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INTRODUCTION

BACKGROUND

Under the federal Tax Reform Act of 1986, the U.S. Department of Treasury established the
Low-income Housing Tax Credit Program as an incentive for investment in the construction and
rehabilitation of low-income housing. The Internal Revenue Service (“IRS”), as part of the
Department of Treasury, became the administrator of the tax credit program described in Section
42 of the Internal Revenue Code (“IRC”, “Code”) (see Exhibit D8). The New Jersey Housing
and Mortgage Finance Agency (the “Agency”) was designated as the housing credit agency for
the State of New Jersey responsible for allocating the Low-income Housing Tax Credit.

The Omnibus Budget Reconciliation Act of 1990 amended the Internal Revenue Code to require
that the designated housing credit agency establish a procedure for monitoring housing
developments for compliance with the federal tax credit program regulations effective January 1,
1992. Following that amendment, the Internal Revenue Service adopted final regulations which
describe the minimum procedure that the designated housing credit agency must follow for
monitoring compliance of buildings developed with the low-income housing credit (see Exhibit
D1). These final regulations became effective June 30, 1993.

PURPOSE FOR THIS MANUAL

This manual, designed by the New Jersey Housing and Mortgage Finance Agency (“the
Agency”), is a guide to understanding compliance monitoring under Section 42 of the Internal
Revenue Code, which governs the use of the Low-income Housing Tax Credit. It was developed,
pursuant to Section 42 of the IRC and the IRS Procedure for Monitoring Compliance, for project
owners, management companies, on-site management personnel and anyone involved with
Agency procedures for monitoring compliance of tax credit properties. It is intended to be used
as a supplement, and not a replacement, to the Internal Revenue Code, revenue procedures,
revenue rulings, letter rulings, notices, announcements, any applicable Treasury regulations and
any applicable federal law.

The Internal Revenue Service requires that the New Jersey Housing and Mortgage Finance
Agency as the housing credit agency for the State of New Jersey monitor all projects that were
developed as a result of an allocation of tax credits.

The Internal Revenue Service has made it clear that compliance with the requirements of the
Code is the sole responsibility of the owner of any building for which the credit has been
allocated. The Agency’s responsibility to monitor for compliance will not cause the Agency to
be liable for an owner's noncompliance. Therefore, an owner should not rely solely on the
Agency to determine if the project records are in compliance. In addition, the owner should not
rely solely on any outside service, organization or agency in their dealings with the owner's tax
credit buildings. Any error that is made will be the responsibility of the owner.

Use of this manual does not ensure compliance with the Internal Revenue Code, Treasury
regulations, or any other laws or regulations governing Low-Income Housing Tax Credits. In
addition, it does not guarantee the financial viability of any project. As a result, the Agency
recommends that all tax credit recipients consult their tax accountant, attorney or advisor as to
the specific requirements of the tax credit program and Section 42 of the Code.



CHAPTER 1

COMPLIANCE PROCEDURES

The Agency is required by the Internal Revenue Service to monitor each development throughout
the project’s compliance period. This section of the manual outlines the Agency’s compliance
procedures that should be followed by the owners of projects that were developed as a result of an
allocation of tax credits. These procedures are consistent with the Internal Revenue Service
Procedure for Monitoring Compliance. Compliance with the Internal Revenue Code and these
procedures is necessary to assure the continued use of the low-income housing tax credit.

Agency Responsibilities

The Agency allocates tax credits through a competitive application process in accordance with the
State's qualified allocation plan. An allocation plan is qualified if it contains a procedure that the
Agency will follow in monitoring compliance with the provisions of the Code. Once an allocation
is awarded, the owner will receive from the Agency the Form 8609 (see Exhibit E1) with Part |
completed by the Agency. The Agency will then do the following to monitor a project for
compliance:

1. Provide the building owner with the Internal Revenue Service Procedure for Monitoring
Compliance and the Agency’s Monitoring Procedures Manual (This document).

2. Annually request and review the submission of the Owners Certificate of Continuing
Program Compliance (see Exhibits Bla, B2a, B2b), the Annual Project Certification
with Social Services Models (see Exhibit B3a), Annual Project Certification for Projects
in the Supportive Housing Cycle or with Set-Aside Special Needs Units (see Exhibit
B3b) and Annual Tenant information submitted via the Mitas Web Access System for
the preceding twelve (12) month period.

3. For a minimum of thirty-three (33) percent of the projects, annually perform physical
inspections of developments and reviews of tenant files and project files (see
Owner/Agent Recordkeeping Exhibit D7). The Agency will select which projects will
undergo Agency review and will give owners reasonable notice that their project has
been chosen as well as identify which documents will need to be submitted. Reviews
may occur more frequently than on a twelve (12) month basis, provided that all months
within each twelve (12) month period are subject to certification. The property may be
re-inspected after the thirty (30) day cure period to ensure that all deficiencies have been
abated.

4. The Agency may also review the records of occupancy for the first twelve (12) months
in order to ensure that the minimum set-aside was met within the appropriate time
period. (In order to claim any tax credits, owners must meet their minimum set-aside by
the end of the first year in which the project is placed in service or by December 31st of
the following year depending on which year is the first year of the credit period.
Owners are encouraged to speak with their legal counsel regarding this issue.)



Notify the owner and/or agent of any noncompliance or failure to certify, as required by
the IRS.

Report to the Internal Revenue Service all noncompliance via Form 8823
(see Exhibit E2) within 45 days of the end of the owner’s correction period regardless of
whether or not the noncompliance was corrected.

Retain compliance records as per the IRS Procedure for Monitoring Compliance.

Provide owners and/or agents with applicable rules and regulations and notice of
program changes throughout the compliance period. However, it is the owner's ultimate
responsibility to ensure that the project complies with all program requirements
regardless of whether the Agency sent a notice regarding changes.

When scheduling permits, provide owners/agents with at least one compliance training
per year.

Owner/Managing Agent Responsibilities

Each building owner has chosen to utilize the Low-Income Housing Tax Credit Program and take
advantage of the tax benefits provided. In exchange for these tax benefits, certain requirements
must be met throughout the compliance period that will ensure the continuance of the tax credit.

Although an owner may have a managing agent acting on his or her behalf, the owner is ultimately
responsible for ensuring compliance with all applicable low-income housing tax credit regulations
and rules. In selecting a managing agent, the owner should ensure that the agent and all on-site
personnel are knowledgeable of the provisions and requirements of the tax credit program and
have adequate experience in managing a tax credit project.

The owner/agent must:

1.

Provide and maintain an elevator contract during the entire compliance period which
includes the extended use period.

Pay an annual or one-time compliance monitoring fee to cover the cost of the Agency’s
review, for projects that received an allocation of tax credits prior to 2001.

Pay an allocation/issuance fee to cover the cost of the Agency's review, for projects that
received an allocation post 2000.

Submit to the Agency a copy of IRS Form 8609 (see Exhibit E1) with Part Il completed,
once filed with the Internal Revenue Service for the first year of the credit period.

Income qualify each tenant household by collecting income documentation and have
Tenant(s) sign a move-in certification (see Chapter 4, Certifying Annual Income and
Exhibit C1). Annually, recertify each tenant by collecting current income documentation
and have him or her sign a recertification.



All Tax Credit files should contain the following documents:
« Rental Application *(not required for existing tenants at acquisition of the property)
e Divorce Decree to verify marital status, income and assets
e Initial Lease Agreement with a minimum term of six (6) months
e Tenant Income Certification or Self Certification (if applicable)- required annually
e  Child/ Alimony/Spousal Support Certification *(not required for Self Certs)
e Child Support Order and/or Proof of Enforcement *(not required for Self Certs)
e  Assets Disposed of for Less than Fair Market Value Certification *(not required for Self Certs)
e  Student Status Verification — required annually *(not required in the Extended Use Period)
e Window Guard, Smoke Detector, Carbon Monoxide Detector acknowledgement(s) — annually

* NOTE: The Tax Credit file should be a separate file from the HUD file and not contain any
EIV (Enterprise Income Verification) system data.

5. For residents residing in 100% tax credit properties, a move-in certification shall be
required at move-in, followed by a recertification on the 1-year anniversary of move-in.
Self-certification shall be required in subsequent years, provided the property continues
to operate 100% affordable/tax credit. The resident shall still be required to complete
the Tenant Income Certification and other forms on an annual basis. However, third
party verification of income and assets shall no longer be required.

6. Meet minimum set-aside within the required time frame. If a project fails to meet the
minimum set-aside by the end of the first credit year, the owner may be subject to full
recapture of the tax credits.

7. For projects that were allocated credits based on the agreement to provide social services
to residents, an Annual Project Certification for Projects with Social Service Models
(see Exhibit B3a), along with appropriate documentation must be submitted to the
Agency on an annual basis.

8. For projects that were allocated credits based on the agreement to serve a special needs
population, an Annual Project Certification for Projects in the Supportive Housing Cycle
or with Set-Aside Special Needs Units (see Exhibit B3b), along with appropriate
documentation and a completed Special Needs Population Certification Form (see
Exhibit B3c) must be submitted to the Agency on an annual basis.

9. For projects that were allocated credits based on the agreement to serve the frail elderly,
a Frail Elderly Certification Form (see Exhibit B3d) must be submitted to the Agency
on an annual basis.

10. Annually submit the Owners Certificate of Continuing Program Compliance
(see Exhibits Bla, B2a, B2b) to the Agency which requests that you certify, under
penalty of perjury, that for the preceding twelve (12) month period all requirements of
the Low-Income Housing Tax Credit Program have been met.



11.

12.

13.

14.

15.

16.

*NOTE:

17

18.

19.

Annually, submit to the Agency, Tenant information via Mitas Web Access System,
which asks for certain tenant income, asset and rent information for the preceding twelve
(12) month period.

Make available to Agency personnel, upon request, annual tenant income
certifications/recertifications, supporting income documentation, rent rolls, social
service agreements/contracts and other information that the Agency deems necessary to
monitor compliance and facilitate the Agency's compliance review (see Exhibit D7).

Upon request, accompany Agency personnel on a physical inspection of the housing
development.

