State of Georgia

 2002 Qualified Allocation Plan

for

Federal low income housing tax credits

state housing tax credits

HOME investment partnership program funds

Section 1.  Purpose

The purpose of the 2002 Qualified Allocation Plan (Plan) is to set forth: 

· the legislative requirements for distributing affordable housing financing resources,

· a description of federal and state resources available from DCA for financing affordable rental housing,

· the priorities established by DCA for the types of affordable rental housing,

· the process of evaluating funding requests and awarding of these resources, and

· certain aspects of program compliance requirements and procedures.

Section 2.  Definitions

The following definitions shall apply for the purposes of this Plan:

“4% Credits” means Federal Credit available to Bond Financed Projects which meet the requirements of this Plan.

“9% Credits” means Federal Credit allocated on a competitive basis under the provisions of this Plan.

“AMI” means Area Median Income as defined by HUD.

“Applicant” means any person and any affiliate of such person, corporation, a partnership, joint venture, association, or other that submits an Application to DCA requesting an allocation pursuant to the Plan.  The Applicant is also the Project Owner, unless the Applicant transfers or assigns its interest in the Project (which assignment can only occur with the consent of DCA).  Each Project Owner and each of the Project Owners shall be obligated to carry out the commitments made to DCA by the Applicant.

“Application” means the set of documents, in paper and electronic form, submitted by an Applicant to DCA under this Plan.

“Application Submission” means the date and time, as stipulated in Section 12 of the Plan, by which the Application must submitted to DCA in order to be eligible for funding under this Plan.

“Bond Financed Projects” means affordable housing developments financed with tax-exempt bonds and therefore eligible for 4% Federal Credit.

“Capital Improvements” mean improvements to the real estate, the cost of which exceeds $10,000 for items such as re-roofing, structural repairs, or major projects to replace or upgrade existing furnishings, but not including replacement of individual appliances or minor repairs.

“CHDO” means a Community Housing Development Organization, as defined in the HOME regulations at 24 CFR Part 92.2.

“CHDO Loan Program” means that program designed to make HOME rental housing loans to CHDOs.

“CHDO Predevelopment Loan Program” means that program designed to make loans exclusively to inexperienced CHDOs for predevelopment activities involving the preparation of Applications for loans through the CHDO Loan Program. 

“Code” means Internal Revenue Code, primarily Section 42.

“Competitive Scoring” means the process described in this Plan by which DCA ranks the Applications received.  Only those Applications meeting Threshold requirements will be advanced to the Competitive Scoring process.  The ranked outcome of the Competitive Scoring process will be a significant factor in DCA’s determination of Applications selected for funding.

“Compliance Period” means the 15-year period over which a property must operate in accordance with the Credit requirements to avoid Federal Credit recapture. The Compliance Period commences with the first taxable year of the Credit period.

“Credits” means the State Credit and the Federal Credit together.

“DCA” means the Georgia Department of Community Affairs, an executive government agency in the State of Georgia.  By state law, DCA administers the programs of GHFA. 

“Developer Fee” means the sum of the developer’s overhead, developer’s profit, consultant’s fee, and reserves funded from the development budget held for less than the Period of Affordability.  If a consultant is acting in the capacity of developer or construction manager, or providing technical assistance to the developer or construction manager, the consultant’s fee is considered part of the Developer Fee.

“Elderly Housing” means housing intended for and solely occupied by persons 62 years of age or older, including a family in which all members are at least 62 years of age or two or more persons who are at least 62 years of age living together. All household members must be at least 62 years of age (no children, and no disabled persons under the age of 62).

 “Federal Credit” means the Low Income Housing Tax Credit established by the federal government for the purpose of encouraging the development of affordable housing and governed by the Code.

“FMR” means the Fair Market Rents issued by HUD.

“General Multifamily” means projects designed to be marketed to the general tenant population, and not specifically designed for or marketed to the Special Needs Households tenant population.

“GHFA” means the Georgia Housing and Finance Authority, a public corporation created by the Georgia General Assembly and designated by the Governor as the State Allocating Agency for Federal Credit and the state-level grantee for federal HOME funds.

“HOME” means the HOME Investment Partnership Program administered by HUD under the provisions of 24 CFR Part 92.

“HOME Loans” means the HOME Rental Housing Loan Program loans and the CHDO Loan Program loans collectively.

“HOME Rental Housing Loan Program” means the program that is designed to provide below market, favorable term financing for affordable rental housing. In Georgia, this program is intended to serve those individuals who have incomes up to 60% AMI.

“Housing for Older Persons”  means housing intended and operated for occupancy by persons 55 years of age or older.  According to Georgia law, the property must also have significant facilities and service serving the elderly population even though the requirement has been eliminated from the federal definition of elderly project.  At least 80% of the units must be occupied by at least one person 55 or older.  Up to 20% of the units may be occupied by others, including the landlord’s employees, the surviving spouses or children of residents who were 55 years of age or older when they died, and caregivers.  DCA will monitor the required facilities and services during the applicable Compliance Period.

“HTF” means the Housing Trust Fund for the Homeless established by O.C.G.A. 8-3-300.

“HUD” means the U.S. Department of Housing and Urban Development.

“Identity of Interest” means a situation exists in which a person, principal, or entity with an interest in the ownership of the property contracts with the owner to provide services.

“IRS” means the Internal Revenue Service, a division of the U.S. Department of Treasury.

“Local Government” means the controlling elected governing body of the local jurisdiction (as defined in its Charter) in which the property is located at the time of Application (e.g., city council if within the city limits, or county commission if in an unincorporated area).

“Manual” means the Application Manual published by DCA for Applications submitted in 2002.

“O.C.G.A.” means the Official Code of Georgia Annotated.

“Period of Affordability” means the time during which HOME Loan financed units must remain affordable to eligible households, as defined by HOME program regulations and this Plan.  The Period of Affordability shall commence upon completion of the project and shall run for twenty years or the term of the HOME Loan, whichever is greater.  Completion shall be defined as set forth in the HUD regulations for the HOME program. 

“PJ” means a Participating Jurisdiction, which is an agency of state or local government that administers the HOME Program in its jurisdiction. GHFA is the PJ for the non-entitlement areas of the State of Georgia. The local PJs include the cities of Albany, Atlanta, Macon, and Savannah; Clayton, DeKalb, and Gwinnett Counties; the consolidated governmental units of Athens-Clarke County, Augusta-Richmond County, and Columbus-Muscogee County; the counties and cities comprising the Georgia Urban County Consortium (Cobb, Marietta, Cherokee, Canton) and the Fulton County Consortium (Fulton, Roswell).

“Plan” means this 2002 Qualified Allocation Plan.

“Probationary Participation” means Project Participants that have been ineligible to participate for the last two competitive rounds and remain ineligible for the 2002 round may apply to participate in the 2002 competitive round in a probationary status. 

“Project Owner” means any person and any affiliate of such person, corporation, a partnership, joint venture, association, or other participant that has ownership interest in the project.  The Project Owner is also the Applicant.

“Project Participants” means the owner/general partner, developer, management company, consultants or syndicator proposed to be involved with a project for which an Application is submitted.

“PHA” means local public housing authority.

“Rent Standards” means the most recent AMI, FMR and UA issued by HUD.

“Reservation of Funds” means the securing of funding for a particular project proposal based on the understanding that the project will fully satisfy program and Plan requirements. 

“Rural Counties” means those counties that are outside of the Metropolitan Statistical Areas (MSAs) as defined by the Census Bureau and shown in Exhibit A.

“Scoring Criteria” means the criteria detailed in Appendix II by which points are assigned for the purpose of Competitive Scoring.

“Special Needs Households” means the Homeless, Elderly, Older Persons, persons with disabilities (mental, physical, developmental), abused spouses and their children, persons with alcohol or other drug addiction, persons living with HIV/AIDS, and migrant farm workers.  
“State Credit” means the Housing Tax Credit established by the Georgia General Assembly, as set forth in O.C.G.A. 48-7-29.6.

“Threshold” means the criteria described in Appendix I, which is the first phase of review for Applications submitted under the Plan.  Only those Applications that meet the Threshold criteria will be advanced to the Competitive Scoring process of the Application evaluations.

“UA” means the utility allowances as described in the Plan.

“URFA” means the Urban Residential Finance Authority.

“USDA” means the United States Department of Agriculture.

