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Closing Documentation

At closing, project Owners will execute 1.) a loan note, and 2.) a RRLF/CHA Use and Option Agreement. The
loan note will set the requirements of repayment for each RRLF/CHA loan. The RRLF/CHA Use and Option
Agreement will detail the affordability and ongoing reporting requirements necessary to demonstrate
compliance with this program.

Please note that while the RRLF/CHA Use and Option Agreement outlines the requirements at the time of
closing, the document will also reference the RRLF/CHA Program Guidelines and RRLF/CHA Post-Closing
Compliance Requirements. The process related to demonstrating ongoing compliance and the naming
convention used to describe the program may change from time to time.

Property and Unit Physical Inspections

VHFA staff or a third party approved by VHFA will perform physical inspections on properties for the term of
the RRLF/CHA investment and the extended affordability period. The inspections will take place for the
minimum affordability period (the greater of seven years, loan repayment, or the term of the loan), as well as
for the additional three-year rent increase restriction period. The frequency of inspections, and their
components will be as follows:

Exterior, Interior Common Elements and
Systems, 20% of units

Exterior, Interior Common Elements and
Systems, a percentage of units determined
by the agency based on the level of
concern

In Good Standing Once every 3 years

Properties with ongoing
financial or physical deficiency Once every year
concerns

VHFA will provide notice of no less than two weeks and no more than one month of impending inspection.
Upon notifying the Owner that a property inspection is pending, VHFA will require the owner/manager to
complete the RRLF/CHA Physical Inspection Questionnaire that describes any ongoing challenges with the
building and summarizes any major repairs/improvements that have occurred. The Physical Inspection
Questionnaire will also require the owner/manager to disclose any findings from local/state inspections and
remedies to comply with local/state physical inspections.

Following VHFA inspection, VHFA will notify Owners of any health/safety findings within 24 hours, and Owners
will have 24 hours to correct. For other findings, Owners will have up to 30 days to correct, or other timeframe
with VHFA approval, as outlined in RRLF/CHA Physical Inspection Questionnaire. Inspection standards are
subject to change over time to reflect industry updates, such as the upcoming implementation of the INSPIRE
Standards.
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The RRLF/CHA Physical Inspection Questionnaire and example inspection standards are available on the VHFA
website at this link: https://vhfa.org/managing-agents/rrif-cha-compliance .

Affordability and Financial Review

VHFA will perform an affordability and financial review annually to ensure compliance with program
affordability requirements. Affordability and financial reviews will be conducted on three key programmatic
aspects:

1) Rents and Affordability:
The rent levels for each designated program unit must be set in accordance with the RRLF/CHA Use and
Option Agreement. The RRLF/CHA Use and Option Agreement will outline the number of units that are
“program units,” and the maximum Area Median Income rents that may be charged for each unit.

Rent increases: Rents for current residents may increase a maximum of 3% annually, as long as they are still
within the VHFA Affordability Matrix for the current year and AMI served. At unit turns, rents may increase to
a level within the VHFA Affordability Matrix for the current year and AMI served (without a 3% maximum).
VHFA may also ask for market information that supports rent increases.

VHFA will publish updates to the VHFA Affordability Matrix annually in the spring (usually around May). VHFA
will notify RRLF/CHA Owners when the annual update is published with an email blast and an announcement
on our website. RRLF/CHA Owners can then provide tenant notice in accordance with the lease stipulations
and implement annual rent increases.

Annually by March 1, Owners will fill out the RRLF/CHA Occupancy Report spreadsheet and return it to VHFA.
VHFA will send out email notification with a reminder of this deadline in January. The report will collect
general information about occupied households and rent levels (including utilities), and demonstrate that the
property is meeting the program requirements. If VHFA finds that rent levels or household incomes for move-
ins during the year are not in compliance, Owner will have 30 days to provide a plan of correction to VHFA.

The RRLF/CHA Occupancy Report is available on the VHFA website at this link: https.//vhfa.org/managing-
agents/rrif-cha-compliance .

2) Household Income Compliance:
Household incomes may not exceed the unit income designation outlined in the RRLF/CHA Use and Option
Agreement at the time of move-in. RRLF/CHA Program Guidelines allow units to serve households with
incomes up to 25% above the rent AMI level. For example, units with rents set at 65% AMI could serve
households with incomes up to 90% AMI. Owners/Managers are not required to review income after move-in.

Owners/Managers shall maintain tenant files that demonstrate income levels were verified for eligibility prior
to move-in. Move-in files for program units should be available for review by VHFA upon request, and VHFA
will review a minimum of 20% of tenant files for the RRLF/CHA units every three years. At a minimum, those
files shall include the following documentation:

e 1) Tenant’s Application

e 2) Verification of personal identification: driver’s license, or other forms of government-issued

documentation.
e 3)Income qualification materials: as described in RRLF/CHA Income Certification form.
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e 4) RRLF/CHA Income Certification form, signed by Manager and the tenant.

Annually, when Owners fill out the RRLF/CHA Occupancy Report spreadsheet, the report will collect
information about the move-in incomes of residents and demonstrate that the property is meeting the
program requirements.

The RRLF/CHA Income Certification form and RRLF/CHA Occupancy Report are available on the VHFA website
at this link: https.//vhfa.org/managing-agents/rrif-cha-compliance .

3) Project Financial Health Review:
Annually, the Owner must submit the RRLF/CHA Financial Reporting spreadsheet to demonstrate that the
project is performing financially and is adequately insured. The RRLF/CHA Financial Reporting spreadsheet
asks for information about the project balance sheet, income and expenses, replacement reserves, and long-
term debt. The spreadsheet should be reviewed by a third-party certified public accountant. VHFA will not
require projects to receive a full audit.

VHFA will perform a financial performance review for each project, which will include analyzing the net
operating income, project cashflow, and debt service coverage ratio. VHFA may have additional requirements
based on the term of RRLF/CHA investment, the size of the project, and the capacity of the Owner.

The RRLF/CHA Financial Reporting spreadsheet is available on the VHFA website at this link:
https://vhfa.org/managing-agents/rrlf-cha-compliance.
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