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Under federal  requi reuents of  the Low Incoure l lousing Tax Credi t  Program, sEates
are requi red E,o adopt  an Al locat ion Plan.  I  am seeking your  approval  and
s igna tu re  on  the  enc losed  documen t  w i t h i n  Ehe  nex t .  week .

Th i s  p lan  i s  ve ry  s i u r i l a r  Eo  Ehe  1990  p lan  app roved  by  you  on  June  22 ,  L990 .  I t
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The  S tace  o f  Ve rupn t r s  Low Income i l ous ing  Tax  Cred i c  A l l ocac ion  P lan  fo r  1991

has been developed by t ,he Agency of  DeveloprrenL and Communi ty  Af fa i rs  in

acco rdance  w i th  t he  f ede ra l  I nEe rna l  Revenue  Code  ( IRC o f  t 9B6  SeecLon  42 ,  as

a rnended )  and  ru les  adop ted  by  Ehe  Sca t ,e  o f  Ve rnonE  on  i { ay  16 ,  1990 .  Th i s

A l l ocac ion  P lan  sha l l  r eun i . a  i n  e f f ecc  un t i l  a rnended  by  t he  Gove rno r  o f  che

SEaEe  o f  Ve r rnonE  as  rny  be  necess i t a ted  by  changes  i n  f ede ra l  l aw  o r  changes  i n

E h e  S t a t e ' s  h o u s i n g  m a r k e E .
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FEDERAL LOC INCOUE EOUSIIIG TAX CREDIT PROGMI{

INTRODUCTION

The purpose of this Allocation Plan is to identify the criteria under vhich
specif ic housing developnents si l l  be selected to receive approximately
$850,000 in federal  t .ax credits authorized in 1991. In accordance with the
requirenents of the Ounibus Budget Reconci l iat ion Act of 1989 this Al locat ion
Plan ensures that the selected developnents vill produce housing that helps to
reduce the nost pressing housing needs of the state. The housing needs of
Vernont have been assessed and are highlighted in the attached Housing Needs
Statenent

The Agency of Developnent and Comrnunity Affairs tlas designated the State
Housing Credit Agency by Governor Hadeleine H. Kunin in Harch, L987. DCA has
sole responsibility and authority for the Los Incone Housing Tax Credit
Progran's pol ic ies including the establ ishment of the state's Al locat ion Plan
as aPproved and signed by the Governor. In furtherance of this responsibility,
DCA has pronulgated rules entitled nFederal Tax Credits for Lo's Incone Housing;
State Al locat ion Systen, Joint Connit tee or Tax Credits.  "

DCA sorks in partnership sith the Vermont Housing Finance Agency and the Joint
Conmitt.ee on Tax Credits to adninister this progran. The VHFA l-s under
contract s i th DCA to issue credit ,s to specif ic projects in accordance si th
DCA's Al locat ion Plan. In addit ion, DCA establ ished a Joint Connit tee on Tax
Credits,  which is advisory to DCA. I ts funct ions are to draft  pol ic ieso
recoronend procedures, reconnend target percentages for tax credit  al locat ion,
serve as a resource on specif ic projects,  and conduct per iodic revies of the
loca l  i ssuer 's  (VEFA)  per fo rnance.

The Joint Committee is conprised of the Connissioner of Housing and Conmunity
Affairs,  the Execut ive Director of the VHFA, the Execut ive Director of the
State Housing Authori ty,  the Director of Planning, Off ice of Pol icy Research
and Coordination, and one additional nenber representing housing interests
appointed by the Secretary of DCA.
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1991 ALLOCATION PLAN FEDEML LOg INCOME HOUSING TAx CRNDIT PROGRAI'I

EISTORY

The or iginal  LIHTC progran cas establ ished by Congress as part  of  the Tax
Reforn Act of 1986. It offered a 10 year federal incone tax credit to owners
of rental housing vho nade certain percentages of their rental housing
avallable for occupancy by lov-incone residents for at least L5 years. This
incentive for the developnent, acquisition and rehabilitation of los-income
housing allosed ocners, developers, and/or investors to reduce their federal
tax liability in exchange for the provision of eligible low-incone rental
housing.