Section 3.  Legislative Requirements

Federal Credit.  O.C.G.A. 50-26-8(a) 32 gives GHFA certain powers and authority. As the agency administering the programs of GHFA, DCA is authorized to:

“… allocate and issue low income housing credit under Section 42 of the Internal Revenue Code of 1986, as amended, and to take all other actions and impose all other conditions which are required by federal law or which in the opinion of the agency are necessary or convenient to ensure the complete, effective, efficient and lawful allocation of and utilization of the low income housing credit program. Such conditions may include barring Applicants from participation in the tax credit program due to abuses of the tax credit program and imposing more stringent conditions for receipt of the credit than are required by Section 42 of the Internal Revenue Code…”

A.  Section 42 of the Code mandates that:

1. Each state adopt an annual plan for Federal Credit allocation;

2. The Plan applies to projects awarded Federal Credit from the state’s annual allocation, and projects financed by tax-exempt bonds and eligible for Federal Credit outside of the annual Federal Credit allocations; 

3. Draft versions of the Plan are made available for public comment;

4. After consideration of those comments, amendments are made to the Plan;

             5. The final Plan be approved by the GHFA Board and transmitted to the Governor for final review and approval.

B.   Code Section 42(m)(1) requires that each state:

· Set forth the project selection criteria appropriate to local conditions;

· Give preference in allocating Federal Credit to projects that:  

1. serve the lowest income tenants,

2. obligate to serve qualified tenants for the longest time periods, and

3. are located in Qualified Census Tracts, the development of which contributes to a concerted community revitalization plan;

· Establish procedures to monitor projects receiving Federal Credit for compliance with program provisions, and to notify the IRS of significant noncompliance issues; and, 

· Consider the following in allocating Federal Credit:

1. project location,

2. housing needs characteristics,

3. project characteristics,

4. Applicant characteristics,

5. tenant populations with special housing needs,

6. public housing waiting lists, 

7. projects serving families with children, and

8. projects intended for eventual tenant ownership. 

State Credit. DCA also administers Georgia's housing tax credit. The State Credit is applied in conjunction with the Federal Credit on a dollar-for-dollar matching basis. For each dollar of Federal Credit allocated, an equal amount of State Credit will be automatically allocated by DCA. This State Credit will be administered under the same rules and regulations prescribed for the Federal Credit supplemented by any rules, policies, or regulations established by the Georgia Department of Revenue. DCA will underwrite the combined Credit allocations to ensure that no development proposal is over-subsidized.

HOME Program.  The State’s Annual Action Plan for FFY2002 Consolidated Funds identifies the proposed distribution method, geographic allocation, and guidelines for meeting federal requirements for all HOME funded programs of the State.  The HOME Program regulations require that each PJ distribute its HOME resources in accordance with the priorities and objectives outlined in its most current approved Annual Action Plan for Consolidated Funds prepared in accordance with established HUD regulations (24 CFR Part 91). The Annual Action Plan incorporates the Plan as the established policy and procedures for the State’s review and evaluation of Applications for the HOME Rental Housing Loan and CHDO Loan programs.
Section 4.  Affordable Rental Housing Needs 

The State’s Annual Action Plan identifies the housing needs of low and moderate income Georgians as follow: 

a.    Households with incomes less than 60% of AMI;

b.    Special Needs Households, including:
· the Homeless
· Elderly Housing
· Housing for Older Persons
· persons with disabilities (mental, physical, developmental)
· abused spouses and their children
· persons with alcohol or other drug addiction
· persons living with HIV/AIDS
· migrant farm workers 
Applicants are referred to the State’s 2002 Consolidated Plan for complete information regarding 

Georgia’s housing needs.

Section 5.  Affordable Rental Housing Objectives

The State’s Annual Action Plan establishes priorities and objectives to improve affordable housing and community development opportunities across Georgia. This plan is guided by two major priorities of the State:


 1) To increase the number of Georgia’s low and moderate-income households that have obtained affordable rental housing that is free of overcrowded and structurally substandard conditions.

 2) To increase the access of Georgia’s Special Needs Households to a continuum of housing and supportive services which address their housing, economic health and social needs. 

To achieve these mandates, DCA makes Federal and State resources available under this Plan to Applicants that support either of the following purposes:

· Provide quality affordable rental housing, designed to last at least through the Compliance Period and the Period of Affordability, in those areas of Georgia having the greatest need.

· Make available quality, affordable rental housing that incorporates supportive programs for Special Needs Households.

Section 6.  Affordable Rental Housing Priorities

DCA is committed to making quality affordable housing available for low-income Georgians in all parts of the State.  Accordingly, DCA will direct its financing resources as described under the Plan to those Applications that best address Georgia’s affordable housing needs.

The Plan is designed to direct financing resources to affordable housing developments that:

· promote the revitalization of urban and downtown areas through renovation, re-building and/or new construction in infill areas.

· provide affordable housing in Rural Counties.

· provide affordable rental housing for families with children.

· incorporate smart growth concepts that focus on  the maintenance of quality of life, management of the impact of growth, protection of the environment and a return to the more traditional, less automobile-dependent, development patterns.

· include neighborhood characteristics and services that encourage resource protection, land conservation, open space planning techniques and smart growth principles.

· incorporate energy efficient project design and site design through sustainable building techniques and protection of existing resources. 

Section 7.  Financing Resources – Credits

Federal Credit. The annual Federal Credit dollar amount allocated to the State of Georgia equals $1.75 multiplied by the federal government’s estimate of Georgia’s population. The amount of Federal Credit available for the 2002 funding cycle will be comprised of the State’s 2002 Federal Credit allocation, returned Federal Credit, and any national pool Federal Credit available to the State less any Federal Credit forward committed. The total estimated amount of Federal Credit available for 2002 is expected to be approximately $13.7 million. 

The Credits are available annually for a 10-year period.  With certain exceptions, owners may receive annual Credits of the discounted present value of 30% of the qualified basis for developments involving acquisition, and annual Credits of the discounted present value of 70% of the qualified basis for developments involving new construction or rehabilitation. Bond Financed Projects may also be eligible for 4% Federal Credits in addition to the State’s annual Federal Credit ceiling.

State Credit. The annual State Credit dollar amount will equal that of the Federal Credit. The State Credit will be automatically allocated on a dollar-for-dollar basis with the Federal Credit (for both 9% and 4% Federal Credit) and will be available for the same time period discussed above. The Federal and State Credit may be bifurcated and sold to separate investors. 

Set-asides.( This estimated amount of Federal Credit available includes the following set asides:

· Nonprofit Set-aside - 10% of the available Credits are set-aside for nonprofit-sponsored Applications pursuant to the Code.  Qualified nonprofit organizations must materially participate in the project within the meaning of Section 469(h) of the Code and meet all requirements set forth in Code Section 42(h)(5).
Rural Set-aside*- 30% of the available Credits will be set-aside for Applications proposing affordable housing developments in Rural Counties. Applications funded under the Rural County set-aside will receive preference in the allocation of Loans. 

Note: If a nonprofit development in a Rural County is selected for funding, that project’s funding will be counted towards meeting both the nonprofit set-aside and the Rural County set-aside. 

Maximum Project Credits Award.* No project will be awarded more than Seven Hundred Fifty Thousand and No/100 Dollars ($750,000) of Georgia’s annual Federal Credit authority and an equal amount of State Credit authority.

Maximum Ownership Interests/Tax Credit Award.* Applicants will be limited to ownership interest in a maximum of three projects, of which the total Federal Credit from the 2002 competitive funding round cannot exceed $1,750,000. This limitation applies to ownership interests of all proposed Project Participants, except syndicators. Any Application proposing ownership interest by a Project Participant having proposed ownership interests in three other projects that score higher will be deemed ineligible for funding. Also, Applications proposing ownership interest by a Project Participant having proposed ownership interests in other projects scoring higher will be deemed ineligible if the additional Credit, combined with the other projects scoring higher, exceeds the $1,750,000 limitation. 

The exceptions to the three-project/$1,750,000 limit include; 1) an Application in which an experienced For Profit or nonprofit developer partners with an inexperienced nonprofit that is applying under the Plan's Credit nonprofit set-aside or the HOME CHDO Loan Program set-aside; or 2) an Application in which an experienced for profit or nonprofit developer partners with an inexperienced For Profit developer. However, experienced for profit developers or nonprofit developers are limited to two projects for which they can partner with an inexperienced nonprofit or for profit developer. Inexperienced nonprofit developers and inexperienced for profit developers are limited to one project. 

