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LOW INCOME HOUSING TAX CREDIT PROGRAM
QUALIFIED ALLOCATION PLAN

Introduction

The Federal Low Income Housing Tax Credit prograas @stablished by Section 252 of the Tax RefornoAct
1986 and was codified as Section 42 of the InteRelenue Code of 1986 as amended (IRC). The Revenue
Reconciliation Act of 1989 amended IRC Section y2dding Section 42(m) that requires allocatingnaigs to
allocate low-income housing tax credits pursuard fQualified Allocation Plan (QAP). The Delawarats
Housing Authority (DSHA) is the allocating agenoy the State of Delaware. The following Qualifidtbcation

Plan represents the standards and procedures ys&@SHA to perform its allocation and monitoring

responsibilities

Section 42(m) of the IRC states:
For purposes of this paragraph, the term “QualifAdlocation Plan” means any plan:
i)  Which sets forth selection criteria to be used¢termine housing priorities of the
housing credit agency that is appropriati@¢al conditions,
i)  Which also gives preference in allocating hagstredit dollar amounts among
selected projects to:
a) Projects serving the lowest income tenants
b) Projects obligated to serve qualified tenantgHe longest periods, and
c) Projects, which are, located in qualified certsasts...and the development of which
contributes to a concerted community revitalizasm.
iii) Which provides a procedure that the Agencydoragent or other private contractor
of such agency) will follow in monitoring for norempliance with the provisions of this section amd i
notifying the Internal Revenue Service of noncoamptie with the provisions of this section which such
agency becomes aware of and in monitoring for nompdiance with habitability standards through
regular site visits.
Certain Selection Criteria must be used: The selecriteria set forth in a qualified allocatiolap must
include:
i. Project location
ii. Housing needs characteristics
iii. Project characteristics, including whether fireject includes the
use of existing housing as part of a communitytedization plan

iv. Sponsor characteristics



v. Tenant populations with special needs housing
vi. Public housing waiting lists

vii. Tenant populations of individuals with chilare
viii. Projects intended for eventual tenant owngrsh
ix. Energy efficiency

X. Preserving historic character

The Low Income Housing Tax Credit (LIHTC) may beigied annually for ten (10) years by owners of, or
investors in, qualified low-income rental housinhe maximum amount of annual Credit is based en th
cost of development, the number of qualified loweime units, the Credit percentage rate, and theiamo
needed to make the development viable. The ar®nealit amount is determined at the time of final
allocation and remains constant for the entireyesgr-period. Cost of development is defined gdlyeaa the
depreciable basis of the property. This includmdt” costs such as engineering studies, architactu
specifications, fees connected with constructioaricing, relocation expenses, construction peritetést,
performance bonds and general contractor feestasmined by the cost certification and certified by
applicant's certified public accountant in accomawith Section 42. Land is not a depreciable iteer
Section 42 and therefore the cost of land acqaisibr imputed value of the land is excluded from ¢bst of
development. Other non-depreciable items includeoess, reserves, marketing expenses, and permiaent

fees.

Eligible developments include new construction satigal rehabilitation and acquisition, if substaht
rehabilitation is being don&he Credit Applicable Percentage for the 70% beelisulation for new and

rehabilitation developments will now be a minimuf®&6 until December 31, 2013

In the case of developments receiving acquisitiedlits, DSHA will underwrite and allocate creditskd on
the applicable rate issued by the Treasury Depattoree (1) month prior to application submissiod il

utilize an equity factor dictated by market corutis.



The following summarizes eligible development catags and indicates maximum annual credit percentag
rates:
Maximum Annual Credit

Percentage Rate/Present Value

New construction or substantial rehabilitation xiséng housing

Credit is based on qualified development costsuebis land, Minimum 9% credit value
acquisition costs and other non-depreciable castiefined under

Section 42 of the IRC. Qualified expendituresdobstantial

rehabilitation must be the greater of $6,000 oflifjgd basis per low-

income unit or 20% of unadjusted basis. DSHA hahér defined

substantial rehabilitation in the definition seatiof the QAP, and

DSHA reserves the right to further adjust the mimmsubstantial

rehabilitation requirement.

NOTE: Pursuant to IRC Section 42(d)(5)(c), in tase of any
building located in a qualified census tract oficifit development

area, the eligible basis of such building shallB8% of such basis.

30% present value
New construction or substantial rehabilitation xiséng housing

receiving a federal subsidy (grart)Any development receiving a tax-

exempt obligation or a federally funded grantiisiiéd to receiving

30% present value tax credits.

Acquisition cost of existing housingBasis of Credit is on the cost of 30% present value

acquisition minus land value. The 30% presentes&ltedit for
acquisition of an existing building can only beiiad if at least
minimum required substantial rehabilitation (greate$6,000 per
low-income unit or 20% of unadjusted basis) is halone at the same
time. DSHA has further defined substantial rehtditn in the
definition section of this QAP, and DSHA resenrves tight to further

adjust the minimum substantial rehabilitation reguient.



Developments are eligible for 30% present valuaCanly if the
date of acquisition is 10 years or more after #terlof the date the
building was last placed in service or the datthefmost recent
nonqualified substantial improvements were madewever,
acquisition credits may be obtained in less thagekds after the later
of the date the building was last placed in serevicthe date of the
most recent nonqualified substantial improvemergeewnade for
properties receiving federal subsidy such as HUEI&e 8, Section
221(d) 3, Section (d) 4, Section 236 & USDA Sectd® or any
other housing program administered by HUD or theaRiHousing

Service of the Department of Agriculture.

If a development fails to meet the minimum eligtigitequirements at any time during the compliapegod,
the "accelerated" Credit amount, plus interest, begubject to recapture by the IRS. The fedenratigonent
considers the Credit a 15-year benefit accelettatéeh (10) years. Therefore, the acceleratediCaetbunt
is the difference between the aggregate amountexfiCclaimed and the aggregate amount of Credit th

would have been available if the Credit was spmaat the entire 15-year period.

Effective for the 2009 QAP cycle, early dispositiof a building is a recapture event unless theanyosts a
satisfactory bond within six months of loan repagirend not later than four years of original issteaand
the second bond does not increase or generateanesvedits. The Housing Credit recapture bond hale
relaxed the rule on future and past dispositiora)ift is reasonably expected the building wilhtioue to be
operated as a qualified low-income building; (18 thxpayer elects to be subject to the new lorngéues of

limitations.

The Low Income Housing Tax Credit Program is compgled evolving. For example, changes in the
program adopted by Congress in 1989, 1990, 199RK),2ihd 2008 require careful review by persons who
have extensive experience and expertise with tioigrpm and it requirements. The explanation caetain
this QAP is qualified in its entirety, as it is grd summary of the LIHTC program and should nang way
be relied upon as legal advice. To that end,strisngly recommended that project sponsors irttedn
applying for a Tax Credit allocation contact thaix accountant and attorney to review this progithm,
Internal Revenue Code (IRC) and IRS RegulationS, filtings, IRS guidance and any other pertinent

information before pursuing the program.



As rules and regulations continue to be issuedhbyk S. Department of Treasury for all facets efltow
Income Housing Tax Credit Program, Tax Credit nestions and allocations will be made by DSHased
on existing regulations. Any changes of rules mapglirements, must be met by the owner/investar(sjder
for them to continue receiving the Tax Credit. Bagons, rulings, Revenue Procedures and Technical
Advice Memoranda (TAMS) are regularly issued bylR8. It is the sponsor’s obligation to understand

comply with the rules.

DSHA reserves the right to award a boost in eleghmsis of up to thirty percent (30%), as deterchinyge
DSHA, for the highest ranked property(ies) to mtdaemm financially feasible. This additionabost is not
available for properties that are in a Qualifiech€es Tract (QCT) or Difficult to Develop Area (DDANo
applications will be accepted with a basis boosiuited in the tax credit calculation. DSHA willtdemine

during the ranking/underwriting process if a bdmisst is needed for financial feasibility.

Notwithstanding anything herein to the contrary, inorder to assure that the QAP has

the flexibility to adjust to changes in financial narket conditions, DSHA in its sole discretion
may waive any section of the QAP (not otherwise redred by Section 42) which would
under such circumstances hinder the ability of DSHAo0 meet the goals and priorities of

the QAP.



DESCRIPTION OF HOUSING NEEDS AND PRIORITIES - 2007

In September 2007, Mullin & Lonergan Associatespasulting firm based in Pittsburgh,
Pennsylvania, completed a five-year statewide Imguseeds assessment for DSHA. The study,
which covers the years 2008-2012, will be useduidggDSHA's planning and resource allocation.
Following is an overview of rental housing needs.

Existing Households and Existing Housing

In summary, the greatest need for affordable hgugmains in the existing housing stock, in three
core areas: substandard housing; at-risk househwilolg in precarious circumstances; and
preservation of affordability and federal subsidresxisting sites.

1. Substandard Housing
At least 12,949 units, or 3.4% of the State’s hogisnventory, are estimated to be in
substandard condition, meaning that a unit is @&ftan atleast two structural systems and
is in need of substantial rehabilitation in ordentake it structurally sound, safe and
habitable. Of these, 4,814 are rental units o¥c0Bthe State’s occupied rental inventory.

Further, 4,031 of the state’s 13,615 assisted Irentts are estimated to be in need of
rehabilitation. This is estimated as 50% of thelstihat is 20 years or older. Most of these
units are assumed to need only moderate rehaloititat

Table 1: Rehabilitation Need 2008-2012

Assisted Rental Units Estimated in Need of Rehab
Substandard
Renter-Occupied In Sites Not
Units I;T(Sii:?nggE Due to Expire Subtotal
pire by by 2012

New Castle County 1,622 277 604 881
City of Wilmington 1,517 486 928 1,414
City of Newark 240 75 16 91
Kent County 528 261 186 447
City of Dover 104 218 248 466
Sussex County 1,147 374 261 635
Town of Georgetown 64 81 16 97
DELAWARE 4,814 1,772 2,259 4,031

Source: Mullin & Lonergan Associates (2007)

Note: The number of substandard renter-occupied unitsis based on an update, using demoalitions,
rehabs, and an estimate for dlippage, of the housing conditions survey conducted for the 2003-2007
Housing Needs Assessment. The estimate of assisted units in need of substantial rehab is derived by
multiplying assisted units > 20 years old by 50 percent.



2. At-Risk Households
24,901 renter households are considered to beskdt-f with less than $20,000 annual
income and pay more than 30 percent of their inctoward housing expenses and/or on
public housing and Section 8 waiting lists. Thesepus economic conditions place
households “At-Risk” — often one paycheck away ftommelessness. These households
need either one-time rental assistance or assestanmugh a rent subsidy to make that
existing unit more affordable. A percentage of éhesuseholds are also assumed to be
living in substandard or overcrowded units. Newstarction units are needed to
accommodate these households. This need is addresse following section oNew
Construction.

Table 2: At-Risk Households

Cost-burdened Renter Households| Households on Publig
Annual Income Annual Income Hogrs]in_g ac/d H%using THotaI Atr-]Rlig,k
oice Voucher ouseholds
< $10,000 $10,000 - $19,000 Waiting Lists
New Castle 2,438 4,297 823 7,558
County
City of 2,282 1,682 2,319 6,283
Wilmington*
City of Newark* 664 735 623 2,022
Kent county 798 1,012 1,058 2,868
City of Dover* 656 1,023 870 2,549
Sussex County 1,123 1,217 1,058 3,398
Town of 87 136 0 223
Georgetown*
DELAWARE 8,048 10,102 6,751 24,901

Source: Mullin & Lonergan Associates, Inc. (2007) * Not included in County totals

NOTE: Waiting lists for Kent and Sussex Counties were divided in half since the total reported was
not designated by county.

3. Preservation of Affordability and Federal Subsidies

There are 4,604 assisted rental units that coulddtelue to conversion to market rate housing by
2012 as a result of expiration of affordabilitytretions, non-renewal of a project-based Section 8
subsidy contract, or an owner’s election to pregpayortgage. This is 33.8% of Delaware’s assisted
rental housing stock. Of the potential 4,604 url{622 are family units developed with federal
Low-Income Housing Tax Credits (LIHTC), 209 areeglgt LIHTC units, 898 are family project-
based Section 8 units, and 1,150 are elderly prb@sed Section 8 units. An additional 325 units
with subsidies and affordability restrictions thgbuJSDA Rural Development will be eligible to
convert. lItis estimated, however, that slightlgd than ten percent of the total 4,604 will conver
Regardless, monitoring of these sites to prevemvesion or loss remains a high priority. Many
sites will require financial restructuring and adh infusion of capital for rehabilitation to remai
viable and continue as safe, decent, assisted remiaing.
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Table 3: Potential Expirations 2008-2012

Income-

Subsidized Units Restricted Units

Proectbased Rural Subtotal
roject-base ura Total
Section 8 Development LIHTC

Family | Elderly| Family| Elderly Family Elderly Family | Elderly
New Castle County 252 15 0 0 679 0 931 15 946
City of Wilmington 239 732 0 0 150 0 389 732 1,121
City of Newark 0 150 0 0 0 0 0 150, 150
Kent County 11 24 56 0 369 64 436 88 524
City of Dover 45 148 0 0 393 0 438 148 586
Sussex County 276 81 190 0 381 114 847 1951,042
Town of Georgetown 75 0 48 31 50 31 178 62 235
DELAWARE 898 1,150 294 31 2,022 209 3,214 1,390 046

Source: Mullin & Lonergan Associates, Inc. (2007)

Note: Stesand Unitswith both income restrictions (LIHTC) and subsidy (Section 8, Rural Development) are
categorized under the source that is dueto expire in the 2008-2012 period. For example, a site with Rural
Development (due to expire 2018) and LIHTC (due to expire 2010) would be categorized under LIHTC.

