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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 fQQualified Allocation Plan (QAP). The Delawarats
Housing Authority (DSHA) is the allocating agenoy the State of Delaware. The following Qualifdtbcation

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 freject includes the
use of existing housing as part of a communitytedization plan

iv. Sponsor characteristics



v. Tenant populations with special needs hausi
vi. Public housing waiting lists
vii. Tenant populations of individuals with affien
viii.  Projects intended for eventual tenant ovehgp
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 thesamo
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 feestasmlned by the cost certification and certified by
applicant's certified public accountant in accomawith Section 42. Land is not a depreciable itewer
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,stabtial rehabilitation and acquisition, if subgiain

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 aurill

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 costsuebic 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 improvemergsewnade 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.

Early disposition of a building is a recapture dvamniess the owner posts a satisfactory bond wihin
months of loan repayment and not later than foarsef original issuance and the second bond daies n
increase or generate new tax credits. The HouBiedit recapture bond rule has relaxed the rulkuture
and past dispositions if (a) it is reasonably eigeeehe building will continue to be operated apialified

low-income building; (b) the taxpayer elects toshject to the new longer statue of limitations.

The Low Income Housing Tax Credit Program is compled evolving. For example, changes in the
program adopted by Congress over the life of tlgiam require careful review by persons who have
extensive experience and expertise with this pragaad it requirements. The explanation containetiis
QAP is qualified in its entirety, as it is only ansmary of the LIHTC program and should not in araywe
relied upon as legal advice. To that end, itrisrgily recommended that project sponsors interasted
applying for a Tax Credit allocation contact thaix accountant and attorney to review this progihm,
Internal Revenue Code (IRC) and IRS RegulationS, iitings, 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 DSHésed



on existing regulations. Any changes of rules mapglirements, must be met by the owner/investar(sjder
for them to continue receiving the Tax Credit. HBatons, rulings, Revenue Procedures and TechAitake
Memoranda (TAMSs) are regularly issued by the IRSs the sponsor’s obligation to understand anugy

with the rules.

DSHA reserves the right to award a state basisthoadigible basis of up to thirty percent (30%3, determined
by DSHA, for the highest ranked property(ies) tkemthem financially feasible. This additiorost is not
available for properties that are in a Qualifiech€es Tract (QCT) or Difficult to Develop Area (DDAnce a
QCT or DDA already qualifies for the additional 3@¥ost. No applications will be accepted withatesbasis
boost included in the tax credit calculation. DSW# determine during the ranking/underwriting pess if a

state basis boost is needed for financial feasibili

DSHA encourages all applicants to promote gredteice of housing opportunities and avoid undue
concentration of assisted persons in areas congainhigh proportion of low-income residents oaieas
containing a high proportion of affordable rentaits and build communities of opportunities for mgereated
(conversion or new construction) projects. DSH#oancourages all applicants to consider building i
communities with minimal affordable rental unitatéve to their housing needs for newly createdraf@ble

housing projects.

Failure of a project to fulfill all representat®made in its application may result in a delay

and/or non-issuance of the IRS Form 8609. At its dscretion, DSHA may impose penalties for

failure to comply with eligibility or point requireents, such penalties to include, but will notibeéted to: a
reduction in the allocated credit amount, the teikdl cancellation of an allocation, or penaltyrsiwhich will

be carried forward to applicant’s subsequent DSHATIC application.



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 usedusidegDSHA'’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 househwallalg 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 @aftdn 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 Irenits are estimated to be in need of
rehabilitation. This is estimated as 50% of thelstibat is 20 years or older. Most of these
units are assumed to need only moderate rehaloilitat

Table 1: Rehabilitation Need 2008-2012

Assisted Rental Units Estimated in Need of Rehab
Substandard
Renter-Occupied ] In Sites Not
Units IIET< SirtgszLZJgiZ 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 demalitions,
rehabs, and an estimate for slippage, of the housing conditions survey conducted for the 2003-2007
Housing Needs Assessment. The estimate of assisted unitsin 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-+ 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. Theseus 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 éhiesuseholds 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 oncPubl
Housing and Housing| Total At-Risk
Annual Income Annual Income Choice Voucher Households
< $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 agh infusion of capital for rehabilitation to remai
viable and continue as safe, decent, assisted reniaing.
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Table 3: Potential Expirations 2008-2012

Income-

Subsidized Units Restricted Units

Droeck-based oural 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.
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Table 5: Low-Income Housing Tax Credit Units Expiring 2008-2012

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 conditodten 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.
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» There is minimal projected new construction demfandhouseholds in the income
ranges most likely to be served by the LIHTC prog(81-50% and 51-60% of Area
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 Needl 5 qqisted Extremely | Very Low (30-| LIHTC (51- Other (61- | Total —
Substandard of Rehab Units at | LOW (0-30% 50%) 60%) 80%) New
In Sites Not . ; Constr
HRent-al Dueto In Ste_S Due RISk (?f Existing At- uction
ousing Expireby | ©© EXPireby Expiration Risk 18-54 | 55+ | 18-54 55+ 18-54 554
2012 2012 2009-2012
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 1,48

NOTE: The needs presented under the Existing Housink Stéssisted 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 tlevablew 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 DSAMH 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 Assessmemtifidd 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®/0 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§ttmunty; 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 &af8# 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 respeeools. Developments will be ranked within thPsols and
the highest scoring developments in each Poolbgilseparately evaluated to determine the amouakafredits
required. Each year DSHA shall establish the paagge of available credits for each Pool based SBhHAs

development goals, need for affordable housin@ohearea, and compliance with State Strategid3dticies and

Spending.

Non-Profit Pool

In order to encourage the participation of local/an State tax exempt organizations, and as redjbiyeSection
42 of the IRC, a minimum of ten percent (10%) @& kousing credit ceiling for the current calendzaryshall be
set aside for qualified non-profit organizationgv@lopments that compete in the Non-Profit Podhéfy do not
receive an allocation, will be eligible to compgteaheir respective geographic pools. If the higglranking non-
profit sponsor requires additional credits, DSHAamves the right to allocate the additional crenisded from
another pool in which the development is locatedf@nissue a forward reservation for the remairderedits

required. See definition of a qualified non-prafiganization.

The estimated dollar amounts for 2011 are basetherannual tax credit authority available. 201 iwfrd

reservations and commitments reduce Delaware’avadiable Tax Credit amount to approximately $2,920

1. Non-Profit Pool Approximate Tax Credit Authority
All Eligible Non-Profit Organizations $246,500

2. Preservation/Rehabilitation Pool Approximate Tax Credit Authority
$1,101,420

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

is in (1) in need of substantial rehabilitation(®y at risk of losing its affordability.

B. Subsidized: Any currently occupied subsidized haydevelopment (see definition on page 28 of
subsidized housing) (1) in need of substantialb#itation or (2) at risk of losing its affordakii
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To further prioritize preservation developmentsinBowill be awarded for each of the following faxt up to
a maximum of ten (1Q)oints. Each factor listed below must be suppoatedi documented as an attachment

in the application.

Require hard cost/rehabilitation expenses thatesk&&0,000/unit* - 4 points.
Have committed federal rental assistance contra®izoints.

Property was placed in service on or before Dece@bel994 — 2 points

P w NP

Property is a family development — 1 point.

*All hard/rehabilitation costs will be for the bdihg housing the units and units only. (Must beutioented
by the Capital Needs Assessment and proposed higdiadn work must be past its 50% life cycle per
DSHA's Construction Standards. Attachment A — Gagtnmary (LIHTC Part Il Application — Page 22
must also be completed). Costs not tanmuded in the $50,000/unit, include but are liratted to, all
offices, community rooms/buildings, storage ar@aaintenance areas, and separate laundry facilitiles,
exterior work not an integral part of the buildimgunits, all site costs, bonds, and all work rf@t standard
nature such as installation of awnings or solaefsanThe Applicant will not be eligible for poinits the
Preservation/Rehabilitation Pool if Attachment £ost Summary of the LIHTC Part Il Applicatiomist

completed.

In order to qualify for Section A (Tax Credits)etapplicant must submit written confirmation frdma Tax
Credit agency that the development's affordabiéigpiration is imminent or meets the definition of

substantial rehabilitation.

In order to be eligible under Section B (Subsidjxéte applicant must: 1) provide a letter of comfition

that the funding source is interested in receidngpplication for any applicable capital assistaared 2)
commit to making an application for continued pobjbased housing assistance payments and/or rental
assistance payments for the longest possible panidtb continue to re-apply for extensions. Tiigation

to apply for rental assistance payments will beoadition of any Tax Credit Reservation Letter and a

confirmation of rental assistance payments musebeived prior to construction closing.

For each of the above definitions, the applicanstraubmit written confirmation from the contract
administrator or tax credit agency of imminent eapon of affordability controls within two (2) yesaof

application submission or meetse definition of substantial rehabilitation.

NOTE: RD Section 515 properties that are not gotiiscan apply under one application as long as the

ownership entity is under common ownership fopadiperties.
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3 Chronically Homeless Set-Aside Approximate Tax Credit Authority $250,000

In order to encourage the development of permawogortive housing units for the chronically horssle
$250,000 of the housing credit ceiling has beesisket for housing serving the chronically homelebse

households served by this set-aside have veryle@rincome with high needs for supervision andsia-
services. Therefore, applications proposals mgtide contracts and/or commitment letters forgubj
based housing assistance payments and/or renigthase (either from federal, state, or sponsodéah
resources) for the duration of the affordabilityipd. In addition, on-site services must also beunented

through contracts and/or commitment letters foratferdability period.

Individuals who are chronically homeless are defin as unaccompanied adults who meet one of the
following criteria:
(Priority 1)
An unaccompanied person with an income less théf &he AMI andis homeless, currently residing in an
institution, or is living in substandard or ovenaed 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
(Priority 2)
An unaccompanied person with an income less thét &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 Withset-aside should have staffing 24 hours a 3@y,
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 strengttoofmitment to provide services for the
duration of the affordability period.
2. The anticipated sources of funding for such sesvarad clear identification, in the proforma how
services will be funded and maintained during ttierdability period.