Ensure that the housing development is properly administered at all times and is suitable
for occupancy, taking into account state (“Chapter 10, Maintenance of Hotels and
Multiple Dwellings Regulations, N.J. Department of Community Affairs"), local health,
safety and building codes.

Retain and maintain records demonstrating the project’s compliance for each year of the
compliance period

Keep the Agency informed of any changes affecting the development, such as project
ownership and/or management during the compliance period, change in address of
owner or management, etc.

Owners of buildings/projects that have received tax credits are required to inform the
NJHMFA of the sale of any building(s) which takes place during the compliance period,
within thirty days of the ownership change. The owner should specify the following
information:

e Project Address

e Original Owner

e New Owner

e New Owner Tax Identification Number

e If project was not sold in its entirety, please explain
e Date of transfer

. Notify the Agency immediately if the development is not in compliance with the tax

credit program requirements.

Take action to correct any incidents of noncompliance within the required time frame.
The Agency must report to the IRS any violation of the requirements of the Low
Income Housing Tax Credit Program. Failure to correct within the time specified by
the Agency may result in the loss of tax credits.

Submit on an annual basis by May 1% a copy of the project's audited financial
statement for the prior fiscal year.



Certification by the Owner (see Owners Certificate of Continuing Program Compliance, Exhibits
Bla, B2a, B2b)

The owner/agent of a low-income housing project must certify, under penalty of perjury,
annually to the Agency for each year of the compliance period that for the preceding twelve (12)
month period:

1.

The project met the requirements of the elected Federal Minimum Set-Aside:

20-50 test under Section 42(g)(1)(A)

20% or more of the residential units are both rent restricted and occupied by
individuals whose income is 50% or less of the area median gross income as adjusted
for family size;

40-60 test under Section 42(g)(1)(B)

40% or more of the residential units are both rent restricted and occupied by tenants
whose income is 60% or less of the area median gross income as adjusted for family
size;

Average Income (also referred to Income Averaging) under the Consolidated
Appropriations Act of 2018

40% or more of the residential units are both rent restricted and occupied by
individuals whose income designations average 60% or less of the area median gross
income as adjusted for family size;

15-40 test under Sections 42(q)(4) and 42(d)(4)(B) for “deep rent skewed” projects

There was no change in the applicable fraction of any building in the project (Section
42(c)(1)(B), or that there was a change and a description of the change. Any change in
the applicable fraction that results in a decrease in the qualified basis of the project is
considered to be noncompliance that must be reported to the IRS.

The Owner received an annual income certification on each low-income tenant, and
documentation to support that certification; or in the case of a tenant receiving Section 8
Housing Assistance Payments, a statement from a public housing authority that the
tenant's income does not exceed the applicable limits under federal regulations. For
residents residing in 100% tax credit properties, a move-in certification shall be required
at move-in, followed by a recertification on the 1-year anniversary of move-in. Self-
certification shall be required in subsequent years, provided the property continues to
operate 100% affordable/tax credit. The resident shall still be required to complete the
Tenant Income Certification and other forms on an annual basis. However, third party
verification of income and assets shall no longer be required.

Each low-income unit in the project was rent restricted under Section 42(g)(2).

All units in the project were for use by the general public and used on a non-transient
basis (except for transitional housing for the homeless provided under Section

42(1)(3)(B)(iit)).



10.

11.

12.

13.

14.

Each building in the project was suitable for occupancy, taking into account state, local
health, safety and building codes.

. There was no change in the eligible basis of any building in the project, or if there was a

change, the nature of the change (as defined in Section 42(d), e.g., a common area has
become commercial space, or a fee is now charged for a tenant facility formerly
provided without charge). As stated earlier, any change in the eligible basis that results
in a decrease in the qualified basis of the project is considered to be noncompliance and
must be reported to the IRS.

. All tenant facilities included in the eligible basis under Section 42(d) of any building in

the project such as swimming pools, other recreational facilities, and parking areas, were
provided on a comparable basis without charge to all tenants in the building.

If a low-income unit in the project became vacant during the year that reasonable
attempts were or are being made to rent that unit or the next available unit of comparable
or smaller size to tenants having a qualifying income before any units in the project were
or will be rented to tenants not having a qualifying income.

If the income of tenants of a low-income unit who previously were verified to be income
eligible increases to above 140 percent of the applicable limited allowed in Section
42(g)(2)(D)(ii), that unit may continue to be counted as a low-income unit as long as the
next available unit of comparable or smaller size in the project was or will be rented to
tenants having a qualifying income.

That an extended low-income housing commitment as described in Section 42(h)(6) of
the Code was in effect for buildings subject to Section 7108-(c)(l) of the Revenue
Reconciliation Act of 1989, including the requirement under Section 42(h)(6)(B)(iv) that
an owner cannot refuse to lease a unit in the project to an applicant because the applicant
holds a voucher or certificate of eligibility under Section 8 of the United States Housing
Act of 1937, 42 U.S.C. 1437s. In addition, that owner has not refused to lease a unit to an
applicant based solely on their status as a holder of a Section 8 voucher and the project
otherwise meets the provision, including any special provisions, as outline in the extended
low-income housing commitment;

That no finding of discrimination under the Fair Housing Act, 42 U.S.C. 3601-3619, has
occurred for the project. A finding of discrimination includes an adverse final decision by
the Secretary of Housing and Urban Development, 24 CFR 180.680, an adverse final
decision by a substantially equivalent state or local fair housing agency, 42 U.S.C.
3616a(a)(1), or an adverse judgment from a federal court;

That if the owner received its credit allocation from the Nonprofit set-aside (Section
42(h)(5) of the Code), that the non-profit entity materially participated in the operation of
the development within the meaning of Section 469(h) of the Code; and

That there has been no change in the ownership or management of the project, or that
there was a change and a description of the change.



15.

16.

17.

18.

The owner has notified each applicant and tenant, via Form HUD - 5380, of their rights
under the Violence Against Women Act, Pub. L. No. 103-322, tit I\, 108 Stat. 1902
(1994), VAWA 2005, Pub. L. No. 109-162, 4402, 119 Stat. 2960, 3041-49 (2006),
VAWA 2013, Pub. L. 113-4, 601, 127, Stat. 54 (2013) and if applicable VAWA 2013:
Implementation in HUD Housing programs, 81 Fed. Reg 80, 724 (Nov. 16, 2016) “HUD
VAWA Final Rule” and distributed Form HUD-5382, VAWA self-certification form
(See Exhibit F1).

The owner has not increased the rent charged to each existing tenant (excluding rental
assistance) by more than 5.00 percent annually, including due to changes in utility
allowance calculations.

The on-site Property Management office had office hours of at least 20 hours every week.

The owner has registered and posted the property on our Housing Resource Center
(https://www.nj.gov/njhrc/) and actively updated property information.

Owner/Agent Recordkeeping

Owners/agents are required to keep records for each qualified low-income building in the project
which will show for each year of the compliance period the following information:

1.) The total number of residential rental units in the building, including the number of
bedrooms and the square footage of each residential rental unit.

2.) The percentage of residential rental units in the building that are low-income.

3.) The rent charged on each residential rental unit in the building, including any utility
allowances.

4.) The number of occupants in each low-income unit, but only if rent is determined by the
number of occupants in each unit under Section 42(g)(2) (as in effect before the
Revenue Reconciliation Act of 1989).

*NOTE: Prior to the passage of the Revenue Reconciliation Act of 1989, maximum allowable

rent for a low-income unit was determined by the actual size of the family
occupying the unit. Section 42(g)(2) states that a unit is rent restricted if the gross
rent does not exceed 30 percent of the income limitation applicable to such unit.
Therefore, the maximum allowable gross rent varied based on the number of
individuals occupying the unit. Those projects receiving an allocation of tax credits
prior to 1990 could make an election to continue using family size in determining
maximum allowable rent, or could elect the apartment size (number of bedrooms)
method. This election had to be made by February 7, 1994 and only affects any
households first occupying any of the units after the date of this election. Managing
agents should check with the owner or the Agency to determine whether an election
was made so that rents could be calculated correctly. (see Exhibit D5)



5.) The low-income unit vacancies in the building and information that shows when and to
whom the next available units were rented.

6.) The annual income certification of each low-income tenant per unit. For residents
residing in 100% tax credit properties, a move-in certification shall be required at
move-in, followed by a full recertification on the 1st year anniversary date of move-in.
Self-certification shall be required in subsequent years, provided the property continues
to operate as 100% affordable/tax credit. The resident will still be required to complete
the Tenant Income Certification and other forms on an annual basis. However, third
party verification of income and assets shall no longer be required.

7.) Documentation to support each low-income tenant's income certification (i.e., a copy of
the tenant's federal income tax return, W-2 form or income verification from third
parties such as employers or state agencies paying unemployment compensation).
Tenant income is calculated in a manner consistent with the determination of annual
income under Section 8 of the United States Housing Act of 1937, not in accordance
with the determination of gross income for federal income tax liability
(see Exhibit D9).

In the case of a tenant receiving housing assistance payments under Section 8, the
documentation requirement is satisfied if the public housing authority provides a
statement to the building owner declaring that the tenant's income does not exceed the
applicable income limit under Section 42(g). (see Exhibit C9)

8.) The eligible basis and qualified basis of the building at the end of the first year of the
credit period.

9.) The character and use of the non-residential portion of the building included in the
building's eligible basis under section 42(d) (i.e., tenant facilities that are available on a
comparable basis to all tenants and for which no separate fee is charged for use of the
facilities, or facilities reasonably required by the project).

Owner/Agent Record Retention

I.) Owners/agents are required to retain the records described above for at least six (6) years
after the due date (with extensions) for filing the federal income tax return for that year.

2.) The records for the first year of the credit period, however, must be retained for the
entire compliance period plus six (6) years beyond the due date (with extensions) for
filing the federal income tax return for the last year of the compliance period of the
building (21 years total).

Therefore, records for the first year of the compliance period must be retained for twenty-one (21)
years. Records for each year thereafter must be retained for six (6) years after filing the federal
income tax return for that particular year.

Purging Tenant Files

When purging tenant files, the Initial Lease Agreement and Move-in Certification should be moved
to the current file. Tenant files should be maintained in a neat and orderly fashion.