NEC LAE

The LIHTC progran uas or iginal ly set to expire on December 31, 1989, but rqas
extended for one year by Congress as part of the Onnibus Budget Reconciliation
Act of 1989, and extended again for one year by the 1990 Budget Reconci l iat ion
Act. The 1989 and 1990 laws made nunerous changes to the LIHTC progran,
including the requirenent to create a 'qualified' allocation plan. n Sone of
these changes are discussed in the VHFA LIHTC Application Form. Knovledge of
and conpliance vith the LIHTC progran is ultinately the responsibility of the
applicant / taxpayer. The State ' s Allocation Plan nust set forth selection
criteria that nust include:

a. project locat ion
b. housing needs charadter ist ics
c. project character ist ics
d. sponsor character ist ics
e. participation of local tax-exenpt organizations
f. tenant populations vith special housing needs, and
g. publ ic housing vai t ing l ists.

In addit ion, the stsates nust give preference anong selected projects to those
serving the losest incone tenants and to those serving qualified tenants (those
persons at or below the uaxirnum incone linits set by las) for the longest
per iod .

States nay include such other criteria as they deen appropriate, and, except
for the specified preference itens, there are no requirenents as to the
relat ive veight of  the var ious factors. As part  of  the revies for each
selected project,  the chief execut ive off icer of the part icular local
jurisdiction sithin shich the project is located is ta be provided na
reasonable opportunityo to coament on the proposed allocation.

Additional nes VHFA LIHTC responsibiliries nandated by

r ) Assurance that the anount of tax credits allocated
anount onecessary for the f inancial  feasibi l i ty of
viabi l i ty as a qual i f ied los- incone housing project
per iod .  o

Congress include:

does not exceed the
the project and i ts

throughout the credit
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199]. ALLOCATION FEDERAL LOI{ INCOI{E HOUSING TAX CREDIT PROGRAI.I

Evaluation of all projects for consistency nith the Allocation Plan and for
credit need, including situations shen the project is financed using tax
exelopt bonds.

Negotiation of nan extended los-incone housing comnitmentn for every
project. This agreement nust be recorded as a restrictive covenant binding
all successor ocners, and nust allos los-incone individuals the right to
enforce the connitment in state court (See Cornpliance section). The
connitment must require continued lon-incone occupancy for all tax credit
units for at least an additional 15 years beyond the initial l5-year
compliance period. Hovever, the las provides oeners an alternative to the
3O-year conpliance period by offering the property for sale to or through
the Housing Credit  Agency ( i .e. ,  DCA or i ts assignee) at a belos-narket
pr ice using a formula set forth ln the law after the 14th year.

APPLICATION PROCESS

Application forns should be obtained fron the Vernont Housing Finance Agency
and may be submitted at any time in 1991. There silI be three eligibility
cut-off  dates for receipt of  conpleted appl icat ions. Al l  completed
appl icat ions received by those dates, plus any completed appl icat ions deferred
by VHFA fron a previous cycle, sill be considered for the cunulative anount of
tax credits that can be allocated or reserved by that tine period. Applicants
are encouraled to subnit their LIHTC applications as early in the calendar year
as possible. The closing dates for appl icat ions for each el igibi l i ty t ime
period are as fol loss t

PLAN

2 )

3 )

El igibi l i ty
Period

Deadline for Receipt of
Reservation Applications

Cunulative Maxinum
Portion of Credits
That Can Be Allocated

Or Reserved

February l ,  1991

May 15 ,  1991

August 15, 19913

After the third
anounts will be

502

7sz,

1002

cycle, credit allocations of reservations of the remaining
made nonthly,  i f  necessary.

The LIHTC program revisions enacted by Congress nos perni t  VHFA to carry-over
unused 1990 tax credit  al locat ion authori ty unt i l  Decenber 31, 199L. Under
except ional c ircunstances, VHFA nay issue a prel iminary credit  reservat ion to
developer subject to the appl icant 's neet ing addit ional requirements and/or
requests for information.
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1991 ALLOCATION PLAN FEDEML LOV INCOME HOUSING TAX CREDIT PROGRAM

By Iav, a rnininurn of 102 of Vernont's credit cap nust be reserved for
developnents sponsored by nonprofit organizations that ovn an interest in the
project (directly or through a partnership) and naterially participate in the
developnent and operation of the project throughout the conpliance period.

1991 AI-I.OCATION PLAN

1. THRESHOLD CRITERIA

VHFA is required by the new lalr to assure that each project that receives a tax
credit  al locat ion substant iates i ts viabi l i ty and i ts opt inal  credit  need. An
appl icat ion nust neet the fol lowing basic qual i f icat ions:

a. The developnent must neet the basic occupancy and rent restrictions of
the lav ;

b.  The appl icant nust establ ish the need and demand ( i .e.  market
feasibility) for the type and cost of housing vhich is being proposed;

c. Detailed developnent cost projections and expected sources and terms
of financing nust be provided;

d" Detailed income and expense projections roust be provided for the full
tern of the rent,al  coromitnent ( i .e.  30 years).

e" The VHFA LIHTC Application Form nust be conplete, including paynent of
al l  processing fees

Please note that project f inancial  statenents ref lect ing actual costs and
sources of funds for the conpleted project, as sell as financing conmitnent
let ters,  wi l l  need to be subnit ted for f inal  revies pr ior to issuance of ' the
actual tax credit  al locat ion ( IRS Forn 8609).

