilmington, DE 19802

Dear Director of Occupancy:

We are required by the Internal Revenue Servic8) R verify incomes of all family members applyifog
admission or continued occupancy in any Low Incétoesing Tax Credit program housing. Please coraythet
form below and return it to the address shown alasveoon as possible. This information will ondyused to
determine the family's eligibility for admission eontinued occupancy. Your cooperation is apptedia

Sincerely,

Title

* * *% * *kk * *% * *% *% * *k%k * *% * *% * *

Applicant/Resident S.S# Address

| authorize the release of the information below to
for the purposes of determining my eligibility.

Date Signature

Date of Last Certification/Re-certification comg@dtby your office

We have determined that the above participanttnircdoes not exceed the applicable income limitefised in
Section 42 of the IRS Tax Code. 50% of median income ___ 60% of median income

Please complete:

Name of Household* Source of Income Annual Incorafie deductions
Type of Asset Cash Value of Asset Annual Incomenfidssets
Title, Signature, Telephone # Date

* Please list the names of household members winesee is included in the above figure. Pleastigeall
adults as well as children even if their incomeeso.
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PUBLIC HOUSING AUTHORITY
SECTION 8 CERTIFICATE/VOUCHER PARTICIPANT
INCOME VERIFICATION

Date:

Delaware State Housing Authority

Att: Section 8 Certificate/Voucher Program
26 The Green

Dover, DE 19903

Dear Sir/Madam:

We are required by the Internal Revenue Servic8) R verify incomes of all family members applyifog
admission or continued occupancy in any Low Incéfoesing Tax Credit program housing. Please coraythet
form below and return it to the address shown alasveoon as possible. This information will ondyused to
determine the family's eligibility for admission eontinued occupancy. Your cooperation is apptedia

Sincerely,

*kkkkk * *% * *%k%k * *% * *kkkkk *%

Applicant/Resident S.S#
Address

| authorize the release of the information below to
for the purposes of determining my eligibility.

Date Signature

*kkkkk * *% * *%k%k * *% * *kkkkk *% * *kkk * *%

Date of Last Certification/Re-certification commdtby your office

We have determined that the above participanttnircdoes not exceed the applicable income limitefised in
Section 42 of the IRS Tax Code. 50% of median income ___ 60% of median income

Please complete:

Name of Household* Source of Income Annual Incorafole deductions
Type of Asset Cash Value of Asset Annual Incomenfisssets
Title, Signature, Telephone # Date

* Please list the names of household members wingsene is included in the above figure. Pleastudeall
adults as well as children even if their incomedso.
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PUBLIC HOUSING AUTHORITY
SECTION 8 CERTIFICATE/VOUCHER PARTICIPANT
INCOME VERIFICATION

Date:
Executive Director
Dover Housing Authority
76 Stevenson Drive
Dover, DE 19901

Dear Executive Director:

We are required by the Internal Revenue Servic8) R verify incomes of all family members applyifog
admission or continued occupancy in any Low Incétoesing Tax Credit program housing. Please coraythet
form below and return it to the address shown alasveoon as possible. This information will ondyused to
determine the family's eligibility for admission eontinued occupancy. Your cooperation is apptedia

Sincerely,

Title

kkkkkkkkkkkhkkkkhkkkkhkkkkkkkkkhkkkhhkkhkhkkkhkkkkkkkhkkkk kkkkkkkkkhkkkkhkkhkkkkkkhkkhhkkkhkkkkhkkkkkkkk

Applicant/Resident S.S#
Address

| authorize the release of the information below to
for the purposes of determining my eligibility.