Record Retention by the Agency

The Agency must retain records of noncompliance or failure to certify for a minimum of six (6)
years beyond the Agency's filing of the IRS Form 8823 (see Exhibit E2). In all other cases, the
Agency must retain the certification and records submitted by the owner for three (3) years from the
end of calendar year in which they were received by the Agency.

Notification of Noncompliance

Upon determination by the Agency of noncompliance with Section 42 of the Internal Revenue Code
or other relevant rules and regulations (e.g., the Agency does not receive the annual certification,
fee and supporting documentation described above or does not receive or is not permitted to inspect
the tenant records when requested or discovers by inspection or in some other manner that the
project is not in compliance), the Agency will give prompt written notice to the owner/agent of the
violation. The owner/agent will then be given up to thirty (30) days from the date of the notice to
correct the violation(s). The Agency may extend the correction period for an additional six months
if the Agency determines there is reasonable basis to grant such an extension. Ultimately, the owner
(not the managing agent) will be held liable for instances of non-compliance and the correction of
such deficiencies.

Within forty-five (45) days of the end of the correction period, the Agency will notify the IRS via
Form 8823 (see Exhibit E2) of the noncompliance and report whether the owner has or has not
corrected the violation.

Agency Notice

The following schedule outlines the amount of time the Agency will give under certain
circumstances. Please be aware that the Agency reserves the right to give less notice or no notice
under circumstances where the Agency deems necessary, such as when the health and safety of the
tenants residing in the building may be jeopardized.

Circumstances Notice

*A project is chosen as part of the Agency's one- The Agency will give a maximum of fifteen (15)
third requirement and will undergo a file days notice
review and a physical inspection

*The Agency notifies an owner/agent that the The Agency will notify an owner, in writing, of
project is in compliance or out of compliance.  any compliance or noncompliance within forty-
five (45) days of the determination

*The Agency gives an owner/agent time to The Agency will give a minimum of thirty (30)
correct any noncompliance days to correct any noncompliance.

10



Due Dates

* Project Status Form, (see Exhibit F2)

*New Property Check List with supporting
documents (see Exhibit B1)

*Annual Property Check List with supporting
documents (see Exhibit B2)

*Submission of tenant information via MITAS
Web Access System

*Annual Checklist for Social Service Models
and/or Special Needs with supporting
documents (see Exhibit B3)

*Payment of the Monitoring Fee, (See page 78,
Reporting requirements and Monitoring Fees)

*Submission of the Form 8609 with Part |1
completed by the owner (see Exhibit E1)

*Provide evidence to the Agency that a special
needs population is being served and/or all
social services are in place (see Exhibit B3c)

*Submission of audited financial statement for
the prior fiscal year, including the LITC#,
name of project, detailed income and
expense schedule and vacancy rate
calculation

Within (120) days of closing date

Within (120) days of placed in service date

January 31st of each calendar year

January 31% of each calendar year

January 31st of each calendar year

January 31st of each calendar year
(beginning in the 15t year of the extended use
period)

Thirty (30) days from the date of the owner's
first filing of the form with the IRS

Prior to the issuance of Form 8609 and when
audited

May 1st of each calendar year during the Initial
Compliance Period (first 15 years) only

* Click here to access compliance forms: https://nj.gov/dca/hmfa/developers/lihtc/compliance/

11
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CHAPTER 2

TAX CREDIT COMPLIANCE BASICS

This section of the manual defines and describes common terms of the tax credit program,
particularly those associated with compliance. For terms not identified in this section, please
consult Section 42 of the Internal Revenue Code (see Exhibit D8).

Applicable Fraction

The "applicable fraction” is the lesser of the following: the actual percentage of low-income
units in the development or the actual percentage of residential square feet occupied by low-
income tenants which the owner has reserved for low-income tenants. Depending on the set-
aside option elected, the applicable fraction will be either a minimum of 20 or 40 percent. The
owner may choose to impose a more stringent set-aside requirement for the project. If this is the
case, the applicable fraction (which would be higher than 20 or 40 percent and may be 100
percent) must be met throughout the compliance period. For example, if a project has chosen the
20-50 minimum set-aside and a 100 percent applicable fraction, then 100 percent of the project
must be rent-restricted and occupied by tenants earning 50 percent or less of the area gross
median income.

The applicable fraction is memorialized within the Deed of Easement and Restrictive Covenant.
If the managing agent is unsure of the applicable fraction, which must be met throughout the
compliance period, the agent should contact the owner. This is important because the managing
agent must ensure that the proper number of apartments are rented and re-rented to low-income
tenants. In many cases, the applicable fraction is 100 percent and all units must be rented and re-
rented to low-income tenants.

*SPECIAL NOTE FOR MANAGER UNITS:
For buildings placed in service after September 9, 1992, a unit occupied by a full-time
resident manager may be included in the eligible basis of the building. However, the unit
is excluded from both the numerator and denominator of the applicable fraction. For
instance, if a building contains 100 units with 99 occupied by low-income tenants and 1
occupied by a resident manager, the applicable fraction would be 99/99 or 100 percent
(not 99/100 or 99 percent). See IRS Ruling 92-61 (Exhibit D2) for details.

Buildings Having 4 or Fewer Units

Generally, in the case of any buildings having four (4) or fewer residential rental units, no unit in
such building shall be treated as a low-income unit if the units in such buildings are owned by
any individual who occupies a residential unit in such building or any person who is related to
such individual.

However, owner-occupied buildings acquired or rehabilitated pursuant to a development plan
sponsored by a nonprofit organization or by a state or local government may be eligible. The
ratio of all low-income units in the building cannot exceed eighty (80) percent. In the case of
such building, any unit, which is not rented for ninety (90) days or more, shall be treated as

occupied by the owner of the building as of the first day it is not rented. (Section 42(i)(3)(E))
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Acquisition/Rehab
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PIS DATES

Acquisition — usually the date the building was acquired by the purchaser.

Rehab — any time after the minimum rehab threshold is met - 20% of the adjusted basis or
$6,000 (plus the inflation rate) per unit. The owner can elect any PIS date and Tax Credit
percentage after the minimum rehab threshold is met. Typically, owners will choose the
month with the highest Tax Credit percentage to generate the most credits.

The first year of credit for both acquisition and rehab must begin in the same year.

QUALIFYING EXISTING HOUSEHOLDS - 120 DAY WINDOW

The certification is completed within 120 days after the acquisition using the income limits in
effect on the day of the acquisition. The effective date of the initial certification will be the
date of the acquisition. If the owner has access to the tenant files before the acquisition, they
can certify the tenants within 120 days before the acquisition date using the income limits in
effect at the time of the certification.

If the tenants are certified at acquisition, they do not need to be certified at the rehab placed-
in-service date.

QUALIFYING NEW MOVE-INS

New move-ins certified after the 120-day window are treated the same as any other new
move-in. The effective date of the TIC will be the date they take possession of the unit.

AVAILABLE UNIT RULE TEST

120 days prior to the first year of credit the owner should perform the Available Unit Rule
test. The tenant completes a self- affidavit confirming that the information on the initial TIC
is still correct and the TIC is kept in the tenant’s file. If the income increased over 140% the
Available Unit Rule is invoked. The unit remains eligible as long as the rent is restricted.

SAFE HARBOR

Units will continue to be treated as low-income units as long as the households were income
qualified at the time of acquisition and remain rent restricted.

RESYDICATION/PROJECTS RECEIVING ADDITIONAL ALLOCATIONS

Any existing household that was initially qualified under the previous allocation will be
qualified (grandfathered) for the new allocation. If the household is over 140% the Available
Unit Rule will be invoked.

Vacant units that were qualified under the old allocation will still be considered a qualified
unit under the new allocation as long as the units are ready for occupancy.



RENT

Rent is not given a 120-day grace period nor is it grandfathered in. Rent is to be calculated
using the income limits in effect at the time the tenants are certified.

APPLICABLE FRACTION

The applicable fraction for the acquisition credit will be the same as the applicable fraction
for the rehab credit.

* NOTE: The original move in date (prior to acquisition) is not applicable for the tax credit
allocation (see Exhibit F3 Acquisition/Rehab Acknowledgment).

Building Identification Number (BIN)

This number is assigned to each building in a project that received an allocation of tax credits.
An owner/agent can check Part | of the Form 8609 to ascertain the BIN the Agency assigned to a
tax credit building (see Exhibit E1).

Compliance Period

For projects that received a tax credit allocation prior to January |, 1990, the compliance period is
fifteen (15) years. Projects receiving a tax credit allocation after January I, 1990 must comply
with the eligibility requirements for a minimum term of fifteen (15) years and an extended-use
period of fifteen (15) years. This thirty (30) year affordability period is stipulated within the
recorded Deed of Easement and Restrictive Covenant.

Projects that received a tax credit allocation from 1994 and later may have compliance periods
and extended-use periods that are longer than fifteen years. This means that the period of
affordability may run beyond thirty (30) years.

The compliance period begins with the first taxable year of the credit period, which is the year
the project places in service or the following year.

Credit Period

The credit period is the period of ten (10) taxable years beginning with the taxable year in which
the building is placed in service or if the owner made the election (on the Form 8609) to begin
the credit period in the following taxable year, the credit period is the period of ten (10) taxable
years beginning with the following taxable year. (It is recommended that an owner seek
professional guidance (from their lawyer and accountant) to determine when the first year of the
credit period should be.)

Deep Rent Skewing

For projects that made this election on the Form 8609 (see Exhibit E1), at least 15 percent of the
units must be both rent restricted and occupied by individuals whose income is 40 percent or less
of the area median gross income. This is in addition to meeting the minimum set-aside.
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Form 8609

This form (see Exhibit E1) is the official IRS form which shows the tax credits that a building
has been allocated by the Agency. Part | of the form is completed by the Agency and filed with
the IRS. The Agency then mails a copy of the form to the owner. The owner completes Part 11 of
the form and files the completed form with the Internal Revenue Service for the first year of the
credit period.

The owner then has thirty (30) days from the filing date to send the Agency’s compliance staff a
copy with Parts I and Il complete. The Form 8609 must be retained with the project files.