2. PRIMARY EVALUATION CRITERIA

The fol lowing two cr i ter ia apply to al l  projects passing the threshold test,
and constitute the prinary evaluation criteria.

Preference nust be given among selected projects to proposals serving
(1) the lovest incoue tenants, and (2) qual i f ied tenants for the
longest per iod.
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1991 ALLOCATION PLAN FEDEML LOV INCOI{E HOUSING TAX CREDIT PROGRAU

3 . SECONDARY EVALUATION CRITERIA

The folloving itens shall constitute the secondary guidelines, the
inplenentation of chich nust be consistent sith the prinary guidelines cited
above. These secondary guidel ines specif ical ly address the select ion cr i ter ia
required by Congress and listed on page one of this Allocation p1an.

a. Applicattons nill be evaluated on the experience and capability of the
pro jec t  team.

b. Credits al locaLed to a project shal l  not exceed the amount the housing
credit  agency deternines is necessary for the f inancial  feasibi l i ty of
the project and i ts viabi l i ty as a qual i f ied los- incone housing
project throughout the credit period. In naking this deternination,
the housing credit  agency shal l  consider:

sources and uses of funds and the total financing planned for
p r o j e c t ;

proceeds or receipts expected to be generated by reason of
benefits ; and

i i i )  the percentage of the housing credit  dol lar anount used for
project costs other than the cost of  intermediar ies.

There si I l  be no part icular pr ior i ty locat ions si thin Vernont" as nearly aI l
areas of the state have need for addit ional uni ts of af fordable housing. This
policy decision is based on the attached LIHTC Needs Assessnent, conpiled by
VFHA to conply sith the requirenents of the nev lav.

4 . PRIORITY SCHEDULE

Projects shich pass the threshold test and neet the primary and secondary
evaluation criteria shall be ranked in the folloving order of priority:

1) Acquisition and rehabilitation of eristing federally subsidized
projects,  vhere the preservat ion of af fordable housing is at r isk"
Exanples include Farmers Hone 515, Sect ion 8, Sect ion 23, Sect ion
2 3 6 ,  S e c t , i o n  2 2 L ( d ) 3 ,  e t c .  :

-  narketabi l i ty
- Iength of contract
-  prepaynent potent ial
- current olrnership
- nature of f inancing
- condit ion of project

the
the

any
tax

i )

i i )
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1991 ALLOCAT.ION FEDERAL LO1I INCOME HOUSING TAX CR-EDIT PROGRAM

2) Nes construction, or acquisition and rehabilitation projects by
nonprof i t  corporat ions ( i .e. ,  tax-exenpt organizat ions).  This
shaI l  include si tuat ions nhere a nonprof i t ,  or i ts af f i l iate, is
one partner in a general or liuited partnership, so long as
long-tern ownership shall revert back to a nonprofit by year 31 at
the latest at a purchase price that assures continued affordability
by the eristing tenants

3) Any project that concentrates on special  needs populat ions,
including homeless shelters,  s ingle rootn occupancy housing (SRO's),
the nentally handicapped, the physically challenged or faruilies
current ly on publ ic housing (State or local)  vai t ing l ists.

4) Any project that ef fect ively conbines federal ,  state, and local
housing resources .

5) New construct ion, or acquisi t ion and rehabi l i tat ion projects by
for-profit developers, including individuals, partnerships and
corporat ions .

VHFA reserves the r ight,  as perui t ted by the LIHTC regulat ions, to issue less
than the naximurn credit  al locat ion otherlr ise supportable by the project 's
e l ig ib le  bas is .

5. CARRY-OVER AND VHFA REVISION OR REVOCATION OF RESERVATION CERTIFICATES

VHFA is authorized to offer carry-over allocations to certain projects shich
will not be placed in service by the end of 1991-, so long as a minirnun of 102
of the total development cost (which nay include land and other othenrise
non-depreciable costs) has been expended by Decenber 31, 1991.