Date Signature

*kkk * *% * *%k%k * *% * *kkkkk *% * *k%k * *% *

Date of Last Certification/Re-certification commdtby your office

We have determined that the above participanttnircdoes not exceed the applicable income limitefised in
Section 42 of the IRS Tax Code. 50% of median income ___ 60% of median income

Please complete:

Name of Household* Source of Income Annual Incorafole deductions
Type of Asset Cash Value of Asset Annual Incomenfisssets
Title, Signature and Telephone # Date

* Please list the names of household members wingsene is included in the above figure. Pleastudeall
adults as well as children even if their incomeeso.
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PUBLIC HOUSING AUTHORITY
SECTION 8 CERTIFICATE/VOUCHER PARTICIPANT
INCOME VERIFICATION

New Castle County Community Services

Att: Section 8 Certificate/Voucher Program Date:
New Castle County Government Center

87 Reads Way

New Castle, DE 19720

Dear Sir/Madam:

We are required by the Internal Revenue Servic8) R verify incomes of all family members applyifog
admission or continued occupancy in any Low Incéfoesing Tax Credit program housing. Please coraythet
form below and return it to the address shown ala@veoon as possible. This information will ondyused to
determine the family's eligibility for admission eontinued occupancy. Your cooperation is apptedia

Sincerely,

Title

kkkkkkkkkkkhkkkhkkkkhkkkhkkkhkkkhkkkhkhkkkhkhkkkhkkkkkkkhkkkk kkkkkkkkkhkkkkhkkhkkkkkkhkkhkhkkkhkkkkhkkkhkkkkk

Applicant/Resident S.S#
Address

| authorize the release of the information below to
for the purposes of determining my eligibility.

Date Signature

Date of Last Certification/Re-certification comg@dtby your office

We have determined that the above participanttnircdoes not exceed the applicable income limitefised in
Section 42 of the IRS Tax Code. 50% of median income ___ 60% of median income

Please complete:

Name of Household* Source of Income Annual Incorafole deductions
Type of Asset Cash Value of Asset Annual Incomenfidssets
Title, Signature, Telephone # Date

* Please list the names of household members winesee is included in the above figure. Pleastigeall
adults as well as children even if their incomedso.
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SPECIAL INSTRUCTIONS FOR
ROUNDING CERTIFICATIONS

When computing applicant eligibility, certificatismnd re-certifications, the rules listed below tnesfollowed for
rounding to the nearest dollar.

1. Do not round off prior to the final figure.

2. Always round 1 cent to 49 cents down and 5@sc&en99 cents up.
(e.g. $95.49 = $95.00; $95.50 = $96.00)

3. The final tenant income should always be rourtddtie nearest dollar.

4. Example — Rounding Procedures

Amount Rounded Amount

$49.49 $49.00

$49.50 $50.00
Carry decimals from one step to another on calimratmade before a
entry is made.

5. Examples of Rounding

In computing an individual tenant's income, an howage should be computed
as follows:

**(40 hours per week x 52 weeks = 2,080 hours gary

Example:

33.25 hours per week x 52 weeks x $5.11/hour
33.25 x 52 = 1,729 hours per year
1,729 x $5.11 = $8,835.19**
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REAL ESTATE VHRCATION

TO: . RE
Name

Social Security Number

FROM:
ankriiou for your prompt response. All informatisrconfidential.
s@Emntact
at if you hayegarestions.

We are required by the Internal Revenue ServicB) 1R verify the incomes of all family members ajfipd for admission to any Low Income
Housing Tax Credit Program housing. The DelawaateSHousing Authority monitors compliance for IR§uirements. Please complete the
form below and return it to the address shown as ss possible. This information will only be usedietermine the family's eligibility for
admission or continued occupancy. Your cooperas@ppreciated.

Release: | hereby authorize the release of theestgd information. Information obtained under ttossent is limited to information that is
no older than 12 months.

Signhature Date

THIS SECTION TO BE COMPLETED BY REALTOR, MORTGAGHEBR CLOSING COMPANY

Description of Property: (acreage, type of struesuetc.)

Address or location: (street address or legalrifgtgmm)

Market Value $

If this property were sold, please estimate expehstow:

Broker Fees $ Settlement Costs: $
Legal Fees $ er@@pecify) $
Balance on Loan/Mortgage $ ash @alue $

Signature of Agent or Broker/Company Name:

Print your name: Date:

Address: Tel. #:

Warning: Section 1001 of Title 18 of the U.S. Codakes it a criminal offense to make willful falgdatements or misrepresentations to any Department o
Agency of the United States as to any matter wittsijurisdiction

Real Estate Verification 05/2005
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STOCKS / BONDS VERIFICATION

TO: (Name & address)

RE:

Applicant/Tenant Name Social Security Number Unit # (if assigned)

| hereby authorize release of the requested infiioma

Signature of Applicant/Tenant Date

We are required by the Internal Revenue ServicB)IR verify the incomes of all family members afpd for admission to any Low Income
Housing Tax Credit Program housing. The DelawaateSHousing Authority monitors compliance for IR§uirements. Please complete the
form below and return it to the address shown belswoon as possible. This information will ondyused to determine the family's eligibility
for admission or continued occupancy. Your coopends appreciated.