Form 8611

This form must be filed by the taxpayer when the IRS as a result of noncompliance must
recapture credits (see Exhibit E3).

Form 8823

This form is the official IRS form that must be filed by the Agency when a building has been
found out of compliance. Itis filed by the Agency no later than forty-five (45) days from the end
of the correction period (see Exhibit E2).

Full-time Students

In general, students are not LIHTC eligible. The regulation states that "in no case is a unit
considered to be occupied by low-income individuals if all of the occupants are full-time
students.”

Defining “Student”

*IRC 8152(f)(2)* defines, in part, a “student” as an individual, who during each of 5 calendar
months during the calendar year in which the taxable year of the taxpayer begins, is a full-time
student at an educational organization described in IRC §170(b)(1)(A)(ii) *or is pursuing a full-
time course of institutional on-farm training under the supervision of an accredited agent of an
educational organization described in IR §170(b)(1)(A)(ii) or of a state or political subdivision of
a state.* Treas. Reg. 81.151-3(b) further provides that the five calendar months need not be
consecutive.

The determination of student status as full or part-time should be based on the criteria used by
the educational institution the student is attending.

An educational organization, as defined by IRC 8§170(b)(1)(A)(ii), is one that normally maintains
a regular faculty and curriculum, and normally has an enrolled body of pupils or students in
attendance at the place where its educational activities are regularly carried on. The term
“educational organization” includes elementary schools, junior and senior high schools, colleges,
universities, and technical, trade and mechanical schools. It does not include on-the-job training
Ccourses.
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Exceptions:

1. Anindividual who is:
I. astudent receiving assistance under Title IV of the Social Security Act,

I1. a student who was previously under the care and placement responsibility of the State
agency responsible for administering a plan under part B or part E of title IV of the
Social Security Act2, * or

I11. a student enrolled in a job training program receiving assistance under the Job Training
Partnership Act or under other similar Federal, State or local laws

2. Entirely by full-time students if such students are:

I. single parents and their children and such parents are not dependents (as defined in
IRC 152, determined without regard to subsections (b)(1), (b)(2), and (d)(1)(B)
thereof) of another individual and such children are not dependents (as so defined) of
another individual other than a parent of such children, * or

I1. married and file a joint return

In the case of a single parent with children, the legislative history explains that none of the
tenants (parent or children) can be a dependent of a third party. See S. Rpt. No.
103-37, 103d Cong., 1st Sess. 74 (1993).

A very important issue is that students are not "grandfathered.” If an existing household
becomes an ineligible full-time student household, the unit will be considered “out of
compliance” with Section 42 of the IRS Code until an eligible household occupies the unit (see
Exhibit D13).

Owners must make sure that the lease addresses the issue of ineligibility of full-time student
households.

Key Lease Provisions

The Agency recommends that owners/managers insert the following list of provisions into their
leases. Although these revisions are not required, they may be helpful to ensure tenant
compliance with tax credit requirements.

1. Initial lease must have a minimum term of six months.

2. Explain that the building has low-income housing tax credits and under that program
all tenants must be income certified to live in the building. In addition, all tenants
must be annually recertified.

3. Include a requirement that states that each tenant must comply with the income
certification rules.

4. Include a provision that allows you to increase rents should the area gross median
income limits increase, subject to thirty (30) day notice.
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5. Explain that any tenant that presents false information or commits some act of fraud
in the certification/recertification process may be evicted.

6. Explain that all heads of household are ultimately responsible for the action of the
other members of their household.

7. Advise tenants to give notice of any change in income.
8. Advise tenants that illegal activities are not permitted in the building.

9. Require that the environment be quiet and peaceful to the tenants residing in the
building and any disturbance would not be tolerated.

10. Explain that any violation of the lease may constitute grounds for eviction.
11. Annually advise tenants, in writing, of the availability of child window guards.

12. Annually advise tenants, in writing, regarding the maintenance and regulations of
smoke detectors and carbon monoxide detectors.

Minimum Set Aside

At the time of application for the tax credit, the owner of the project must choose one of three
minimum set-aside requirements. This election once memorialized within a Deed of Easement
and Restrictive Covenant (which is filed by the Agency with the appropriate municipality or
county) and once elected on the IRS Form 8609 (see Exhibit E1) (which has been filed with the
IRS as well as with the Agency) is irrevocable. If the managing agent is unaware of which set-
aside requirement must be met, he/she should contact the owner.

The set-aside is the minimum number of units that must be rent restricted and reserved for low-
income tenants in order for a building to be considered a qualified low-income building.
Pursuant to the Code, the set-aside options are:

1. 20% or more of the residential units are both rent-restricted and occupied by
individuals whose income is 50% or less of the area median gross income as adjusted
for family size; OR

2. 40% or more of the residential units are both rent-restricted and occupied by
individuals whose income is 60% or less of the area median gross income as adjusted
for family size; OR

3. Average Income set-aside - 40% or more of the residential units are both rent restricted
and occupied by individuals whose income designations average 60% or less of the
area median gross income as adjusted for family size.

e Only 100% Low Income Housing Tax Credit projects are eligible.

e Only projects that will be treated as a multiple building project (all buildings
in the project are treated as one project) as elected on the IRS Form 8609
are eligible.
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e Unit Designation changes will be allowed in certain circumstances (i.e. state,
federal, or local laws or programs that protect tenants and that is identified as a
federally permitted change). This may include The Americans with Disabilities
Act; The Fair Housing Amendments Act; The Violence Against Women Act; The
Rehabilitation Act.

e Maximum selection of four (4) Area Median Income (AMI) designations.

» Not permitted on re-syndication deals.

Developer must notify the Agency at time of Carryover of their set-aside
election.

*NOTE: Each unit’s target affordability will be officially designated at the time of 8609 and
will be fixed for the initial compliance period. The income designation of the units
may not change without express Agency approval, even in the case of the Next
Available Unit rule.

Minimum Set-Aside Deadlines

For projects receiving an allocation between 1987 and 1990, the minimum set-aside must be met
within twelve (12) months of the date the building was placed in service. For projects receiving
credits in 1991 and later, the minimum set-aside must be met by December 31 of the year the
project placed in service, if credits are to be claimed for that year. If the start of the credit period
is deferred until the following year, the minimum set-aside must be met by December 31 of the
following year.

Once the minimum set-aside is met, it must be maintained for the entire compliance period. In
addition to meeting the minimum set-aside, you may also be required by your syndicates/investor
to achieve a certain percentage of occupancy within a certain time fame. The Agency
recommends that you consult your accountant and syndicates/investor with regard to this issue.

HOME Funds

For projects with HOME funds that received the nine (9) percent tax credit, 40 percent or more
of the residential units must be both rent-restricted and occupied by individuals whose income is
50 percent or less of the area gross median income. This is in addition to meeting the minimum
set-aside.

Noncompliance

Any violation of Section 42 of the Internal Revenue Code, IRS revenue procedures, revenue
rulings, letter rulings, notices, announcements, any applicable Treasury regulations and any
applicable federal law as well as the Agency review requirements for monitoring compliance.

The Agency must monitor for compliance with Section 42 all buildings that received an
allocation of tax credits. Any noncompliance identified by the Agency must be reported via
Form 8823 to the IRS regardless of whether an owner corrects the noncompliance (see Exhibit
E2).
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Examples of Noncompliance
Noncompliance may include, but is not limited to the following examples:

1. Failure to submit a completed Owners Certificate of Continuing Program Compliance,
Tenant Information and when applicable the Annual Project Certification for
Projects with Social Service Models, Annual Project Certification for Projects in the
Supportive Housing Cycle or with Set-Aside Special Needs Units, Special Needs
Population Certification and Frail Elderly Certification by the Agency’s deadline

2. Failure to pay a compliance monitoring fee

3. Violations of local and State health, safety and building codes

4. Failure to certify tenants at move-in or recertify tenants annually*

5. Failure to collect back-up documentation to support certifications/recertification*
6. Charging rents that exceed the maximum tax credit rent permitted

7. Calculation errors, which could lead to accepting a tenant whose income, exceeded the
maximum limit or charging too much rent*

8. Failure to certify Section 8 tenants or failure to obtain information from the Public
Housing Authority or the DCA office that provides the Section 8

9. Failure to meet minimum set-aside by the required time frame and failure to maintain
minimum-set-aside

10. Failure to comply with the Agency’s procedures for monitoring compliance
11. Any violation of Section 42 of the IRS

* For residents residing in 100% tax credit properties, a move-in certification shall be required at
move-in, followed by a full recertification on the 1% year anniversary of move-in. Self
certification shall be required in subsequent years, provided the property continues to operate
as 100% affordable/tax credit. The resident shall still be required to complete the Tenant
Income Certification and other forms on an annual basis. However, third party verification of
income and assets shall no longer be required.

Adding Household Members During the First Year of Occupancy

Adding household members in the first year of occupancy must be done as follows:
- Additional occupant(s) must complete a Rental Application
- Additional occupant(s) must be screened according to the Tenant Selection Policy

- Additional occupant(s) must be certified on the original move in Tenant Income
Certification to determine income eligibility

Per the IRS 8823 Guide — (page 4-6), the combined income of the tenants cannot exceed the
income limit at the time of the original move in date.
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If the household income exceeds the maximum income limits at move in, the household will be
considered over income at move in and the unit will not qualify for tax credits until the
household becomes income eligible. Such noncompliance shall be reported to the IRS via IRS
Form 8823.

*Note: If you have a tenant(s) that would like to add additional household members, in the first
year of occupancy, please be sure to contact the Tax Credit Analyst for the property once
the updated move in certification has been completed. The entire move in Tenant Income
Certification must be mailed to the Tax Credit Analyst for review in order to update the
tenant data in MITAS whether the household is income eligible or not.

Non-transient Occupancy

A unit will not be treated as a low-income unit if it is used on a transient basis. A unit is deemed
to be used on a non-transient basis if the initial lease term is at least six (6) months. The initial
six (6) month term can be followed by a month-to-month rental term. SROs are permitted to
operate on a month to month (30 days) basis.