Eligibility.  Any individual, corporation, partnership, trust or other legal entity which owns, or intends to construct or acquire one or more eligible residential buildings for occupancy by low and very low income households as set forth in the Plan, the Manual, and Code, may apply. 

Eligible buildings contain one or more units designed for long-term, continuous residential rental use. Buildings used as transitional housing for the Homeless also may be eligible.

Carryover Allocations.* No project can receive more than one Carryover Allocation of 2002 Credits.  If the owner determines that more Credits are necessary to make the project financially feasible, the owner may apply to DCA for additional Credits only under the Application process set forth in the Qualified Allocation Plan in the year the project is placed in service and the owner applies for the IRS Form(s) 8609. 

To qualify for Credits, a building generally must be placed in service during the year in which it receives an allocation. An exception is provided in the case where the owner has expended an amount equal to at least ten percent (10%) of the reasonably expected basis in the building by the later of (1) the end of the calendar year in which the allocation is made, or (2) six months after receipt of the allocation.

Commencement of Construction/Rehabilitation.
 Owners of projects receiving Credits for new construction or rehabilitation in the 2002 round must commence construction or rehabilitation no later than June 30, 2003. Failure to commence construction as scheduled may cause an automatic recapture of the Credits. DCA will closely monitor construction start dates.

To certify the commencement of construction and/or rehabilitation, the Project Owner will be required to provide DCA with copies of the following on or before than June 15, 2003:

· construction drawings, specifications

· project construction schedule

· copies of project building permits

· and the Project Owner’s Notice to Proceed

The owner will be required to provide DCA a schedule of values no later than June 15, 2003.

In reviewing the commencement and completion schedules, DCA, in its sole and absolute discretion,

reserves the right to grant waivers upon written request.

Completion of Work Scope.  Owners of projects receiving Credits in the 2002 round for the rehabilitation of an existing property must perform 100% of the rehabilitation work scope in accordance with the original physical needs assessment submitted with the Application no later than December 31, 2004. Owners of properties receiving Credits for new construction in the 2002 round, must perform 100% of the work scope as set forth in the DCA approved construction drawings and specifications no later than December 31, 2004. DCA will inspect projects requesting IRS Form(s) 8609 to ensure that all work has been completed prior to issuing Form(s) 8609.  If a lesser percentage is completed, DCA reserves the right to recapture all Credits allocated. At its sole and absolute discretion, DCA may approve modifications to the proposed work scope upon written request.

Placement-In-Service.  Owners of projects receiving Credits in the 2002 round must place all buildings in the project in service by December 31, 2004. 
Failure to Pay Compliance Monitoring Fee.  All compliance monitoring fees must be paid within 18 months of issuance of the carryover allocation document, but no later than the placed in service date. Failure to do so may adversely affect the Applicant's ability to compete in future funding rounds. In no case will the final Federal Credit allocation (IRS Form 8609) be issued before these fees are paid.

Final Allocation Deadline.  Owners of projects receiving Credits in the 2002 round must apply for Final Allocation and request for issuance of IRS form(s) 8609 by January 15, 2005. IRS form(s) 8609 for a project will be issued only once for the entire project as proposed in the Application. Form(s) 8609 will not be issued as buildings are placed in service.
Section 8.  Financing Resources – Bond Financed Projects

To be eligible for an allocation of 4% Credit, Bond Financed Projects must satisfy the Threshold requirements set forth in Appendix I of the Plan (except for sections 9,12,13,15 & 18 and portions of section 10) and the requirements contained in of the Plan. The tax-exempt bond issuer is responsible for determining whether the project meets the Plan requirements. 

In cases where the owner requests such a determination, DCA will issue its opinion as to the project's 4% Credit eligibility. The project must comply with the Plan in effect at the time of bond allocation.  

Regardless of who makes the determination, no Form(s) IRS-8609 will be issued until DCA is satisfied that the project is eligible for the 4% Credit.  In making Application to DCA for a letter of determination, an owner must complete the standard Application, as well as provide all supporting documentation necessary to meet all applicable requirements and pay the appropriate Application fee. The Application must be submitted at least 45 days before bond closing. DCA will provide its opinion within 45 days of the receipt of a complete Application. 

After being placed in service, Bond Financed Projects must apply for Form(s) IRS-8609 by completing a final allocation Application. (See Section 15 for applicable fees.)
In cases where the local issuer made the determination of eligibility, the owner must still submit a complete Application to DCA as well as the appropriate Application fee at the time of final allocation Application. 

DCA's Application review will include a physical inspection of the property and review of the plans and specifications to ensure the quality of construction, and a compliance review to ensure adherence to state and federal requirements relating to the Credit.

DCA will make the final determination of the Credit amount. DCA will not issue a favorable opinion or Form(s) IRS-8609 when an Applicant exhibits a continual pattern of noncompliance, or when the Applicant demonstrates an inability or an unwillingness to resolve noncompliance matters in a timely manner.

Section 9.  Financing Resources – HOME Loans*
Resources Available. HUD annually allocates HOME funds to states and larger local governments. The Federal Fiscal Year (FFY2002) HOME allocation is expected to be available to the State on July 1, 2002, following approval of the Annual Action Plan for FFY2002 Consolidated Funds (Annual Action Plan). In the event FFY 2002 HOME funding is not made available to the State, DCA will not be obligated to provide any HOME Loans to Applicants. 

As of the date of publication of the Plan, approximately Thirteen Million ($13,000,000) is expected to be available for HOME Loans under the Plan. DCA reserves the right to adjust the amount of HOME funds available for HOME Loans pending final notification from HUD of its FFY2002 HOME allocation and DCA’s determination of the funding needs of all of its HOME-funded programs as described in the Annual Action Plan for FFY 2002 Consolidated Funds. 

CHDO Loan Program.  Fifteen percent (15%) of the State’s total FFY 2002 HOME allocation will be set aside for projects owned by nonprofits that have been pre-qualified by DCA as CHDOs. All or part of the CHDO set-aside will be met with funding under this Plan. HOME funds awarded to CHDOs under other DCA programs may also count towards this set-aside.  CHDOs funded under this Plan must act as sole or joint owners of newly constructed or rehabilitated rental housing for occupancy by low and very low-income households as set forth in the Plan, the Manual, and the HOME regulations. 

All HOME Loans made to CHDOs under this Plan are collectively considered the CHDO Loan Program. Organizations seeking funds under the CHDO Loan Program may apply for funding to cover pre-development expenses through DCA’s CHDO Pre-Development Loan Program. Information on the Pre-Development Loan Program is available on DCA’s website or by calling DCA at (404) 679-0680.
In the event HOME Loan funds remain unallocated after the Competitive Scoring process described in the Plan is complete, DCA reserves the right to apply the remaining HOME Loan funds to other DCA programs at its sole and absolute discretion. Further, DCA reserves the right to adjust the amount of HOME funds allocated to the HOME Rental Housing Loan and CHDO Loan Programs in its sole and absolute discretion.

HOME-Funded Project Location.  Applicants will be awarded HOME funds only if the proposed project is located outside of the political boundaries of any local PJ. Two exceptions to the non-PJ location requirement are:

· Those organizations applying to the CHDO Loan Program, and

· Those Applicants whose project will serve a Special Needs Households population and receives points as a Special Needs Households Project (does not include Elderly Housing and Housing for Older Persons projects).

Maximum HOME Loan.  The maximum HOME Loan will be $2 million per project, except that projects located in Rural Counties will be eligible for loans up to $2.8 million if no other lender is involved or a second lender agrees to a second-lien position. 

Maximum Ownership Interest/HOME Award.  Applicants will be limited to ownership interest in a maximum of three projects, of which the total funding cannot exceed thirty percent (30%) of the total HOME Loan resources available. This limitation applies to ownership interests of all proposed Project Participants, except syndicators. 

Any Application proposing ownership interest by a Project Participant having proposed ownership interests in three other projects that score higher will be deemed ineligible for HOME Loan funding. Applications proposing ownership interest by a Project Participant having proposed ownership interests in other projects scoring higher will be deemed ineligible if the additional HOME Loan funding, combined with the other projects scoring higher, exceeds 30% of the annual HOME Loan resources.

The exceptions to the three-project/30% limit include: 1) an Application in which a for profit or nonprofit developer partners with an inexperienced nonprofit developer that is applying under the Plan's Credit nonprofit set-aside or the HOME CHDO Loan Program set-aside; or 2) an Application in which an experienced for profit or nonprofit developer partners with an inexperienced for profit developer. However, an experienced for profit developers or nonprofit developers are limited to two projects for which they can partner with an inexperienced nonprofit or for profit developer.  Inexperienced nonprofit developers and inexperienced for profit developers are limited to one project. 