Property Owner/Management Agent

MAIL OR FAX THIS FORM TG

STOCKS:
Name of Stock Company:
Current Market Value minus broker/legal fees fonwersion to cash:

$

Total dividends paid in previous 12 months (incldde even if reinvested):
$

Name of Stock Company:

Current Market Value minus broker/legal fees fongrsion to cash:

$

Total dividends paid in previous 12 months (incldde even if reinvested):
$

BONDS:

Name of Issuing Agent

Current Market Value minus broker/legal fees for nersion to cash:
$

Total interest paid in previous 12 months:
$

Name of Issuing Agent:

Current Market Value minus broker/legal fees for ngrsion to cash:
$

Total interest paid in previous 12 months: $

Signature of Broker or Authorized Official

Signature: Date:

Print your name: Telephone #:

Title:

Company Name

Address

Warning: Section 1001 of Title 18 of the U.S. Cadakes it a criminal offense to make willful falseatements or misrepresentations to any
Department or Agency of the United States as tomaatger within its jurisdiction.
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FOSTER CARE VERIFICATION FORM
(For use in verifying full time student eligibility)

TO: (Name & address)

County of Foster Care Placement:

Applicant/Tenant Name Social Security Number Unit # (if assigned)

Applicant/Tenant Address/ City / State / Zip Code

| hereby authorize release of the requested information.

Signature of Applicant/Tenant Date

We are required by the Internal Revenue Service (IRS) to verify the incomes of all family members applying for
admission to any Low Income Housing Tax Credit Program housing. The Delaware State Housing Authority monitors
compliance for IRS requirements. Please complete the form below and return it to the address shown below as soon
as possible. This information will only be used to determine the family's eligibility for admission or continued
occupancy. Your cooperation is appreciated

Project Owner/Management Agent

MAIL OR FAX THIS FORM TO:

THIS SECTION TO BE COMPLETED BY PUBLIC AUTHORITY
For purposes of determining the eligibility of full time students formerly in out-of-home placement in a
foster care system governed by Title IV, part B or E of the Social Security Act Foster Care Eligibility
Program, the above referenced individual:

Check box:

Has previously been in foster care from to
Has not previously been in foster care

Dept of Social Services/ Human Services

Signature: Date:
Print your name: Tel#:
Title:

Address:

Warning: Section 1001 of Title 18 of the U.S. Code makes it a criminal offense to make willful false
statements or misrepresentations to any Department or Agency of the United States as to any matter
within its jurisdiction.
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BUILDING CASUALTY LOSS NOFICATION

Internal Revenue Code Section 42(j)(4)(E) states buildings which are allocated tax credits amtqrted from
recapture of credits due to a casualty loss te#tent such loss is restored by reconstructioreplacement within
a reasonable period. Low-Income Housing Credit €@&rmust report to DSHA the casualty loss of adinug

within 30 days of the loss. Complete a separata for each building and submit to the addresswelo

Delaware State Housing Authority
18 The Green
Dover, DE 19901

BUILDING AFFECTED Building Identification No. (BIN): _DE-

Name of Project:

Address of Project:

City: State: Zip Code:
Owner:

Address:

City: State; Zip Code:

General Partner:

Taxpayer ID #:

Telephone:

The undersigned hereby certifies that the inforamafiresented herein is true and correct to thediéss/her knowledge. He/she further
certifies under penalty of perjury that the projemets the requirements of Internal Revenue CodeoBel2. He/she understands that false
statements are punishable as a felony under apfgiéederal statutes.