Recapture of Tax Credits

Non-compliance with tax credit statutes, rules or regulations may lead to recapture of the tax
credit by the IRS with respect to the accelerated amount (one-third) claimed for all previous
years. In other words, if a tax credit project is not maintained in compliance, no tax credit is
available that year and previous years may be recaptured. NOTE - Only the IRS can make a
determination with regard to recapture of credits. The Agency's authority extends only insofar as
reporting noncompliance to the IRS.

Generally, recapture of tax credits applies if:
1. A tax credit building has been disposed of;

2. There is a decrease in the qualified basis of the building from one year to the next;
(A decrease in qualified basis may occur when there is an elimination of units or
some common area that was approved into basis during the original calculation of the
tax credit. For example, two low-income units are destroyed by fire or a community
room has been eliminated. In order that the owner may receive the expected tax
credit on an annual basis the value of the original units or common area must be
restored within a reasonable amount of time. Should the cost to restore such changes
exceed the value, the sponsor is responsible for same and cannot collect any
additional tax credits beyond the original allocation. Should the owner choose not to
restore the building he/she will be subject to recapture.)

3. The building no longer meets the minimum set-aside requirement, the gross rent
requirement or the other requirements for the units which are set aside.
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Generally, recapture of tax credits does not apply if:
1. The disposition of a building was done in accordance with Section 42(j)(6);

2. The decrease in qualified basis does not exceed the additions to qualified basis for
which credits were allowable in years after the year the building was placed in
service; or

3. Anincident of noncompliance was corrected within the correction period or within a
reasonable amount of time after the noncompliance should have been discovered.

*NOTE: Tenants cannot be evicted in order to return projects to compliance. Owners wishing to
determine how the amount of recapture is arrived at should review Section 42(j) of the
Internal Revenue Code.

Residential Rental Units

In order for a unit to be considered a residential rental unit it must contain separate and complete
facilities for living, eating, cooking and sanitation. SROs are not required to meet this
requirement.

Nursing, Medical or Psychiatric Facilities

Facilities that provide regular nursing, medical or psychiatric care are not considered residential
rental units and therefore do not qualify for tax credits.

Unit Transfers
Unit transfers must occur on the same day for tax credits. The effective date of the Transfer In
transaction must be the same effective date as the Transfer Out transaction in Mitas.

Unit Transfers into empty units (never occupied with a Tax Credit move-in transaction) are not
permitted in the 1% year/during initial lease-up unless there is a medical necessity documented by
a physician.

Suitability of Residential Units for Occupancy

Each building in a tax credit project must be suitable for occupancy, taking into account state,
local health, safety and building codes. In addition, each building must have a Certificate of
Compliance from the New Jersey Department of Community Affairs' (DCA) Bureau of Housing

Inspection stating that the building meets the "Regulations for Maintenance of Hotels and
Multiple Dwellings™. In the event a new construction project has not yet received the Certificate
of Compliance, the building must be registered with DCA so that it will be inspected.

If state or local officials have cited the building for health, safety and/or building code violations,
the owner of the building is responsible for correcting the violations. Uncorrected violations
may render the building or low-income units unsuitable for occupancy. Such violations may be
considered noncompliance by the Agency, which must be reported to the Internal Revenue
Service.
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Owners/managers should be aware and should comply with the Americans with Disabilities Act
(ADA) and HUD Section 504 requirements.

Transitional Housing

A transitional housing unit, as defined under the Stewart B. McKinney Homeless Assistance Act,
is deemed to be used on a non-transient basis if the unit contains sleeping accommodations,
kitchen and bathroom facilities and is located in a building which is used exclusively to facilitate
the transition of homeless individuals to independent living within a 24 month period, and in
which a governmental entity or qualified nonprofit organization provides such individuals with
temporary housing and supportive services designed to assist such individuals in locating and
retaining permanent housing (Section 42 (i)(3)(B)(iii)).

Units for Use by General Public

Pursuant to IRS Regulation 1.42-9(b), a residential rental unit must be available for use by the
general public in order for the unit to eligible for tax credits (See also, U.S. Department of
Housing & Urban Development Handbook 4350.3, or its successor, for the federal definition and
criteria for "use by the general public™). Preference to certain classes of tenants does not violate
the general public use requirement as long as they do not violate HUD policy regarding
nondiscrimination. Examples of preferences that do not violate the general public use
requirement are preferences to the elderly, persons with disabilities, the homeless and transitional
housing for the homeless. Examples of preference that do violate the general public use
requirement are as follows: a residential unit that is provided by an employer for its employees,
a residential unit is provided to a specific group of people that are part of a social organization.

*NOTE: Owners are advised that the general public use requirement in the IRS regulations is
not clear with regard to preferences for municipal or regional residents. The Agency
advises owners to be aware of Federal and State Fair Housing laws with regard to this
issue. It is strongly recommended that owners not give preference to municipal
residents when marketing and renting units as such practice has been challenged and
found by the Supreme Court of New Jersey to violate the State Fair Housing Act. If a
preference for residents of the region (a "COAH-designated" housing region) is being
used, owners should be aware that mandatory federal preferences set by HUD must be
considered before a regional preference. If the owner of a tax credit project is found by
a governmental agency or court to have violated any Federal or State Fair Housing
laws in renting the project, the Agency will find the project out of compliance and
report such circumstance to the IRS.

Changing Unit Status from Low-income to Market in Mitas

When changing an occupied low-income unit to market, a Termination transaction must be
entered in Mitas with the effective date of the change.

Changing Unit Status from Market to Low-income in Mitas

When changing an occupied unit from market to low-income, an Initial Certification must be
performed to determine eligibility and entered in Mitas with the effective date of the change.
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Vacant Units

When a unit becomes vacant which was formerly occupied by a low-income household, it may
continue to be treated as occupied by a qualified low-income tenant for the purposes of the set-
aside requirement, provided that the apartment is ready to be occupied, that the owner
demonstrates that reasonable attempts are made to rent the unit to qualified low-income
households and that no other unit of comparable or smaller size in the project is rented to non-
qualifying (non-low-income) individuals.

Building/Safety Systems

The owner is required under the Uniform Property Conditions Standards (UPCS) to maintain, on
the premises, a complete written record of the following tests and inspections:

1. Boilers rated 40,000 BTU/hr and Hot Water Heaters rated 200,000 BTU/hr or higher
2. Elevator Certificate of Compliance (Maintenance Contract and Annual Test)

3. Fire Alarm Test Report (Maintenance Contract and Annual Test)

4. Inspection and Testing of Emergency Lighting and Exit Signs

5. Annual Testing of Emergency Generator(s) (if applicable)

6. Lead-Based Paint Disclosure Forms and Inspection Reports (if built prior to 1978)

7. Sprinkler System Inspection Report (Maintenance Contract and Annual Test)

8. Extermination and Pest Control Report (Maintenance Contract and Annual Report)
9. Bed Bug Notification (if applicable)

Accurate logs shall be maintained, indicating the number, location and type of device tested
including any defects, modifications or repairs.

Social Service Model *(Does not apply to projects that received allocations prior to 1995).

Project sponsors who received an allocation and who agreed in their application to provide social
services will be monitored to ensure compliance with their application. Prior to the owner
receiving their copy of the 8609, they must document to the satisfaction of HMFA that the
services are in place. The project must continue to maintain such social services to the tenants
throughout the compliance period and must certify annually to the provision of those services
(see Exhibit B3a). Appropriate documentation evidencing that the services are available to the
tenants must be maintained along with the other project records. Executed contracts with Social
Service Providers must be maintained and copies of such contracts must be available if requested
by NJHMFA. Examples of other documentation include executed leases (if services are
provided on-site), evidence of hiring a social service coordinator, evidence of tenant utilization
of services, etc.
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Special Needs Populations *(Does not apply to projects that received allocations prior to 1995)

Project sponsors who received an allocation and who agreed in their application to reserve a
specific percentage of the total units in the project for occupancy by a targeted special needs
population and provide appropriate social services to the special needs tenants (the "special
needs requirements™), will be monitored to ensure compliance with their application.

Prior to the owner receiving their copy of the 8609, they must document to the satisfaction of
HMFA that the special needs requirements are in place. The project must continue to maintain
the special needs requirements throughout the compliance period and must certify annually that
they are in place (see Exhibits B3b, B3c). Appropriate documentation evidencing that the special
needs requirements are in place must be maintained along with the other project records.
Executed contracts with Social Service Providers must be maintained and copies of such
contracts must be available if requested by NJHMFA. Examples of other documentation include
executed leases (if services are provided on-site), evidence of hiring a social service coordinator,
evidence of tenant utilization of services, project advertising, etc.

As HMFA will monitor for compliance with regard to the special needs requirements, owners
must document and keep records of their marketing efforts (project advertising, written contact
to appropriate special needs agencies/social service providers, etc.) and demonstrate to the
satisfaction of HMFA that they fully intended to meet the special needs requirements. Although
project sponsors are required to demonstrate that a market for the targeted population exists in
the project’s service area and then market the units to the targeted special needs population.

*Note: There may be instances when there are no special needs tenants available to rent the
units. For units set aside for special needs populations, if a qualified special needs tenant is not
located within 60 days, the next available tenant from the project’s waiting list may fill the unit
provided the next comparable size vacant unit shall be made available for a special needs tenant.

Age-Friendly Senior Cycle Models * (Does not apply to projects that received allocations prior to 2019)

Project sponsors who received an allocation and who agreed in their application to provide social
services will be monitored to ensure compliance with their application. Prior to the owner
receiving their copy of the 8609, they must document to the satisfaction of HMFA that the
services are in place. The project must continue to maintain such social services to the tenants
throughout the compliance period and must certify annually to the provision of those services
(see Exhibit B3e). Appropriate documentation evidencing that the services are available to the
tenants must be maintained along with the other project records. Executed contracts with Social
Service Providers must be maintained and copies of such contracts must be available if requested
by NJHMFA. Examples of other documentation include executed leases (such as for
transportation services or onsite health care providers), evidence of hiring a social service
coordinator or evidence of tenant utilization of services.