Eligibility.  For profit or nonprofit owners of newly constructed or rehabilitated rental housing for occupancy by low and very low-income households as set forth in the Plan, the Manual, and the HOME regulations may apply.  Eligible activities are the construction to permanent financing for the costs of constructing or rehabilitating rental housing as defined in the Plan. Rental dwelling units financed through the HOME Loan program must be affordable by low-to-moderate-income households as defined in the Plan, the Manual, and the HOME regulations.  

HOME Loan Terms. The following provisions are applicable to projects awarded HOME Loans:

· Applicants requesting permanent HOME Loan financing must also use HOME Loans for construction financing.

· Construction loans will be made in an amount sufficient to cover hard construction costs only, but not to exceed the lesser of 90% of unrestricted appraised market value or $2 million in non-Rural Counties or $2.8 million in Rural Counties.

· The minimum loan amount is $100,000.

· No interest will be charged during construction loan period.

· Construction loan terms will be set depending upon the projected construction and lease-up schedule.

· Construction loans will convert to permanent loans in the amount of construction financing being retired.

· The interest rate on the permanent loan will be no less than  1%, but DCA reserves the right to adjust this rate at its sole and absolute discretion.

· Repayment schedules will vary depending upon projected economics of the development.

· In general, permanent HOME Loans will be fully amortizing, with a maturity and amortization period ranging from 15 to 30 years.

· DCA reserves the right, at its sole and absolute discretion, to adjust the term according to its own underwriting projections and all applicable policies and procedures. 

· Non amortizing HOME Loans are available for projects in Rural counties only, except as provided in below.

· Non amortizing HOME Loans are eligible for Special Needs Households throughout the state.  In such cases the term will be set by DCA with monthly payment and interest payments determined by DCA’s underwriting projections and a balloon payment due at maturity. 
· Written agreements shall be entered into between GHFA and the borrower.  

· HOME Loan proceeds will be disbursed on a draw basis during the construction period. The HOME loan documents will describe the policies and procedures for obtaining a draw.

· HOME Loans will “convert” to permanent loans upon the satisfaction of certain conditions outlined in the loan documents.

· Loans will be scheduled to “convert” to permanent loans within twenty-four months. 

Section 10.  Policies*
Policies governing the administration of the Credits and HOME Loans are found throughout the Plan, the Manual, the Compliance Manual, and other documents published by IRS, HUD, and DCA.  Included in this section of the Plan are policies to which DCA wishes to draw specific attention.  In no way, however, should exclusion of a policy from this section be construed to limit its applicability to funding resources allocated under the Plan. DCA reserves the right to formulate new policies to address operational issues that may arise during the course of the funding cycle.

General Requirements.  Generally, a project must:

· be supported by market demand as determined by DCA;

· meet DCA feasibility and viability standards;

· meet DCA site and construction quality standards;

· demonstrate readiness to proceed to loan closing and commencement of construction (with funds available to cover project costs during construction) and lease-up;

· evidence of proper zoning and infrastructure;

· identify sources of funds to pay for any amenities or services proposed, and;

· consist of an ownership, development, and management team without a history of significant noncompliance problems.

Underwriting Policies (Program Applicability is Indicated as "Credits"  "HOME" or "Both")

· Annual Operating Expenses.  Annual budgeted operating expenses, excluding reserve contributions, must be no less than $3,000 per unit for urban projects, $2,600 for Rural County projects, and $2,000 for Rural County projects that include USDA loans as a funding source. (The lower amount for an USDA project is allowable due to USDA's other more restrictive underwriting policies.) However, DCA reserves the right to determine the reasonableness of budgeted operating expenses. DCA will consider waivers for projects that can clearly demonstrate that annual operating costs can be reasonably maintained at a lesser amount. Approval of such waivers shall be at DCA's sole and absolute discretion. Requests for waivers and fees shall be forwarded to DCA on or before March 1, 2002, to the attention of the Director of the Office of Affordable Housing. (Both)
· Assumptions for Building Basis. For purposes of underwriting acquisition Credits, the building basis must be limited to the appraised value of the building(s). (Credit)

· Assumptions for Land Purchase.  For purposes of underwriting HOME Loans, the cost assumed for acquisition of land and existing buildings will be limited to the lesser of the sales price or the appraised “as-is” value.  (HOME) 

· Builder Cost Limitations. Builder's overhead, general requirements, and builder's profit are limited to percentages of the total construction contract (net of builder's overhead, general requirements, and builder's profit) as follows: 
Builder’s overhead – two percent (2%); General Requirements (including cost for Payment and Performance Bonds) – Six Percent (6%); and Builder’s profit – six percent (6%).  (Both)

· Construction Contingency. The construction contingency amount must be at least 2% but no greater than 5% of the total construction cost for new construction projects. For rehabilitation projects, the construction contingency amount must be at least 5%, but no greater than 7% of the total construction cost.  DCA reserves the right to adjust development budgets in this regard, for underwriting purposes, in its sole and absolute discretion. (Both)
To the extent feasible, DCA funds should be allocated to cover disbursements from the construction contingency. Regardless of how the contingency is funded, DCA must approve all change orders. Any unused balance in the construction contingency at the time of HOME Loan conversion from construction to permanent must be used to reduce the principal amount of the HOME Loan or the senior lender loan as appropriate, with the monthly principal and interest payments adjusted accordingly. (HOME)
· Construction Hard Cost Financing.  HOME Loan funds can be used to finance only construction hard costs.  Soft costs, acquisition costs and other project costs must be financed by other financing sources. (Not applicable to CHDO Predevelopment Loans).  (HOME)
· Construction Loan Recourse.  All construction loans will be full recourse against the borrower and/or the principals of the ownership entity until full and final completion of the project as determined by DCA. (HOME)
· Consultant Portion of the Developer Fee. Consultant fees will be limited to no more than 20% of the Developer Fee.  

· Debt Coverage Ratio.  The debt coverage ratio for all tangible debt after funding expenses and other required reserve funding must be between 1.10 and 1.30 for the first full year of operation. For purposes of determining the debt coverage ratio, the deferred Developer Fee will not be considered tangible debt. The debt coverage ratio cannot drop below 1.10 during the 15-year Compliance Period, HOME Loan term, or the Period of Affordability, whichever is longer. The Credits and/or HOME Loan amount may be reduced if DCA’s underwriting indicates a debt coverage ratio greater than 1.30 in the first full year of operation.  (Both) 
· Developer Fee Limitation.  DCA restricts the maximum Developer Fee as follows:

15% of total development costs less the budgeted Developer Fee and the cost of land. For acquisition and rehabilitation projects, the Developer Fee on the rehabilitation portion will be limited to 15% of the total development cost less the budgeted Developer Fee, the acquisition cost of the buildings, and the cost of land. 

When an identity of interest exists between the owner and the general contractor, the maximum Developer Fee is restricted to 15% of the total development cost less the cost of the land, the budgeted Developer Fee, and the builders profit. If the Application budgets a Developer Fee of less than 15%, the percentage proposed will be substituted for 15% in determining the maximum Developer Fee.