As indicated in Table 4, larger sites are more eatrated in New Castle County and Wilmington,
while units at risk in Sussex and Kent Countiesnaneh more likely to be in sites with less than 50
units.

Table 4: Sites and Units at Risk by Size of Develagent

> 100 Units 50-99 Units < 50 Units

Sites Units Sites Units Sites Units
New Castle County 3 450 6 441 3 55
City of Wilmington* 5 759 5 287 2 75
City of Newark* 1 150 0 0 0 0
Kent County 0 0 4 297 8 227
City of Dover* 1 148 4 304 4 134
Sussex County 1 100 5 305 19 637
Town of Georgetown* 0 0 2 125 4 110
DELAWARE 11 1,607 26 1,759 40 1,238

Source: Mullin & Lonergan Associates, Inc. (2007) * Not included in County Totals

Of the 2,231 LIHTC units expiring from 2008-2012121 are estimated to be at high risk of
conversation and an additional 380 estimated tat Ioeoderate risk. Assessment of risk was based
on presence of other funding sources, subsidiesis@destrictions in the property; location;
condition; and marketability as a market rate riegmtaperty.

Table 5: Low-Income Housing Tax Credit Units Expiring 2008-2012
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Low Risk Moderate Risk High Risk Total
New Castle 166 16 647 829
County
Kent County 352 200 274 856
Sussex County 212 164 200 576
DELAWARE 730 380 1,121 2,231

Source: Mullin & Lonergan Associates, Inc. (2007)

Although the 4,604 units at risk from 2008-2012uile 2,048 units in project-based Section 8 sites
where contracts will be up for renewal from 200204 2, these sites are generally at low risk for
actual conversion to market rate and are considielgt to renew. A greater concern with project-
based Section 8 sites is their physical conditdten the result of financial issues. HUD Real
Estate Assessment Center (REAC) scores and filaeserves are two measures of the general
condition and financial stability of a site. Thesaditions may put a site at risk for subsidy loiss
enforcement and corrective action from HUD evethéf actual contract renewal date is not
immediately pending. These sites and units areideres] to be at highest risk.

Table 6: REAC Scores by Financial Reserves, 2007

Project-based Section 8 Units
with REAC Scores below 70
Reserves > $1,500/unit 262*
Reserves < $1,500/unit 180
Reserves Unknown 180
Total 622

* 144 unitsin this category are in the process of preservation and rehabilitation.

New Construction

New construction of rental housing to meet demaeédted by new household growth and to relieve
the conditions of “At-Risk” renter households wire aost-burdened, residing in overcrowded or
substandard units, or on assisted housing waitstgy From 2008-2012, 1,489 units are needed
either through new construction or the substangiadbilitation of vacant, dilapidated buildings; an
average of approximately 300 units a year. Someitapt findings regarding the need for new
rental units, and a table presenting the needstaildfollow:

* The majority of this need, 1,132 units, are forextely low-income households
(incomes below 30% of HUD Area Median Income)slessentially impossible to
create housing affordable to these households uiittheep rental subsidies.

* Approximately 150 new assisted units are needethtoelderly age 55 and over.
» Looking at all income ranges for new constructiemand, the greatest need is in
New Castle County with 784 units, followed by K&dunty with 486 units, and

Sussex County with 219 units.

* There is minimal projected new construction demfandhouseholds in the income
ranges most likely to be served by the LIHTC progf81-50% and 51-60% of Area
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Median Income). There is estimated to be new denfian241 units of rental
housing for these income ranges.

Table 7: Rental Housing Demand Based on New Housdddsrowth (2008 to 2012)
and Existing At-Risk Households

Extremely Low | Low-Income Housing Tax Other Low Income
Income (<30%) Credit (51-60%) (61-80%)
Total
Existing At-Risk General Elderly Age General Elderly Age
Age 18-54 | 55andover | Age18-54 | 55 and over
New Castle County 283 283 0 0 0 0
City of Wilmington 377 280 52 41 0 4
City of Newark 124 124 0 0 0 0
Kent County 318 160 62 20 57 19
City of Dover 168 80 40 17 20 11
Sussex County 156 156 0 0 0 0
Town of Georgetown 63 49 7 2 5 0
Subtotal | 1,489 1,132 161 80 82 34
Total | 1,489 1,132 241 116

Source: Mullin & Lonergan Associates, Inc. (2007)
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Summary

Table 8: Summary of Rental Housing Needs

Existing Housing Stock New Construction
Assisted Housing in Need  aqgisted Extremely | Very Low (30-| LIHTC (51- Other (61- | Total —
Substandard of Rehab Units at L_Low (0-30% 50%) 60%) 80%) New
In Sites Not . : Constr
HRent-al Dueto In Ste_S Due RISk (?f Existing At- uction
ousing : to Expireby | Expiration ) 18-54| 55+ | 18-54 55+| 18-54 554
Expire by 2012 2009-2012 Risk
2012
New Castle 1,622 604 277 946 283 No new 0 0 0 0| 283
Wilmington 1,517 928 486 1,121 280 demand based 52 41 0 4| 377
Newark 240 16 75 150 124 on new 0 0 0 0| 124
Kent 528 186 261 524 160 household 62 20 57 19| 318
Dover 104 248 218 586 80 growth from 40 17 20 11| 168
Sussex 1,147 261 374 1,042 156 2009-2012 0 0 0 0| 156
Georgetown 64 16 81 235 49 projected for 7 2 5 0] 63
DELAWARE 4,814 2,259 1,772 4,604 1,132 | thiscategory. 161 80 82 34 1,489

NOTE: The needs presented under the Existing Housink Stédssisted Housing in Need of Rehab and Assistats at Risk of
Expiration categories correlate with this Qualifiibcation Plan’s Preservation Expiratiéwativity. The needs presented under the
Existing Housing Stock — Substandard Rental Housatggory correlate with Conversiantivity.
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Special Populations

Housing for special populations was also examindtié Needs Assessment. This includes
emergency housing, housing with supportive seryigesip homes, and other housing opportunities
for populations with special needs. In most catbesneeds of these households are similar to those
with extremely low-incomes, but populations witles@l needs may require additional supportive
services or accessibility. The 2008-2012 Needegssent drew strongly upon the needs
assessment research completed during the develofie Delaware Interagency Council on
Homelessness (DICH)’s 10-Year Plan to End ChroromiElessness. Although many of these
special populations have extremely low-incomess, ilnportant to note that the needs identified
below are considered to be in addition to the ifiedtneed for 1,132 new rental units affordable to
extremely-low income households described in thevablew Construction section.

The Delaware Interagency Council on Homelessneséehd Plan identified the following needs:

294 beds of housing with onsite support servicehironically homeless people with
substance abuse and mental health conditions

99 beds of supervised housinfpr persons with severe and persistent mentalsin

215 beds of transitional housingor homeless persons with substance use disonders
are not chronically homeless

800 rental subsidiedor persons with mental health and substance aiséititons who are
leaving prison and/or are receiving outpatientises/from a DSMAH provider

228 beds for young adults transitioningrom foster care or families with heads of
households who otherwise meet chronic homelessniéssa

Broken out by county, the DICH-identified needs: are

Housing Type New Castle Kent Sussex

(# of beds) |(# of beds) |(# of beds)
Permanent housing 753 108 172
Transitional or Indefinite Length of Stay 410 152 652
Emergency/ Service Centers 18 2 5

The 2009-2012 Statewide Housing Needs Assessmemiifidd the following additional needs:

» Persons with Disabilities:The poverty rate for persons with disabilitiesch@é to 64 was
19% in 2005, or 12,204 individuals. The lack ofessible affordable housing is an ongoing
barrier to community-based living for persons wdtkabilities.

o Physical Disabilities- As of January 2007, there were over 300 people idéntified
a disability on public housing waiting lists. Therinum Data Set compiled by the
Center for Medicaid and Medicare Services for tHgRuiarter, 2007, indicated that
792 of 3,886 people living in nursing homes speaifyreference to return to the
community.

o Developmental Disabilities — Analysis of Division of Developmental Disabiis
Services (DDDS) registry data in July 2007 indich&/70 individuals with
developmental disabilities in need of affordabletaéhousing, 99% of whom have
income below 30% of median for the current couritsesidence. Nearly 55 percent

15



(747) of the individuals were located in New Ca§ttminty; 23 percent (309) in
Kent County, and 23 percent (314) in Sussex. 11Fexe individuals also have
physical disabilities.
Persons with HIV/AIDS: 25% of those responding to a survey (69 of 278pacted by the
Delaware HIV Planning Council in 2006 indicatedtttieey needed help finding affordable
housing. A similar percentage in each county (2@REeported having been homeless for at
least one night in the prior 12 months. Tenant-thasatal assistance and permanent housing
with supportive services are the primary needshisrpopulation.
Victims of Domestic Violence: Transitional housing with supportive servicea gimary
need for this population, particularly for indivigs with children. In 2005, 541 women and
children (284 women and 237 children) requiredtehel
Migrant & Seasonal Workers: While 5% of farms (38 farms) in Kent County hirggnant
and seasonal farmworkers, there are no units ftadsseasonal or migrant farmworker
housing in the county. In Sussex County, 2% of &a8# farms) hire migrant and seasonal
farmworkers, and there are 50 units of assistedanigand seasonal farmworker housing.

16



TAX CREDIT RESERVATIONS AND POOLS

Developments will compete only within their respeetPools. Developments will be ranked within th&®ols
and the highest scoring developments in each Pitidbevseparately evaluated to determine the amofitex
credits required. Each year DSHA shall establish gercentage of available credits for each Posédban
DSHA's development goals, need for affordable hogisih each area, and compliance with Livable Detawa

Planning Strategies.

Non-Profit Pool

In order to encourage the participation of local/an State tax exempt organizations, and as redjbiye
Section 42 of the IRC, a minimum of ten percen€f)@f the housing credit ceiling for the curreniecalar
year shall be set aside for qualified non-profgjaizations. Developments that compete in the NoffitP
Pool, if they do not receive an allocation, will @&gible to compete in their respective geogragaols. If
the highest ranking non-profit sponsor requirestamdl credits, DSHA reserves the right to allectte
additional credits needed from the geographic powalhich the development is located and/or isstewaard

reservation for the remainder of credits requiregee definition of a qualified non-profit organina.

The estimated dollar amounts for 2009 are basetherannual tax credit authority available. 2009nv&nd

reservations and commitments reduce Delaware’avafable Tax Credit amount to approximately $1,986.

1. Non-Profit Pool Approximate Tax Credit Authority
All Eligible Non-Profit Organizations $266,500

2. Preservation/Rehabilitation Pool Approximate Tax Credit Authority
$1,220,400

A. Tax Credits: Any tax credit housing developmevttich has completed its compliance period that is

in (1) in need of substantial rehabilitation or &2Yisk of losing its affordability.

B. Subsidized: Any currently occupied subsidiredsing development (see definition on page 28 of

subsidized housing) (1) in need of substantial béitation or (2) at risk of losing its affordakiji

C. Conversion: Any non-subsidized, non-tax crbdiising development considered substandard (see
definition) and needs substantial rehabilitatioattmay be converted into newly restricted and

assisted affordable housing rental units.
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In order to be eligible under the Subsidized partd this pool, applicants must: 1) demonstraté &#ma
application for any applicable capital assistanomfthe subsidy source (other available assisiartbe form

of financing for eligible development costs othert rental assistance/subsidy payments) has beds) aval

2) commit to making an application for continuedjpct-based housing assistance payments and/ait rent
assistance payments for the longest possible paniddo continue to re-apply for extensions. Thigation

to apply for assistance payments will be a conditibany Tax Credit Reservation Letter and a respémthe
application for assistance payments must be redgivier to construction closing. For each of thewe
definitions, the applicant must submit written damftion from the contract administrator of imminen
expiration of affordability controls within two (3)ears.

Consideration for a Tax Credit allocation will be gven for contiguous properties which may or may not
be controlled by a Declaration of Land Use Restritte Covenants Relating To Low Income Housing
Tax Credits or other affordable rental restrictions, as long as: 1) 70% of all units in the proposed
project meet the "Preservation/Rehabilitation " definition under this QAP; 2) all contiguous properties
will be under common ownership and 3) all contiguos properties are eligible to receive acquisition ah
rehabilitation Tax Credits under the Code.