Date of Loss: | Totss: Partial Loss:

No. of Low-Income Units Affected: Nif Low-Income Households Displaced:

Write a brief description of the loss. Identifyyatauses of the loss. Attach a separate pagedat:

Estimated Time for Replacement: Aoaplie Fraction at Prior Year End:

Signature of Owner's Representative Date

BUILDING CASUALTY LOSS 05/2005
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ASSET VERIFICATION 401K

TO: (Name & address)

RE:

Applicant/Tenant Name Social Security Number Unit# (if assigned)

| hereby authorize release of the requested infooma

Signature of Applicant/Tenant Date

We are required by the Internal Revenue Servic8)YIR verify the incomes of all family members ajipd for admission to
any Low Income Housing Tax Credit Program housifige Delaware State Housing Authority monitors cbamze for IRS
requirements. Please complete the form below enulr it to the address shown below as soon ashp@sd his information
will only be used to determine the family's elidjilyifor admission or continued occupancy. Your gemtion is appreciated

Property Owner/Management Agent
MAIL OR FAX THIS FORM TO:

THIS SECTION TO BE COMPLETED BY 401K ADMINISTRATOR

PLEASE COMPLETE THE FOLLOWING:

Does the employee have access to any of the fuhile employed? Yes No
If no, please sign and date the bottom of this fan return.

If yes, what amount is available for withdrawal? $
Include only the amount available for withdrawBlo not include
amounts that an employee can take a loan againstmiist be repaid.

If this amount is zero, please sign and date thtoboof this form and return.

What is the current market value of the account? $
What is the penalty for withdrawal? $
What are the annual dividends or the current anyield? $ or %

401K Administrator

Signature: Date:
Print your name: . #iTel
Title:

Address :

Warning: Section 1001 of Title 18 of the U.S. Codhmkes it a criminal offense to make willful falseéatements or
misrepresentations to any Department or Agenchi@tinited States as to any matter within its jucisoin.

Asset Verification — 401K — 5/2005
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, KHUHE\ FHUWLI\ WKDW WKH VWQ® HmMRHPGW M VDH RWRH WKH B\HVWH RI P\ NQRZOH
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Warning: Section 1001 of Title 18 of the U.S. Codmakes it a criminal offense to make willful false tatements or misrepresentations to any
Department or Agency of the United States as to anyatter within its jurisdiction.
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Request for Occupancy Waiver

Property Name:

Date of Request:

Tenant Name:

Unit #:

Bedroom Size:

Household Size:

Reason for Request:

Printed Name:

Signature:

DSHA Use ONLY:
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APPENDIX E

ANNUAL TENANT INCOME CERTIFICATIO N AND INSTRUCTIONS

129



DELAWARE STATE HOUSING AUTHORITY

TENANT INCOME CERTIFICATION

Effective Date:

Move-in Date:

Initial Certification Recertification Other (MM/DD/YYYY)
] PART | - DEVELOPMENT DATA
Property Name: County: BIN #:
Address: Unit Number: # Bedrooms:
PART Il. HOUSEHOLD COMPOSITION
HH First Name & Middle| Relationship to Head Date of Birth | F/T Student| Social Security
Mbr # Last Name Initial of Household (MM/DD/YYYY) (Y orN) or Alien Reg. No.
1 HEAD
2
3
4
5
6
7
PART lll. GROSS ANNUAL INCOME (USE ANNUAL AMOUNTYS)
HH (A) (B © (D)
Mbr # Employment or Wages Soc. Security/Pensions Public Assistance Other Income
TOTALS $ $ $ $
Add totals from (A) through (D), above TOTANCOME (E): ¢
PART IV. INCOME FROM ASSETS
Hshld Mbr # (F) (G) (H) 0]
Type of Asset Cil Cash Value of Asset Annual Income from Asset
TOTALS: | $ $
Enter Column (H) Total Passbook Rate
If over $5000 $ X 2.00% = (J) Imputed Incomg $
Enter the greater of the total of column |, omdputed income  TOTAL INCOME FROM ASSETS (K) " $ "
(L) Total Annual Household Income from all Sour¢add (E) + (K)] | $

HOUSEHOLD CERTIFICATION & SIGNATURES

The information on this form will be used to deterenmaximum income eligibility. l/we have providéa each person(s) set forth in Part Il

acceptable verification of current anticipated aairincome. I/we agree to notify the landlord imnagely upon any member of the household
moving out of the unit or any new member moving lifwe agree to notify the landlord immediately npmy member becoming a full time

student. Under penalties of perjury, l/we centifgt the information presented in this Certificatis true and accurate to the best of my/our

knowledge and belief. The undersigned further tstdads that providing false representations heremstitutes an act of fraud. False,
misleading or incomplete information may resulthia termination of the lease agreement.