Consultant’s fee, working capital, rent up reserves and operating reserves held for less than the term of the loan are considered part of the Developer Fee. (Both) 
· Developer Overhead and Consultant Fees.  The amount of the developer’s overhead and consultant's fee (if applicable) that can be drawn during construction must not exceed the lesser of (1) 20% of the maximum allowable Developer Fee, or (2) 50% of the total Developer Fee requested. None of the developer’s profit will be disbursed until all DCA conversion conditions have been met and the HOME Loan for construction has been converted to a permanent loan. These disbursement conditions will be reflected in the HOME Loan documents and in an agreement with any other funding source(s) that will be funding these line items.  (HOME)

· Management Unit Designation.  For Applicants electing to house management personnel in a project unit, the management unit can be either designated as part of the unit count or part of common space.  If the management unit is designated as part of the low-income unit count, it must be occupied by an income eligible household that may be the on-site manager, and rent can be charged or collected by the owner for this unit.  If the management unit is designated as part of common space, it need not be occupied by an income-eligible household, but must be occupied by the on-site manager, and no rent can be charged or collected by the owner for this unit.  (Both) 

· Non-Amortizing Loans--Excess Cash Flow.  For all permanent non-amortizing HOME Loans, one-half of the after-debt-service cash flow (minus audit fees) will be deposited into an interest-bearing account approved and jointly controlled by DCA, which will be used for principal reduction or capital improvements. These funds (with the exception of those approved by DCA for capital improvements) must remain in the account until the HOME Loan is repaid.  (HOME)

· Non-Amortizing Loans—Future Market Value.  In the case of a non-amortizing HOME Loan, DCA will require a projection from the appraiser of the future market value of the property at the maturity of the HOME Loan. This value will be used by DCA to determine the likelihood of retirement of the outstanding balance by refinance or resale of the property.  The future market value of the property must be greater than the projected outstanding DCA Loan balance at maturity in order for the HOME Loan to be considered financially feasible. In the case of a non-amortizing HOME Loan, the outstanding interest and a portion of the principal must be paid every year.  (HOME)

· Operating Deficit Reserve.  All developments financed in whole or in part with HOME Loans must budget for and fund an operating deficit reserve in an amount of no less than six times the secured monthly debt service to lenders plus no less than six months projected operating expenses. The funding of the operating deficit reserve must be completed prior to the permanent HOME Loan conversion.  If drawn upon, no further distribution to owners will be authorized until such time as the operating deficit reserve is restored to full funding. 
The operating deficit reserve must be held by DCA or the senior lender and must remain in place for the term of the HOME Loan or the Period of Affordability, whichever is longer. With the exception of instances in which Fannie Mae is the sole senior lender, if DCA is a subordinate lender, but makes a HOME Loan in an amount greater than the senior lender, DCA must hold the reserves. All withdrawals from the operating deficit reserve must be requested in writing and approved in advance by DCA. Interest earned on the operating deficit reserve account shall be added to the account as an additional contribution and will not be credited against the required monthly cash contributions.  (HOME)

· Replacement Plan.  A Replacement Plan and schedule must be included in the Application. The calculations and assumptions used in the Replacement Plan should take into account the fact that over the life of the project, capital items such as building roofs, parking lots, HVAC systems, major appliances, etc., will need to be replaced.  At a minimum, the Replacement Plan must reflect reserve contributions and, depending on the projects characteristics, may require contribution amounts greater than the minimum Replacement Reserves requirements.  (HOME)

· Replacement Reserve.  A Replacement Reserve, based on a Replacement Plan, is required for all projects awarded funding under the Plan and must be included in the operating budget. Contributions must be made to the reserve account, starting at or before the conversion date of the construction loan to permanent loan and must be funded for the term of the loan in accordance with the Replacement Plan. The following minimum contributions must be used:

1. Rehabilitation       - $25.00 per unit per month ($300 per unit per year)

2. New Construction - $16.70 per unit per month ($200 per unit per year)

Replacement Reserve funds may be used only for capital improvements and system replacements, and must not be used for general maintenance expenses. Replacement Reserves must escalate at a rate of 3% per year. If the Replacement Plan indicates that an amount greater than the minimum reserve outlined above is necessary, then this greater amount will be required and must be escalated at a rate of 3% per year. DCA will, at its discretion, adjust the Replacement Reserve to reflect reasonable and customary capital and replacement expenditures.  (Both)

All withdrawals from the Replacement Reserve account must be approved by DCA in advance. The senior lender must maintain the Replacement Reserve account in a FDIC insured financial institution or maintained by DCA. Interest earned on the Replacement Reserve account shall be added to the account as an additional contribution and will not be credited against the required monthly cash contributions. (HOME)

· Revenue, Vacancy, and Expense Trends.  Revenue should be trended at 2% per year, operating expenses at 3% and vacancy and collection loss at 10%, with the exception of those proposals that include rental assistance. Proposals that include rental assistance should apply a 7% vacancy factor for the rental assistance units for the period in which the rental assistance will be committed to the project.  (Both)

· Rural County Projects. DCA recognizes that Rural County projects may involve greater financial risk than non-Rural County projects. While a sufficient economic base to support a proposed Rural County project may exist at the time of Application, the loss of a predominate industry or employer, or other extenuating circumstances out of the control of the Applicant could result in a major economic impact on the project.  To mitigate this increased financial risk, DCA will consider loan modifications during the course of the HOME Loan for projects which have suffered a demonstrated major economic impact as a result of the loss of a predominate industry or employer or other extenuating circumstances.  The loan modification may be structured to allow the Project Owners to maintain ownership and control of the property and to continue providing affordable housing to the extent it is needed in the community. (HOME)

· Soft Cost Contingency. “Soft cost” or “total project” contingency, over and above the allowed construction contingency, will not be permitted as a budgeted line item.  (Both) 

· Stabilization. Projects will be considered stabilized when occupancy reaches 90% for three consecutive months, or actual revenue reaches 90% of budgeted revenues for three consecutive months. (Both) 
· Utility Allowance (UA).  Applicants should use the UA provided by the agency administering the Section 8 Rental Assistance Program in the jurisdiction in which the project is located.  For example, if a local housing authority administers Section 8 in the area, they would provide those UA, but if DCA administers Section 8 in the area, the DCA UA would be used. If a building receives USDA assistance, or any tenant in the building receives USDA assistance, the low-income units must use the applicable USDA UA. If HUD reviews rents and UA on a building, the low-income units must use the applicable HUD UA.  In all other cases, the owner is required to follow the applicable PHA UA or DCA UA.  (Both)
· Working Capital and Rent-Up Reserves.  A working capital/rent-up reserve is required for projects receiving a DCA HOME Loan only if a lease-up cash flow analysis results in a cash flow deficit.  For those developments, the required rent-up reserve would equal the amount of the projected lease-up deficit.  A required rent-up reserve will only be used to cover operating cash flow deficits during the period prior to converting a construction loan to a permanent loan.  Loan documents and intercreditor agreements must reflect this requirement and DCA’s approval authority. (HOME)
Other Policies.

· Construction Start Date.  Projects receiving HOME Loans must not begin construction prior to the HOME Loan closing. Exceptions may be granted by DCA at its sole and absolute discretion, but must be requested prior to construction commencement. Failure to comply with this policy may result in cancellation of the HOME Loan Commitment or other penalties.  (HOME)

· Contract Bidding and Bid Bonds.  Project Owners are not required to solicit bids for construction contracts to be financed with DCA HOME Loans, and bid bonds are not required when bids are solicited, unless otherwise required by law.  However, prior to closing a HOME Loan, DCA must approve both the general contractor and the contract documents; DCA will not close a Home loan unless the approved contract with the general contractor has been fully executed. (HOME)

· Conversion.  Projects receiving HOME Loans must be scheduled to convert within twenty four-months of closing.

· Distribution Across Unit/Bedroom Sizes

1.  Rent.  Projects with a multi-tiered rent structure must distribute the rents equally across unit sizes.  These units need not be fixed but may float in the same way high HOME rent and low HOME rent units may float within a project.

2. Accessibility.  Handicapped equipped units must be distributed across all bedroom sizes 

                                                                                                                                      (Both)

· Final Draw. The final payment of funds shall be made at the time of substantial completion of construction, to be evidenced by submission of all items on the DCA form “Requirements for Final Draw”, including but not limited to: final payment request in AIA form, copies of all certificates of occupancy for all buildings, final lien waivers, construction consultants' final inspection, and approval for release of funds.  (HOME)

· Identity of Interest.  
1. Owner-Contractor—If there is an identity of interest between the Project Owner and the contractor, a third party front-end analysis of the construction costs will be commissioned by DCA during the DCA underwriting period. Additionally, industry standards for such owner-provided construction services shall be used to determine reasonableness for the services. (HOME)

2. Other—If there is an identity of interest between the Project Owner and any other provider of service, material, or supplies, three (3) bids must be submitted to DCA.  Such owner-supplied services, materials, or supplies must not exceed the amount ordinarily paid for the service, material, or supply.  (HOME)

· Intercreditor Agreements.  When DCA is not the only construction lender on a project, an intercreditor agreement shall be executed with the other lenders to ensure DCA’s required involvement in all significant aspects of the administration of the construction loans.  At a minimum, the intercreditor agreement should contain at least the following essential elements:

1.  An approved development cost budget indicating the source(s) of funding for each line item;

2. A process and timetable for reviewing and approving change orders to the construction       contract;

3.  A process and timetable for reviewing and approving draw requests, including site inspection and documentation standards; and

4.  A process and timetable for amending the approved development cost budget.

5. Limitations on disbursements for Developer Fee (owner’s profit and risk) and consultant fees.
6. Other matters, such as subordination of one lender's interest to another lender's interest. (HOME) 

· Land Use Restrictions.  When there is more than one financing source imposing land use restrictions on a project, e.g., a HOME Loan and Credits, there may be restrictions from one program that are more restrictive than similar restrictions in the other program(s). In such instances, the most restrictive requirements will apply to the project. (Both)
· Over-Income Tenant Restriction.  The Code provides that a tenant’s income may increase during tenancy to exceed 140% of the allowable household income. DCA requires that the lease for tenants who exceed this limit for two (2) successive years may not be renewed for the third year. The penalty for failure to adhere to this DCA policy may be forfeiture of the right to participate in all DCA programs in one or more future years depending upon the severity and nature of the particular circumstances.