3. Chronically Homeless Set-Aside Approximate Tax Credit Authority $250,000

In order to encourage the development of permaswggiortive housing units for the chronically horssle
$250,000 of the housing credit ceiling has beessisiet for housing serving the chronically homeleEse
households served by this set-aside have very leerincome with high needs for supervision andsia-
services. Therefore, applications proposals magide contracts and/or commitment letters forqmidpased
housing assistance payments and/or rental asssfeititzer from federal, state, or sponsor-fundedueces)
for the duration of the affordability period. Iddition, on-site services must also be documeritemligh

contracts and/or commitment letters for the affoilityt period.

Individuals who are chronically homeless are defim as unaccompanied adults who meet one of the

following criteria:

(Priority 1)
An unaccompanied person with an income less théf &the AMI andis homeless, currently residing in an
institution, or is living in substandard or ovenaded conditions who suffers from one or more disapl
condition(s) which limit his/her ability to perforactivities of daily living, including:

-Diagnosable substance abuse disorder

-Serious mental illness

-Developmental disability

-Chronic physical illness or disability
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(Priority 2)
An unaccompanied person with an income less théf &the AMI who suffers from one or more disabling
condition(s) which limit his/her ability to perforactivities of daily living, including:

-Diagnosable substance abuse disorder

-Serious mental illness

-Developmental disability

-Chronic physical illness or disability

Applications that meet the definition of Priority One will be given a preference for a tax credit

allocation over applications that meet the definiton of Priority Two for this set-aside.

On-Site Services
Permanent supportive housing units developed Wwithset-aside should have staffing 24 hours a3y,
days a year. In addition, the application must@estrate that on-site services will be providedegidents

and should include, but will not be limited to:

1. The type of services to be provided and strenftommitment to provide services for the
duration of the affordability period.

2. The anticipated sources of funding for suchisesvand clear identification, in the proforma how
services will be funded and maintained during ttierdability period.
The physical space that will be used to progigeh services.

4, How the sponsor or the contracted (or equivalkdationship) supportive services provider, meets
the needs of the intended population and their apee in providing services to the targeted

population.

If there is insufficient demand for this set asidegdits remaining in the homeless set-aside véll b

redistributed to the Non-Profit & Preservation/Rihtation pools.

Other Reservation/Allocation Restrictions
In each calendar year, the total dollar value efdtedits that can be allocated under these mlgnited by
the State housing credit ceiling provided in Sect@ of the IRC. Applicants seeking these crestitdl be

ranked in each Pool according to their respectoistfscores.

Compliance with the requirements of the Code istiie responsibility of the owner. All applicastwould
consult their accountant, tax attorney or advisotoathe specific requirements of Section 42 ofGloee

governing the program.
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Credits for all applicants will be limited to no necthan:Fifty percent (50%) per development of the State's
annual Credit authority available during any altara year, based on the maximum eligible basistéinfgéee
definition of eligible basis limits): or 2) irrespiive of the number of developments, no single tigraent entity
shall be allocated more théfty percent (50%) of the total annual credit authority availableidgrany allocation
year, this shall include any co-developers or joemtures where the development entity receivesgiahe
developer’s fee. A development entity that rea@&®8s of the total allocation dollars available will heaits next

ranked development eliminated.

Once a development has received an allocationedfits; additional application(s) for credits fosw@sequent
development on the same or a contiguous site mayensubmitted until such time as the original depment is
substantially complete and is at least ninety (9rled to qualified residents. DSHA may waive thiquirement

at its sole discretion.

Any unused credits will be provided to the highestking project that requires the least amountedits.
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DEFINITIONS

Affordable
A unit is considered affordable if the cost of hiags (rent plus utilities) is income and rent rieted

not toexceed 30% of the household income, adjusted foil\faize.

Chronically Homeless

As defined in the Chronically Homeless Set—Aside.
Code

Internal Revenue Code, 26 U.S.C 1 et seq

Community Revitalization Plan
A municipal, county, or regional plan that hasm&rmally endorsed by a governing body. Thikides,
but is not limited to, a municipal and/or countyrn@olidated Plan, local or regional redevelopmear pl
neighborhood redevelopment plan as endorsed amdwegaiby local government, or a development that is

located in an Enterprise Community.

Complete Application
An application including the application, applicatifee(s), completed forms and all required
certifications and an application that meets aktshold and eligibility requirements. A checkiét

required documents is provided.

Conversion
Any non-subsidized, non-tax credit housing develepttonsidered substandard and in need of
substantial rehabilitation that may be converted irewly restricted and assisted affordable housing

rental units.

Developer
A Developer is any corporate entity, partner oiivitial responsible for initiating and controllinige
development process and ensuring that all, or aatenmal portion of all, phases of the development

process are accomplished.
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Developer Fee
A developer fee is the amount of identified usedefelopment funds paid as compensation for
developing the proposed housing. This fee covereterhead and profit of the developer. The
amount of developer fee is limited to a maximuni@¥s of total development cost excluding
developer’s fee, transferred reserves, bond prepalpenalty or other penalties and land cost up to
$8,000,000 (See HDF Supplement if applying for HDHH@ME funds). For identity of interest
(related party) acquisitions of existing rentalgedies, the developer’s fee is calculated at 84 #%he
Total Development Cost excluding developer’s feamgferred reserves, bond prepayment penalty or
other penalties and land cost up to $8,000,000felavill be allowed for development costs
exceeding $8,000,000. In addition, credits walt be allocated on: 1) developer’s fees exceediag t

above developer fee limits; or 2) any developerpfaie on costs exceeding the Eligible Basis Limits.

DSHA may consider an increase in the DevelopeesadE@ermanent loan closing in an amount up to
12.5% of the original Contingency line item as releal in the DSHA Building Loan

Agreement executed at construction closing (oh&absence of such document, as indicated in the
DSHA approved proforma) provided that the followmnditions are met:

1.There are sufficient unexpended funds in theiggency to reduce the DSHA permanent loan(s) by
the same amount as being paid in additional dee€®fee or if there are no DSHA permanent
loan(s), to reduce the total development costhbysame amount as being paid in additional
developer's fee; and

2.The original construction contract amount armtéases in the construction contract amount
required by approved change orders have beengdaityas indicated by the contractor’'s and
mortgagor’s cost certifications; and

3.The contingency funds are not otherwise requoddnd approved development costs including but
not limited to, required reserves or escrows; and

4.No funds have been transferred from other apgatdine items to the contingency; and

5.Payment of any additional developer fee andeqent reduction in DSHA permanent loans or the
total development costs will not result in a desesim the annual amount of Tax Credits or decrease
in the amount of LIHTC equity contributed to thevedl®pment and

6.Any increase in developer fees will only besidered for LIHTC applications approved after
January 1, 2009 or for developments making apjdicdor LIHTCs after January 1, 2009.
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Development Team
Developments must be sponsored by an entity widk\'elopment Team that has development,
construction and/or management experience. Mendie¢he Development Team must evidence the
capability, as determined by DSHA, which is neettesuccessfully undertake, complete and operate
the development. The entire Development Team nwslidtiosed at time of application and includes,
but is not limited to, the architect, developergieeer, surveyor, real estate counsel, developax's
counsel, general contractor, management agentracdgsing agent/development consultant (if

applicable).

Eligible Basis Boost

DSHA reserves the right to award a boost in eleghmsis of up to thirty percent (30%), as deterchinye
DSHA, for the highest ranked property(ies) to mtdaem financially feasible. This additionabost is not
available for properties that are in a Qualifiech€es Tract (QCT) or Difficult to Develop Area (DDANo
applications will be accepted with a basis boosiuited in the tax credit calculation. DSHA willtdemine

during the ranking/underwriting process if a bdmisst is needed for financial feasibility.

Elderly Development
For the purposes of this Allocation Plan, DSHA def an elderly development as one where all
residents are 62 or older or any housing thatesifipally designed and operated to assist elderly
persons, as defined in a State or Federal programRural Development or U.S. Department of
Housing and Urban Development).
Eligible Basis Limitations
Eligible basis limits are limitations on total éhitg basis as defined in section 42(d) of the code,
excluding the QCT 30% adjustment faetbessed on number of bedroamdarket rate units are not
included in the eligible basis calculatiomhe limits replicate the 221(d) 3 HUD limits
(revised 01/01/2008) as follows:
0 bedroom 1 Bedroom 2 Bedroom 3 bedroom 4 bedroom
$122,062 $139,920 $170,143 $200,109 $241,613

A project whose total eligible basis exceeds thevabimit may participate in the program; howevag

maximum amount of Credits allocated to a developgrelimited to the amount of eligible basis or #imible

basis limit, whichever is lower.

Energy Audit
Architect shall hire a professional firm certifibgl the Building Performance Institute. The firnrakh
provide an audit of existing properties to detemmivhich energy saving measures can be incorporated
into the architects’ design. New construction dregs shall also be reviewed by a certified firm to

include the proposed energy saving measures iatbrthl design.
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Families In Poverty
According to the United States Department of Heaittt Human Services, a family in Delaware is

considered to be in poverty if the household incésra or below the following income levels:

1 person household $10,400
2 person household $14,000
3 person household $17,600
4 person household $21,200
For each additional person, add $3,600

Identity of Interest
DSHA has further defined identity of interesttaglates to the Developer fee as an affiliate/ancelated
party is any person or entity that: (i) has a spbasfamily relationship, parent-subsidiary redathip, or
where owners, officers, directors, partners, stotddrs or members of one business entity has a five
percent (5%) or more interest in the other busieasisy; or (i) where a substantial relationshises
between the parties directly or indirectly throu¢d) common family, (b) common general partners or
members, (c) common control of the entities, ortli@)person or entity is otherwise controlled iroleh
or in part, by the other person or entity. A taomatey’s opinion must be submitted at applicatioider
for the related party to qualify for acquisitioredits in accordance with Section 42. The opiniorstmu
state that the owner is entitled to claim acquisitiredits under Section 42 in accordance with IRC
related party requirements.

Note: See Developer Fee Definition for Related PartDeveloper Fee Calculation.

Interim Income

All project operational income received prior ®rmanent closing, including Federal
housing assistance payments, less routine opgretipenses (which includes any debt

service normally paid during the construction payi

Low-Income Unit
As defined by IRC Section 42(1)(3), a family is satered low income if itsicome is less than 60%
or 50% of area median income, adjusted for faniig slepending upon whether the applicant elects
to satisfy the “20-50 test” or the “40-60 test” @ndRC Section 42(g)(1).
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Market Study
All requirements as outlined in DSHA’S Market Stugguirements (See QAP Attachments for

requirements) and certified as follows:

The market analyst shall certify that:

a) He or she is an independent, third party pradasswith no financial interest in the development

other than in the practice of his or her profession

b) He or she has the requisite knowledge to proegirthe study;

c) He or she has personally inspected the subjepepty and the comparable properties analyzed in
the report; and

d) He or she has conducted the study in accordaitceStandards 4 and 5 of the Uniform Standards
of Professional Appraisal Practice (USPAP).

Mixed Income/Market-Rate Development
A mixed income/market rate development is one whefeast 20% and no more than 50% of the total

units in the development are not tax credit reatrieted and not subject to income limits.

New Units
The creation of additional affordable rent and mearestricted units. Completely vacant and/or

abandoned structures are new units for the purgfides definition.

Preservation/Rehabilitation
A. Tax Credits: Any tax credit housing developmevtich has completed its compliance period
that is in (1) need of substantial rehabilitatior(2) at risk of losing its affordability.
B. Subsidized: Any currently occupied subsidizedging development (see definition of
subsidized housing on page 24) in (1) need of anliat rehabilitation or (2) at risk of losing

its affordability.

In order to qualify for the preservation/rehabtiida point category, for each of the above
definitions, the applicant must submit written danftion from the Tax Credit agency or subsidy
contract administrator that the development's d#bility expiration is imminent or meets the

definition of substantial rehabilitation.
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Qualified Census Tract
Defined in Section 42(d)(5)(C) of the Code meagsresus tract designated by the Secretary of
Housing and Urban Development (HUD) in which 50%mare of households have an income less

than 60% of median gross income or in which theist® a poverty rate of 25% or greater. A listing

of Qualified Census Tracts is included with thelagapion package.

Qualified Non-profit Organization:
Pursuant to Section 42(h)(5)(B) of the Code, difigh non-profit entity means an entity that ownars
interest in the development (directly or througbastnership) and materially participates in the

development and operation of the development througthe compliance period and must not be

affiliated with or controlled by a for-profit orgaation.