Signature

(Date)

Signature

(Date)

PART V. DETERMINATION OF INCOME ELIGIBILITY
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RECERTIFICATION ONLY :
TOTAL ANNUAL HOUSEHOLD INCOMEI Household Meets Current Income Limit x 140%:
$

FROM ALL SOURCES;] Income Restriction

From item (L) on page at: $
60% 50% Household Income exceeds 140% gt
40% 30% recertification:
% Yes No
Current Income Limit per Family Size: $
Household Income at Mave $ Household Size at Move-in:
PART VI. RENT
$
Tenant Paid Rent Rent Assistance: $
Utility Allowance $
Other non-optional chargess
GROSS RENT FOR UNIT] Unit Meets Rent Restriction at:
(Tenant paid rent plus Utility Allowance &
other non-optional charge§)$ g 60% ( 50% ( 40% ( 30%( ___ %
Maximum Rent Limit for this unit: $
PART VII. STUDENT STATUS

*Student Explanation:

ARE ALL OCCUPANTS FULL TIME STUDENTS? If yes, Entstudent explanation* 1 TANF assistance
(also attach documentation) 2 Job TraininggRnm
yes no 3 Single parent/dependent child
4 Married/joint return
Enter
1-4
PART VIll. PROGRAM TYPE
Mark the program(s) listed below (a. through e.) fehich this household’'s unit will be counted todathe property’s occupancy
requirements. Under each program marked, indibatdousehold’'s income status as established syértification/recertification.
a. Tax Credit b. HOME c. Tax Exempt d. HDF e.
(Name of Program)
See Part V above. Income Status Income Status Income Status
£ 50% AMGI 50% AMGI 50% AMGI Income Status
£ 60% AMGI 60% AMGI 80% AMGI
£ 80% AMGI 80% AMGI or*
ol or= ol
*x Upon recertification, household was determined-@weome (Ol) according to eligibility requiremerndfthe program(s) marked above.

| SIGNATURE OF OWNER/REPRESENTATIVE |

Based on the representations herein and upon tloéspaind documentation required to be submittedirtlividual(s) named in Part Il of this Tenant
Income Certification is/are eligible under the pgsians of Section 42 of the Internal Revenue Cadeamended, and the Land Use Restriction
Agreement (if applicable), to live in a unit inghProject.

SIGNATURE OF OWNER/REPRESENTATIVE DATE
INSTRUCTIONS FOR COMPLETING
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TENANT INCOME CERTIFICATION
This form is to be completed by the owner or amarized representative.
Part | - Development Data
Check the appropriate box for Initial Certificatitmove-in), Recertification (annual recertificatjpor Other. If Other,
designate the purpose of the recertification (aaunit transfer, a change in household compositioonther state-required
recertification).
Move-in Date Enter the date the tenant has ortakié occupancy of the unit.
Effective Date Enter the effective date of thdifieation. For move-in, this should be the mowe-i

date. For annual recertification, this effectiaealshould be no later than one year from
the effective date of the previous (re)certificatio

Property Name Enter the name of the development.

County Enter the county (or equivalent) in whibk building is located.

BIN # Enter the Building Identification Number (8) assigned to the building (from IRS Form
8609).

Address Enter the address of the building.

Unit Number Enter the unit number.

# Bedrooms Enter the number of bedrooms in the uni

Part Il - Household Composition

List all occupants of the unit. State each houkkim@mber’s relationship to the head of househgldding one of the following
coded definitions:

H - Head of Household S - Spouse

A - Adult co-tenant (0] - Other family member

C - Child F - Foster child(ren)/adult(s)
L - Live-in caretaker N - None of the above

Enter the date of birth, student status, and ssei@lrity number or alien registration number fackeoccupant.