State Set-Aside Monitoring Procedures

The state set-aside requires that 10 percent or more of the residential units in the Project are both
rent restricted and occupied by households whose income is 30 percent or less of AMGI. The
selection of this state set-aside is irrevocable and is binding on the Project Owner and all
successors in interest to the Project through the end of the extended use period.
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Failure to meet set-aside will result in the owner being considered “not in good standing” if the
noncompliance is not corrected. As long as an owner remains “not in good standing” they are
ineligible to be part of the development team for any new tax credit awards. In addition,
pursuant to N.J.A.C.5:80-33.26(c), NJHMFA may impose penalties for failure to comply with
eligibility or point requirements, including but not limited to delay and/or non-issuance of the
IRS Form 8609, imposition of financial penalties, a reduction in the allocated credit amount o the
unilateral cancellation of an allocation. The Agency also has the right to enforce specific
performance through the court system.

The gross rent charged by the owner/agent must comply with the owner's election of the State
set-aside requirement, meaning that the gross rent must be affordable to households earning 30%
of the area gross median income. The definition of area gross median income is based on the
HUD methodology used for the Section 8 program of the U.S. Housing Act of 1937. Gross rent
does not include any payment under Section 8 or any comparable rental assistance program with
respect to such unit or the occupants. Gross rent includes an allowance for all utilities which will
be paid by the household.

If a household’s income rises above 30% of the AMGI then the next available unit in the project
shall be rented to a household whose income is at or below 30% of the AMGI.

Owners must demonstrate that best efforts will be made to distribute the 30% units
proportionately across all unit sizes.

If an owner cannot find a sufficient number of households whose income is at or below 30% of
the AMGI than he/she must demonstrate to the Agency that all reasonable attempts were made to
market the units. Reasonable attempts shall include but are not limited to the following:

1. Written marketing plan and procedures.

2. Waiting list.

3. Copies of advertising from newspapers.

4. Outreach efforts to social service agencies and non-profit groups.

If after 60 days a household whose income is at or below 30% of the AMGI cannot be found
then the vacant unit may be rented to a household whose income is at or below 60% of the
AMGI.

Disposition of Project

The Project Owner covenants and agrees that in the event it files for bankruptcy, liquidates, sells
or otherwise transfers ownership of the Project, it will notify the Agency in writing, and further,
that as a condition precedent to any sale or transfer it will enter into such agreements with the
purchaser or transferee as may be prescribed by the Agency, which have the effect of causing
such purchaser or transferee to be bound by these use and occupancy restrictions, as they may be
amended or supplemented.
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CHAPTER 3

CALCULATING INCOME AND ASSETS

Pursuant to IRS Regulation 1.42-5(b)(vii), tenant income must be calculated in a manner
consistent with the determination of annual median gross income under Section 8 of the United
States Housing Act of 1937 (see Exhibit D9), not in accordance with the determination of gross
income for federal income tax liability. Chapter 5 of the HUD 4350.3 Handbook (see Exhibit
D12), outlines how annual income is calculated to determine tenant income eligibility. This is
required prior to the tenant residing in a low-income housing tax credit unit and every year
thereafter during the entire compliance period which includes the Extended Use Period as
indicated in the Deed of Easement and Restrictive Covenant.

In accordance with Section 8 regulations, annual income is the anticipated gross income from all
sources to be received by the family head and spouse (even if temporarily absent) and by each
adult individual member of the family (individuals 18 years and older) during the 12 months
following the date of the certification or recertification.

Annual Household Gross Income is the gross income (with no adjustment or deduction)
the household anticipate it will receive in the 12-month period following the effective date of the
income certification.

If information is available on changes expected to occur during the year, that information is used
to most accurately determine anticipated income from all known sources during the year.

*Note: The tax credit program does not consider adjusted income which is permitted
under the Section 8 program. Adjusted income is the deduction of allowances,
such as dependent, child care handicapped/disabled, medical or elderly, from the
gross income.

*Achieving a Better Life Experience (ABLE) accounts are excluded for both income and
asset calculations for the Low-income Housing Tax Credit (LIHTC) Program
asset calculations for the Low-income Housing Tax Credit (LIHTC) Program.
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CHAPTER 4
CERTIFYING ANNUAL INCOME

Applicants that apply for residence in a tax credit unit should be advised of the income
restrictions mandated by the tax credit program. The income certification, income verification
and annual recertification requirements should be explained to all tenants and should be included
in the lease as a requirement for living in the building.

It is the owner's responsibility to certify and annually recertify each tenant that resides in all tax
credit units. If there is a managing agent or some other entity certifying the tenants, owners
should make sure that the managing agent or other entity has a good understanding of the tax
credit program because the owner is ultimately responsible. It is recommended that the owner
work with the person handling the certifications. If any outside service, organization or Agency
is handling the certification process, it should not be assumed that the certifications are in
compliance. If an error is made by such entity that causes noncompliance the owner will be
considered out of compliance and reported to the IRS.

*NOTE: The fact that the owner may not receive this information from the tenant does not
relieve the Agency of its obligation under federal law to monitor that project and
advise the IRS of such noncompliance.

This section of the manual provides information regarding the certification of tenant income.

Income Limitation

In order to qualify as a low-income tenant, the household's annual income must be less than the
maximum allowed. The income limit is based on a percentage of area median gross income as
defined by HUD and takes into account household size. A household occupying a low-income
unit cannot have a combined income of more than 50% or 60% of the area gross median income,
depending on the set-aside option elected by the building owner. Exhibit Al is an area gross
median income chart, which shows income by PMSAs and by number of persons in the
household.

Tenant Income Certification

For purposes of satisfying the set-aside requirements, the determination of the household's
income must be made on the date the low-income tenants first occupy a residential unit in the
development and on an annual basis thereafter. In the case of a rehab project with existing
tenants, the move-in certification must be done on the date the building placed in service.

1. Tenant Interview

Upon meeting with the tenant, review the lease and any provisions that involve the
income certification procedure. Explain to the tenant that the tax credit program is an
affordable housing program and that in order for a tenant to reside in the building, they
must comply with the certification requirements. Explain to them that once they reside in
the building, they must continue to comply with the certification requirements and any
other lease provisions. Finally advise the tenant that any instance of fraud will not be
tolerated and will be subject to eviction.
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Tenant Income Certification

Each tenant must be initially certified as to the level of anticipated annual income for
each member of the household in order to verify eligibility as a low-income resident. The
owner/agent is required to complete an income certification form (see Exhibit C1). The
owner/agent must complete an annual income certification for each low-income tenant,
or, in the case of a tenant receiving Section 8 housing assistance payments, a statement
from a public housing authority declaring that the tenant's income does not exceed the
applicable income limit. The owner/agent must assist the tenant(s) by explaining the
definition of Annual Income to ensure that proper disclosure is made. Certifications
should not be more than one hundred twenty (120) days old.

Verification of Income

The owner/agent is required to verify each component of the household's reported income
(i.e., wages, income from assets, social security payments) by collecting documentation
to support each low-income tenant's income certification. Acceptable forms of
supporting documentation are verifications of income from third parties such as
employers or state agencies paying unemployment compensation (see Exhibit D6).

In the case of a tenant receiving housing assistance payments under Section 8, the
owner/agent may obtain from the public housing authority a statement declaring that the
tenant's income does not exceed the applicable income limit under Section 42(g) (see
Exhibit C9).

Below is a summary of sample forms, which are contained in the exhibits. These sample
forms are enclosed to show suggested formats and language in order to verify income.
Owners/managers may use their own forms and establish their own procedures for
verifying income, as long as all income is certified and verified.

Annual Income Recertification

Annually, after the initial income certification, the owner/agent must recertify the income
for each low-income tenant in the building within 12 months of the most recent
certification by obtaining a new tenant Income Certification and supporting
documentation. For residents residing in 100% tax credit properties, an initial
certification shall be required at move-in, followed by a full recertification on the 1-year
anniversary of move-in. Recertification shall no longer be required in subsequent years,
provided the property continues to operate as 100% affordable/tax credit. While a
resident shall still be required to complete the Tenant income Certification and other
forms on an annual basis, 3™ party verification of income shall no longer be required.

Marrying Annual Recertification Dates

Owners may marry the Tax Credit recertification date with the annual recertification date
of other housing programs in the property, for 100% tax credit properties only. A full
recertification is required on the 1-year anniversary of the move in. Then the tax credit
recertification date can be changed to that of other programs in the property. However, if
the tax credit recertification is due prior to the annual recertification date of the other
program(s), a tax credit recertification must be processed in that year 1%. The Tax Credit
annual recertification cannot exceed 12 months. Therefore, the household may need to be
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recertified twice in one year to marry the annual recertification dates (For example - Tax
Credit recert date is 1/1 and the Section 8 recert date is 6/1. The household must be
recertified for Tax Credits on both 1/1 and 6/1 to marry the recertification dates).

Initial Certification of Over Income/lneligible Households

A full annual recertification should be completed for households that did not qualify at
move in, each year, until the household qualifies. Then an Initial Certification should be
completed, entered into Mitas with a copy of the complete file sent to the Tax Credit
Analyst for review.




NUMBER

C1

C2

C3

C4

C5

C6

EXHIBIT TITLE

TENANT INCOME
CERTIFICATION

INCOME VERIFICATION FROM
EMPLOYER

SAMPLE VERIFICATION OF
UNEMPLOYMENT BENEFITS

CERTIFICATION OF ZERO
INCOME

SAMPLE RECURRING GIFT
VERIFICATION

SAMPLE SOCIAL SECURITY
VERIFICATION

DESCRIPTION

To be completed for each
household (all members of the
household) to disclose all forms
of income. In the case of a Sec. 8
tenant, a statement from the
public housing authority must be
maintained in the tenant files.
The owner/agent should assist the
tenant(s) by explaining the
definition of Annual Income to
ensure that proper disclosure is
made.

Should be used to verify
employment income for each
tenant; to be completed by each
employer.

To verify unemployment
benefits; to be completed by
personnel from the
unemployment office.

To be completed by any tenant,
indicating that he/she is currently
unemployed and not collecting
any form of income (i.e., Social
Security, unemployment,
disability insurance, support from
family, friend, etc.). Upon
employment, tenant will notify
the manager.