Section 42(h)(5)(C) of the IRC defines a qualifiezh-profit organization as:
i. Such organization is described in paragraplto(3}#) of Section 501 (c) and is exempt
from tax under 501 (a);
. Such organization is determined by the Stateshig credit agency not to be affiliated
with or controlled by a for-profit organization;n
iii. One of the exempt purposes of such organinaticludes the fostering of low-income
housing.
For non-profit/for profit joint venture delopments, applicant must submit an agreement té/A)S
outlining the current and long-term roles of thetpars. An unqualified legal opinion must be submitted
with the application that states the joint ventoneets the requirements of Section 42 of the IRIC as
relates to being considered eligible to compethénNon-Profit Pool DSHA further requires that the

non-profit partner must maintain a 10@4nership interest in the general partner througtioa

compliance period.
Related Party

IRS regulations state that two persons are relaited same persons own more than fifty percetarests

or profits in multiple partnerships.
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Special Needs Housing

Developments, targeting special needs populatiefesred to below must make available a minimum of
three services specifically addressing the neetiseoidentified group. Special needs populatioctuide
individuals and families who are in need of certgjmes of home and/or community based supportive
services in order to remain capable of indepenli&ng in communities. Supportive services range
across a wide continuum of care and will vary fraenson to person depending on their particular
physical, psychosocial and or mental limitationBargeted special needs populations are:

Persons with HIV/AIDS related illness;

Homeless;

Mentally ill;

Persons with physical disabilities;

Mentally retarded/developmentally disabled; and

Migrant and Seasonal Farm workers.

Verification of special needs is required at timeetiof the resident’s application.
Other special needs populations identified in DS$i#eeds assessment may be considered at DSHA's

sole discretion.

Social Services:
One or more of the following types of servicesmpiove the quality of life of the residents of the
development. The services must be affordable cgpiate, available and accessible to the developmen
residents. Services should be actively linked &r#ésidents and not simply provided to the commyuatitarge
and must be provided on-site.
Examples of services include but are not limitzd t

Parenting programs;

Literacy programs;

Day Care;

Job Training:

Nutritional services;

Transportation services;

Financial literacy and counseling;

Adult Day Care; and

Substance Abuse Counseling or Referral.

DSHA allows for reasonable substitutions of serviaeDSHA's discretion.
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Subsidized Housing
Any housing that presently has United States Hgu&iturban Development (HUD), USDA Rural Housing
Service (RD) and/or equivalent project-based reagaistance contracts. A copy of any pertinentraonfor

subsidy must be submitted with the application.

Substandard Housing
Substandard condition, is defined as a unit/bugditihat are deficient in bgast two structural systemsand is in

need of substantial rehabilitation in order to miletructurally sound, safe and habitable.

Structural systems includsystems singularly or in combination, that estabiige structure as substandard.
Examples: Walls or partitions or supporting membpeitls, joists, rafters, or other structural memsgést, lean,
or buckle, are rotted, deteriorated, or damageth moles or cracks. Floors or roofs do not hawenjadte
supporting members and strength to be reasonafgly Saundation walls, piers or other supports are
deteriorated or damaged. Steps, stairs, landpayshes, or other parts or appurtenances are rirgdt
such condition that they will fail or collapse. &toof, flashings, exterior walls, basement wéltgrs, and all

doors and windows are not weathertight.

Substantial Rehabilitation
A Rehabilitation development is considered to béangoing substantial rehabilitation if the minimum
rehabilitation cost per unit is at least $30,000a@fd cost and meets both of the following condiio
Condition One:  The building’s most recent use lhesn residential.
Condition Two:  One hundred percent (100%) of thiéisuwithin the existing

structural framing are being rehabilitated.

Developments with rehabilitation and new constainctombined will not be considered rehabilitation

developments imore than 25% new units are added.
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THRESHOLD REQUIREMENTS
Applications shall meet all of the threshold eligibity requirements listed in this section in orderto be
admitted into a Pool.
IRS Threshold Requirements
1) Projects must set-aside a minimum of:
a) 20% of the units to be occupied by households iwcomes at or below 50% of
median gross income, adjusted for family sizegfmeh county; or
b) A minimum of 40% of the units to be occupiedhmuseholds with incomes at or
below 60% of median gross income adjusted for faside, for each county.
The choice between complying with the 20-50 tesher40-60 test, as well as the determination éseto
number of housing units that will be set asideld@ar-income households in total, must be made a tifn
application for Credit and maintained for the emtiompliance period. Once made, both decisions are

irrevocable.

2) Units must be rent-restricted with gross reotsaf qualifying unit at or below 30% of the
imputed income limitation applicable to such unitshe costs of any utilities, excluding
telephone, are paid directly by the tenant(s) gitess rent must include the applicable utility
allowance. Utility allowances are determined byHand local housing authorities. A
development can use these allowances or when apfdigustify their own by using local utility
company estimates, HUD Utility Schedule Model, oekEjy Consumption Model (see DSHA's
Compliance Monitoring Manual for more informatiorhjlUD, local housing authority utility

allowances or local utility company estimates niestipdated annually.

3) The Imputed Income Limitation applicableatanit is the income limitation which would
apply to an individual occupying the unit if themloer of individuals occupying the unit were as
follows:

a) SRO or efficiency (no separate bedroom) ersqn

b) One or more separate bedrooms - 1.5 individiosleach separate bedroom.
4) Tax Credit units must be developed and mainthineequivalent quality

and square footage as non-tax credit units.

5) All units must meet applicable buildingdéer housing codes.

29



DSHA Threshold Requirements

Note: For Developments that have previously recedd tax credits, the compliance period must have
expired on all buildings before re-applying for taxcredits, unless applying for contiguous properties
under the preservation/rehabilitation pool. See Reservation Pool requirements for further

information.

1) Livable Delaware-All applications for new constructictevelopments must be located in Communities,

Developing Areas, or Secondary Developing Areadedimed by Livable Delaware. While development
proposals are permitted in Environmentally Sensitiveas, pursuant to Livable Delaware, special
consideration should be made to protecting therenmient. In keeping with Livable Delaware Strategie
tax credit developments should integrate into @gstesidential communities and neighborhoods.
Surrounding uses must be compatible with the pragaevelopment and the proposed design compatible
with existing architecture in the area. Livable &wehre Strategies and Maps can be accessed on Ibhat:we

http://state.de.us/planning/shape/strategy/index.ht

2) Compliance with Discrimination Laws-All applicants must comply with the provisionsasfy federal,

state or local law prohibiting discrimination inusing on the grounds of race, color, sex, creed,
handicap/disability and familial status, sexuaéptation, or national origin, including but not iied to:
Title VI of the Civil Rights Act of 1964 (Public va88 352, 78 Stat. 241), all requirements imposedrb
pursuant to the Regulations of HUD 24 CFR Subf#itl®art 100 issued pursuant to that title; regateti
issued pursuant to Executive Order 11063, and Viilef the 1968 Civil Rights Act, as amended bg th
Fair Housing Amendment Act (Public Law 100-430) @&mwdericans with Disabilities Act (Public Law
101-336). In addition, recipients of federal furfde. RHS HUD financing) must comply with Section
504 of The Rehabilitation Act of 1973, as amenddlJ.S.C. 794).

3) Minimum Family Size-The minimum family size eligible for each affordalhousing unit has been

established by DSHA. The minimums are as folld#fficiency - 1 person; one bedroom - 1 person; two

bedrooms- 2 persons; three bedrooms- 3 persongpantiedrooms- 6 persons.

1 DSHA reserves the right to waive minimum family size eligibility for two bedroom units when it is satisfied that conditions exist
that indicate difficulties in finding qualified families to rent two-bedroom units. Such conditions include, but are not limited to:
Market condition shifts; low absorption rates; no waiting lists; large number of one person household applicants; excessive
vacancies for extended periods of time and increased elderly household demand. If conditions can be documented, a
development owner may apply in writing for a waiver. DSHA, may elect to permit occupancy by one person in a two-bedroom unit
for a maximum of 10% of the total number of two-bedroom units in a property. Requests for the waiver will only be accepted 24
months after development has reached 100% occupancy. For elderly only properties, one person households may be eligible for
two-bedroom units. However, priority must be given to two person elderly households on the waiting list
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4) Minimum Gross Square Footage-DSHA has established a minimum gross squaredeatquirement

for newconstruction and conversion of non-residentialsifotresidential use that is based on bedroom

size. The following gross square footage dimensaaghe minimum required by bedroom:

one bedroom- 700 sq. ft;

two bedrooms- 850 sq. ft.;

three bedroom -1050 square feet,

efficiencies -500 sq. ft. agithgle Room Occupancy (SRO) - 100 sq. 4t

Square footage of units may rwg averaged to meet minimum square footage reqairts.
DSHA will follow the 2003 International Building Code, City of Wilmington definition of SRO /
Efficiency. An efficiency living unit shall conform to the requirements as follows:

1. Theunit shall have a living room of not less than 220 square feet (20.4 m) of floor
area. An additional 100 square feet (9.3 m) of floor area shall be provided for each
occupant of such unit in excess of two.

2. Theunit shall be provided with a separate closet.

3. Theunit shall be provided with a kitchen sink, cooking appliance, and refrigeration
facilities, each having a clear working space of not less than 30 inches (762 mm) in
front. Light and ventilation conforming to this code shall be provided.

4. The unit shall be provided with a separate bathroom containing a water closet

lavatory and bathtub or shower.

5) Market Study - In order to demonstrate the need and demantthégoroposed development in a
market area, a comprehensive market study of theihg needs of low-income individuals in the area
to be served by the development must be submitiédtiae application. (See QAP Attachments for
requirements of the Market Study.) The marketysahbuld be conducted within six months of the
date of application submission. The assumptiors ursthe market study must precisely reflect the
information provided in the application. If DSHA®rmines there is an insufficient market need or
demand, the application shall be deemed ineligibl8HA must pre-approve the market study

provider.

2 The minimum gross square footage is measured therface of the exterior sheathing to the center
line of the party wall (exclusive of storage andnooon areas). Storage and common areas are
defined as areas contiguous to units but not gaheounits' living area such as attached storage
sheds, storage rooms, stairs and halls in comneasar
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6)

Local and Community Notice For Acquisition/Rehabiltation Developments- Applicants must

notify, via certified mail, the elected county extiee, the local state senator and the local state
representative or if in a municipality, the locayor/council president, local state senator andated
state representative that an application has hdemited Applicant must also notify, via certified
mail, all neighborhood associations, civic groupd aommunity organizations within one-quarter mile
of the proposed development after submitting th@iegtion. In New Castle County, the New Castle
County Office of Community Governing or the Comntyrdrganization Guide, City of Wilmington,
Office of Planning are possible sources for anggiof neighborhood associations. For Kent and Susse
counties, if lists do not exist, developer mustreise due diligence, including specific contacthwit
local legislators to obtain information on specditd legitimate groups in notifying the appropriate
surrounding communities. Legitimate (organizechviay-laws) neighborhood associations, civic
groups and community organizations must be in engst at the time of notification. All letters
providing notice pursuant to this section shalkbbstantially in the same form as provided in the
LIHTC application. Applicants/sponsors must cgrtd compliance with this section, as well as
document proof of compliance in the form of U.Ssfbcertified mailing receipts and stamped green
cards submitted to DSHBy 4:00 pm on April 6, 2009(approximately ten (10) days after
application). Failure to submit the above-refeshcertification, stamped receipts and green dards
DSHA by the deadline will result in the disqualéton of the sponsor’s application. DSHA reserves
the right to reject any application where the rotioes not conform to the form notice as providged b
DSHA and/or otherwise failing to comply with theopisions of the local government and community
notices requirements. DSHA claims no responsibittyarding the inclusion or exclusion of civic
groups, neighborhood associations and or commongignizations listed in the above referenced

guides.

NOTE 1: NOTIFICATION IS A THRESHOLD IS AND THE MEASURE OF COMPLIANCE

THEREOF WILL BE BASED SOLELY ON WHETHER THE SPONS@OREVELOPER

COMPLIED WITH THE TECHNICAL REQUIREMENTS OF NOTICE. THE PURPOSE OF THE
REQUIREMENT IS TO KEEP THE COMMUNITY INFORMED AND @ FACILITATE INPUT
FROM THE COMMUNITY TO THE DEVELOPER IN TERMS OF THEONSTRUCTION PLANS
FOR THE DEVELOPMENT (PLAYGROUNDS, FENCES, PARKINGITS, LIGHTING, ETC.).

NOTE 2: ALL NEW CONSTRUCTION DEVELOPMENTS ARE EXERT FROM THIS

THRESHOLD REQUIREMENT BECAUSE NOTICES ARE GIVEN THIRIGH THE ZONING
AND BUILDING PERMIT PROCESS OF THE LOCAL JURISDICON.

NOTE 3: APPLICANTS THAT SUCCESSFULLY EARN POINTS W ITHIN THE
“COMMUNITY OUTREACH — NOTICE” POINT SCORING CATEGOR Y SHALL BE
CONSIDERED AS MEETING THE LOCAL AND COMMUNITY NOTIC E FOR

ACQUISITION/REHABILITATION DEVELOPMENTS UNDER THEM  INIMUM
THRESHOLD REQUIREMENTS .
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7

8)

Development Team- Applicants are eligible to compete only if thay not:

a)

b)

d)

9)

Have a general partner, voting member, developan affiliated entity who owned a
managing or controlling interest in an LIHTC deveteent when title was foreclosed by entry
of judgment or deed in lieu of foreclosure durihg past seven years.