3. The physical space that will be used to providéhsesvices.
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How the sponsor or the contracted (or equivaldatiomship) supportive services provider, meetsibeds

of the intended population and their experiengeroviding services to the targeted population.
If there is insufficient demand for the Chronicdilpmeless Set-Aside, credits remaining in thabseate will
first be redistributed to the New Housing Creatiorio any other respective set-aside or pool at BSH

discretion.

4. New Housing Creation Pool Approximate Tax Credit Authority = $600,000

A. Conversion: Any non-subsidized, non-tax creditdiog development considered substandard (see
definition) and needs substantial rehabilitaticat thill be converted into newly restricted and siesd
affordable housing rental units.

B. New Construction Project - non-elderly (unless 58%lderly units are subsidized): A newly
constructed property that is created for newlyrietsd and/or assisted affordable housing rentasun

Elderly projects must have a 50% subsidy cont@tugits) if applying in this set-aside.

The new housing creation pool was established ¢owmage new rental housing in response to new hoice
growth and to relieve the conditions of "At-Risleéhter households. "At-Risk" renters are cost-buede

residing in overcrowded or substandard units, cassisted housing waiting lists.

Other Reservation/Allocation Restrictions
In each calendar year, the total dollar value efafedits that can be allocated under these milasited by
the State housing credit ceiling provided in Set#id of the IRC. Applicants seeking these crestigdl be

ranked in each Pool according to their respectoistfscores.

Compliance with the requirements of the Code isthie responsibility of the owner. All applicast®uld
consult their accountant, tax attorney or advisotoathe specific requirements of Section 42 ofGloee

governing the program.

Credits for all applicants will be limited to no neathan:Fifty percent (50%) per development of the State's
annual Credit authority available during any altoma year, based on the maximum eligible basistéirtsee
definition of eligible basis limits): or 2) irresgtive of the number of developments, no single kigreent entity
shall be allocated more thdifty percent (50%) of the total annual credit authority available idgrany
allocation year, this shall include but not be terito, any consultants, co-developers, or jointwes where the
development entity receives part of the developiees A development entity that react®®o of the total

allocation dollars available will have its next kad development eliminated.
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Consideration for a Tax Credit allocation will bigen for contiguous properties which may or may lmet
controlled by a Declaration of Land Use Restricti@enants Relating To Low Income Housing Tax Qseoli
other affordable rental restrictions, as long 456 of all units in the proposed project meet the
"Preservation/Rehabilitation" definition under t#&\P; 2) all contiguous properties will be undemeoon
ownership and 3) all contiguous properties ardldégo receive acquisition and rehabilitation Tawedits under
the Code

Once a development has received an allocationedfits;y additional application(s) for credits fosabsequent
development on the same or a contiguous site mialyensubmitted until such time as the original d@waent is
substantially complete and is at least ninety (9@)ed to qualified residents. DSHA may waive teguirement 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 reted

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

Chronically Homeless

As defined in the Chronically Homeless Set—Aside.

Code
Internal Revenue Code, 26 U.S.C 81 @t se

Community Revitalization Plan
A municipal, county, or regional plan that hagmdormally endorsed by a governing body. This
includes, but is not limited to, a municipal andtyunty Consolidated Plan, local or regional
redevelopment plan, neighborhood redevelopmentgdamdorsed and approved by local government, or

a development that is located in an Enterprise Coniity

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 in the Attachmerh#oQAP.

Conversion
Any non-subsidized, non-tax credit housing develepntonsidered substandard and in need of
substantial rehabilitation that may be converteéd rewly restricted and assisted affordable housing
rental units.

Consultant
Consultants can be members of the Development Te&onsultant’s duties include, but are not
limited to, application packaging, arrangementsigrdication, closing preparation, processing draws,
management liaison, etc. In order to claim pdiotconsultant experience, the consultant must
receive a minimum of 25% of “the Developer fee égxavhen DSHA may approve a lesser amount
prior to application submission) and the consultanst demonstrate that their firm will be with the
project from application stage until break-evempérations, if not longer. Note: Consultant fees
must be paid from the Developer’s fees and the amaiflithe consultant fee must be disclosed at

application.
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Developer
A Developer is any corporate entity, partner oiivitial responsible for initiating and controllitige
development process and ensuring that all, or aatenal portion of all, phases of the development

process are accomplished.

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. The
developer fee cannot exceed $1,000,000. For igesftinterest (related party) acquisitions of
existing rental properties, the developer’s feeaisulated at 8v2 % of the Total Development Cost
excluding developer’s fee, transferred reservesdlarepayment penalty or other penalties and land
cost, and cannot exceed $1,000,000. In additi@ulits will not be allocated on: 1) developer’'ssfee
exceeding the above developer fee limits; or 2)daweloper fee paid on costs exceeding the Eligible

Basis Limits.

DSHA may consider an increase in the DevelopeesdE@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 the cgeticy to reduce the DSHA permanent loan(s)
by the same amount as being paid in additionalldpe€s 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 and iases 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 requirddnd approved development costs including
but not limited to, required reserves or escrows; a

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

5.Payment of any additional developer fee and suts@qeduction in DSHA permanent loans or
the total development costs will not result in ardase in the annual amount of Tax Credits or
decrease in the amount of LIHTC equity contributethe development.
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Development Team
Developments must be sponsored by an entity widkswelopment Team that has development,
construction and/or management experience. Mendiehe Development Team must evidence the
capability, as determined by DSHA, which is neettegsuccessfully undertake, complete and operate
the development. The entire Development Team maslidtlosed at time of application and
includes, but is not limited to, the architect, eleyer, engineer, surveyor, real estate counsel,
developer’s tax counsel, management agent and gsiogeagent/development consultant (if
applicable). Any substitutions of Development Taaembers from original application or at any

time during the construction period must be prerapgd by DSHA.

Eligible State Basis Boost
DSHA reserves the right to award a eligible statesbin eligible basis of up to thirty percent (30%
as determined by DSHA, for the highest ranked pigfies) to make them financially feasible. This
additionalboost is not available for properties that are @ualified Census Tract (QCT) or Difficult
to Develop Area (DDA) since a QCT or DDA alreadwlifies for the additional 30% boost. No
applications will be accepted with an eligible sthasis boost included in the tax credit calcuhatio
DSHA will determine during the ranking/underwritipgocess if a eligible state basis boost 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 ebe basis as defined in section 42(d) of the code,
excluding the QCT 30% adjustment factbessed on number of bedroamdarket rate units are not
included in the eligible basis calculatiomhe limits replicate the 221(d) 3 HUD limits utiid under
the HOME Program.
(Effective 01/01/2010) as follows:

0 bedroom 1 Bedroom 2 Bedroom 3 bedroom 4 bedroom

$125,928 $144,355 $175,536 $227,085 $249,271

A project whose total eligible basis exceeds ttevallimit may participate in the program; however,
the maximum amount of Credits allocated to a deprekent is limited to the amount of eligible basis

or the eligible basis limit, whichever is lower.
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Energy Audit

Architect shall hire a professional firm certifibgl the Building Performance Institute. The firnrakkh
provide an audit of existing properties to deteemivhich energy saving measures can be
incorporated into the architects’ design. New tresion drawings shall also be reviewed by a

certified firm to include the proposed energy sguimeasures into the final design

Environmental Site Assessment
A Phase | Environmental Site Assessment shall epgped in accordance with ASIM E-1527-05 and
is required for all applications. The report canp® more than 12 months old at the time the
application is submitted to DSHA. The report sl@laccompanied by a certification from the
applicant stating that any issues raised in thé&r@mwmental site assessment have been reviewed and

budgeted accordingly in the development budget.

Environmental Audit
A Phase | Environmental Audit is required for adpéications with existing buildings. The Phase |
Audit report must include the results from thedualing tests: lead in water, lead-based paint,
asbestos and radon. Only the executive summaheakport shall be submitted in the application.
Cost estimates for any remediation work shall lwigied and included in the executive summary and

in the development budget.

Families In Poverty
According to the United States Department of Heaitti 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 $10,830
2 person household $14,570
3 person household $18,310
4 person household $22,050
For each additional person, add $3,740

Identity of Interest
DSHA has further defined identity of interest aelates to the Developer fee as an affiliate and/o
related party that: (i) has a spousal or familgtrenship, parent-subsidiary relationship, or veher
owners, officers, directors, partners, stockholdenmembers of one business entity has a five perce
(5%) or more interest in the other business entityji) where a substantial relationship exists

between the parties directly or indirectly throu¢d) common family, (b) common general partners or
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members, (c) common control of the entities, ortli@)person or entity is otherwise controlled in
whole, or in part, by the other person or entitytak attorney’s opinion must be submitted at
application in order for the related party to giydior acquisition credits in accordance with Sewti
42. The opinion must state that the owner is eutitb claim acquisition credits under Section 42 in
accordance with IRC related party requirementswéler, the opinion is not required for acquisition
credits when the property is acquired more thagelds after the later of the date the building was
placed in service or the date of the most recengualified substantial improvements were made
for properties receiving federal subsidy such ar8éction 8, Section 221(d) 3, Section (d) 4,
Section 236 & USDA Section 515 or any other hougiragram administered by HUD or the Rural

Housing Service of the Department of Agriculture.

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

Interim Income

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

service normally paid during the construction pdyio

Low-Income Unit
As defined by IRC Section 42(1)(3), a family is saered low income if itsicome is less than 60%
or 50% of area median income, adjusted for faniidg slepending upon whether the applicant elects
to satisfy the “20-50 test” or the “40-60 test” @ndRC Section 42(g)(1).