To verify the amount of support
received from a spouse, other
family member or friend.

To verify social security income;
to be completed by Social
Security Administration.
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NUMBER
C7

C8

C9

C10

C11

Ci12

C13

C14
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EXHIBIT TITLE
SAMPLE MILITARY PAY
VERIFICATION

SAMPLE ASSET VERIFICATION

SAMPLE VERIFICATION OF
INCOME ELIGIBILITY FROM
SECTION 8 AUTHORITY

UNDER $5,000 ASSET
CERTIFICATION

SAMPLE CERTIFICATION OF
ASSETS DISPOSED FOR LESS
THAN FAIR MARKET VALUE

CHILD SUPPORT, ALIMONY &
SPOUSAL SUPPORT
CERTIFICATION

STUDENT STATUS
VERIFICATION

TENANT INCOME SELF
CERTIFICATION

DESCRIPTION

To verify military pay, either for
full or part time employment; to
be completed by the personnel
office or a commanding officer.

To verify assets on deposit
(checking, savings, CDs, money
markets, etc.) in a bank, savings
and loan, etc.; to be completed by
a banking officer.

To verify income and other
supporting documentation in lieu
of obtaining it from the tenant.

Instead of verifying Net Family
Assets of less than $5000 by a
third-party verification (i.e., a
banking verification),
owners/agents may accept a
signed, sworn statement from the
tenant (see Exhibit D5). NOTE -
Section 8 definition of Net Family
Assets is used (24 CFR 813.102).

The tenant must certify as to the
amount what an asset is worth
when disposed of for less than fair
market value for the
certification/recertification
periods two (2) years from the
date of the disposal.

Tenant must certify as to the
amount received and/or obligated
for child support, alimony and
spousal support income.

The tenant must certify the
number of full-time students
residing in the household.

Tenant must certify household
members, income and asset
information annually.



CHAPTER 5

DETERMINING ALLOWABLE RENTS

The gross rent charged by the owner/agent must comply with the owner's election of the minimum
set-aside requirement - meaning that the gross rent must be affordable to tenants earning either 50%
or 60% of the area gross median income. The definition of area gross median income is based on the
HUD methodology used for the Section 8 program of the U.S. Housing Act of 1937. Exhibit Al
contains the most recent income limits released by HUD (Limits are subject to change, check to see
that you have the most recent). Gross rent does not include any payment under Section 8 or any
comparable rental assistance program with respect to such unit or the occupants.

This section of the manual explains how rent is calculated under the tax credit program
Projects Receiving Tax Credits Before 1990/ Household Size

Maximum gross rent is based on household size for projects which received tax credits before 1990,
unless the owner elected the bedroom size option (see below) by February 1994. The restricted rent
is calculated by multiplying the applicable area gross median income limitation for the actual
household size by .3 and then dividing by 12 to determine the monthly gross rent. Therefore, units
of the same size may have different rents depending on the size of the family which resides there.

Pre - 1990 Formula:

50% or 60% of Area Gross Median Income* x 30% =
Maximum Gross Rent divided by 12 months

* Area gross median income is determined by the size of the household residing in the unit

Owners of projects receiving tax credits before 1990 had the option in 1994 to elect to calculate the
rent based on unit size rather than household size (see Exhibit D5). Once made, this election of how
rent will be calculated is irrevocable and can be used only for those tenants that move in after the
date of the election. This means that the owner of a building that made this election will calculate the
rents of existing tenants by household and future tenants by bedroom size. Managing agents should
verify with the owner of the development which rent calculation is applicable.

Projects Receiving Tax Credits beginning January 1, 1990/ Bedroom Size

Maximum gross rent is based on unit size for projects that received tax credits beginning January 1,
1990. The restricted rent is calculated by multiplying the applicable area gross median income
limitation for a family size of 1.5 persons per bedroom by .3 and then by dividing by 12 to determine
the monthly gross rent. In the case of efficiency units, the area gross median income should be
based on 1 person. Therefore, all units of the same size have the same rent regardless of the
household size.
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1990 and Post 1990 Formula:

50% or 60% of Area Gross Median Income* x 30% = Maximum Gross Rent
divided by 12 months

* Area gross median income is determined by assuming 1.5 persons per bedroom

Utility Allowances

Gross rent (regardless of which method of calculation is used) includes an allowance for all utilities
which will be paid by the tenant. Utilities include heat, lights, air-conditioning, water, sewer, oil/gas
but do not include telephone or cable television expenses. It is very important to use the correct
allowance amount. See 26 CFR 1.42-10 Utility Allowances (Exhibit D3 and D3a) and DCA's
Monthly Utility Allowance (Exhibit A2) to determine the proper utility allowance. This regulation
sets forth applicable utility allowances by categorizing projects into the following groups: (1)
FmHA-assisted buildings, (2) Buildings with FmHA-assisted tenants, (3) HUD-regulated buildings,
and (4) Other Buildings.

Other Acceptable methods of calculating utility allowances:
1. Utility Company Estimates

Under Treas. Reg. 81.42-10(b)(4)(ii)(B), any interested party (tenant, owner, or state
agency) may request a written estimated cost of that utility for a unit of similar size and
construction for the geographic area in which the building is located. This estimate
becomes the appropriate utility allowance for all rent-restricted units of similar size and
construction in the building. The local utility estimate is not available to buildings/tenants
subject to Rural Housing Service or HUD jurisdiction.

2. HUD Utility Schedule Model

Under Treas. Reg. §1.42-10(b)(4)(ii)(D),9 a building owner may calculate a utility
allowance using the “HUD Utility Schedule Model” that can be found on HUD’s Internet
site, the Low-Income Housing Tax Credits page at www.huduser.org/datasets/lintc.html or
successor URL. Utility rates used for the HUD Utility Schedule Model must be no older
that the rates in place 60 days prior to the date the utility allowance will change.

3. Energy Consumption Model

Under Treas. Reg. 81.42-10(b)(4)(ii)(E),10 a building owner may calculate a utility
allowance using an energy and water and sewage consumption analysis model (energy
consumption model).

Factors to Consider

The energy consumption model must, at a minimum, take into account specific factors
including, but not limited to: (1) unit size, (2) building orientation, design and materials,
mechanical systems, appliances, and characteristics of the building location.

Estimates Provided by Licensed Engineer or Qualified Professional

The utility allowance must be prepared by a properly licensed engineer or a qualified
professional. A qualified professional must be (1) approved by the state/local housing
credit agency having jurisdiction over the building, and (2) must not be related to the
building owner within the meaning of IRC 8§ 267(b) or 707(b).



Owners should review this regulation to determine which building category they fall into. Buildings
that are not Farmers Home assisted, nor a HUD-regulated building (as defined in the regulation) and
where no tenant receives Farmers Home assistance fall into the category of “Other Buildings.”
These buildings have the option of obtaining a local utility company estimate for units in the
building. If such estimate is obtained, that estimate becomes the appropriate utility allowance for all
rent-restricted units of similar size and construction in the building.

If at any time during the compliance period or extended-use period, the applicable utility allowance
changes, the new utility allowance must be used to compute gross rents of rent restricted units due
90 days after the change.

The applicable utility allowance must be subtracted from the maximum gross rent in order to
determine the maximum rent allowed to be charged by the owner/agent to the tenant.

Sample Rent Calculations

The examples below are for the purpose of guiding the owner/agent through the mathematical
formulas used to figure maximum allowable rents. The owner/agent should be aware that the sample
area gross median income limits used for these examples are based on HUD's figures (see Exhibit
Al) and the utility allowance schedule provided by DCA (see Exhibit A2). Both are subject to
change in future years.

A. Projects With Pre-1990 Tax Credits and No Election

1. Family of 4 living in a 2 bedroom, HUD-regulated duplex in Essex County. The
minimum set-aside chosen by the owner was 20% at 50%, although 100% of the
building is low-income. The family is responsible for paying all its utilities (includes
gas heat, hot water, cooking fuel and household electric), except water and sewer.

Median income - Family of 4$60,500

50% X.5
Maximum Income $30,250

Affordability Control x .30

Maximum Gross Rent - Annually$ 9,075

(Months in Year) +12

Maximum Gross Rent - Monthly 756
Utility Allowance - HUD - 98*

Maximum Chargeable Rent $ 658

*HUD Allowances: 27 gas - heat
+ 5 gas - cooklnlg fuel
+ 36 ousehold electric
+ 12 gas - hot water
+ 18 trash collection
98
2. Family of 5 living in a 3-bedroom apartment in a HUD regulated, 2 story building in

Middlesex County. The minimum set-aside chosen by the owner was 40% at 60%,
although 100% of the building is low-income. The family is responsible for paying
all utilities, which include gas heat, hot water, cooking fuel and household electric.
Water, sewer and trash collection are included in the rent.
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Median income - Family of 5 $72,800

60% X .6
Maximum Income $43,680
Affordability Control x .30
Maximum Gross Rent - Annually 13,104
(Months in Year) +12
Maximum Gross Rent - Monthly 1,092
Utility Allowance - HUD - 88*
Maximum Chargeable Rent $ 1,004
*HUD Allowances: $ Zg

+
+ 44
+ 14
$ 88

Projects With Tax Credits after January 1, 1990

gas - heat

ﬂas - cooklnP fuel
ousehold electric

gas - hot water

Family of 4 living in a 2 bedroom, HUD-regulated duplex in Essex County. The minimum
set-aside chosen by the owner was 20% at 50%, although 100% of the building is low-
income. The family is responsible for paying its utilities, which include gas heat, hot water,
cooking fuel, household electric and trash removal. Water and sewer are included in the rent.

Median income for 3-Person

Household $54,400
50% X .5
Maximum Income $27,200
Affordability Control x .30
Maximum Gross Rent - Annually  $ 8,160
(Months in Year) +12
Maximum Gross Rent - Monthly 680
Utility Allowance - HUD - 98*
Maximum Chargeable Rent $ 582
*HUD Allowances: 27

+ 5

+ 36

+ 12

+ 18

98

(2 BR @ 1.5 persons
per bedroom = 3 persons)

gas - heat

gas - cooklnlg fuel
ousehold electric

gas - hot water

trash collection

Family of 5 living in a 3-bedroom apartment in a HUD regulated, 2 story building in
Middlesex County. The minimum set-aside chosen by the owner was 40% at 60%, although
100% of the building is low-income. The family is responsible for paying heat, hot water,
cooking fuel and household electric. Water, sewer and trash collection are included in rent.