When DCA HOME Loans are used, additional over-income restrictions shall apply. Upon re-certification of a previously eligible tenant, if it is determined that the tenant’s income exceeds 60% of AMI, the tenant's rent must be increased to the lesser of: 30% of the tenant's adjusted annual income, HUD's fair market rent limitations, or the maximum amount allowable by the Land Use Restriction Agreement governing Credits, not to exceed limitations set by state or local laws (if any). Any exceptions to this requirement must be approved in writing by DCA.

· Owner-Contractor Agreements.  If the owner is not also the general contractor, all developments financed in whole or in part with a HOME Loan for construction must use an AIA Standard Form Agreement between owner and contractor, with Standard Form Terms and Conditions.  The contract can be either stipulated sum or cost plus a fee with a maximum.  (HOME)

· Partnership Agreements.  The partnership agreement and any amendments must be fully executed prior to the HOME Loan closing. The Partnership Agreement and any amendments must reflect the terms of the HOME Loan transaction on all material points. (HOME)
· Payment and Performance Bonds.  A 100% payment and performance bond will be required for all developments funded with DCA HOME Loans. The cost of these bonds shall be included in the six- percent general requirements limit of the Builders Cost Limitations. A waiver may be granted only when there is an identity of interest between the owner/developer and the contractor, regardless of the contract amount, since such a relationship is usually not bondable.  

A waiver will not be considered unless:

1. The owner agrees to provide a construction completion guaranty, secured by a letter of credit with a value of at least 50% of the total construction cost, including profit and overhead; or

2. The owner agrees to secure a construction loan with private financing.  DCA will disburse funds during the construction period, in an amount not to exceed $2,500 per construction draw.

· Public Housing Units. HOME and Credits cannot be used for the construction or rehabilitation of public housing units except in mixed income projects that include public housing units and a portion of the total development cost is from another clearly identified funding source.

· Retainage. The construction contract must state that at least 10% of the cost of the completed work will be withheld as retainage until DCA has determined that the construction is substantially complete. (HOME)

· Stored Materials. DCA will not pay draw requests that include the cost of stored materials. Stored materials are considered to be materials that will not be incorporated into the construction within thirty days. (HOME)
· Subordination.  The decision whether to subordinate DCA's regulatory agreement and/or lien position to a private lender's security deed will be made only after DCA considers the individual circumstances of each HOME Loan.  Factors that will be considered include, but are not limited to, the senior loan amount, DCA’s HOME Loan amount, debt coverage ratio, private lender’s interest rates, loan maturity, type of loan, etc. In no instance will DCA subordinate to a public entity’s loan. (HOME)

· Relocation and Displacement of Tenants.  For all HOME Loan and Credits projects, tenant household data forms must be submitted with the Application for every occupied unit in each building to be rehabilitated.  The Applicant is responsible for the accuracy of the information on the data forms.  Applications for HOME Loans that require relocation of existing tenants due to rehabilitation work will be accepted only with a relocation plan (including a sufficient budget) that in the opinion of DCA, meets the requirements of the Uniform Relocation Act and any other applicable laws.
Funding sources other than the HOME Loan must be used to finance the relocation costs. For Credits projects, DCA will not allow permanent displacement of tenants, if avoidable.  If the Applicant anticipates displacing tenants, the Applicant must include in the Application a detailed displacement plan, which sets forth the specifics of the displacement, including a projected budget, and an explanation of efforts planned by the Applicant to mitigate the impact of the displacement.  Any displacement of tenants will be subject to DCA’s prior written approval. (Both)

· Section 8 Rental Assistance.  No owner may deny a unit to Applicants possessing a Section 8 Rental Assistance certificate or voucher unless that Applicant fails to meet the minimum requirements for all lease holders. Federal statutes prohibit discrimination against Section 8 certificate and voucher holders.  DCA will closely monitor whether the tenant application process is structured to avoid such discrimination or whether any actions are taken to discourage Section 8 Rental Assistance certificate or voucher holders from applying.  Likewise, all lease provisions must be compatible and not in conflict with Section 8 leases. (Both)
· Tri-Party Agreements.  A Tri-Party Agreement will be required for all DCA HOME Loan transactions involving another permanent lender that is not financing construction costs. The Tri-Party Agreement must clearly state, at a minimum, that the permanent lender has reviewed and approved the DCA HOME Loan documents, plans and specifications, development budget, tenant lease, environmental assessment, construction contract, title exceptions legal description, management agreement, partnership agreement, borrower's certificate of limited partnership, survey, appraisal, form of subordination agreement, and items necessary to satisfy the permanent commitment regarding completion of construction of the improvements of the collateral property.  (HOME)
Section 11.  Eligibility

A.  Applicants.   Proposed Project Participants may be ineligible to receive funding under the Plan if the proposed Project Participant falls within any one of the following categories:

1. Continuing Non-Compliance, Disqualification in DCA Programs  Principals of projects awarded Credits or HOME Loans in previous award cycles must remain materially in compliance with all applicable requirements of the Credits and the HOME Loan and CHDO Loan programs to remain eligible to compete for future Credits or HOME Loans.  Material non-compliance status exists when, in the judgment of DCA, an Applicant exhibits a continual pattern of non-compliance or when an Applicant demonstrates an inability or an unwillingness to resolve non-compliance matters in a timely manner. Additionally, Project Participants must start and complete outstanding DCA Loan or Credits projects in a timely manner and meet all material obligations under applicable loan documents and/or carryover allocation to remain eligible to compete for future Credits or HOME Loans. 

Project Participants must remain qualified to participate in all DCA-administered programs to remain eligible to compete for future Credits or HOME Loans.  DCA will have the sole and absolute discretion to determine those parties ineligible to receive funding under the Plan due to non-compliance, default or disqualification status.

2. Federally Debarred & Suspended Entities Any person (individual, corporation, partnership, association), principal (officer, director, owner, partner, key employee, or person who has critical influence), or agent for a Project Participant that is under debarment, proposed debarment, or suspension by a federal agency is ineligible to participate in the 2002 Competitive Scoring process. Such Applications will be rejected. Each Applicant must also include in the Application a statement concerning all criminal convictions, indictments, and pending criminal investigations of all general partners, and provide dates and details of each circumstance, unless otherwise prohibited by court order, statute or regulation. 

3. Failure to Use Previously Awarded Credits  An Applicant, including principals or officers of the ownership entity, awarded or allocated Credits in a previous year, which went unused for reasons other than for acts of God, the exercise of the power of eminent domain by a governmental body, or for reasons approved by DCA, will be ineligible to apply for Credits for a period of one year.  

An owner will be barred from reapplying for Credits for the specific project for which Credits went unused and buildings were not placed in service within the required two years. In its sole and absolute discretion, DCA may allow an Applicant who returned Credits allocated, for reasons other than those listed above, in a previous year to apply for Credits on the condition that if the Application is approved, the owner will pay a reservation fee equal to 17% of the annual allocation amount.  

DCA reserves the right to perform a full criminal, employment, and credit investigation of all Project Participants, excluding the syndicator.

B.  Projects. 

1.  Scattered Sites.  DCA will not accept Applications for scattered-site projects for single family buildings, multifamily buildings, or combinations thereof.

2.  Detached Single-Family Rental Housing.  Detached single family housing proposals will be eligible for funding if they satisfy the following requirements:

a. The Application must include in its development budget the costs associated with the 

        continuous upkeep of each rental house, including ground maintenance, at the project 

owners' expense. These costs must be supported by a detailed maintenance plan.

b. The Application must have a detailed Replacement Reserve analysis and plan.

c. The house designs must reflect architectural diversity through the use of different elevations

 and styles.

d. Landscaping must be appropriate for detached, single family housing.