Have a general partner, voting member, developkated party, or an affiliated entity who
has failed to utilize credit within program timeidglines causing the recapture of said credits.
Have a general partner who has been removedtwirawn under threat of removal from a
tax credit development.

Have a general partner, voting member, deve]oplated party, or affiliated entity that owns
a managing or controlling interest in any LIHTC dimpment that has failed to submit annual
development certifications and/or is delinquenp@tyment of monitoring or other required
LIHTC fees.

Has failed to fulfill any obligations committéalin a previous application for LIHTC that has
not been corrected to DSHA's satisfaction.

Has had IRS Form 8823, “Low Income Housing Taxedit Agencies Report of
Noncompliance” filed on a development during prasigear(s) that has not been corrected to
DSHA's satisfaction.

Has any development that is not complying withDeclaration of Restrictive Covenant

Provision.

Notwithstanding the above, DSHA may, in its sokcdition, waive the threshold eligibility
restrictions pursuant to subsection [c] of thigisecupon a showing by the applicant of good cause.
Any such decision shall be final and not subjecttoew.

Site Control - Sponsors must have sufficient site control tdoémehe development to move

forward if a reservation is made. Site contral ba demonstrated by recorded deed, recorded long-

term lease, municipal or county disposition andeffgyment agreement, an option to purchase or

lease, or a purchase contract. The sales agreemigaise agreement and all pertinent terms therein

must be submitted at the time of applicatidbSHA reserves the right to determine a

development is ineligible to compete for Tax Cred# where site control documentation is

amended after application.
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9)

10)

Local Zoning/Planning Approvals - Applicants must submit documentation that thkovwang

approvals are in place or can be obtained witherpgrdizing an allocation of credits.
a) Zoning - Properties must be zoned for its ingghdse. If variance or exception is required,
applicants must provide documentation illustratihg present status of the proposed zoning
change, the local planning and zoning process arstlsubmit evidence that appropriate approval

can be obtained within the required period.
b) If no zoning or site plan approval is requiregplicant must submit a letter from the
appropriate municipal official indicating such tietapplicant or developer may provide such

certification.

Financial Feasibility - Applicant shall provide one financing plan fbetproposed development

and shall demonstrate that the proposed developmiénancially feasible and viable as a qualified
low-income housing development throughout the edgeruse period. The housing credit dollar
amount allocated to a development shall not extdeedmount DSHA determines is necessary for
the financial feasibility of the development. DSKAinderwriting criteria are included in the

application.

If all funding sources planned for the developntente not been committed, proof must be provided
that construction, permanent and gap funding saappdications have been submitted and letters of
intent must be provided evidencing a funding sdsritgerest in financing the development.
Applicants seeking to fill a funding gap and coming of pocket shall submit a certification that th
applicant has the amount of cash or other resouasespproved by DSHA, required to fill the
funding gap. If a developer fee pledge is to lilizad to fill a funding gap, no more than 5@8fthe

developer fee may be used.

DSHA reserves the right, based on documentatiomitdd and DSHA’s underwriting criteria as
well as the submitted market analysis, to deterrttiaéa development is not viable and/or
feasible. If such determination is made, applaatiwill be deemed ineligible.

For acquisition rehabilitation developments, DSHA onstruction staff must be notified sixty

(60) days in advance of application submission fa pre-inspection.

All developments must adhere to minimum constructio standards regardless of financing
source(s) (including tax-exempt bond financing).These standards have been outlined in the
Quialified Allocation Plan Attachments. Based oest minimum standards, DSHA reserves the

right to determine a development is ineligible éonpete.
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11)

12)

13)

14)

Displacement- No development will be eligible to compete forallocation of credits if the
application requires that existing residents beluntarily and permanently relocated due to income
ineligibility for tax credit purposes. Submissiomshinclude either: preliminary income certificaiso
for tenants residing in occupied units demonstggtirat they are income eligible and/or a certified
letter from said residents indicating their willimegs to be relocatedf. preliminary income
certifications or a certified letter cannot be amea, applicants must assume the percentage & unit
that are not tax credit eligible is the lesser @¥2of all units or the percentage of units thathcdre

certified eligible.

Internal Revenue Form 882141RS Form 8821, Tax Information Authorization, mhstsigned at

application by the developer/sponsor. This forrh aliow the IRS to share taxpayer information with
DSHA.

Rehabilitation - Any development allocated rehabilitation creditssintacate units in order to

complete renovation activities and also providegation assistance to tenants in accordance wéth th
more stringent of the “DSHA Residential Anti-dispdanent and Relocation Plan” or the Uniform
Relocation Assistance and Real Property Acquisiolicies Act of 1970 (URA), as amended, and
current HUD handbooks.

Minimum Point Score — All sponsor applications must score a minimurfifof-five (55) points for

an award of credits.
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RANKING AND POINTS

Increase in the Compliance Period
For increases in the compliance period, zero tetli®-3) points shall be awarded. One point will beasded
for every five-year period the compliance perioehitended during which the owner may not choose to

exercise its opt out provision.

1 point: 20 year compliance + 10 year extends u
2 points: 25 year compliance + 5 year extended u
3 points: 30 year compliance + 0 year extendsd u

or
Three (3) points will be awarded to developmends ill be converted to home ownership for thedesis
after the initial fifteen (15) year compliance petihas expired. In such instances, the extendegersod will
be waived. The deed of easement and Declarati®esifrictive Covenants shall reflect a right oétfirefusal
be granted by the owner to the residents. Unitstine offered at the units’ fair market value & time of the
original resident’s initial occupancy of the unifotal costs per unit is subject to the limits et&on 221
(d)(3)(ii) of Section 42. Applicants must submidetailed marketing plan which includes projections
maintenance, tenant reserve funds, homeownersgtiipng, continued affordability, sales price cadtidn,
lease/purchase agreements, etc. The plan wiNdleated for feasibility and compliance with alyyidations
(Section 42, Fair Housing, and all other fundingrses requirements). Syndication documents milstte

the conversion

Developments Serving the Lowest Income Tenants
Two to fifteen(2-15) points will be awarded to developments whaseentage of tax credit units are

affordable to individuals and families whose incamaee at or below fifty percent (50%) of mediarnoime.

10% - 25% 2
26% - 50% 4
51% - 65% 6
66% - 80% 10
81% - 100% 15
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Additional New Units for Families in Poverty
One to five (1-5) points will be awarded to devalemts whose percentage of tax credit units aredzfde
and available to individuals and families meeting Eamilies in Poverty definition on page 21.

30% 5 points

20% 3 points

10% 1 point

Accordingly, rents should be calculated at 30% mdadMedian Income (AMI).
Note: Current subsidized and Tax Credit prope#diesexcluded from this definition and will not ede

points in this category.

Per Unit Cost Reduction

One to five points (1-5) points will be awardedtevelopers, whose per unit costs are fifty percent
(50%) to eighty percent (80%) of the current HUZL Zd) (3) limits. The table below defines the
number of points earned based on Total Develop@est (TDC) range by bedroom size. Per unit
costs are determined by dividing the total fee ¢osiTC App. Part Il, Economics, section F, line

item a) by the number of units (adjusted for bedr®ize).

Note: In the event the final TDC exceeds the initlafrDC indicated on the application, DSHA reserves

the right to withdraw the allocation of credits.

2008PER UNIT COST LIMITATIONS TABLE

Size

gzult()d)(s) 0PT. 1PT. 3PTS. 5 PTS.

Limits TDC 81-100% TDC:71-80% of Limits TDC:61-70% of Limits TDC:50-60% of Limits
0BR| $122,062 | $97,651 |-|$122,062 | $85,444 - $97,650 $73,238 - $85,443 $61,031 - $73,237
1BR| $139,920 | $111,937 | -| $139,920 | $97,945 - $111,936 $83,953 - $97,944 $69,960 - $83,952
2BR|$170,143 | $136,115 | -| $170,143 | $119,101 - $136,114| $102,087 - $119,100 $85,072 - $102,086
3 BR| $220,109 | $176,088 | - | $220,109 | $154,077 - $176,087| $132,066 - $154,076 | $110,055 - $132,065
4 BR| $241,613 | $193,291 | -| $241,613 | $169,130 - $193,290| $144,969 - $169,129 | $120,807 - $144,968

TDC: Total Developments Costs are determined by dividing Total Development Cost as listed in LIHTC APP Part I, Development
Economics (Line F a) by number of units. Adjustments for bedroom size will be made accordingly, (see

example below):
Stepl). 24 unit property (12/2 BR& 12/1 BR) TDC=%$2,225,000.00

Step 2). 12-1BR development cost =12 x $139,920 (max HUD 221(d) 3 limit) = $1,679,040
12-2BR development cost =12 x $170,143 (max HUD 221(d) 3 limit) = $2,041,716

Total $3,720,756
Step 3). $2,225,000.00 (TDC) /$3,720,756 ==.60%, 5 points earned

37



Special Needs Housing
Developments that provide permanent housing fasgrer with special needs are awarded fivep(Bits.
Special needs populations are:

Persons with HIV/AIDS related illness

Homeless persons

Mentally ill persons

Persons with physical disabilities

Mentally retarded/developmentally-disabled persons

Migrant and Seasonal Farm workers

Other special needs populations identified in DS$NEeeds Assessment may be considered at DSHA's sole

discretion.

In order to qualify for points in this category,QB@ of the property must be made available for frecil
needs population. Additionally, a minimum of th{8¢ appropriate services must be provided freghafge

to the residents. Documentation of these sengandshow thewvill be paid for must be provided.

Local Government Contribution
Two to five (2-5)points are awarded for developments that receinantiial support from local government.
Evidence of local government contribution must blersitted to DSHA from the local government entity
detailing the dollar amount of the waiver or cdmiition. A local contribution must generally reddloe
development or operating costs of a developmeratt bgast 2%. This can be in the form of municial
county funding or local public housing authoritypital funding, waiving of building permit fees, gting of a
tax abatement, donation of land or land providea mdminal price., or some other documented form of
assistance, as approved by DSHA, that financieliijuces the development cost or reduces the opp st
of the project over a five-year period.

2%-2 points

3%-3 points

4%-4 points

5%-5 points
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Local Government Support

Three (3)points will be awarded for an application that rees a letter of support from the local government
indicating its support of the development, and esidg the development in the current round of cditipe.
The letter must be from the Chief Executive Offiokthe municipality, county or local governmentwhich

the development is locateshd musprecisely reflect the development as submitted Wighapplication

without modification or qualification.

Leveraging of Non-DSHA Administered Resources

To the extent that DSHA controlled funds, includiag credits, HOME funds and Housing Development
Funds, are used to leverage other funds, zerdteefi points (0-15) for the greater leveragingusfds based
on the unadjusted qualified basis calculationsviBion of local government five-year rental sulesdand
reduced developer’s fees are sources of leverdgirthis category. Tax Credit Equity will be cotsied a

DSHA resource. Reserves are NOT a source of lgireya

Percentage of Leveraging:

Ninety-five to One Hundred percent (95-100 %pf the development’s permanent funding,
excluding tax credit equity, comes from other tREBHA sources. 15 points
Eighty-six to Ninety-four percent (86-94%)of the development’s permanent funding excluding
tax credit equitycomes from other than DSHA sources. 11 points
Seventy to Eighty-five percent (70-85%pf the development’s permanent fundiegcluding
tax credit equitycomes from other than DSHA sources. 9 points
Fifty-six to Sixty-nine percent (56-69%)of the development’s permanent fundiegcluding
tax credit equitycomes from other than DSHA sources. 7 points
Thirty to Fifty-five percent (30-55%) of the development’s permanent fundiegcludingtax
credit equity comes from other than DSHA sources 5points
Zero to twenty-nine percent (0-29%)of the development’s permanent fundiegcluding tax

credit equity comes from other than DSHA sources 0 points

Mixed Income/Market Rate
Five (5) points will be awarded to a developmenéerehat least 20% and no more than 50% of the uoitd in

the development are not rent-restricted and naneerestricted
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Historic Housing
Five (5) points will be awarded to developmentg #ra utilizing Historic Tax Credits under Sectibn of the
Internal Revenue Code of 1986 and/or State Hisficaic Credits. To qualify for these points, prdjgss must

already be on the National Historic Register attitme of application

Preservation

One to five (1-5) points will be awarded to devefmmts that are of imminent risk of losing theioadiability

restrictions. Five points will be awarded to a@epment whose has an expired affordability retsbric
period within one year of the tax credit applicatitue date. Four points will be awarded to a derakmt

that has an expired affordability restriction pdnithin two years of the 2009 tax credit applicatilue date.
Three points will be awarded to a developmentltatan expired affordability restriction periodhiritthree
years of the 2009 tax credit application due daw®o points will be awarded to a development theest &in
expired affordability restrictions period withinudbyears of the 2009 tax credit application dueda&dne
point will be awarded to a development that haexgired affordability restrictions period withirvé years

of the 2009 tax credit application due date.