Up to 302 of the total  volume of tax credits avai lable to the State in 1991
(including the carry-over of unused 1990 credits) may be reserved in 1990 for
1991 use, qhere a request is nade for good cause to carry the reservat ion
forsard into 1991, vi thout a fornal surrender and real locat ion of the credits.
This vill prevent a project that is underway fron having to be technically
sithout a reservation of tax credits for a period, where representations have
been nade to investors, sponsors, or lenders about the availability of tax
c r e d i t s .

I l i th regard to Al locat ion Reservat ion Cert i f icates, VHFA shal l  retain authori ty
to revise or retract the Al locat ion Reservat ion Cert i f icate at any t ine i f  i t
is judged infeasible for the developer to neet the agreed upon
placed-in-service dates, or i f  f inancial  infornat ion provided by the appl icant
indicates, in the opinion of VHFA, that a lesser or greater amount of tax
cred i t  a l loca t ion  is  needed fo r  p ro jec t  feas ib i l i t y .

PLAN
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199]. ALLOCATION PLAN FEDEML LOI{ INCOME HOUSING TAX CREDIT PROGRAI{

COUPLIANCE

The nes LIHTC anendroents give sone cont inuing responsibi l i ty to VHFA for
nonitoring compliance of ourers sith the tax credit lass. In order to
inplenent this responsibility, all LIHTC recipients will be required to execute
and record a LIHTC Housing Subsidy Coyenant (the Covenant). The Covenant nust
be approved by VHFA. The Covenant vill, at a ninimun, require conditions
vherein the developer and the development nust continuously conply rrith Section
42 arrd other applicable sections of the Internal Revenue Code of 1986, as
anended, and the Treasury Regulations issued thereunder and vill bind any
successors'  interest for the specif ied t ine period. In the event that a
project 's funding source requires i ts orm Housing Subsidy Covenant,  the
provisions of the LIHTC Housing Subsidy Covenant nay be incorporated into such
Covenant, and the requirenent of a separate LIHTC Housing Subsidy Covenant roay
be saived by VHFA.

For the purposes of deternining conpl iance, VHFA vi l l ,  at  a minimun, require a
current ( i .e. ,  updated annual ly) l ist .  of  al l  qual i f ied tenants, their  nonthly
rent,  ut i l i ty al lovances, gross income, and cert i f icat ion as to their
el ig ibi l i ty.  the developer 's property nanager nust naintain copies of the
Iatest incone cert i f icat ion for each tenant ei ther on si te or at a Vermont
property Banagement office knosn to VHFA.

VIIFA nay perforn spot audits at least once annually, but nust have access to
all books aud records rel-ating to an LIETC project at. arry reasonable time. The
specific reguirenents sill be enunerated in the LIHTC llousing Subsidy Covenant.

VHFA nust report any cases of noncompliance to the IRS unless the owrrer
corrects the si tuat ion vi thin 60 days of receipt of  vrr i t ten not ice fron VHFA.

CI.ARTFICATIONS

VHFA is charged sith issuing no more tax credits to any given development than
is required to make that developnent econonical- Iy feasible. This decision
shall be nade solely at the discretion of VHFA, but VHFA in no tray represents
or i tarrants to any sponsor,  investor,  Iender or others that the project is in
fact feasible or viable, ei ther before or after the f inal  al locat ion decision.

VHFA's revien of docunents subnit ted in connect ion si th this al locat ion is for
i ts onn purposes. DCA and VHFA nake no representat ions to the owner or anyone
else as to conpl iance si th the Internal Revenue Code, Treasury regulat ions, or
any other lans or regulat ions governing the LIHTC program.

No member, of f icer,  agent or employee of DCA or VHFA shal l  be personal ly l iable
concerning any t0atters ar is ing out of,  or in relat ion to,  the al locat ion and
issuance of the LIHTC.
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1991- ALLOCATION PLAN FEDEML LOII INCOME HOUSING TAX CREDIT PROGMI.I

Please note that  VHFA is  under no obl igat . ion to necessar i ly  reserve or  a l locate
any part of Vermont's 1991- LIHTC all-ocation in 1991. The nes las alloss VHFA
to carry- forward unused 1991 tax credi t  author i ty  unt i l  Decenber 31,  L992.

It is required that the housing credit dollar amount issued to a developnent
shaI l  not  exceed the anount  the issuing agency detern ines is  necessary"  In
conjunct ion s i th  establ ish ing th is ,  i t  is  VHFA's prerogat ive to detern ine i f  a
developnent  is  l ike ly  to be successfu l ,  (overal l  f inancia l ly  feasib le)  hence
serving the population that the tax credits nere created to serve. If this
determinat ion cannot  be made,  tax credi ts  shat l  not  be issued to the sponsor.
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