If there are more than 7 occupants, use an additia sheet of paper to list the remaining household embers and attach
it to the certification.

Part lll - Annual Income

See HUD Handbook 4350.3 for complete instructionsnoverifying and calculating income, including accefable forms of
verification.

From the third party verification forms obtainedrfr each income source, enter the gross amountpatéd to be received for
the twelve months from the effective date of tt@dertification. Complete a separate line for gacbme-earning member. List
the respective household member number from Part Il

Column (A) Enter the annual amount of wages, &atips, commissions, bonuses, and other incoome émployment;
distributed profits and/or net income from a bus@e

Column (B) Enter the annual amount of Social SecuBupplemental Security Income, pensions, niifitatirement, etc.

Column (C) Enter the annual amount of income rexbirom public assistance (i.e., TANF, generaiséasce, disability,
etc.).

Column (D) Enter the annual amount of alimony|dkupport, unemployment benefits, or any otheotine regularly

received by the household.

Row (E) Add the totals from columns (A) through)(Bbove. Enter this amount.
Part IV - Income from Assets
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See HUD Handbook 4350.3 for complete instructionsnoverifying and calculating income from assets, ifading

acceptable forms of verification.

From the third party verification forms obtainedrfr each asset source, list the gross amount aateécifio be received during
the twelve months from the effective date of theifieation. List the respective household memivember from Part Il and

complete a separate line for each member.

Column (F)

Column (G)

List the type of asset (i.e., checkdiegount, savings account, etc.)

Enter C (for current, if the family cemntly owns or holds the asset), or | (for imputéthe family has disposed

of the asset for less than fair market value withio years of the effective date of (re)certifioaj.

Column (H)

Column (1)

TOTALS

Enter the cash value of the respeassaet.

Enter the anticipated annual incomerfithe asset (i.e., savings account balance meifdy the annual
interest rate).

Add the total of Column (H) and Column (i¢spectively.

If the total in Column (H) is greater than $5,090u must do an imputed calculation of asset incoEwter the Total Cash
Value, multiply by 2% and enter the amount in [dputed Income.

Row (K)

Row (L)

Total Annual Household Income From all Sources

Enter the greater of the total in Column (1) 9r (J

fedand (K) and enter the total

HOUSEHOLD CERTIFICATION AND SIGNATURES
After all verifications of income and/or assets ééeen received and calculated, each household enexgb 18 or older must
sign and date the Tenant Income Certification. rRove-in, it is recommended that the Tenant IncQesification be signed
no earlier than 5 days prior to the effective ddtthe certification.

Total Annual Household Income from
all Sources

Current Income Limit per Family Size

Household income at move-in
Household size at move-in

Household Meets Income Restriction

Current Income Limit x 140%

Part VI - Rent
Tenant Paid Rent
Rent Assistance
Utility Allowance

Other non-optional charges

Gross Rent for Unit
Maximum Rent Limit for this unit

Unit Meets Rent Restriction at

Part V — Determination of Income Eligibility

Enter the number from item (L).

Enter the @at Move-in Income Limit for the household size.

For recertifications, only. Enter the househaolcbime from the move-in certification. On the
adjacent line, enter the number of household mesrfibem the move-in certification.

Check the @mpate box for the income restriction that the $ehold meets according to
what is required by the set-aside(s) for the ptojec

For recertificationslyy  Multiply the Current Maximum Move-in Incomerhit by 140%
and enter the total. Below, indicate whether thedehold income exceeds that total. If the

Gross Annual Income at recertification is greatbent140% of the current income limit, then
the available unit rule must be followed.

Enter the amount the tenanttoayerd rent (not including rent assistance paymsuth as
Section 8).

Enter the amount of rent assistainany.
Enter the utility allowance. the owner pays all utilities, enter zero.

Enter the amount ofgmionalcharges, such as mandatory garage rent, storekgers
charges for services provided by the developmeéant, e

Enter the total of Tenant FRdht plus Utility Allowance and other non-optiochlarges.
Enter the maximwatiowable gross rent for the unit.
Check the apprapniant restriction that the unit meets accordog/hat is required by the

set-aside(s) for the project.
Part VII - Student Status
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If all household members are full time* studentseak “yes”. If at least one household member tsanfolll time student, check
“no”.