Rural Development-USDA
One point will be awarded to developments thairararal areas designated by the USDA Rural
Development that have received an award of nevaressistance. Documentation of the award of the

rental assistance/subsidy contract must be inclirddte application.

Public Housing and Section 8 Waiting Lists
One (1) point will be awarded for developments #ratutilizing local public housing waiting listadior
Section 8 existing waiting lists. The applicationst contain a letter from the appropriate agenayder to

receive this point.

Capacity of Development and Management Team

Zero to six (0-6) points will be awarded basedlademonstrated relevant experience and qualiicaibf
the developer and management entity. All team neesnimust be disclosed at time of application. The
members of the team, in addition to the developdrraanagement entity, include the applicant/oweer,
developer, consultant, owner, general contractohitct, surveyor, real estate and tax counddémbers of
the development and management team must demensktrience in the satisfactory development of
affordable housing, experience in the managemeaftfofdable housing and must have the financiahciyp
to carry the development through to completion.HBSeserves the right to determine “satisfactory”

development experience.
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a) General Partner/Developer Experience: Up teetfBg points shall be awarded based on the number
of Low Income Housing Tax Credit Properties develbpy the general partner and/or developer.
Note: “General Partner/ Developer” is defined asm@orate entity, partner or owner of a multi-fmi
development company that has been a signatoryfgiaairan a Tax Credit construction loan.
“Developed” is defined as having gone to permactoging on a development with an acceptable cost
certification.

2- 4 developments 2 points

5 or more developments 3 points
b) Management Agent’s Experience: Up to three gqi@} shall be awarded based on the number of
completed and occupied Low Income Housing Tax Gl subsidized developments currently

being managed.

1- 4 developments 1 points
5-15 developments 2 points
More than 15 developments 3 points

If other than the owner or developer’s experiesdeeing utilized to qualify for points, a signedegment and/or
contract for services must be provided describiregrole each entity will play in the development/an the
management of the development. DSHA’s ManagemegenAQualification form must be submitted with the

application. DSHA reserves the right to detern@ppropriate involvement.

Provision of Social Services
The provision of social and support services inéegral part of any development to improve theligyaf
life of the residents of the development. Servivest be affordable, appropriate, available anéssgible to
the development's tenants. One (1) point will\Wwarded for each service up to a maximum of thre@@dits.
Services should be actively linked to the resig@md not simply provided to the community at lawgd must
be provided on-site.
A Support Service Plan must be completed and stdunitith the application. The plan should inclulde
following:

* Qualifications of the social service organizatitimat will be utilized at the property, including

their history, capacity and experience.
» A program description including the details andlgad the programs for the residents.

» Contracts or commitment letters from each socialise provider must also be attached.
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Examples of services include but are not limited to
Parenting programs;
Literacy programs;
Day care;
Job training;
Nutritional services;
Transportation; and

Financial literacy and counseling

Site and Neighborhood Standards
A. Two (2) points will be awarded if the developrhsite is determined to be suitable for the progose
development without excessive (as determined by £Sjdo-technical, environmental or utility infrastture
expenditures.
B. One (1) point will be awarded for each of thikolwing factors up to a maximum of ten (3)ints. Each
factor listed below must be supported and docundeintéhe market study.
Target Area -New Castle County:

1. Walking distance to retail facilities (1/4 mile)

2. Area supports a large number of employment dppities.

3. Daycare facilities (for family developmentsg arear the site or near the employment centers,
or specialized services near the site.
Medical center within five miles.
Bus line within walking distance.
Adjacent to major road arteries.
No other low income housing in immediate akeih{n 3 block area).

No market rate rental housing in immediatehimit3 block area).

© © N o g &

Site located in economically mixed communitydaefined by Census Data.

10. Site within residential area (not industrial).

11 Within one (1) mile of entertainment venues,mevie theaters, restaurants, etc.

12.Close to or in a town center (within 1/4 mile).

13.Within walking distance to schools (family dimmnents only).
Target Area —Kent and Sussex Counties:

1. Within one mile of retail facilities.

2. Access to employment opportunities within area.

3. Daycare facilities (for family developments) aear the site or near the employment centers, or
specialized services near the site.

4. Medical center within fifteen miles.

42



5. Public transportation within walking distance.

6. Adjacent to major road arteries.

7. No other low income housing in immediate area.

8. No market rate rental housing in immediate area.

9. Site located in economically mixed communitydafined by Census Data.

10. Site is predominantly residential.

11.Within (10) miles of entertainment venues, mevie theaters, restaurants, etc.
12.Close to or in a town center (within one mile)

13.Within walking distance to schools (family é&pments only).

Development and Unit Amenities

All units must meet Minimum Construction Standaedtablished by DSHA. A maximum of five (5) pointilw
be awarded to those developments that exceed thimom standards. One (1) point will be awardedefach
new amenity provided up to five (5) points.
These include but are not limited to:

On site community center;

Separate maintenance building;

Designated Open Areas/Community Space;

On site daycare (family developments only);

On site senior care (elderly developments only);

Eat-in kitchens;

Exterior storage closets; and

Multiple facades

Internet access (within each residential unit)
Applicants are invited to propose amenities in ddito those listed and map, DSHA's discretion, receive

points for them. The development and unit amesnitiest be supported and documented in a chart f@sna
part of the Market Study requirements (see QAPdAttaents).
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Energy Efficiency

New features that exceed the minimum energy guidslas defined in DSHA’s Minimum Construction
/Rehabilitation Standards (see the table listegame 47 of the Minimum Construction/Rehabilitation
standards) will be awarded points values for eadigth feature that exceeds DSHA's energy efficiency
criteria for a maximum of five (5) points. Itemsthare standard building practices (i.e. caulkmmglequired
by building or rehabilitation codes will not receipoints. Failure to provide the energy efficieaoyenities
after points are awarded and a carryover agreeiserecuted will result in a deduction of the depelr fee in

the same of amount as the cost of amenity not geavas determined by DSHA in its sole discretion.

Community Revitalization Plan

Two (2) points will be awarded if the development is clg&tentified and is included in an approved
Community Revitalization Plan. A certification frothe municipality that the development is in thesin
recently approved Community Revitalization Plan thessubmitted, citing page and number, which paige
and number must be attached to the certificat®ee the form of certification included in the Atiagents.

Letters of support and/or resolutions will NOT lemsidered under this category.

Qualified Census Tract

Three (3)points will be awarded to developments that aratkat within a HUD identified Qualified Census
Tract.

Community Outreach

Up to five (5) points will be awarded to developrgeim which the sponsor is actively involved in Goonity

Outreach PRIOR to submitting its application, lmuho event, no later tharebruary 25, 2009.

Sponsor must notify community organizations witklirmile of the development, as well as the electaeohty
executive, the local state senator and the loate sépresentative, or if in a municipality, thedbmayor/council
president and the local state senator and the $tatd representative 2 points
Sponsor holds community meetings/presentatiomns piapplication: 3points

(Copy of sign-in sheets, notices and correspondernust be submitted with application in order taeree points.)
Note: Applicants that successfully earn the two paots within the Community Outreach Notice scoring

category shall be considered as meeting the Locaié Community Notice for Acquisition/Rehabilitation

Developments minimum threshold requirement.
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POINT SYSTEM FOR NON-PROFIT POOL:

Site and Neighborhood Standards

All points are the same as above with the followexgeptions:

Points will be calculated based on the locatiothefdevelopment (New Castle County or Kent and&us

Counties).

POINT SYSTEM FOR PRESERVATION/REHABILITATION POOL:

All points are the same as above with the followéxgeptions:

Site and Neighborhood Standards
Points will be calculated based on the locatiothefdevelopment (New Castle County or Kent and &uss

Counties).

POINT SYSTEM FOR CHRONICALLY HOMELESS POOL.:

All points are the same as above with the followexgeption:

Site and Neighborhood Standards
Points will be calculated based on the locatiothefdevelopment (New Castle County or Kent and &uss

Counties).

POINT SYSTEM FOR ALL SPONSORS: AN APPLICATION MUST SCORE A MINIMUM OF FIFTY-
FIVE (55) POINTS FOR AN AWARD OF CREDITS.
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TIEBREAKERS

Applications that meet the minimum threshold reguients shall receive points based on the pointsysir
the particular pool in which they compete. In &vent of a tie score, applications shall be rardembrding to
the tiebreaker system. Reservations shall be adaaapplications with the highest scores anti¢o t

applications that win the tiebreakevih reservations first going to developments ie set-aside.
The following tiebreaker system shall be used &aktties between applications with the same score.
a) If competingdevelopments within a given pobave a tie score, a tax credit reservation shall be
awarded to the application with the lowest amoditdw-income housing tax credits (unadjusted for

the 130 percent QCT) per low-income bedroom.

b) If there is still a tie score after the firsthireaker, the tax credit reservation shall be ageatd the

application with a lower total development cost pedroom.
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APPLICATION PROCESS

An applicant may apply for Credits for the currgeér only. The deadline for submission of eachecig

disclosed on the cover page of the application agek

Applications must be submitted to the DELAWARE STAHOUSING AUTHORITY, 18 The Green, Dover,
Delaware 19901no later than 3:00 p.m. on March 27, 2009Late submissions will not be accepted. Two
complete applications must be submitted, and odéiadal application if applying for Housing Develment

Fund Loans. All applications must have originahsigires.

Only complete application packages will be consgddor an allocation of Low Income Housing Tax Gigd
Incomplete packages will be returned to the apptiead the application will not be eligible to cosig for tax

credits in the current round.

The Application package contains all forms andrutdtons. The Application Checklist provides a qbate

list of attachments, which are to be appropridiaheled and submitted with the application formi. A
documents are required, even if applicants havengtdd similar documents to DSHA in the past (i.e.
financial statements)Exhibits and questions that do not pertain to éiqdar development should be noted as
such. If additional space is required on the doesaires, provide supplements that are labelegiuence

and indicate the questions to which they reference.

The applicant must complete all applicable questamd supply all documents that are requestecein th
application package. All questions seeking cleaiiion or interpretation of the Qualification Allt@on Plan
must be submitted in writing to DSHA for clarifigah prior to application submission no later thidteén (15)

days prior to the submission deadline date.

No application for credits will be accepted for dlding or property that has previously claimeedits and
is still subject to the compliance period for sackdits after the year such building is placedervise. This
also includes all developments which tax-exempuisaf DSHA or an issuer other than DSHA, have been

issued that are still subject to the compliancéoper
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THE DELAWARE FREEDOM OF INFORMATION ACT

By submitting this Application, the applicant ackrledges and agrees that the entire Applicatiorydiog
but not limited to the market study, shall be degmé&public record" for the purposes of the Delawvar
Freedom of Information Act ("FOIA"), codified at Z%l. C. § 10001-10005. By submitting this Apptioa,
the applicant further acknowledges and agreestieatntire Application is subject to public exantioa and

copying pursuant to FOIA and any privacy rightsenttise applicable are hereby waived.

The Application should be comprehensive in addngsall information necessary for a responsible fngd
decision. However, DSHA reserves the right to esjadditional information during the review praces
should it be deemed necessary. Any such informa&quested and/or provided, shall be considergdpa

the Application and shall be subject to the abaleawledgments, agreements and waivers.
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REVIEW AND SELECTION PROCESS

Only developments that meet all federal and staigram requirements and meet minimum threshold

requirements will be reviewed for Credits.

DSHA will notify, via certified mail, the chief exative officer having jurisdiction over the locatiof any
application meeting the minimum threshold eligtigilequirements. Such notices will indicate tinet t
applicant has met the minimum threshold requiremanter the Plan and generally explain the prdoess

reviewing applications for the possible awardingeof credits.

DSHA will score the developments strictly in acamde with the Qualified Allocation PlanPrior to making
allocations in accordance with rankings pursuanit&QAP for the current year, DSHA shall allodatedits
to developments which (i) received Forward Res@matof Credits in previous years and (i) in the
determination of DSHA, have met any conditionsuolsForward Reservations and are ready to receive a

allocation of Credits.

In accordance with federal requirements, a detatiun that the Credits allocated to a developmemat
exceed the amount DSHA finds necessary for thanfilah feasibility of the development and its vidibs a
qualified low-income housing development will bedaagain at the time of allocation and at the tinge

development is placed in service.