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 prajaas with 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 proegidthe 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 accordaiticeStandards 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 whefteast 20% and no more than 50% of the

total units in the development are not tax creglitHrestricted and not subject to income limits.
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New Housing Creation
The creation of newly affordable rent and inconsdrieted units. Includes new construction and

conversion of non-residential use to residential (@xcludes elderly unless at least 50% of thesunit

are subsidized). Completely vacant and/or abandstmadtures are new creation for the purpose of

this definition.

Preservation/Rehabilitation
A. Tax Credits: Any tax credit housing developmertijolt has completed its compliance period that is

in (1) need of substantial rehabilitation or (2Jisk of losing its affordability.
B. Subsidized: Any currently occupied subsidized hmypgevelopment (see definition of subsidized
housing on page 30) in (1) need of substantialbititetion or (2) at risk of losing its affordakiii

In order to qualify for the preservation/rehabtiita point category, for each of the above defimis,
the applicant must submit written confirmation frtime Tax Credit agency or subsidy contract
administrator that the development's affordabditpiration is imminent or meets the definition of

substantial rehabilitation.

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 theiste 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 owns
an interest in the development (directly or throagbartnership) 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 qualifiexh-profit organization as:

i. Such organization is described in paragraplto(3}) of Section 501 (c) and is exempt
from tax under Section 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.
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For non-profit/for profit joint venture delopments, applicant must submit an agreement t6A)S
outlining the current and long-term roles of thetpers. An unqualified legal opinion must be
submitted with the application that states thetjganture meets the requirements of Section 4Bef t
IRC as it relates to being considered eligibledmpete in the Non-Profit PaoDSHA further
requires that the non-profit partner must maingifD0%ownership interest in the general partner

throughout the compliance period.

Related Party
IRS regulations state that two persons are relaited same persons own more than fifty percent

interests or profits in multiple partnerships. d\kee Identity of Interest definition.

Special Needs Housing

Developments, targeting special needs populatiefesred to below must make available a minimum
of three services specifically addressing the neétlse identified group. Special needs populaion
include individuals and families who are in need@ftain types of home and/or community based
supportive services in order to remain capabledépendent living in communities. Supportive
services range across a wide continuum of carendlhdary from person to person depending on
their particular physical, psychosocial and or raklimnitations. Targeted special needs population
are:

Persons with HIV/AIDS related illness;

Homeless;

Persons with mental iliness;

Persons with physical disabilities;

Persons with intellectual disabilities/developméntdisabilities; 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 ompjate, available, accessible and provided at leas
four (4) times a year to the development’s resislefihe cost and source of funds to pay for social
services must be included in the application. $es/should be actively linked to the residents and
not simply provided to the community at large anastrbe provided on-site.
Examples of services include but are not limitzd t

Parenting programs;
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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.

Subsidized Housing

Any housing that presently has United States Hgu&iturban Development (HUD), USDA Rural
Housing Service (RD) and/or equivalent project-da®smtal assistance contracts. A copy of any

pertinent contract for subsidy must be submittetth tie application.

Substandard Housing

A w DB

10.

Substandard housing, is a unit or building thattsgee definition below anid in need of substantial
rehabilitation in order to make the unit or builglistructurally sound, safe and habitable and noeet |
housing or building codes.

A housing unit is substandard if it has one or nadréhe following conditions:

Does not provide safe and adequate shelter.

Endangers the health, safety, or well being ofailfain its present condition.

Has one or more critical defects.

Has a combination of intermediate defects in sigffit number or extent to require
considerable repair or rebuitdi (The defects may involve original constructiorthey
may result from continued negler lack of repair or rebuilding).

Does not have operable indoor plumbing.

Does not have a usable flush toilet, bathtub onshaside the unit for the exclusive use of
a household.

Does not have electricity or has inadequate orferedactrical service.

Does not have safe or adequate source of heat.

Does not have a kitchen.

Has been declared unfit for the habitation by aenmay or unit of government.

Critical defects includeWalls or partitions or supporting members, sjiiésts, rafters, or other
structural members list, lean, or buckle, are dyttketeriorated, or damaged, with holes or cracks.

Floors or roofs do not have adequate supportinglmeesrand strength to be reasonably safe.
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Foundation walls, piers or other supports are aetted or damaged. Steps, stairs, landings,
porches, or other parts or appurtenances are riredtan such condition that they will fail or
collapse. The roof, flashings, exterior walls,drasnt walls, floors, and all doors and windows are
not weathertight.
NOTE: “Single room occupancy” (SRO) housing is N&ibstandard solely because it does not contain
sanitary or food preparation facilities (or botfgRO is a unit which contains no sanitary facsitee food
preparation facilities or which contains one but Imath types of facilities and which is suitable é@cupancy

by a single eligible individual capable of indepentliving in accordance with 24 C.F.R. § 882 102.

Substantial Rehabilitation
A Rehabilitation development is considered to beargoing substantial rehabilitation if the
minimum rehabilitation cost per unit is at leasOE®O0 of hard cost and meets both of the following
conditions (unless otherwise approved by DSHA):
Condition One:  The building’s most recent use lhesn residential.
Condition Two:  One hundred percent (100%) of thitgsumithin the existing

structural framing are being rehabilitated.

Developments with rehabilitation and new constarctombined will not be considered

rehabilitation developmentsiifiore than 25% new units are added.
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THRESHOLD REQUIREMENTS
Applications shall meet all of the threshold eligibiity 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 initbmes at or below 50% of
median gross income, adjusted for family sizegfch county; or
b) A minimum of 40% of the units to be occupied by $elolds 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
as to the number of housing units that will beaséde for low-income households in total, must
be made at time of application for Credit and nwired for the entire compliance period. Once

made, both decisions are irrevocable.

2) Units must be rent-restricted with gross reatsaf 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 byHahd local housing authorities. A
development can use these allowances or when apfdigustify their own by using local utility
company estimates, HUD Utility Schedule Model, oeE)y Consumption Model (see DSHA'’s
Compliance Monitoring Manual for more informatiorhflUD, local housing authority utility

allowances or local utility company estimates nestipdated 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 individizsleach separate bedroom.
4) Tax Credit units must be developed and maintainequivalent quality

and square footage as non-tax credit units.

5) All units must meet applicable buildingdéor housing codes.
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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) State Strategies for Policies and Spending\ll applications for tax credit developments mhstlocated

in Level 1, Level 2, or Level 3 Investment Areesdefined by State Strategies for Policies and
Spending. While development proposals are ptdit environmentally sensitive areas, pursuant to
State Strategies for Policies and Spending, specraideration should be made to protect the
environment. In keeping with State Strategies faides and Spending, tax credit developments shoul
as much as practical integrate into existing regidecommunities andeighborhoods. Surrounding uses
must be compatible with the proposed developmenhtiag proposed design shall be compatible with
existing architecture in the area. Delaware Stiategnd Maps can be accessed on the web at:

http://stateplanning.delaware.gov/

2) Compliance with Discrimination Laws - All applicants must comply with the provisionsafy 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 imposed b
or pursuant to the Regulations of HUD 24 CFR Slgb#it Part 100 issued pursuant to that title;
regulations issued pursuant to Executive Order 3186d Title VII of the 1968 Civil Rights Act, as
amended by the Fair Housing Amendment Act (Puldie 100-430) and Americans with Disabilities Act
(Public Law 101-336). In addition, recipients efléral funds (i.e. RHS HUD financing) must comply
with Section 504 of The Rehabilitation Act of 1933,amended (29 U.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 siz e eligibility for two bedroom units when it is sati sfied that conditions

exist that indicate difficulties in finding qualifi ed families to rent two-bedroom units. Such condit ions include, but are not

limited to: Market condition shifts; low absorption rates; no waiting lists; large number of one perso n household applicants;
excessive vacancies for extended periods of time an d increased elderly household demand. If condition s can be documented, a
development owner may apply in writing for a waiver . DSHA, may elect to permit occupancy by one perso  nin a two-bedroom
unit for a maximum of 10% of the total number of tw  o-bedroom units in a property. Requests for the wa iver will only be

accepted 24 months after _development has reached 100% occupancy. For elderl y only properties, one person households may

be eligible for two-bedroom units. However, priori ty must be given to two person elderly households o n the waiting list.

32



4) Minimum Gross Square Footage-DSHA has established a minimum gross squaredeatquirement

5)

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

size. The following gross square footage dimens&gaghe minimum required by bedroom:

one bedroom- 700 square feet;

two bedrooms- 850 square feet;

three bedroom -1050 square feet,

four bedroom -1300 square feet

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

Square footage of units may rtwg averaged to meet minimum square footage reqairts.

For City of Wilmington applications, DSHA will follow the 2003 International Building Code, City of
Wilmington definition of SRO / Efficiency. An efficiency living unit shall conform to the requirements
asfollows:

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.

Market Study - In order to demonstrate the need and demantthégoroposed development in a
market area, a comprehensive market study of thseihg 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 marketyssalbuld be conducted within six months of the
date of application submission. The assumptiord irsthe 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 ineligiBI8HA must pre-approve the market study

provider.