Section 12.  Application Submission Deadline*.  DCA will conduct one Application cycle for funding resources during 2002. The Application must be delivered by the deadline to:




Georgia Department of Community Affairs




Housing Finance Division




60 Executive Park South, N.E.




Atlanta, Georgia 30329-2231

The complete Application is due at DCA by 5:00 p.m. on April 18, 2002. After this precise time, irrespective of any extenuating circumstances, no Applications or portions thereof will be accepted. 

A complete Application package must include one original binder and two copies, a scoring binder and an electronic original copy of the Application on a floppy disk. In the event any copy or electronic disk does not conform to the original print out of the Application, the original print out of the Application shall be deemed the correct Application.

Applicants must submit complete Applications according to the directions and format prescribed in the 2002 Manual.  No additional documentation will be accepted after the Application Submission deadline described in this Section unless specifically requested by DCA. The use of a third party or common carrier to deliver the Application does not relieve the Applicant of its responsibility for meeting the Application Submission deadline. Consequently, there will be no exceptions to this deadline. In addition, no assemblage, packaging, or other form of Application preparation will be permitted at any time on DCA premises.

Applicants will be required to self-score their Applications and fully explain their rationale in support of the scoring decision for each criterion. Applicants' self-scores must be done in strict accordance with the provisions of the Plan and the Application Manual. Any Application that does not include a completed self-scoring binder, prepared in accordance with the provisions of the Plan and the Application Manual, will be deemed incomplete. 

Maximum Number of Applications. DCA will assign sequential project numbers to all Applications in the order they are received, and prior to any form of Application review. Applicants will be permitted to submit a maximum of six Applications for funding resources under the Plan. This limitation applies to ownership interests of all proposed Project Participants except for syndicators.  Ownership interests of all Project Participants in the proposed Applications will be reviewed. If it is determined that a Project Participant has proposed ownership interest in more than six Applications DCA will only evaluate the first six project Applications submitted to DCA.  Any other Applications, which include the same Project Participant, will be considered ineligible and will not be evaluated. 

Market Studies. Applicants seeking 9% Credits and HOME Loans must pay a fee that includes the cost of a market study to be commissioned by DCA. Applicants must pay this fee at the time of Application Submission. The resulting market study is the sole property of DCA. However, after the Competitive Scoring process is complete and reservations have been announced, each Applicant will receive one copy of their respective project’s market study.  
In accordance with federal law enacted during December 2000, Applicants applying for 4% Credits involving Bond Financed Projects must submit a market study prepared by a disinterested third-party analyst approved by DCA. 

Section 13.  Project Reconfiguration/Application Modification*
Generally, Applicants will not be allowed to make any changes to the Application after Application Submission to DCA. If Applicants believe extenuating circumstances warrant a change, and the change would not significantly alter the project's original concept, a written request for such a change will be considered by DCA. However, changes cannot be made without DCA's written approval, and such approval will be at DCA's sole and absolute discretion.  This provision applies to any changes proposed after Application Submission, and if an award is made, throughout the project’s Compliance Period or Period of Affordability, whichever is longer. Applicants’ written requests must clearly establish the importance of the change, and why it is necessary to ensure the project’s long-term financial feasibility and economic viability. 

DCA will determine, in its sole and absolute discretion, whether or not a requested change will be authorized. The prohibition against changing any part of the Application without the prior written approval of DCA includes direct or indirect transfers of the general partner’s or developer’s interest.  Failure to abide by this provision will adversely affect the Applicant’s eligibility to receive future DCA funding.

DCA may allow Applicants to correct deficiencies in the Application if DCA does not approve a sufficient number of Applications to use all the Credits authority available in an Application cycle and it receives Applications that are acceptable except for minor deficiencies that the Applicant can address within a reasonable period of time (generally not to exceed 10 business days).

Section 14.  Fees

The fees indicated in this Section will be charged based on the legal status of the Applicants. All fees must be paid by certified funds or money order made payable to the Georgia Department of Community Affairs. 

· Compliance Monitoring Fees for Multiple Programs.  When DCA is required to monitor projects for compliance with tenant income and/or rent limitations of more than one program e.g., Credits and FDIC, the applicable monitoring fees for each program will be charged. Credits compliance fees must be paid no later than one year after the first building is placed in service. Failure to do so may adversely affect the Applicant's ability to compete in future funding rounds.

· Late Fees.  Any late fees imposed by DCA will not be considered as a project cost for underwriting purposes.

FEE SCHEDULE

For Profit and For Profit/Nonprofit Joint Ventures



Fees
Due Date

2002 Credit (only) Application Fee (includes market study )
$6,000 For Profits

$6,000 For Profit/Nonprofit Joint Venture

$5,000 Nonprofit
Application Submission

2002 HOME (only) Application Fee (includes market study )
$5,000 For Profits

$5,000 For Profit/Nonprofit Joint Venture

$4,500 Nonprofit
Application Submission

2002 HOME Loan/ Credit

Application Fee (includes market

Study fee)
$6,500 For Profits

$6,500 For Profit/Nonprofit Joint Venture

$5,500 Nonprofit
Application Submission



Credit Allocation Fee
7% of annual allocation
At time carryover allocation sent in

Credit Compliance Monitoring Fee

(Fees apply on a per-low income unit basis)
$150 – USDA projects

$150 – URFA bond projects

$600 – Bond/4% Credit projects

$600 – Others
Within 18 months of issuance of carryover allocation, but no later than the placed in service date

Bond/4% Credit Eligibility Opinion Letter
$2,000
Application Submission

Bond/4% Credit IRS Form 8609 Fee
2% of annual Federal Credit amount
Prior to issuance of IRS Form 8609

Appraisal Fee (HOME Loans only)
Based on  DCA cost
Denoted in Commitment Letter

Probationary  Participation

 Application Fee
$2,500
No later than 3/01/02

Unit Cost Limitation or Per Unit Annual Operating Expense Waiver or Experience Waiver Request Fee
$1,000 per waiver


No later than 3/01/02



Section 15.  Evaluation of Applications*
Completeness Review.  The 2002 DCA funding resources will be made available to projects through a Competitive Scoring process. Applications received by DCA will be reviewed for completeness, as set forth in the Manual, including:

· Organization of the Application;

· Inclusion of all required Application forms; and 

· Submission of all required supporting documents.

Threshold Review. Complete Applications will be reviewed to determine if the project meets the Threshold requirements set forth in Appendix I. Those Applicants whose Applications fail to meet Threshold requirements will be notified in writing (by facsimile) of the specific requirement(s) that the Application did not meet. If an Applicant believes the Threshold requirement(s) was met, the Applicant must respond in writing within 10 calendar days from the date of the DCA notification letter. The response must provide a clear and specific explanation of why the Applicant believes DCA’s initial determination was incorrect. DCA will review the response and if DCA decides that the initial determination was incorrect, the Application will be considered to have met Threshold requirement.

Cure Period.  If an Application contains Threshold deficiencies which, in the determination of DCA, are either administrative in nature or are caused by a missing or incomplete document or the need for clarification of information submitted in the Application, DCA may request correction or clarification of such deficiencies.  Such request is referred to as the “cure request”.  DCA will provide this request in the form of a facsimile to the Applicant. 

Applicants receiving a cure request may supply missing or incomplete information and may clarify any inconsistencies related to the specific items identified by DCA in the cure request.  The cure period will begin on the date of the cure request and shall end at 4:00 p.m. Eastern Time, on the date specified in the cure request, which date shall be five (5) business days from the date that the cure request is faxed to the Applicant.  The cure request shall specify the means and methods by which missing items may be supplied, incomplete items completed and inconsistencies clarified.  Applicants may not submit additional items for the purpose of increasing their score. 

Application Selection. Complete Applications that meet the Threshold requirements described in Appendix I will be allowed into the Competitive Scoring process as set forth in Appendix II. Scored Applications will be ranked in descending order by total point score. Generally, the highest scoring Applications with favorable market studies will be allocated resources without regard to resource type requested, geographical location, or other factor deemed relevant to the state’s affordable housing mission, except as noted below and elsewhere in the plan: 

· DCA reserves the right to allocate resources to lower ranked proposals to achieve a better mix of resource usage or a better geographical distribution of resources

· If available Credits will be depleted by funding Credit-only Applications, then, DCA may elect to fund lower scoring Applications that are requesting a combination of Credits and a HOME Loan.