If “yes” is checked, the appropriate exemption nhestisted in the box to the right. If none of the&mptions apply, the
household is ineligible to rent the unit.

*Full time is determined by the school the studstends.

Part VIII — Program Type
Mark the program(s) for which this household’s wwiit be counted toward the property’s occupanauisesments. Under each
program marked, indicate the household’s incomieistas established by this certification/receddiiicn. If the property does

not participate in the HOME, Tax-Exempt Bond, Affable Housing Disposition, or other housing progri@ave those sections
blank.

Tax Credit See Part V above.

HOME If the property participates in the HOME pragr and the unit this household will occupy will cotowards
the HOME program set-asides, mark the appropriatermicting the household’s designation.

Tax Exempt If the property participates in the Exempt Bond program, mark the appropriate box mtitig the
household’s designation.

HDF If the property participates in the Housing Blepment Trust Fund Program (HDF), and this houlsého
unit will count towards the set-aside requirememtark the appropriate box indicting the household’s
designation.

Other If the property participates in any othepedfible housing program, complete the informat®apropriate.

SIGNATURE OF OWNER/REPRESENTATIVE

It is the responsibility of the owner or the owrserépresentative to signh and date this documentufiately following execution
by the resident(s).

The responsibility of documenting and determinifigileility (including completing and signing the fiant Income Certification
form) and ensuring such documentation is kepténtéimant file is extremely important and shouldtteducted by someone
well trained in tax credit compliance.

These instructions should not be considered a congik guide on tax credit compliance. The responsiliiy for compliance
with federal program regulations lies with the owne of the building(s) for which the credit is allowable.
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ASSET CERTIFICATION
Complete only onéorm per household; include assets of children.

Household Name: Unit No.

Development Name: City:

Complete all that apply for 1 through 4:
1. My/our assets include:

(A) (B) (A*B) Annual Source (A) (B) (A*B) Annual Source
Cash Int. Income Cash Value* Int. Income
Value* Rate Rate
$ $ Savings Account $ $ Checking Account
$ $ Cash on Hand $ $ Safety Deposit Box
$ $ Certificates of Deposit $ $ Money marketds
$ $ Stocks $ $ Bonds
$ $ IRA Accounts $ $ 401K Accounts
$ $ Keogh Accounts $ $ Trust Funds
$ $ Equity in real estate $ $ Land Contracts
$ $ Lump Sum Receipts $ $ Capital investsient
$ $ Life Insurance Policies (excluding Term)
$ $ Other Retirement/Pension Funds not namedeabo
$ $ Personal property held as an investment** :
$ $ Other (list):

PLEASE NOTE: Certain funds (e.g., Retirement, Remslrust) may or may not be (fully) accessiblgda. Include only those
amounts which are

*Cash value is defined as market value minus tis @bconverting the asset to cash, such as bsofeas, settlement costs,
outstanding loans, early withdrawal penalties, etc.

**Personal property held as an investment may inclde, but is not limited to, gem or coin collectionsart, antique cars,
etc. Do not include necessary personal property sh as, but not necessarily limited to, household faiture, daily-use
autos, clothing, assets of an active business, @esial equipment for use by the disabled.

2. Within the past two (2) years, l/we have sold ieeg away assets (including cash, real estate,fetcmore than
$1,000 below their fair market value (FMV). Thossaaunts* are included above and are equal to a ¢ft&l
(*the difference between

FMV and the amount received, for each asset ontwthis occurred).

3. I/we have nosold or given away assets (including cash, reat@setc.) for less than fair market value duthngy
past two (2) years.

4, I/we do not have any assets at this time.

The net family assets (as defined in 24 CFR 813.1)(#hove do not exceed $5,000 and the annual incofmem the net
family assets is

$ . This amount is included in total gross annual inoome.

The net family assets (as defined in 24 CFR 813.1)(%ceeds$5,000 and all verifications have been completechd the
value has been added to the total gross annual inbe. The annual income from the net family assets

Under penalty of perjury, l/we certify that thednfnation presented in this certification is truel aecurate to the best of my/our
knowledge. The undersigned further understantég)groviding false representations herein coristan act of fraud. False,
misleading or incomplete information may resulthia termination of a lease agreement.