2 The minimum gross square footage is measured from t he face of the exterior sheathing to the center lin e of the party wall
(exclusive of storage and common areas). Storagea nd common areas are defined as areas contiguous to units but not part of
the units' living area such as attached storage she ds, storage rooms, stairs and halls in common areas
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6) Local and Community Notice For Acguisition/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 locahyor/council president, local state senator and the
local state representative that an applicationbleasn submittedApplicant must also notify, via
certified mail, all neighborhood associations, cigroups and community organizations within one-
quarter mile of the proposed development after sttimign the application. In New Castle County, the
New Castle County Office of Community Governingloe Community Organization Guide, City of
Wilmington, Office of Planning are possible sourtmrsa listing of neighborhood associations. For
Kent and Sussex counties, if lists do not existetier must exercise due diligence, including
specific contact with local legislators to obtamfiormation on specific and legitimate groups in
notifying the appropriate surrounding communitieggitimate (organized with by-laws)
neighborhood associations, civic groups and comtynganizations must be in existence at the time
of notification. All letters providing notice purant to this section shall be substantially inghme
form as provided in the LIHTC application. Applita/sponsors must certify to compliance with this
section, as well as document proof of compliandiéform of U.S. Postal certified mailing receipts
and stamped green cards submitted to D®MA:00 pm on April 25, 2011(approximately ten (10)
days after application). Failure to submit thevadboeferenced certification, stamped receipts and
green cardso DSHA by the deadline will result in the disg@iahtion of the sponsor’s application.
DSHA reserves the right to reject any applicatidrere the notice does not conform to the form
notice as provided by DSHA and/or otherwise failiagomply with the provisions of the local
government and community notices requirements. D$8ldAns no responsibility regarding the
inclusion or exclusion of civic groups, neighbort@ssociations and or community organizations

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@REVELOPER
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, PKRIG LOTS, LIGHTING,
ETC.).

NOTE 2: ALL NEW CONSTRUCTION DEVELOPMENTS ARE EXERT FROM THIS
THRESHOLD REQUIREMENT BECAUSE NOTICES ARE GIVEN THRUGH 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 Applicantsare not eligible to compete if they:

a)

b)

c)

d)

e)

9)

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

Have a general partner, voting member, developkted party, or an affiliated entity who
has failed to utilize credit within program timeidelines causing the recapture of said
credits.

Have a general partner who has been removedharawn under threat of removal from a
tax credit development.

Have a general partner, voting member, develapkated party, or affiliated entity that
owns a managing or controlling interest in any LEdevelopment that has failed to submit
annual development certifications and/or is delgmgun payment of monitoring or other
required LIHTC fees.

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

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

Have any development that is not complying wihDeclaration of Restrictive Covenant
Provision, including, but not limited to, not prding social service commitments, additional
income restrictions, elderly preferences, publieding waiting lists, and the commitment to

renew housing assistance contracts.

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 dispositiod development agreement, an option to purchase

or lease, or a purchase contract. The sales agre@nlease agreement and all pertinent terms

therein_must be submitted at the time of applicatibSHA 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 thiko¥ang

approvals are in place or can be obtained witherpgrdizing an allocation of credits.
a) Zoning - Properties must be zoned for its inéehdise. If variance or exception is required,
applicants must provide documentation illustrating present status of the proposed zoning
change, the local planning and zoning process amst submit 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 betapplicant or developer may provide such

certification.

Financial Feasibility - Applicant shall provide one financing plan fbetproposed development

and shall demonstrate that the proposed developménancially feasible and viable as a qualified
low-income housing development throughout the EdéeinUse Period. The housing credit dollar
amount allocated to a development shall not extteedmount DSHA determines is necessary for

the financial feasibility of the development

At time of Tax Credit application: For construction and permanent financing, writtdters of
interest or letters of intent must be provided.pigants must provide letters from the lending
entities, which include items, such as: amountratfcing requested, interest rate, term and a
statement that the development is eligible forrfiziag under the lender’s requirements. The
documentation provided will be used to determinariicial feasibility and the Leveraging of Non-

DSHA Administered Resources point category.

For public and private financing subsidies, writtetters of interest, letters of intent, or probf
application must be provided (i.e. including, bat imited to, USDA Rural Development, HOME,
HOPE VI, Section 202, Federal Home Loan Bank fugdiacal municipalities, foundations, etc.).

The documentation provided will be used to deteenfimancial feasibility.

Commitment letters or contracts for public and atév/financing subsidies are required for ranking
points in the Leveraging of Non-DSHA Administereddurces and/or Local Government
Contribution categories. (Existing federal finarggnental subsidy contracts for current Section
8/USDA Rural Development projects will be considkfer the leveraging category and financial
feasibility).
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During DSHA's application review: should DSHA receive information that public ornaitie financing
subsidies have been denied, DSHA will review ttiermation and will either determine the application

feasible and will continue with the applicationiev or determine the application ineligible.

After DSHA has released the ranking: for projects that have not received anticipatathmitments for
public or private financing subsidies, DSHA willratition the project’s ranking to receipt of subsimy
a specific deadline. Upon expiration of the desa]lsuch conditional ranking will be revisited and

applications will be re-ranked accordingly or dedrireeligible.

DSHA reserves the right, based on documentatiomitdsl and DSHA’s underwriting criteria as
well as the submitted market analysis, to deterrfiata development is not viable and/or

feasible. If such determination is made, applw#iwill be deemed ineligible.

During any period of the application review processinderwriting, more extensive reviews of the
applications may be completed and factors may fexaenined. These factors include, but are not
limited to the reasonableness of the costs, fdagjladditional information received/requested and
construction timetables. In the event that a negitensive review reveals a change that affectalking,

the application will be re-ranked accordingly oeded ineligible.

Applicants seeking to fill a funding gap (amounpegved by DSHA) and coming out of pocket shall
submit a certification that the applicant has thmant of cash or other resources, as approved bADS
required to fill the funding gap. If a developeefpledge is to be utilized to fill a funding gap, more

than 50%of the developer fee may be used.

For acquisition rehabilitation developments, DSHA [R2velopment Section must be notified sixty (60)

days in advance of application submission for a praspection.

All developments must adhere to minimum constructio standards regardless of financing source(s)
(including tax-exempt bond financing). In order tomeet minimum threshold requirements, the
Rehabilitation Standards Checklist (see QAP Attachrants) must be fully completed for rehabilitation
projects. These standards have been outlined in the Qachillocation Plan Attachments. Based on these

minimum standards, DSHA reserves the right to detex a development is ineligible to compete.
11) Displacement- No development will be eligible to compete foralocation of credits if the

application requires that existing residents beluntarily and permanently relocated due to income

ineligibility for tax credit purposes.
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12)

13)

14)

Internal Revenue Form 88214RS Form 8821, Tax Information Authorization, mbstsigned 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 provideceation 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 minimursixfy (60) 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 ®etli@-3) points shall be awarded. One point will beaeded for
every five-year period the compliance period isagied during which the owner may not choose tooeseeits opt

out provision.

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

or
Three (3) points will be awarded to developmends till be converted to home ownership for thedents after
the initial fifteen (15) year compliance period lexpired. In such instances, the extended usedgueiill be
waived. The deed of easement and Declaration strieitve Covenants shall reflect a right of firefusal be
granted by the owner to the residents. Units rbasiffered at the units’ fair market value at tingetof the
original resident’s initial occupancy of the unifotal costs per unit is subject to the limits etson 221 (d)(3)(ii)
of Section 42. Applicants must submit a detailextkating plan which includes projections on maiatese,
tenant reserve funds, homeownership training, naeti affordability, sales price calculation, lepse¢hase
agreements, etc. The plan will be evaluated fasifslity and compliance with all regulations (Sewt42, Fair

Housing, and all other funding sources requiremeriyndication documents must reflect the conversi

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 incomes are at dowdifty percent (50%) of median income.

10% - 25% 2
26% - 50% 4
51% - 65% 6
66% - 80% 10
81% - 100% 15

Additional New Units for Families in Poverty
One to five (1-5) points will be awarded to devetemts whose percentage of tax credit units aredsfde and
available to individuals and families meeting ttegrilies in Poverty definition on page 25.

30% 5 points

20% 3 points

10% 1 point

39



Accordingly, incomes and/or rents should be catedlat 30% of Area Median Income (AMI). Note:

Current subsidized and Tax Credit properties ackuebed from this definition and will not receiveipts 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 HULL Z&) (3) limits utilized under the HOME
Program. The table below defines the number oftp@arned based on Total Development Cost
(TDC) range by bedroom size. Per unit costs arerohined by dividing the total fee cost (LIHTC

App. Part I, Economics, section F, line item a)thg number of units (adjusted for bedroom size).

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

the right to withdraw the allocation of credits.

2010 PER UNIT COST LIMITATIONS TABLE

Size

HUD

221(d)(3) 0 PT. 1PT. 3 PT. 5 PTS.

Limits TDC 81-100% of Limits TDC:71-80% of Limits TDC:61-70% of Limits TDC:50-60% of Limits
0
BR $125,928 | $102,002 | - | $125,9287 $89,409 $102,002 $76,816 | - $89,409 $62,964 - $76,816
1
BR $144,355 | $116,928 | - | $144,355 $102,492 $116,928 $88,057 | - $102,492 $72,177 - $88,057
2
BR $175,536 | $142,184 | - | $175,536 $124,631 $142,184 $107,076 | - $124,631 $87,768 - $107,076
3
BR $227,085 | $183,939 | - | $227,085 $161,230 $183,939 $138,522 | - $161,230 $113,542 - $138,522
4
BR $249,271 | $201,910 | - | $249,271 $176,982 $201,910 $152,055 | - $176,982 $124635 - $152,055

TDC: Total Development Costs are determined by dividing Total Development Cost as listed in LIHTC APP Part Il, Development

Economics (Line F a) by number of units. Adjustments for bedroom size will be made accordingly, (see example below):

Stepd). 24 unit property (12/2 BR& 12/1 BR) TDC=$2,708,000

Step 2). 12-1BR development cost =12 x $144,355 (max HUD 221(d) 3 limit)=
12-2BR development cost =12 x $175,536 (max HUD 221(d) 3 limit)=

Total

Step 3). $2,708,000(TDC)/$3,838,692=.70%, 3 points earned
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Special Needs Housing
Developments that provide permanent housing fasgrer with special needs are awarded fivep@its. Special
needs populations are:

Persons with HIV/AIDS related illness

Homeless persons

Persons with mental illness;

Persons with physical disabilities;

Persons with intellectual disabilities/developméntdisabilities; and

Migrant and Seasonal Farm workers
Other special needs populations identified in DS$KMEeeds Assessment may be considered at DSHA's sole
discretion. In order to qualify for points in thaategory, 100% of the property must be made adail@r the
special needs population. Additionally, a minimahthree (3) appropriate services must be providesl of

charge to the residents. Documentation of theséces and how thewill be paid for must be provided.