· If sufficient HOME funds are not available to fund the next ranked Credit/HOME Application or HOME-only Application, DCA may elect to fund a lower scoring Credit and HOME or HOME only project for which the remaining funds are sufficient;

· If a geographic area of the state will receive an inequitable share of the available resources as determined by the Competitive Scoring process, DCA may choose to fund other proposals even though they have a lower relative ranking.

· Applications meeting the Plan's minimum scoring requirements, which do not score high enough to receive an award, will be placed on a waiting list. If additional funding becomes available the next highest-scoring Application on the list will be eligible, subject to DCA's discretion. 

DCA’s Administrative Discretion. DCA reserves the right to allocate resources to lower ranked proposals to achieve a better mix of resource usage or a better geographical distribution of resources as described above, or for any other reason judged by DCA to be meritorious. Such actions will be made at DCA’s sole and absolute discretion. Any decision DCA makes, and any action or inaction by DCA in administering, managing, and operating the system, shall be final and conclusive and shall not be subject to any review, whether judicial, administrative or otherwise, and shall not be covered by, subject to, or required to comply with or satisfy any provisions of Chapter 13 of Title 50 of the Official Code of Georgia Annotated, the “Georgia Administrative Procedure Act.” 

Special Allocation Considerations.  In its sole and absolute discretion, and where warranted by extenuating circumstances, DCA reserves the right to allocate Credits, up to the first day of the allocation round, based on the prior year’s allocation plan with all applicable terms and conditions to projects that received an allocation in the prior year.

Notification.  DCA will provide the results of the Competitive Scoring process to all Applicants as soon as possible after the process has been completed. A separate letter will notify those Applicants whose projects are selected for awards. Also, if a DCA HOME Loan is proposed, DCA will issue to the Applicant/borrower a preliminary loan commitment letter. This commitment letter, while not fully guarantying that the HOME Loan will be forthcoming, will set forth all conditions that, if met, will result in a HOME Loan.  

Section 16.  Georgia Open Records Act

All Applications are subject to disclosure under the Georgia Open Records Act (GORA). Applicants must agree in the Application to hold harmless DCA and GHFA for any and all losses associated with disclosures in accordance with GORA. 

Requests to examine records or request copies of DCA documentation should be made in writing to ensure accuracy and proper processing. DCA will provide a timely acknowledgement of the request, and will estimate the costs, if any, for the services requested.  A party may also elect to review the documents at the DCA offices. Under these circumstances, the party should forward to DCA a request to review specific documents and coordinate with DCA a time that is mutually agreeable. GORA allows the agency to charge a fee to cover the cost of a document custodian to access and review the requested records, to monitor the review process, and for the cost of copying requested documents.   

Section 17.  Monitoring and Compliance

The Applicant’s compliance responsibilities begin with the award of the HOME Loan and/or Credits and will continue through the end of the Compliance Period or the Period of Affordability.

DCA is required to monitor projects for compliance with the requirements of the Code, the HOME regulations, the representations set forth in the Application, the requirements stated in the Plan, and the requirements set forth in the DCA’s various program manuals and training materials.

DCA will hold the Applicant/owner responsible for all representations made in the approved Application.  The Applicant/owner also is responsible for ensuring that the property abides by the rules, regulations, and restrictions specified in the Plan, the Land Use Restriction Agreement or Covenant, the Georgia HOME Rental Housing Loan and CHDO Loan programs and Credit Compliance Manuals, the HOME regulations, and the Code. Although DCA is responsible for monitoring the owners’ compliance with these rules, regulations, and restrictions, this responsibility does not make DCA liable for owners’ noncompliance.

Properties with Multiple Sources of DCA Funding.  Projects receiving more than one source of DCA funding (e.g., HOME Loans and Credits) are required to comply with the monitoring provisions of each of the individual funding sources and with the Land Use Restriction Agreements/Covenants. In the event of inconsistencies between the funding program requirements, agreements, or covenants, the most restrictive requirements will always govern.

Compliance Standards

a. Assessment of Noncompliance.  Principals of projects awarded Credits in previous award cycles must remain materially in compliance with Credits and the HOME Program requirements (if applicable) to remain eligible to compete for future Credits or HOME Loans. Material noncompliance status exists when a party exhibits a continual pattern of noncompliance, or when a party demonstrates an inability or an unwillingness to resolve noncompliance matters in a timely manner. DCA will have sole and absolute discretion in determining those parties ineligible to participate in the DCA financing resources due to noncompliance status.

b. Compliance Cure Period Standards.  DCA will notify the owner in writing of any possible findings of noncompliance. Each item of noncompliance will have an assigned cure period. The cure periods will typically range from thirty to ninety days. 

Section 18. Performance  Scoring* 

Overview of Performance Scoring.  Effective January 2, 2002, the performance scoring criteria will address compliance and administrative deficiencies not related to specific property audits.  No points can be earned for performance scoring issues, but points can be lost.  Points in this area will be assessed in absolute terms with no compliance factors or other formula considerations. In the 2002 Application cycle, performance points accumulated by a Project Participant will be accumulated as an educational and advisory exercise only.  The  final score in the competitive funding cycle will not be affected by any performance point assessments.  In future rounds, DCA will determine the final project score by deducting any performance points acquired by a Project Participant during the prior year (Application Submission Deadline to Application due date) from the preliminary project score. A notice of noncompliance for failure to meet certain compliance or administrative requirements will be sent by DCA to the property owner of record.  Notices will include an explanation of the nature of the deficiency and will specify a date by which the deficiency must be corrected.  If the stated deficiency is corrected by the said date no performance points will be deducted. If the stated deficiency is not corrected by said date, one quarter (1/4) of a point will be assessed.  A final notice of non-performance will be sent to the owner of record for each assessed uncured deficiency.

Compliance or administrative deficiencies that will be considered for performance scoring purposes may result from failure to comply with state or federal rules and regulations, or with the requirements specified in a binding DCA loan or Credit documents, including but not limited to, project Applications, Land Use Restriction Agreements/Covenants, and Loan agreements. Examples of performance compliance scoring issues include, but are not limited to:

· Any compliance issue that would normally be addressed in a scheduled compliance audit that comes to DCA’s attention and is addressed outside the scope of a regularly scheduled audit.

· Unused Credits resulting from failure to meet the 10% carry over requirement or not placing a project in service with in 24 months of the carryover.

· Failure to notify DCA of disposition/sale of property.

· Failure to meet project reporting requirements (e.g., annual owner’s certification and report, project completion reports submitted within 120 days of the final draw, etc.).

· Failure to maintain required reserve levels, or failure to provide, on a timely basis, required proof of insurance on HOME Loan properties.

· Failure to provide necessary underwriting documentation in a timely manner.

· Failure to close HOME Loan within 60 day of DCA underwriting approval.

· Failure to convert HOME Loan from constructions to permanent status on or before conversion date.

DCA recognizes that extenuating circumstances may occur that could result in unavoidable timing difficulties.  We will carefully consider the circumstances on a case by case basis when determining whether point deductions are appropriate.  However, the final determination will be at DCA’s sole and absolute discretion.  

Section 19.  Modification of the Plan
Without limiting the generality of DCA’s power and authority to administer, operate, and manage the allocation of Credits and HOME Loans according to federal law, federal procedures, and the Plan, DCA shall make such determinations and decisions, publish administrative rules, require the use of such forms, establish such procedures, and otherwise administer, operate, and manage allocations of Credits and HOME Loans and funds in such respects as may be, in DCA’s determination, necessary, desirable, or incident to its responsibilities as the administrator, operator, and manager of allocations of Credits and HOME Loans.  

The Governor recognizes and acknowledges that DCA will encounter situations which have not been foreseen or provided for in the Plan and expressly delegates to DCA the power to amend the Plan, after the public has had the opportunity to comment through the public hearing process, and to administer, operate, and manage allocations of Credits and HOME Loans in all situations and circumstances, both foreseen and unforeseen, including, without limiting the generality of the foregoing, the power and authority to control and establish procedures for controlling any misuse or abuses of the Credits  or HOME Loan allocation system and the power and authority to resolve conflicts, inconsistencies, or ambiguities, if any, in the Plan or which may arise in administering, operating, or managing Credits or HOME Loan allocations pursuant to the Plan. The Governor further expressly delegates to DCA the authority to amend the Plan to ensure compliance with federal law and regulations as such federal law may be amended and as federal regulations are promulgated governing Credits and the HOME Loan Program.
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