Median income for 4.5 persons $70,100

60% X .60
Maximum Income $42,060
Affordability Control x .30

Maximum Gross Rent - Annually 12,618
Maximum Gross Rent - Monthly 1,051

(3BR @ 1.5 persons
per bedroom = 4.5 persons)



Utility Allowance - HUD - 88*

Maximum Chargeable Rent $ 963
*HUD Allowances: $ 24 gas - heat
+ 6 ﬂas - cooklnP fuel
+ 44 ousehold electric
+ 14 gas - water heating
$ 88

Range of Affordability

“Affordable” typically means capable of being afforded without undue burden by an eligible
household. A rental unit is typically considered “affordable” if the monthly rent, including the
estimated cost of utilities paid by the tenant (the utility allowance), does not exceed 30 percent of an
eligible household income.

Rents for units in the tax credit program are established based on 30 percent of the maximum income
that is eligible for a unit. Anyone earning less than the maximum income will be paying more than
30 percent of his or her income toward rent. While this is allowed in the tax credit program, it is not
desirable. For this reason, the Agency recommends setting rents at levels below the maximums
permitted, so that they are affordable to households earning less than the maximum income. By
doing this, a project expands its range of affordability.

Rents for Over-income Tenants

If the income of a household increases above the applicable income limitation, the unit will continue
to be treated as a low-income unit as long as the income of the occupants initially met the income
limitation and the unit continues to be rent-restricted.

However, if the income of a current low-income household increases above 140 percent of the
applicable income limitation, the next available unit (of a comparable or smaller size) must be rented
to a low-income tenant in order for the project to remain in compliance. Tenants should not be
evicted if their income exceeds the maximum income limit. In this case, the unit cannot be counted
as part of the minimum set-aside requirement, but it can continue to receive tax credits.

The tenant whose income increases above 140 percent of the applicable income limitation may
receive a rent increase when their lease is renewed once the next available unit is rented to a low-
income tenant. The Agency recommends moderate annual increases in accordance with local rent
laws, if applicable, and in accordance with restrictions mandated by other funding sources, if
applicable (i.e., FmMHA projects). If the project is 100 percent low-income, even if you rent the next
available unit to a qualifying tenant and charge a restricted rent, the rent on the unit of the tenant
whose income exceeded the limit must not exceed the maximum rent permitted.

*NOTE: If the Deep Rent Skewing option was elected on the Form 8609 (see Exhibit E1), the

tenant's income may go up to 170 percent of the area gross median income limit and still
be eligible.
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CHAPTER 6

NJHMFA EXTENDED USE PERIOD MONITORING PROCEDURES

Section 42(h)(6) of the Internal revenue Code requires an extended low-income housing
commitment of at least 15 years in addition to the compliance period. Such requirement is
applicable to all properties awarded housing creditors starting in 1990. The exact term of the
extended use period for each tax credit property can be found in its Deed of Easement and
Restrictive Covenant for Extended Low-Income Occupancy.

New Jersey Housing and Mortgage Finance Agency has established the following procedures to
enforce compliance with the extended use agreement. Unless specifically addressed below, the
compliance requirements during the extended use period shall remain the same as those
requirements established by HMFA during the initial compliance period.

Reporting Requirements and Monitoring Fees

The Owner’s Certificate of Continuing Program Compliance and the Annual Tenant Information
shall be submitted by January 31 of each year during the extended use period, along with a
monitoring fee of $20 per low-income unit for all properties in the Extended Use Period. The
monitoring fee is due when the property begins the extended use period.

HMFA reserves the right to adjust the fee as needed to cover monitoring expenses.

Monitoring Policy

Each property shall be inspected at least once every five years, starting with the 51 year following
the last inspection. Ten percent of the units in the property (minimum of 3 and maximum of 15)
shall be physically inspected and ten percent of the tenant files, in the property, shall be audited.
The units selected for file review may differ from those receiving a physical inspection.

NJHMFA reserves the right to inspect additional files, units, or buildings as needed to ensure
compliance.

Annual Recertification

Owners will not be required to complete a full recertification each year but must complete a self-
certification listing all household members, rent amount, and income. This self-certification shall
be signed and dated by all members of the household, age 18 and older, and the project owner or
management agent.

This form shall be completed at least once every 12 months.

Application Fraction

The Applicable fraction for a building shall be determined by the unit fraction. Square footage of
the units will no longer be used to determine the applicable fraction.

Full Time Students

HMFA will not require documentation of student status.



Unit Transfer

Unit transfer from building to building will be permitted regardless of whether a household’s income
is over the applicable income limit at the time of transfer.

Available Unit Rule

If a household’s income goes over 140% of the applicable income limit, a currently vacant unit or
the next available unit of same or smaller size in the same building must be rented to a qualified
household. This will be a unit for unit replacement.

Eviction

The eviction or termination of tenancy of an existing tenant of any low-income unit (other than for
good cause) shall be prohibited throughout the term of the compliance and extended use periods.

Noncompliance

If an owner fails to comply with the monitoring requirements during the extended use period, a
notice of noncompliance will be issued. A 30-day period will be allowed to correct any deficiencies.
If the noncompliance is still not corrected after the 30 or 60 days, the owner and/or management
company will be considered to be in “not in good standing” with the Agency’s Tax Credit Division.
Once the noncompliance is corrected, this designation shall be removed. As long as an owner or
management company remains “not in good standing” they are ineligible to be part of the
development team for any new tax credit awards. The Agency also has the right to enforce specific
performance through the court system.
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Exhibit Al

Exhibit A2

Exhibit B1

Exhibit Bla

Exhibit B2

Exhibit B2a

Exhibit B2b

Exhibit B3

Exhibit B3a

Exhibit B3b

Exhibit B3c

Exhibit B3d

Exhibit B3e

Exhibit C1

Exhibit C2

Exhibit C3

Exhibit C4

Exhibit C5

Exhibit C6

Exhibit C7

Exhibit C8

EXHIBITS

A. Income and Rent Limitations

Income Limits and Maximum Rents

Utility Allowance Schedule

B. NJHMFA Annual Reports

Checklist for New Properties

Owner Certificate of Continuing Program Compliance for New Property
Checklist for Annual Compliance Packages

Owner's Certificate of Continuing Program Compliance

Owner's Certification of Compliance During the Extended Use Period
Checklist for Annual Social Service Models and/or Special Needs Packages
Annual Project Certification for Projects with Social Service Models

Annual Project Certification for Projects in the Supportive Housing Cycle or
with Set- Aside Special Needs Units

Special Needs Population Certification Form
Frail Elderly Certification

Annual Project Certification for Projects in the Age-Friendly Senior Cycle

C. NJHMFA Sample Income Certification and Verification Forms

Tenant Income Certification

Employment Verification

Sample Verification of Unemployment Benefits
Certification of Zero Income

Sample Recurring Gift Verification

Sample Social Security Verification

Sample Military Pay Verification

Sample Asset Verification



Exhibit C9

Exhibit C10

Exhibit C11

Exhibit C12

Exhibit C13

Exhibit C14

Exhibit D1

Exhibit D2

Exhibit D3

Exhibit D3a

Exhibit D4

Exhibit D5

Exhibit D6

Exhibit D7

Exhibit D8

Exhibit D9

Exhibit D10

Exhibit D I

Exhibit D12

Sample Verification of Income Eligibility from Section 8 Authority

Under $5,000 Asset Certification

Sample Certification of Assets Disposed of for Less than Fair Market Value

Child Support, Alimony & Spousal Support Certification
Student Status Verification

Tenant Income Self Certification

D. LITC Regulations and Rules

IRS Final Regulations Procedure for Monitoring Compliance
with Low-income Housing Credit Requirements

IRS Revenue Ruling 92-61 (Full-time Resident Manager's Unit)
IRS Regulations 1.42-10 (Utility Allowance)
IRS Regulations 1.42-12(a)(5) (Utility Allowance Submetering)

IRS Revenue Procedure 94-65 (Documentation of Income
from Assets when Assets do not exceed $5000)

Revenue Procedure 94- 9 (Election to Determine Rents by Number of
Bedrooms)

Appendix 3: Acceptable Forms of Income Verification
NJHMFA Audit List

Internal Revenue Code, Section 42

IRS Notice 88-80 (Income Determination)

IRS Final Regulations (Available Unit Rule)

HUD Passbook Savings Rate Eff. February 1, 2015 (Notice: H 2014-15)

HUD 4350.3 Handbook Chapter 5-Determining Income & Calculating Rent
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E. IRS Forms

Exhibit E1

Exhibit E2

Exhibit E3

F. Additional Forms

Exhibit F1

Exhibit F2

Exhibit F3

Exhibit F4

Exhibit F5

Exhibit F6

Exhibit F7

Exhibit F8

Exhibit F9

IRS Form 8609 (Low-income Housing Credit Agencies
Allocation Certification)

IRS Form 8823 (Low-income Housing Credit Agencies
Report of Noncompliance)

IRS Form 8611 (Recapture of Low-income Housing Credit)

Violence Against Women's Act (VAWA)

Project Status Form

Acquisition/Rehab Acknowledgment

Year 15 Status Report

Sample Window Guard Notice to Tenant

Sample Smoke Detector/Carbon Monoxide Acknowledgment
Sample Carbon Monoxide Detector Verification

Addendum to Tenant Income Certification/Tenant Income Certification
Addendum

Mitas User Agreement
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16. The on-site Property Management office has office hours of at least 20 hours every week.
O YES O NO

If “No” please provide explanation on page 4.

17. The owner has registered and posted the property on our Housing Resource Center (https://www.nj.gov/njhrc/)
and actively updated property information.

O YES O NO

If “No” please provide explanation on page 4.

*Note: Failure to complete this form in its entirety, after the December 31, 2022 expiration date, will result in noncompliance
with program requirements. In addition, any individual other than an owner or general partner of the project is no