Additional Fair Housing and Americans With Disabilities Act (ADA) Units
Three to five (3-5points are awarded for developments that exceeBahidHousing and ADA minimum

requirement threshold of maintaining 5% of tbtal unit count as fully accessible units.

Property provides 10% fully accessible units podts
Property provides 15% fully accessible units poihts
Property provides 20% fully accessible units pofnts

Local Government Contribution
One to five (1-5points are awarded for developments that receiitgewrfinancial support by commitment letter
or other documentation (i.e. executed grant agragraevard letter, etc) from local government. Ewicke of
approved local government contribution must be stibchto DSHA from the local government entity diing the
dollar amount of the waiver or contribution. A lbcantribution must reduce the development or cp@yacosts
of a development bgt least 1%. This can be in the form of municqmatounty funding or local public housing
authority capital funding, waiving of building peitrifees, granting of a tax abatement, donatioranéllor land
provided at a nominal price, or some other docusatefdrm of assistance, as approved by DSHA, thanftiially
reduces the development cost or reduces the apgaist of the project over a five-year period.

1%-1 point 4% - 4 points

2%-2 points 5% - 5 points

3%-3 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 caditipe.
The letter must be from the Chief Executive Offiokthe municipality, county or local governmenthich the
development is locateahd musprecisely reflect the development as submitted thiehapplication without

modification or qualification.

Leveraging of Non-DSHA Administered Resources

To the extent that DSHA controlled funds, includtag credits, HOME funds and Housing Developmemdsy
are used to leverage other funds, zero to fifte@ntp (0-15) will be awarded for the greater legamng of funds
based on the unadjusted qualified basis calcukati®rovision of local government five-year remstabsidies and
reduced developer’s fees are sources of leverdgiryis category. Tax Credit Equity will be cotsied a

DSHA resource. Reserves are NOT a source of lgirega

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 equitgomes 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

Note: For this calculation, DSHA will round upttee nearest percentage.

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

Historic Housing
Five (5) points will be awarded to developmentg #ra utilizing Historic Tax Credits under Sectin of the
Internal Revenue Code of 1986 and/or State Histamic Credits. To qualify for these points, prajgesr must

already be on the National Historic Register attitme of application
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Preservation
To further prioritize preservation developmentsinBowill be awarded for each of the following faxst up to a

maximum of ten (10points. Each factor listed below must be suppaatedl documented as an attachment in the

application.
1. Require hard cost/rehabilitation expenses thatesk&&0,000/unit* - 4 points.
2. Have committed federal rental assistance contre&izoints.
3. Property was placed in service on or before Dece®bel994 — 2 points
4, Property is a family development — 1 point.

*All hard/rehabilitation costs will be for the bdihg housing the units and units only. (Must beuwoented by
the Capital Needs Assessment and proposed rehsbilitwork must be past its 50% life cycle per DS$1A
Construction Standards. Attachment A — Cost SumrtidHTC Part Il Application — Page 22 must also be

completed). Costs not to becluded in the $50,000/unit, include but are limoited to, all offices, community

rooms/buildings, storage areas, maintenance amedseparate laundry facilities, all exterior waok an integral
part of the building or units, all site costs, bsndnd all work not of a standard nature such staliation of
awnings or solar panels. The Applicant will notdligible for points in the Preservation/Rehabkiidga Pool if

Attachment A — Cost Summary of the LIHTC Part lipAipation is not completed.

Rural Development-USDA/Other Federal Rental Subsidy

Three points will be awarded to: developments énatin rural areas designated by the USDA Rural
Development and have received an award of d8®A rental subsidy; or other developments thaeha
received an award of nef@deral rental subsidy contract (transfer of éxistontracts is not considered new
subsidy). Documentation of the award of the reasslistance/subsidy contract must be includeden th

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 application must tan a letter from the appropriate agency in otdeeceive this

point.
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Capacity of Development and Management Team

Zero to six (0-6) points will be awarded basedlmdemonstrated relevant experience and qualtitsidf the
developer and management entity. All team meminerst be disclosed at time of application. The menslof
the team, in addition to the developer and manageerdity, include the applicant/owner, co-develppe
consultant, owner, architect, surveyor, real esiatbtax counsel. Members of the development and
management team must demonstrate experience gatiséactory development of affordable housing.eeigmnce
in the management of affordable housing and mus tiae financial capacity to carry the developnibrdugh
to completion. All members of the development teaust provide documentation that services will bavijgled
during all phases of the development. DSHA reseitvesight to determine “satisfactory” development
experience. Any substitutions of Development T@a@mbers from original application or at any timgiadg

the construction period must be pre-approved by RSH

a) General Partner/Developer Experience: Up teetfBe points shall be awarded based on the
number of Low Income Housing Tax Credit Propertieseloped by the general partner and/or
developer. Note: “General Partner/ Developedefined as a corporate entity, partner or ownex of
multi-family development company that has beergaatiory/guarantor on a Tax Credit construction
loan. “Developed” is defined as having gone tanerent closing on a development with an
acceptable cost certification.

2- 4 developments 2 points

5 or more developments 3 points

If other than the owner or developer’s experieisdeeing utilized to qualify for points, a signed
agreement and/or contract for substantial serviuest, as described under the definition for
Consultant, be provided describing the role eacityamill play in the development and/or the
management of the developmentote: Consultant and Broker Fees are not eligible

development costs and must be paid from DevelopeeEs.

b) Management Agent's Experience: Up to three pqid} shall be awarded based on the number of
completed and occupied Low Income Housing Tax @il subsidized developments currently

being managed.

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

DSHA’s Management Agent Qualification applicatioorrhs must be submitted with the LIHTC

application. DSHA reserves the right to deternappropriate involvement.
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Provision of Social Services
The provision of social and support services igggral part of any development to improve theligyaf life of
the residents of the development. The cost ancteaf funds to pay for social services must béuhed in the
application. Services must be affordable, appateriavailable, accessible, and must be provideshst four (4)
times a year to the development's tenants. Ongofh} will be awarded for each service up to a imamn of
three (3) points. Services should be activelydihko the residents and not simply provided toctiramunity at
large and 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 detailing costsest/ices from each social service provider
must also be attached,
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
Sites and Neighborhood Standards
Up to fifteen (15) points will be awarded to deywiwents that can demonstrate overall quality oftlonaaccess to
services and transit, and protection of the enwiremt. Each factor of the sites and neighborhoattist@s must be

supported in the market study by the market studyiger.

Access to Services (1 point for each up to a maximuof 7 points)

Project is within ¥2 mile radius for New Castle Ctytor Kent and Sussex, it is within one (1 ¥z }emadius for each
of the following factors:

-Supermarket

-Public schools (family sites only)

-Library

-Licensed child care center (family sites only)
-Senior center (elderly sites only)

-Usable park space

-Bank

-Walk-in medical facility or hospital

-Post office

-Laundry/dry cleaner

-Pharmacy

-Community, civic or town center that is accesstbleesidents.
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Access to Transit

Project extends and supports existing transit (bes)ice by providing transit facilities within adjacent to the
development; of(3 points)

Project is withinwalking distance (defined as % mile in New Castbei@ty and % mile for Kent and Sussex
County) of a public transit fixed route stop ortista. (1 point)

Location

Project is an infill site.(3 points) - A site that has 75 percent of its perimeter bondeexisting developed
parcel(s) and has immediate access to existingdtrfrcture (roads, water, sewer, and other infrefstre).
Demonstrate through site map with perimeter measenés; or

Project is contiguous to existing developmeitpoint) - A site has at least 25 percent of the perimeter
bordering existing developed parcel(s) demonstritemligh site map with perimeter measurements. The
development will utilize existing sewer and wataes without extensions exceeding 1,000 feet.

Protecting Environmental Resources (2 points)

Development, including buildings, other structuresds or other parking areas, on all portion$efdite shall
avoid all of the following: (documentation will be verifielirough the environmental assessment or
environmental audit) and detailed site map:

Land within 100 feet of wetlands, including isothtgetlands or streams. Bike and foot paths acsvell if
at least 25 feet from the wetlands boundary.

«Land with 100 feet of critical slope area.

*Prime farmland (Zone 4 - State Strategies for Raitd Spending).

Land that is specifically identified as habitat &ary species on federal or state threatened ongedad
lists.

«Land with elevation at or below the 100-year floladip

*Land or development having environmental issues, uperfund site, brownsfields, greyfield, arsemi

chemical, close proximity or adjacent to railroaithim 1000 feet).

eLand or soil is not suitable for building.

Up to ten (10points will be awarded if the applicant can cleddigntify through the market study and capital
needs assessment that the development is compatibésign and connectivity with their surrounding
community.
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Community Compatibility — (New Housing Creation Only).

Up to ten (10) points will be awarded to developtaghat can demonstrate overall community desigh an
connectivity to surrounding communities. Each facfothe community compatibility should be demoatd
through the site plan, market study, and otheriegiple documents.

Community Design (2 point each — up to 6 points)

While design of the development need not be adaareced stage, the conceptual design should reflect
compatibility with surrounding community and enhement of the visual character of surrounding area.

» The project’s design is consistent with the #gedbure/character of the local area, or the pitjedsual
character respects and makes a positive contribtdithe surrounding community.

* New and existing setbacks are consistent wittoanding development.

» Building heights and bulk, as seen from theettrshould be respected.

» Uses building materials which are compatibléhtie neighborhood.

Connectivity to Surrounding Communities (2 points @ch — up to 4 points)

The project is designed to relate to and encoucagaectivity with the surrounding community and ogate an
isolated enclave.