Applicant/Tenant Date Applicant/Tenant Date
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DOCUMENTATION OF DECREASE IN FAMILY SIZE

Resident Name:

Address: Unit #

Effective , the following household member(s) will no longer
reside in the above unit:

Name:

Name:

Name:

Note: A household may continue to add and remove 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.

Check here if at least one original or qualifying household member resides in the unit.

The next annual recertification/self-certification for this unit is due . The above
change will be reflected in this recertification/self-certification.

Notes:
Head of Household Signature: Date:
Manager's Signature: Date:
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SELF CERTIFICATION OF UNBORN CHILD / ADOPTION / CUS TODY

Applicant's Name Social Security #

Address City State Zip Code

For purposes of determining the income limit and/or number of bedrooms applicable for my household
size, | hereby certify that | am:

Expecting a child (or children). The due date is:

In the process of adopting a child (or children).

In the process of obtaining custody of a child (or children).

Explanation:

Under penalties of perjury, | certify that the information presented in this Self-Certification is true and
accurate to the best of my knowledge and belief. The undersigned further understands that providing
false representations herein constitutes an act of fraud. False, misleading or incomplete information may
result in termination of the lease agreement.

Signature: Date:
Print your name: Tel. #
Current Address: SS #:

Warning: Section 1001 of Title 18 of the U.S. Code makes it a criminal offense to make willful false
statements or misrepresentations to any Department or Agency of the United States as to any matter
within its jurisdiction.
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ANNUAL STUDENT CERTIFICATION

This Annual Student Certification is being delivetie connection with the undersigned's applicatioalipancy in the
following apartment:

Head of Household Name: Building Address:

Unit Number:

Check A, B, or C, as applicable (note that studemtiside those attending public or private elemgnsahools, middle or
junior high schools, senior high schools, collegeiversities, technical, trade, or mechanical std)dmt does not
include those attending on-the-job training couxses

A. Household contains at least one occupantisvhat a student and has not been/will not be a
student for five months or more out of the cur@mt/or upcoming calendar year (months need not be
consecutive). If this item is checked, no furtimformation is needed. Sign and date below.

B. Household contains all students, but is fiedlbecause the following occupant(s)
is/are a PAME $tudent(s). Verification of part time student

status is required for at least one occupant.

C. Household contains all FULL TIME studentsfiee months or more out of the current and/or
upcoming calendar year (months need not be congegutf this item is checked, questions 1-5, befoust

be completed:

1. Are the students married and entitled to fijeiat tax return? (attach marriage certificatdax YES NO
return)

2. Is at least one student a single-parent witldl@bn) andthis parent is not a dependent of YES NO
someone elsa@ndthe child(ren) is/are not dependent(s) of somexther than a parent? (attach
student’s and if applicable, divorce/custody deareether parent’s most recent tax return)

3. Is at least one student receiving Temporarystesce to Needy Families (TANF), otherwise  YES NO
known as Aid to Families with Dependant Childref-(*C)? (provide release of information for
3 verification purposes)

4. Does at least one student participate in arprogeceiving assistance under the Job TrainingYES NO
Partnership Act, Workforce Investment Act, or undgrer similar, federal, state or local laws?

(attach verification of participation)

5. Does the household consist of at least onestuwdho was previously under foster care within ¥ ES NO
years of the effective date of the initial inconegtification? (provide verification of
participation)

Full-time student households that are income eligik and satisfy one of the above conditions are cadered eligible. If
questions 1-5 are marked NO, or verification doesat support the exception indicated, the householdiconsidered ineligible.

Under penalties of perjury, l/we certify that tméarmation presented in this Annual Student Cediion is true and accurate to the best of
my/our knowledge and belief. l/we agree to notiignagement immediately of any changes in this Hmids student status. The
undersigned further understands that providingefaépresentations herein constitutes an act ofifrabalse, misleading or incomplete
information may result in the termination of thade agreement.

All household members age 18 or older must signdael.

Signature (Date) Signature (Date)

Signature (Date) Signature (Date)
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APPENDIX F

INCOME LIMITS AND RENT CHARTS
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