A development cannot be allocated Credits in anuarhtinat exceeds the amount necessary to make the
development feasible. Therefore, the amount ofliCelocated to the development may change fratiain
Credit reservation. The final Credit allocatiorlake place at the time the development is planeskrvice

and DSHA has received cost certification by the em{mortgagor) and the general contraciiothe
development. A cost certification guide will beopided by DSHA for use by the developer in submittall
information. The cost certification for the development mustude all sources and uses of funds including all
syndication fees. The cost certification will gechinety (90) days after substantial completionestificate

of occupancy, whichever occurs later. If the @astification is submitted after the deadline dat2% fee (of

the credit allocation amount) will be due priotthe issuance of the IRS form 8609, Low Income Huyisi

Credit Allocation Certification for any building.
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Based on the rankings, threshold eligibility reviend needs analysis, DSHA shall make reservati@mch
recommendations to the Director of Delaware Statadihg Authority. An applicant may appeal DSHA's
ranking decision by submitting a written requestréronsideration to the Director of DSHA no latesn 15
business days from the date of the announcemeheafinking of applications. The request mustidela
comprehensive discussion of the basis for the ederation. Such requests will be considered ptiyntyy
the Director and the decision of the Director shalistitute final agency action. In the absenca ifquest for
reconsideration, the date of the ranking announoestell constitute the date of final agency actidhe

Director shall review the rankings, eligibility atidbreaker decisions. DSHA decisions are final.

Within 90 days of application deadline and subrissDSHA will notify sponsors in writing whether ot
they received a reservation and the basis of thisida. The reservation letter will enumerate rieeximum
amount of Credit available to the development a$ agethe conditions that will be required for fireal

allocation of Credits.

Federal law requires developments receiving arcation made prior to the year in which the buildisg
placed in service to (1) have more than 10% ofdlasonably anticipated costs of the developmentiad by
the later of (ithe end of the calendar year in which the allocaisomade or (ii) twelve months from the date
of the allocation; and (2) be placed in servicahgyend of the second calendar year following e pf

allocation.
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FORWARD RESERVATIONS

DSHA reserves the right, at its sole discretiorregerve a portion of its Credits for a year subsatjto the
current year to a highly ranked development thegiked only partial funding in the currgrgar due solely to
limited Credit availability. DSHA's determinatida reserve will be based on the amount of Creditlad to
demonstrate financial workability, readiness tocged and other considerations deemed appropiidie.
amount actually allocated in the subsequent yegrlradess than the amount reserved depending orABSH
determination regarding the financial feasibilifyttoe development. DSHA shall only make forward
commitments from the following year’s allocationdamot in an amount greater than the balance ofridits
available in the current year, after the higheskea projects have received their full complimenftsredits.
DSHA's Director reserves the right to amend theaAod Reservations requirements at his/her soleatisn.

(Also see Non-Compliance with Placed In Service Dabn page 52 for further information).
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PLACED-IN-SERVICE DATE

All developments receiving a reservation of Creditsst be placed in service either by November fldten
year in which they receive Credits or have incumaae than 10% of eligible development costs, noentisan
twelve months after the issuance of the reservégiber. Federal law requires developments reagigin
allocation made prior to the year in which the @imig is placed in service to (1) have more than td%he
reasonably anticipated costs of the developmentiiad by the later of (ithe end of the calendar year in
which the allocation is made or (ii) twelve montf@m the date of the allocation; and (2) be plaiceskrvice
by the end of the second calendar year followiregymar of allocation Ownersmust provide a written
certification to DSHA from a certified public acaant that the owner has incurred by the closé®f t
calendar year of the allocation, expenditures forenthan 10% of the reasonably expected basisof th
development.Developments, not adhering to this procedure ormestting the above criteria will be subject to
having their Credit reservation revokedh addition, owners and/or any related entities, asletermined by
DSHA, that received a reservation and/or a CarryoveAllocation of 2008 Credits and have not met the
10% test, as required by DSHA, by the 2009 Tax Cratapplication submission deadline are ineligible

to make application for 2009 Tax Credits.

To qualify for an Allocation Carryover Agreementyrers must provide proof of ownership of the propby
certifying in writing, under penalty of perjury,ahthey own the property and attach either a céplyeo
recorded deed or the owner's title insurance politg copy of the recorded deed is not availabléme, the
owner may provide a copy of the settlement statémadencing purchase of the site(s) along witlogyaof

the executed deed(s) and recorder's receipt.

At the time the Allocation Carryover Agreement xeeuted, the owner must elect whether the purdoant
Section 42(b)(2)(A)(ii)(l) of the Code, to fix ttegoplicable Credit percentage for each buildinghim t
development as the percentage prescribed by thret8gcof the Treasury for the month of the Cargrov
Agreement. The owner may request that DSHA agsigtions of the allocation to individual buildingpon
execution of the Agreement or request that DSHAgagzortions of the allocation to specific buildggithin

the development no later than the close of thendaleyear in which the buildings are placed in iserv

Non-Compliance with Placed-In-Service Date
1. DSHA, within its sole discretion, reserves thyht, based upon written documentation submitted by
the sponsor, to make a determination that thertati place a development in service is due to
circumstances beyond the sponsor’s control.

2. Such written documentation must:
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a) Be submitted in writing within thirty (30) dagé such sponsor’'s knowledge of the delay, via
certified mail to: DSHA, 18 The Green, Dover, OP901; and

b) State the name of the development, the nameedadgonsor, and the deadline pursuant to the
Code for placing the development in service; and

c) Provide an explanation, supported by appropegsigence, of (i) the due diligence performed
by the sponsor in attempting to meet the dead(inehe specific circumstances causing the
delay, (iii) the attempted remedial measures tdietine sponsor in order to mitigate the delay,
and (iv) any other pertinent information.

3. Notwithstanding any other restrictions in th@fkard Reservations” this section, or other sestioin
the QAP, upon such determination by DSHA that ih@umstances, are in fact, beyond the sponsor’s
control, DSHA may allow the development, havingvimasly been evaluated, reserved and/or
allocated credits (but being unable to be placesbimice within the applicable time limit), to retu
such credits without penalty imposed by DSHA anbdaiven a forward reservation in the allocation
of the same amount of credits (as those return@&stdA) within the next two calendar years after the
return of the credits.

4. Any such priority will be conditioned upon:

a) A determination by DSHA that the developmentticwres to be desirable in terms of meeting
affordable housing needs;

b) The sponsor’s early return of any previouslgadted credits; and

c) Such other terms as are deemed appropriate theleircumstances by DSHA in its sole
discretion.

5. Anything in the preceding this section on FohvBeservations to the contrary notwithstanding,
DSHA shall be authorized to make forward reservetiof tax credit authority in order to encourage
the sponsors of any such developments to returardubts within the year that it is determined thnegt
sponsor will not be able to place the developmeservice, while awaiting the allocation from the
next year.

6. The return of credits pursuant to this subsaatidl only be allowed one time and the development
and sponsor must comply with the current Qualifidldcation Plan (QAP) in place at the time of re-

application.

Extended Use Agreement All applicants must agree to a minimuhirty-year low-income housing
commitment for the development. The extended gseement must reflect any additional compliancéopler
committed to at time of application. TBeclaration of Restrictive Covenamtsist be signed, recorded and

returned to DSHA before the carryover allocatioavgarded or the development is placed in service
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Also at such time, the Owner will need to deternifriewill elect to fix the applicable Credit percentdge
acquisition credits on each building in the develept as the percentage(s) prescribed by the Spcoéttne
Treasury for the month the Carryover Allocation égment is executed or, alternatively, use the ealplie

percentage for the month in which the particuldlding is placed in service.

DSHA reserves the right to require certain condgito be met before making the final Credit allmzat
These requirements will be itemized in the Res@nmdtetter. Should any of the requirements listethis
document not be met or the characteristics of gweldpment be changed or modified at any time after
receiving the Carryover Allocation Agreement, tlvener agrees DSHA shall have the right to cancel the
Credit allocation and the owner shall acknowledgereturn in full the Credit allocation to DSHA.

DSHA is not making any representation or warrahit the amount of Credit allocated is sufficientrtake a
development feasible or viable or that the develapnhas complied or will comply with any particular

requirement of the IRC.
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COMPLIANCE MONITORING PROCEDURE

DSHA has implemented monitoring regulations forlthd TC program as required by the IRS. DSHA will
monitor all LIHTC projects for compliance with 1)mmum low-income set aside requirements, 2) rent
limitations, 3) tenant income requirements, 4) rdd@eping requirements, and 5) annual projecification

requirements.

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

DSHA will conduct on-site inspections of all theildings in the development by the end of the second
calendar year following the year the last buildimghe development is placed in service and, foeadt 20%
of the development’s low-income housing units, awghe low-income certification, the documentatios

owner has received to support that certificatiom #he rent record for the tenants in those units.

In addition, at least once every three years, DS¥PRconduct on-site inspections of all the builgiin each
low-income housing developments and, for at le@%b »f the development’s low-income units, insphet t
units, the low-income certifications, the documéotathe owner has received to support the ceatifins, and
the rent record for the tenants in those unitsHRSVill determine which low-income housing developmbs

will be reviewed in a particular year and whichaets’ records are to be inspected.

DSHA will request an owner of a low-income housitgyelopment not selected for the review proceduee i
particular year to submit to DSHA for compliancegiesv and annual compliance report, which will irséubut
is not limited to, copies of the annual incomeitiedtions, the documentation such owner has reckte
support those certifications and the rent recoreéeh low-income tenant of the low-income unitghigir

development.

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 throughehe
of the compliance period of the development. Eagher of a development receiving credits must pietime;
performance of DSHA inspections. The owner ofvriloscome housing development should notify DSHA
when the development is placed in service. DSH&mees the right to inspect the property prioissuing

IRS Form 86089 to verify that the development comi®to the representations made in the Application.
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These regulations are effective as of January 92 18owever, if DSHA becomes aware of noncomplighae
occurred before that date, DSHA is required tofpdiie IRS of noncompliance. These regulationssatgect

to change at any time to comply with Federal retinia.

Minimum Low Income Set Aside

The minimum criteria for low-income set-asides asdollows:

A) Twenty percent (20%) of the residential unitsiproject shall be both rent-restricted and
occupied by individuals whose income is fifty parcé60%) or less of the area median gross
income, or

B) Forty percent (40%) of the residential unitaiproject shall be both rent-restricted and ocalipie

by individuals whose income is sixty percent (6@%obdess of the area median gross income.
The owner may select either (A) or (B) as a minimaetiaside or a greater percentage, up to one éadindr
percent. The election is made at the time of apptin and must be maintained throughout the campé

and extended use periods.

Rent Limitations

LIHTC units are rent-restricted. The maximum rdvat can be charged for a low-income unit cannoeed
thirty percent (30%) of the imputed income limitatiapplicable to such unit (See - Rent Limits ByniNber of

Bedrooms chart).

Income Requirement

The maximum income requirement is fifty percentd@®r less of the county gross median income based
family size or sixty percent (60%) or less of tloeigty gross median income based on family sizes Giner
elects the income limit percentage to be usedestittie of application. The allowable incomes based
family size can be found in the Income Limits charhe owner must keep on file verification of teaant's

income.

The owner must retain on file DSHA’s Annual Tenbmome Certification Form, documentation/ verifioat
to support all income sources, and a copy of theddor each unit of the project. The form inchithe
following information:

a) Tenant name, social security identification narsb

b) Family dependents and ages

c)  Gross income and asset information

d)  Sources of income

e)  Full-time student status
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The form must be signed by the tenant and accdptéide owner. By signing this document, the terignt
certifying that the information is true and corte€ertain owners of 100 percent qualified low imeo
properties may not have to perform an annual réication of the tenant’s income, however, owneisrhave
to provide such certifications for various fundimggrams. In addition, data collection and subimiss

requirements will still be applicable.
DSHA reserves the right to request this informatbany time throughout the compliance or extengssl
period, whichever is longer. Please see DSHA's filiamce Monitoring Manual for proper documentation

and certification procedures.

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 kaear in the compliance period:

a) The total number of residential rental unit¢hie building (including the number of bedrooms
and the size, in square feet, of each residemtiahl unit);

b)  The percentage of residential rental units elthilding that are low-income units;

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

d)  The low-income unit vacancies in the buildingge}l information 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-in@mtenant per unit;

g) Documentation to support each low-income tesamtome certification;

h)  The eligible basis and qualified basis of thédig(s) at the end of the first year of the Ctedi
period, IRS Form #8609 and all attachments;

i) A list of all tenants of the building(s) at it rent-up which includes the following: name of
occupant, number of persons, and annual income;

i) The character and use of the non-residentiaigr(s) of the building included in the building's
eligible basis under Section 42(d) (e.g., tenacitifies that are available on a comparable basis
to all tenants and for which no separate fee isggthfor use of the facilities, or facilities
reasonably required by the project).

k)  Documentation that the owner has not refusddase a unit in the project to an applicant
because the applicant holds a voucher or ceréfiohtligibility 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, safatyl building codes
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(or other habitability standards), and the Statiecal government unit responsible for making
local health, safety, or building code inspectiditsnot issue a violation report for any building
or low-income unit in the project. If a violatioaport or notice was issued by the governmental
unit, the owner must attach a statement summarthiegiolation report or notice to the annual
certification submitted to DSHA. In addition, tbener must state whether the violation has
been corrected;

m) No findings of discrimination under the Fair kg Act, U.S.C. 3601-3619, occurred for the
project. A finding of discrimination includes adwrse final decision by the Secretary of
Housing and Urban Development, 24 CFR 180.680daerae final decision by a substantially
equivalent state or local fair housing agency, 48.0 3616(a)(1), or an adverse judgment from

a federal court.