» “Complete streets” measures are used to pra@atieand congenial integration of pedestrian, tecgnd
motor vehicle traffic via design features such afl-designed pedestrian and bicycle accommodations,
narrow widths, and other traffic calming measur€emplete streets are designed and operated téeeseth
access for all users. Pedestrians, bicyclistspristé, and public transportation users of all ey abilities
are able to safely move along and across a congtietet.

» Demonstrates through sitemap, that sidewallsotimer all-weather pathways are independent o$titeet or
highway edge and connect to adjoining neighborha@odsher trail systemsUnimproved dirt pathways do
not qualify as “all-weather” pathway. Considemgsporous pavement to reduce water runoff.

Failure to provide the compatibility in design asawhnectivity to surrounding communities after psiate awarded
and a carryover agreement is executed will reaudt penalty against the Applicant in the subsequiHt C

application submission. The penalty will be eqoahe point(s) awarded that were deemed ineligible.

Development and Unit Amenities
All units must meet Minimum Construction Standaedtablished by DSHA. A maximum of five (5) pointsl e
awarded to those developments that exceed the ministandards. Eligibility of points will be baseglom 100% of all

units benefiting from such amenities. One (1) puiii be awarded for eachnew amenityprovided up to five (5)

points, provided that such amenities affect 100%efunits. These include but are not limited to:

On site community center: The community centeughbe of sufficient size to accommodate the regiland
services (if provided). The community center sdardntain at least 15 net square feet per unita@dminimum at
least 750 square feet in size. The square foctageld be in addition to the kitchen or kitchendftprovided; the
community center shall include a computer/busiesger equipped with computers, printers and dgwmology for
residents access (separate points will not be aaaia computer and/or business centers);
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Security/Surveillance System: Security system tvisicall be monitored by the management company
and have the capability for the local police toiti® the monitoring system;

Community Garden: Plot of land which the residdratge access to have a community garden. The
plot should be sized accordingly to the numberrofs

Private Outdoor space: The space shall be dirastgciated with each dwelling unit, may occurrasrgrance way
(porch, fenced in area), an outdoor patio or pfeaa&r other definable space.

Exercise and/or walking trails with permanent scefa

Exercise room with exercise equipment;

Recycling Facilities: Recycling shall be singleeatn recycling, maintain orderly collection by pidimg space and
containers for household recycling, neat in appearand there are monitoring procedures for coatiraanitary

conditions in the management plan.

Separate Maintenance Building/Garage with bathroommaintenance area within the community buildingt tis
approximately 200 sq. ft or greater and meetsagleaequirements;

On-site daycare (family developments only);
On-site senior care (elderly developments only);
Eat-in kitchens;

Ceiling fans, Energy Star compliant, for all bedrsoand living room areas. One point will be givenmatter
how many fans are in the unit.

Microwave or micro-hood combination — must be Egestar compliant;

Trash chutes (for mid or high rise facilities);

Green roofs (architect must provide specificatiaith application);

Photovoltaic systems (solar panels);

Irrigation systems for lawn/landscape area; and

General Storage/Exterior storage/closet. This @nesill require a fire sprinkler system to be iakeéd per State of

Delaware Fire Marshal. Minimum of 150 CF per dwgjlunit, and units must be made accessible fdn aacessible
unit in the development.

Applicants are invited to propose amenities iniwgitin addition to those listed and ma&tyDSHA's discretion,
receive points for them. The development and amiénities must be supported and documented inrafohaat

as part of the Market Study requirements (see QR&cAments).
Failure to provide the amenities after points avarded and a carryover agreement is executedesilltin a

penalty against the Applicant in the subsequenfliGHapplication submission. The penalty will be dqaahe

point(s) awarded that were deemed ineligible.
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Energy Efficiency

New features that exceed the minimum energy guidelas defined in DSHA’s Minimum Construction
/Rehabilitation Standards (see the table listegage 47 of the Minimum Construction/Rehabilitatgtandards)
will be awarded points values for each design festfoat exceeds DSHA'’s energy efficiency critedad maximum
of five (5) points provided that such energy effity criteria effects 100% of the units. Items tirat standard
building practices (i.e. caulking) or required hyilding or rehabilitation codes will not receiveips. Failure to
provide the energy efficiency amenities after poire awarded and a carryover agreement is exesiltedsult in
a penalty against the Applicant in the subsequéaTC application submission. The penalty will bauabto the

point(s) awarded that were deemed ineligible.

Community Revitalization Plan

Two (2) points will be awarded if the development is clg&entified and is included in an approved Comrtyuni
Revitalization Plan. A certification from the muaimality that the development is in the most relyesgpproved
Community Revitalization Plan must be submittetingipage and number, which said page and numbst lneu
attached to the certification. See the form ofifieation on page 51 included in the QAP AttachmserLetters of

support and/or resolutions will NOT be considerader this category.

Qualified Census Tract

One (1)point will be awarded to developments that aretletavithin a HUD identified Qualified Census Tract.

Community Outreach
Up to three (3) points will be awarded to developtaén which the sponsor is actively involved inn@aunity

Outreach PRIOR to submitting its application, lmuho event, no later thaviarch 15, 2011

Sponsor must notify community organizations withimile of the development, as well as the eleatehty executive,
existing residents, the local state senator anbbtiad state representative, or if in a municigatiie local mayor/council
president and the local state senator and the $tatd representative 1 point

Sponsor holds community meetings/presentations twiapplication: 2 points

Copy of sign-in sheets, newspaper notices andiglefaiotification methods (i.flyers, email and other notice methods)
to existing residents and surrounding commumityst be submitted with application in order to reeg@oints. Town,
City, County, or municipality meetings are eligibdss community meetings/presentations only if theppsed

development is the only item on the agenda andogpiate notification to all parties has been made.
Note: Applicants that successfully earn the two pats within the Community Outreach Notice scoring céegory

shall be considered as meeting the Local and Commityr Notice for Acquisition/Rehabilitation Developments

minimum threshold requirement.
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In point scoring categories, where points are basechlculations (i.e. unit cost reduction, levémgget al), DSHA

will round up calculation results to the nearesolemumber.

If DSHA determines that an applicant received amegion of credits and failed to fulfill represatibns made in
applications or in the carryover allocation, DSHA wnpose a penalty against the Applicant in thbsequent

LIHTC application submission. The penalty will bguel to the point(s) awarded that were deemedgifnédi.

Before such action is taken, DSHA will notify th@glicant of the needed corrective action. If thgphicant has not
submitted written corrective action acceptable 8Ha\, the Applicant will have points deducted irtheir

subsequent application equal to the amount of paieemed ineligible in the previous application.

POINT SYSTEM FOR ALL SPONSORS: AN APPLICATION MUST SCORE A MINIMUM OF
SIXTY(60) POINTS FOR AN AWARD OF CREDITS.

TIEBREAKERS

Applications that meet the minimum threshold regents shall receive points based on the poingmsyst the
particular pool in which they compete. In the evafra tie score, applications shall be ranked aling to the
tiebreaker system. Reservations shall be awaalegglications with the highest scores and to pgieations that

win the tiebreakerwith reservations first going to developments ia get-aside.
The following tiebreaker system shall be used &akities 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 amodtitdw-income housing tax credits (unadjusted for

the 130 percent QCT) per low-income bedroom.

b) If there is still a tie score after the firsgthireaker, the tax credit reservation shall be agehtd 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 eachecigc

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 April 15, 2011.Late submissions will not be accepted. Two

complete applications must be submitted. All atians must have original signatures.

Only complete application packages will be congddor an allocation of Low Income Housing Tax Gied
Incomplete packages will be returned to the apptiead the application will not be eligible to coste 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 appropriately kdb@ind submitted with the application forms. Alcdments
are required, even if applicants have submittedairdocuments to DSHA in the past (i.e. finanai@tements).
Exhibits and questions that do not pertain to #iqdar development should be noted as such. ditixhal
space is required on the questionnaires, provigplements that are labeled in sequence and indivate

guestions to which they reference.

The applicant must complete all applicable questamd supply all documents that are requesteckin th
application package. All questions seeking cleaifion or interpretation of the Qualification Allgtiton Plan
must be submitted in writing to DSHA for clarifigath prior to application submission no later thdteén (15)

days prior to the submission deadline date.

The Application should be comprehensive in addngsall information necessary for a responsible fngd
decision. Upon the application meeting minimunes#old requirements, DSHA reserves the right taesq
additional information during the review proceseugl it be deemed necessary. Any such informatguested
and/or provided, shall be considered part of thplisption and shall be subject to the above ackadainents,

agreements and waivers.

No application for credits will be accepted for dnylding or property that has previously claimeddits and is
still subject to the compliance period for suchdiieafter the year such building is placed in merv This also
includes all developments which tax-exempt bond3®HA or an issuer other than DSHA, have been &sue

that are still subject to the compliance period.
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THE DELAWARE FREEDOM OF INFORMATION ACT

By submitting this Application, the applicant ackledges and agrees that the Application, inclu@ing
market study, shall be deemed a “public record'tierpurposes of the Delaware Freedom of Informatict
(“FOIA™), codified at 29 Del. C. 88 10001 - 10008§.information included in an Application is exetrfpom
disclosure as trade secrets or commercial or fiahimformation of a privileged or confidential niag,
DSHA will protect such information from disclosuethe extent permitted by § 10002(g)(2) of FOIA.
DSHA shall determine in its discretion whether Apalion material is exempt from disclosure as dédra
secret or confidential or proprietary informatioApplicant acknowledges and agrees that any podidhe
Application which is determined by DSHA to not ctinge confidential financial or trade secret infation

exempt from disclosure under FOIA shall be subjegublic examination and copying.

It is the policy of DSHA to not release to any thparty any Application materials until after ttaaking of
projects and allocation of credits has been anredin®SHA expressly reserves its authority to watttall
such information from third party requests pendimg completion of the ranking process, to the exten
permitted by FOIA. DSHA will endeavor to respoidROIA requests for application materials as prdynpt
as possible, and absent unusual circumstanceggelgiise to any requesting party public documesased

to application materials within seven (7) busindags of a written request.
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REVIEW AND SELECTION PROCESS

Only developments that meet all federal and staigrpm 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 eligtiiliequirements. Such notices will indicate tlnat &pplicant
has met the minimum threshold requirements undePtan and generally explain the process for rénigw

applications for the possible awarding of tax dsedi

DSHA will score the developments strictly in acamde with the Qualified Allocation Plan and takintp
consideration any penalty points imposed from esiapplication(s) Prior to making allocations in
accordance with rankings pursuant to the QAP fercilirrent year, DSHA shall allocate Credits to tlgpments
which (i) received Forward Reservations of Crettitprevious years and (i) in the determinatiord&HA, have

met any conditions to such Forward Reservationsaaadeady to receive atiocation of Credits.

In accordance with federal requirements, a deteatiain that the Credits allocated to a developmermiat
exceed the amount DSHA finds necessary for thenfilah feasibility of the development and its vidihs a
qualified low-income housing development will bedaagain at the time of allocation and at the tinee

development is placed in service.

A development cannot be allocated Credits in anuentinat exceeds the amount necessary to make the
development feasible. Therefore, the amount ofli€edlocated to the development may change fratrain
Credit reservation. The final Credit allocatiorlake place at the time the development is planeskrvice and
DSHA has received cost certification by the owmaoitgagor) and the general contracibthe development. A
cost certification guide will be provided by DSHérfuse by the developer and general contractarbméting

all information. The cost certification for the development mustude all sources and uses of funds including
all syndication fees. The final cost certificatiwill be due ninety (90) days after substantial ptetion or
certificate of occupancy or temporary certificadé®ccupancy, whichever occurs earlier. The sultisian
completion date is defined as the date DSHA ackedgés through written documentation that 100% ef th
units are completed and ready for occupancy odd#te of the certificate of occupancy for the lasthpleted
building, whichever is earlier. If the final cogrtification is submitted after the deadline dat&5,000 penalty
fee plus an additional $500 penalty fee for eadditahal week that the cost certification remaingstanding

will be assessed to the Applicant. The penaltycB®ot be paid from loan(s) or equity proceeds.
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Based on the rankings, threshold eligibility reviamd needs analysis, DSHA shall make reservati@nch
recommendations to the Director of Delaware Statedgthg Authority. An applicant may appeal DSHA's
ranking decision by submitting a written requestréconsideration to the Director of DSHA no latesn 15
business days from the date of the announcemeheatinking of applications. The request mustidela
comprehensive discussion of the basis for the deration. Such requests will be considered ptiyny
the Director and the decision of the Director shalstitute final agency action. In the absenca @quest
for reconsideration, the date of the ranking anceuarent shall constitute the date of final agentipac The

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

Within 90 days of application deadline and subroissDSHA will notify sponsors in writing whether oot
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 arcaiion made prior to the year in which the buildisig
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 alloceiiomade or (ii) twelve months from the
date of the allocation; and (2) be placed in sertig the end of the second calendar year followhegyear of

allocation.

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 toceed and other considerations deemed appropfidie.
amount actually allocated in the subsequent yegrlbradess 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 theAgmd Reservations requirements at his/her sole

discretion.(Also see Non-Compliance with Placed In Service Dabn page 57 for further information).
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PLACED-IN-SERVICE DATE

All developments receiving an allocation of Creditgst be placed in service either by November fldteoyear
in which they receive Credits or have incurred nthen 10% of eligible development costs, no moaa thvelve
months after the issuance of the carryover allonatiFederal law requires developments receivingllacation
made prior to the year in which the building isgeld in service to (1) have more than 10% of theaeably
anticipated costs of the development incurred kyldker of (i)the end of the calendar year in which the
allocation is made or (ii) twelve months from threedof the allocation; and (2) be placed in serligéhe end of
the second calendar year following the year ofcallion Ownersmust provide a written certification to DSHA
from a certified public accountant that the ownas imcurred by the close of the calendar yeareftlocation
or twelve months from the date of the carryovevation, expenditures for more than 10% of theaealsly
expected basis of the developmebBevelopments, not adhering to this procedure onresting the above
criteria will be subject to having their Creditadhtion revoked. In addition, owners and/or any related
entities, as determined by DSHA, that received a servation and/or a Carryover Allocation of 2010
Credits and have not met the 10% test, as requirelly DSHA, by the 2011 Tax Credit application

submission deadline are ineligible to make applicain for 2011 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 céplyeorecorded
deed or the owner's title insurance policy. Ibayof the recorded deed is not available in tithe,owner may
provide a copy of the settlement statement eviaggnpurchase of the site(s) along with a copy ofethecuted

deed(s) and recorder's receipt.

If the applicable fraction from application to ctnugtion losing/carryover allocation changes duever-income
residents that results in a loss of credits, tifferdince in any equity will be the responsibilifytibe Applicant not
DSHA.

At the time the Allocation Carryover Agreement x®euted, the owner must elect whether the purdoant
Section 42(b)(2)(A)(ii)(I) of the Code, to fix ttegplicable acquisition Credit percentage rate &mhebuilding in
thedevelopment as the percentage prescribed by thret8gcof the Treasury for the month of the Cargrov
Agreement (if acquisition credits will be takerfhe owner may request that DSHA assign portiorthef
allocation to individual buildings upon executiditloe Agreement or request that DSHA assign postiafrthe
allocation to specific buildings within the devefoent no later than the close of the calendar yeatich the
buildings are placed in service. Otherwise, boidiwill receive a 9% credit percentage until 26.8pon

Congressional amendment.
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Non-Compliance with Placed-In-Service Date

1. DSHA, within its sole discretion, reserves the tiglased 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:

a) Be submitted in writing within thirty (30) days sfich sponsor’s knowledge of the delay, via
certified mail to: DSHA, 18 The Green, Dover, OP®901; and

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

c) Provide an explanation, supported by appropriaigeaee, 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 tdketne sponsor in order to mitigate the
delay, and (iv) any other pertinent information.

3. Notwithstanding any other restrictions in the “Fardl Reservations” this section, or other sectidns o
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&HtdA) 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 development camtiito be desirable in terms of meeting
affordable housing needs;

b) The sponsor’s early return of any previously altedecredits; and

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

5. Anything in the preceding this section on Forwaes&vations 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 that
the sponsor will not be able to place the develogrimeservice, while awaiting the allocation from
the next year.

6. The return of credits pursuant to this subsectidhonly 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.
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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 compliancéoper
committed to at time of application. TBeclaration of Restrictive Covenamtaist be signed, recorded and

returned to DSHA before the carryover allocatioavisarded or the development is placed in service

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 Secoétthe
Treasury for the month the Carryover Allocation égment is executed or, alternatively, use the calple

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

DSHA reserves the right to require certain condgito be met before making the final Credit allmoat These
requirements will be itemized in the Reservatiottdre Should any of the requirements listed is thicument
not be met or the characteristics of the developierthanged or modified at any time after recgjtire
Carryover Allocation Agreement, the owner agreesiBShall have the right to cancel the Credit altamaand
the owner shall acknowledge the return in full @redit allocation to DSHA.

DSHA is not making any representation or warrahgt 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 forithdTC program as required by the IRS. DSHA will
monitor all LIHTC projects for compliance with 1)immum low-income set aside requirements, 2) rent
limitations, 3) tenant income requirements, 4) rddeeping requirements, and 5) annual projecification

requirements.

DSHA will perform annual on-site inspections ofesdst 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, exghe low-income certification, the documentatioa

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

In addition, at least once every three years, DS¥PAconduct on-site inspections of all the builggin each
low-income housing developments and, for at Ie@%6 ®f the development’s low-income units, inspiet t
units, the low-income certifications, the documéntathe owner has received to support the ceatifins,
and the rent record for the tenants in those uftSHA will determine which low-income housing

developments will be reviewed in a particular yaad which tenants’ records are to be inspected.

DSHA will request an owner of a low-income housifeyelopment not selected for the review proceduee i
particular year to submit to DSHA for compliancgiesv and annual compliance report, which will iradu
but is not limited to, copies of the annual incareetifications, the documentation such owner hasived to
support those certifications and the rent recorcézh low-income tenant of the low-income unitghieir

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 throughethd
of the compliance period of the development. Eagher of a development receiving credits must pietimei
performance of DSHA inspections. The owner ofveriloscome housing development should notify DSHA
when the development is placed in service. DSH#&mees the right to inspect the property priosguing
IRS Form 86089 to verify that the development comi®to the representations made in the Application.
DSHA also requires all owners to use DSHA'’s MITAegral database system for providing all requised

credit data.
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DSHA is required to annually report to the Unitddt8s Department of Housing and Urban Developnid¢d)
all resident and project data for all tax creddjpcts that are being monitored by DSHA. DSHA wélport
annually the data to HUD in a format establishedHbD.