The records (listed above) for the first year & @redit period must be retained for at Id&agears beyond the

due date (with extensions) for filirige federal income tax return for the last yeahefcompliance period of

the building. The records for each year thereaftest be retained for at ledsyears after the due date (with

extensions) for filingof the federal income tax return for that year.

Annual Project Certification and Review

The owner must annually certify to DSHA that, foe tpreceding 12-month period, the project has aeti¢he

following requirements:

a)
b)

c)

d)

9)

The project met the required minimum set-asideng higher set aside elected by the owner;
There was no change in the applicable frac@sndefined in Section 42(c)(1)(B)) of any building
the project or that there was a change, and aigésorof the change;

The owner has received an annual income cettiific from each low-income tenant and
documentation to support that certification;

Each low-income unit in the project was rentieted under Section 42(g)(2);

All units in the project were for use by the ge public and used on a non-transient basis fexoe
transitional housing for the homeless, providedanr&ection 42(i)(3)(B)(iii));

Each building in the project was suitable focigancy, taking into account local health, safaty
building codes (or other habitability standardsj] ¢he state or local government unit responsiine f
making building code inspections did not issuepereof violation for any building or low income
unit in the project.

There was no change in the eligible basis (&reatkin Section 42(d)) of any building in the proi,

or that there was a change, and the nature ofrttuege (e.g. a common area has become commercial

space, or a fee is now charged for a tenant fadéilitmerly provided without charge);
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h) All tenant facilities included in the eligibleis under Section 42(d) of any building in thggxh
such as swimming pools, other recreational faedlitand parking areas, were provided on a
comparable basis without charge to all tenanthénbuilding;

i) If alow-income unit in the project became vatcdaring the year, reasonable attempts were or are
being made to rent that unit or the next availainli of comparable or smaller size to tenants rgagin
qualifying income before any units in the projeereor will be rented to tenants not having a
qualifying income;

j) Ifthe income of tenants of a low-income unitlive project increases above the limit allowed in
Section 42(g)(2)(D)(ii), the next available unitafmparable or smaller size in the project wasithr w
be rented to tenants having a qualifying income.

k) If a household consists of ALL full-time studensuch households met one of the exceptions edtlin
in Section 42 (i)(3)(D) which prohibits householitzupied entirely by full-time students in a
low-income tax credit unit;

I) The owner has not refused to lease a unit irptbgect 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 g Act, U.S.C. 3601-3619,0ccurred for the project
A finding of discrimination includes an adversediinlecision by the Secretary of Housing and Urban
Development, 24 CFR 180.680, an adverse final ieclksy a substantially equivalent state or local
fair housing agency, 42 U.S.C 3616(a)(1), or areesky judgment 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 RmueReconciliation Act of 1989) (e.g. Declaration
of Land Use Restrictive Covenants relating to Lawweime Housing Tax Credits is in effect and was

recorded with the Recorder of Deeds in the applécabunty);

The owner must certify the above under penaltysofypy. In addition, it is a state crime punisteabl fine of
up to $2,300 or up to 1 year in prison or bottkriowingly make any false statements concerningaditlye

above facts as applicable under the provisiondttd T1, Delaware Code, Section 1233.

The Annual Project Certification form needs to benpleted by the owner annually and forwarded to BSit
18 The Green, P.O. Box 1401, Dover, Delaware 198@e Attention of Cynthia L. Deakyne, by Janubby

of each year.

DSHA shall review the Annual Project Certificatiosigomitted as required above for compliance wiéh th
requirements of Section 42. In addition, as sehfon page 1 hereof, DSHA shall inspect at le@86 ®f low-

income housing projects annually and shall insgiexztow-income certification, the documentation tlwener

59



has received to support that certification, andrém record for each low-income tenant in at 1886 of the

low-income units in those projects.

DSHA shall determine which tenants' records afgetinspected or submitted by the owners for review.
Furthermore, in connection with the inspection desd in the preceding paragraph, the records to be
inspected shall be chosen in a manner that wilgha owners of low-income housing projects advamatice
that their records for a particular year will ollwiot be inspected. However, DSHA may give an ewn
reasonable notice that an inspection will occuthst the owner may assemble records (for examplea$s

notice of inspection).

The certifications and reviews described in thidisa shall be made at least annually covering gaein of

the applicable 15-year compliance period.

Annual Site Inspection

DSHA shall have the right to perform an on-sitepeion of any low-income housing project throulgé &nd
of the compliance period or the extended use pgwbichever is longer, of the buildings in the jeadj
Through an on-site visit, DSHA will annually penfioran inspection of the owner's record-keeping for
compliance with 1) minimum low-income set asideuisgments, 2) rent limitations, 3) tenant income
requirements, 4) record keeping requirements, Blalnproject certification 6) physical inspectidnab least
20% of the units reviewed, and 7) all extendedrastrictions/agreements. DSHA also reserves it td
perform a general physical inspection of the baids), if it is deemed necessary. The owner muagiem
available all the information required by DSHA terform its inspection during normal business hdarshe

entire compliance period or until the end of theeaded use period, whichever is longer.

Notice to Owner

DSHA shall provide prompt written notice to the @wmf a low-income housing project if DSHA does not
receive the Annual Project Certification, or does neceive or is not permitted to inspect the témscome
certifications, supporting documentation, and renbrds described above, or discovers by inspeatmew,

or in some other manner, that the project is nabimpliance with the provisions of Section 42.

Notice to Internal Revenue Service

DSHA is required to file Form 8823 "Low-Income Hagg Credit Agencies Report of Noncompliance" with
the IRS no later than 45 days after the end otdneection period specified in the written notioglte owner
and no earlier than the end of the correction pefichether or not the noncompliance or failureddity is

corrected.) DSHA must explain the nature of theaoonpliance or failure to certify and indicate wietthe
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owner has corrected the situation. Any changétliveethe applicable fraction or eligible basistthesults in a

decrease in the qualifying basis is an event otaompliance.

Correction Period

Should DSHA find a project to be in noncompliandthvéection 42 of the Code, the owner must suppyy a
missing certifications, correct any findings, amthg the project into compliance with the provissaof
Section 42 within 60 days of the date of DSHA ncdition to correct the violation, unless extendgdi$SHA

in writing.

Compliance Monitoring Fee

DSHA will charge a monitoring fee on Tax Credipdiie units for performing the service of monitayithe
LIHTC project. For new projects, DSHA will char§800 per unit. This fee must be paid prior to néng
an allocation of Tax Credits; at the issuance & fBrm 8609 or the Carryover Agreement, whicheser i
issued first. For all projects allocated crediteralanuary 1, 1990 through December 31, 1996atineial fee
will be $15 per unit and will be due January 15hegear for the remaining years of the complianagoge An
annual fee of $15 per unit fee will also be duébag as DSHA has LIHTC monitoring responsibilitytéa the

initial compliance period has expired) for all peojies under the LIHTC program.

Compliance Monitoring Manual

DSHA has developed a "Compliance Monitoring Manaalbe used as a guide and reference for LIHTC

Compliance Monitoring Procedures. Upon reservadiohax Credits, a copy will be forwarded.

61



PROGRAM APPROVAL

In accordance with Low Income Housing Tax Credyulations, the allocation plan must be approvethby
Governor of the State before Credits can be akataGovernor Ruth Ann Minner approved the State of
Delaware's Low Income Housing Tax Credit Programoedstion Plan on December 17, 2009. Prior to the
approval by the Governor, a natification of the fmihearing on the Low Income Housing Tax Credit
Program'’s Allocation Plan was published in The Né@msgnal and the Delaware State News between
November 10 and November 29, 2009. A public hganias held on December 1, 2088Department of
Natural Resources and Environmental Control’'s (DIEREuditorium at 80 Kings Highway, Dover, DE at
10:00 a.m. Oral and written comments concerninghalified Allocation Plan were received and reeatcit
the hearings. Oral and written comments were d@edamtil December 1, 20G& 3:00 p.m. A transcript of

the hearings is available for review at DSHA's DdW€fice.

DISCLAIMER

The information contained herein is intended tovjate guidance to the applicant in terms of the afpi@ns of
the Qualified Allocation Plan. The informationnist intended to be restrictive of DSHA with respiecthe
operation of the Low Income Housing Tax Credit Pang. By submitting an application, the applicant
acknowledges and agrees that statements contairtied Plan are subject to change by DSHA to reflect
changes in applicable laws, regulations and otheraiise maintain consistency with other DSHA peargs,
goals or policies. Any changes to the Plan purstaathis section will be duly noticed with an oppmity for

public comments.
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DSHA POLICY ON CIVIL RIGHTS COMPLIANCE

The owner/developer/borrower and any of its empmsyagents or sub-contractors in doing busine$s wit
DSHA understands and agrees that it is the tosglamsibility of the owner to adhere to and compiyhall
Federal Civil Rights legislation inclusive of thaiFHousing Laws, Section 504 of the Rehabilitathat of
1973, the Americans With Disabilities Act as wedlany State and local civil rights legislation ajamith any
required related codes and fair housing laws. BhD&HA not specify any specific requirements, sash
design, it is nonetheless the owner’s respongiliditbe aware of and comply with all non-discrintioa
provisions relating to race, color, religion, seexual orientation, handicap, familial status,oradi origin and
any other classes protected in Delaware. The avnempliance responsibility includes design reeuoients
for construction or rehabilitation, equal opportynn regard to marketing and tenant selectionraadonable

accommodation and modification for those tenantei@ under the federal and state fair housing.laws
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VOLUME CAP CREDITS

Tax-Exempt Bonds — See separate DSHA Tax-Exempt Bdi\pplication

Properties financed with tax-exempt bonds may wecé% Tax Credits without participating in the aahu
competitive allocation process described in thaPlIn order to receive tax credits, propertiestmeceive a
determination that they satisfy the requirementdife allocation under the Qualified Allocation IPIERQAP)
pursuant to the IRS Code Section 42(m)(1)(D). Hamwecomplete applications must be submitted and
approved by DSHAefore the tax-exempt bonds are sold. DSHA's dét@tion that a property satisfies the
requirements of the Plan will be based on the ptgpeeeting all of the Threshold Requirements dbecrin
the QAP, including the geographic exemptions araptions. In addition, an application must score a
minimum of fifty-five (55) points. For the purpasef the 4% Tax credits only, DSHA, upon a showsfg
good cause by the applicant, may waive a minimeiqroof the $30,000 hard cost requirement for sl
rehabilitation. Such a waiver shall be in the sbéeretion of DSHA and shall only be granted upshowing
that the proposed rehabilitation is sufficientemts of quality and significance, notwithstandihg fact that it

does not meet the $30,000 requirement.

Tax-exempt bond-financed properties must make aticapion for Tax Credits prior to construction or
rehabilitation of the property and will receive @its on the full amount of their eligible basis wiflat least
50% of the development’s aggregate basis is firdmgth tax-exempt bonds. In the event that a teexgpt
bond property is proposed in the same area as ¢ogpex Credit properties, the market study muetjle

an acceptable demand analysis.

Note: Developments proposed to be financed with xeexempt mortgage revenue bonds (MRB)
receiving Private Activity Volume Cap and requestim funding from the Housing Development
Fund, mustapply to DSHA during DSHA's annual Tax Credit application round for 9% credits.
(Please see HDF Supplement for more information)Where a special appropriation is approved by
the State Legislation for a specific development aifor type of development, DSHA may, at its sole
discretion, waive the requirement to make applicatin for 9% Tax Credits for applicants seeking
HDF funding provided the development is otherwiseifiancially feasible as determined by DSHA.
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APPLICATION FEES AND PROCESSING

Pursuant to 31 Del.C. § 4028, upon receipt of gliegtion, DSHA will notify any state senators and
representatives whose districts include the arezxevtine applicant’s proposed development is locazavell
as the chief executive office of any local governtrteaving jurisdiction where applicant’s proposed
development is located.

A non-refundable application fee of $750 must aquany all applications, including application for Mme
Cap credits, at the time of submission. At resdmaof the Credits, including Volume Cap Credis,
additional 1% of carryover/allocation amount x (&0) yeards due. Prior to the allocation of Credits,
issuance of IRS Form 8609 or Carryover Agreemehichever is issued first, a $500 per unit commléan

monitoring fee is due. All fees are non-refundable

SEVERABILITY

If any provision of the Qualified Allocation Plam the application thereof to any applicant, person
circumstance is held invalid, such invalidity shadt affect other provisions or applications of Blan which
can be given effect without the invalid provisianapplication, and to that end the provisions i #lan are

declared severable.
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