LIHTC regulations are effective as of January 192,%however, if DSHA becomes aware of noncompliahaé
occurred before that date, DSHA is required tofpditie IRS of noncompliance. These regulationssaigect to

change at any time to comply with Federal regufesio

Minimum Low Income Set Aside

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

A) Twenty percent (20%) of the residential unit@iproject shall be both rent-restricted and
occupied by individuals whose income is fifty percé50%) or less of the area median gross
income, or

B) Forty percent (40%) of the residential unitaiproject shall be both rent-restricted and
occupied by individuals whose income is sixty pat¢€0%) or less 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 ByniNer

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 Tenbarome Certification Form, documentation/
verification to support all income sources, anapycof the lease for each unit of the project. Tdren
includes the following information:

a) Tenant name, social security identification namsb

b) Family dependents and ages
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c) Gross income and asset information

d)  Sources of income

e)  Full-time student status
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 réicatton of the tenant’s income; however, ownesym
have to provide such certifications for variousding programs. In addition, data collection anbrsission

requirements will still be applicable.
DSHA reserves the right to request this informatbany time throughout the compliance or extendssl
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 residemtahl unit);

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

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

d)  The low-income unit vacancies in the building{e}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 irt rent-up which includes the following: name of
occupant, number of persons, and annual income;

i) The character and use of the non-residentiaigrs) 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 ceréfioftligibility under Section 8 of the United
States Housing Act of 1937;
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)] Documentation that the buildings and low-inconméts in the project were suitable for
occupancy, taking into account local health, safatyl building codes
(or other habitability standards), and the Statecal 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 violatiosaport 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, tbeiner must state whether the violation has
been corrected;

m)  No findings of discrimination under the Fair king Act, 42 U.S.C. 88 3601-3619, occurred
for the project. A finding of discrimination inaes an adverse final decision by the Secretary
of Housing and Urban Development, 24 C.F.R. § 180.&n adverse final decision by a
substantially equivalent state or local fair hogsiigency, 42 U.S.C. § 3616(a)(1), or an

adverse judgment from a federal court.

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

the due date (with extensions) for filitlge federal income tax return for the last yeahefcompliance

period of the building. The records for each yhareafter must be retained for at Iéagears after the due

date (with extensions) for filingf 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 aetie
the following requirements:

a) The project met the required minimum set-asideng higher set aside elected by the owner;

b) There was no change in the applicable fracandefined in Section 42(c)(1)(B)) of any building
the project or that there was a change, and aigésorof the change;

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

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

e) Allunits in the project were for use by the gext public and used on a non-transient basis feoe
transitional housing for the homeless, providedanr&ection 42(i)(3)(B)(iii));

f) Each building in the project was suitable focogancy, 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.

g) There was no change in the eligible basis (&setkin Section 42(d)) of any building in the o,
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 fadilitmerly provided without charge);
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h) All tenant facilities included in the eligiblesis under Section 42(d) of any building in thggxh
such as swimming pools, other recreational fagdlitand parking areas, were provided on a
comparable basis without charge to all tenantkénbuilding;

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

j) If the income of tenants of a low-income unitive 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 householatzupied entirely by full-time students in a
low-income tax credit unit;

[) 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 lowg Act, U.S.C. 3601-3619, occurred for the
project. A finding of discrimination includes anvadse final decision by the Secretary of Housing
and Urban Development, 24 CFR 180.680, an advarakdecision by a substantially equivalent
state or local fair housing agency, 42 U.S.C 36){6Jaor an adverse 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 RmmeReconciliation 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 penaltyssfypy. In addition, it is a state crime punisteaby fine
of up to $2,300 or up to 1 year in prison or bethknowingly make any false statements concernimygod

the above facts as applicable under the provisibiidtle 11, Delaware Code, Section 1233.

The Annual Project Certification form needs to benpleted by the owner annually and forwarded to BSH
at 18 The Green, P.O. Box 1401, Dover, Delawar€®1938 the Attention of Alice M Davis, by January 45

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@%t f
low-income housing projects annually and shall @$phe low-income certification, the documentatioa
owner has received to support that certification #he rent record for each low-income tenant ileast 20%

of the low-income units in those projects.
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DSHA shall determine which tenants' records afgetinspected or submitted by the owners for review.
Furthermore, in connection with the inspection désd in the preceding paragraph, the records to be
inspected shall be chosen in a manner that wilgh@ owners of low-income housing projects advance
notice that their records for a particular yeat wilwill not be inspected. However, DSHA may gas
owner reasonable notice that an inspection willoso that the owner may assemble records (for pleam

30 days natice 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-sitgion of any low-income housing project throulgé t
end of the compliance period or the extended ugedyevhichever is longer, of the buildings in {ject.
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, Bliainproject certification 6) physical inspectidrab least
20% of the units reviewed, and 7) all extendedrastrictions/agreements. DSHA also reserves tie td
perform a general physical inspection of the baids), if it is deemed necessary. The owner magiem
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 @wf a low-income housing project if DSHA does not
receive the Annual Project Certification, or doesmeceive or is not permitted to inspect the témaome
certifications, supporting documentation, and renbrds described above, or discovers by inspeatmew,

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

Notice to Internal Revenue Service

DSHA is required to file Form 8823 "Low-Income Hog Credit Agencies Report of Noncompliance™ with
the IRS no later than 45 days after the end ottmeection period specified in the written notiogthie 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 wiatthe
owner has corrected the situation. Any changétlireethe applicable fraction or eligible basistthesults in

a decrease in the qualifying basis is an evenbotampliance.
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Correction Period

Should DSHA find a project to be in noncompliandéhvection 42 of the Code, the owner must suppyy a
missing certifications, correct any findings, amthg the project into compliance with the provisiaof
Section 42 within 60 days of the date of DSHA ricdition to correct the violation, unless extendgdiSHA

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 réng
an allocation of Tax Credits; at the issuance & f&rm 8609 or the Carryover Agreement, whicheser i
issued first. For all projects allocated credfteralanuary 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 dgdong as DSHA has LIHTC monitoring responsibility
(after the initial 15 year compliance period hapieed and during the second 15 year extended usadjpéor
all properties 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.
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PROGRAM APPROVAL

In accordance with Low Income Housing Tax Credifations, the allocation plan must be approvethby
Governor of the State before Credits can be abataGovernor Jack Markell approved the State dh\bare's
Low Income Housing Tax Credit Program AllocatioafPbn January 25, 2011. Prior to the approval by th
Governor, a notification of the public hearing tie Low Income Housing Tax Credit Program's AllomatPlan
will be published in The News Journal and the DealanState News between November 16 and December 16,
2010. A public hearing will be held on Decembey 2G10at Department of Natural Resources and
Environmental Control's (DNREC) auditorium at 80ngs Highway, Dover, DE at 2:30pm. Oral and written
comments concerning the Qualified Allocation Plareweceived and recorded at the hearings. Odalaitten
comments will be accepted until December 17, 28100 p.m. A transcript of the hearing is aJaéaor

review at DSHA's DoveOffice.

DISCLAIMER

The information contained herein is intended tovjate guidance to the applicant in terms of the afi@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 contairted Plan are subject to change by DSHA to refleahges
in applicable laws, regulations and or to otherwiggntain consistency with other DSHA programs,|goa
policies. Any changes to the Plan pursuant togbdgion will be duly noticed with an opportunity fpublic

comments.
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DSHA POLICY ON CIVIL RIGHTS COMPLIANCE

The owner/developer/borrower and any of its empmeyagents or sub-contractors in doing business wit
DSHA understands and agrees that it is the tosglamsibility of the owner to adhere to and compiyall
Federal Civil Rights legislation inclusive of thaiFHousing Laws, Section 504 of the Rehabilitathat of
1973, the Americans With Disabilities Act as weldlany State and local civil rights legislation @amith any
required related codes and fair housing laws. BhDGHA 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, aoradi origin
and any other classes protected in Delaware. Wmeis’ compliance responsibility includes design
requirements for construction or rehabilitationy@cppportunity in regard to marketing and tenahéion
and reasonable accommodation and modificatiorhfmsd tenants covered under the federal and state fa

housing laws.
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TAX-EXEMPT BOND FINANCED DEVELOPMENTS

Applications for projects financed with tax-exenppivate activity bonds will be accepted by DSHAahghout

the year, this includes 4% tax-exempt bond appiinatnot needing DSHA financing.

Properties financed with tax-exempt bonds may wecé% Tax Credits without participating in the aahu
competitive allocation process described in thisfFQAn order to receive tax credits, propertiestmeseive a
determination that they satisfy the requirementdife allocation under the QAP pursuant to the GR8e
Section 42(m)(1)(D). However, complete applicasionust be submitted and approved by D3¥¢forethe
tax-exempt bonds are sold. DSHA's determinatian dahproperty satisfies the requirements of the @QAFbe
based on the property meeting all of the ThresRaduirements described in the QAP. In addition, an

application must score a minimum of sixty (60) gein

For developments seeking tax-exempt financing, D3k waive timelines, processing and other QAP
requirements, in its discretion, to encourage awdifate such financings. Additionally, for tharposes of the
4% Tax Credits only, DSHA, upon a showing of goadse by the applicant, may waive the $30,000 hast c
minimum requirement for substantial rehabilitati®uch a waiver shall be in the sole discretion 8H2 and
shall only be granted upon a showing that the pegaehabilitation is sufficient in terms of quakind

significance, notwithstanding the fact that it does 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 T@redits on the full amount of their eligible basidy if at
least 50% of the development's aggregate basisaaded with tax-exempt bonds. In the event thaka
exempt bond property is proposed in the same arearapeting Tax Credit properties, the market stadgt

provide an acceptable demand analysis.

Developments proposed to be financed with tax-exdmopd financing and requesting funding from the

Housing Development Fundiustapply to DSHA during DSHA's annual Tax Credit apgion round for 9%

credits. (Please see HDF Supplement for morernmdton). DSHA may, at its sole discretion, waikie t
requirement to make application for 9% Tax Crefiitsapplicants seeking HDF funding provided the
development is otherwise financially feasible aedeined by DSHA. This waiver will include appliamns
where a special appropriation is approved by tlhéeStegislature or Federal funding for a speciégelopment

and/or type of development.
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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 arezevtine applicant’s proposed development is locateavell
as the chief executive office of any local governtriteaving jurisdiction where applicant’s proposed
development is located.

A non-refundable application fee of $1,000 musbaggany all applications, including application for
Volume Cap credits, at the time of submission.reservation of the Credits, including Volume Capdits,
an additional 1% of carryover/allocation amounér {10) yearss due. Prior to the allocation of Credits,
issuance of IRS Form 8609 or Carryover Agreemehichever is issued first, a $500 per unit comml@n

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 shradk affect other provisions or applications of Bian which
can be given effect without the invalid provisianapplication, and to that end the provisions i Blan are

declared severable.
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