This message is to ensure that owners and managers of Low-Income Housing Tax Credit properties in the State of Connecticut receive up-to-date information regarding the program and its requirements.  It is being supplied in our capacity as Authorized Delegate (under § 1.42-5(f)(1)(i) of the Regulations) for the Connecticut Housing Finance Authority.
This is part of a continuing series of email broadcast communications.  Comments are welcome.

SPECTRUM MONITORS:
If you have questions regarding the monitoring procedures performed by SPECTRUM Enterprises in the State of Connecticut, please feel free to contact Senior LIHTC Compliance Monitor B. Nolan McCoy, C7P, at nmccoy@spectrumlihtc.com.  He is located in Cape Elizabeth, ME, and can be reached by telephone at (207) 767-8000.

NOTICES:

Hurricane Katrina – See important information under Question & Answer section.

The Connecticut Low-Income Housing Tax Credit Compliance Manual is available for download at http://www.spectrumlihtc.com.  If you haven’t checked the website recently, you are strongly encouraged to review the most current version of the Manual.  Remember, CHFA requires that all site staff have a copy of the manual (as well as administrative documents such as owner-completed Forms 8609, the Extended Low-Income Housing Commitment, etc.).

HUD recently announced that it is revising the 4350.3 REV-1 handbook.  There are significant changes proposed for Chapter 5, Determining Income and Calculating Rent.  LIHTC properties are required to calculate income in a manner consistent with the calculation of income for Section 8 (§1.42-5(b)(1)(vii) of the Regulations).  There has been no indication as to when the proposed changes will be adopted.  

The IRS recently revised Form 8823 (Report of Noncompliance or Building Disposition).  According to industry sources, this was probably released to coincide with the long-awaited 8823 guide.  The new 8823 is to be used by State Agencies and their Authorized Delegates beginning in October; the 8823 guide is also expected to be released in October.

REMINDERS:

If you are aware of any owner or manager of an LIHTC property who did not get this notice, but would like to, please have them contact us with their email address and which property they are associated with.  They will be added to the list at the first opportunity.

QUESTION AND ANSWER
Q:  My property wishes to rent vacant LIHTC-qualified units to people displaced by Hurricane Katrina.  We have heard that the IRS will waive certain rules if we do this.  Is there anything we need to be aware of before we do this?

A:  In response to the number of people affected by Hurricane Katrina, many state and federal housing programs began taking steps to provide temporary housing to people displaced by the disaster.  On 9/9/05, the IRS issued Notice 2005-69, which spells out various rules and steps that LIHTC properties would need to take if they wished to provide temporary housing to people displaced by Hurricane Katrina.  

Some (but not all) rules will be waived temporarily for these households.  However, there are several steps that must be taken prior to moving someone in, and there is specific documentation that a property must obtain.

First, a property must document that the household resided in an area in Alabama, Mississippi, or Louisiana that was designated for Individual Assistance by FEMA.  While hundreds of thousands of people lost their homes (some temporarily, some permanently) due to the hurricane, not all may have lived in the counties and parishes designated for Individual Assistance by FEMA.

Second, the project must obtain approval from the state agency (the Connecticut Housing Finance Authority).  If the request is approved, CHFA will determine the timeline to provide temporary housing for each project.  In no case, according to the Notice, will the period extend longer than 9/30/06.

Third, information regarding each displaced individual (not just household) is required to be obtained and maintained in order to demonstrate compliance with the Regulations.  Specifically, names, addresses of damaged residences, Social Security numbers, and affidavits from the displaced individuals stating that they require temporary housing and were displaced due to damage to their residence in Alabama, Louisiana, or Mississippi jurisdiction designated for Individual Assistance by FEMA as a result of Hurricane Katrina.  The property must also certify the date the displaced individual began temporary occupancy and the date the property will discontinue the temporary housing (as established by CHFA).  The certifications and recordkeeping for displaced individuals must be maintained as part of the annual compliance monitoring process.

Fourth, the owner of the project must list the project on the National Emergency Resource Registry maintained by the Department of Homeland Security.  This can be done at http://www.SWERN.gov.

Fifth, rents must continue to be restricted, in accordance with 42(g)(2) of the Code.

Sixth, you cannot evict existing tenants or terminate their tenancy as a result of your efforts to provide temporary housing for displaced individuals.

If all these conditions are met, two major rules will be waived for the units occupied by displaced households.  1) Transient use rules will be waived.  2) Income limits will be waived.  

Be aware that these rules will be waived only for units occupied by displaced individuals, and not across the entire project.  Occupying an LIHTC unit with an over-income household not displaced by Hurricane Katrina, for example, will still be noncompliance.  Also, be aware that other rules remain in effect for these units (student status, rent-restriction, etc.).  Any displaced household remaining in an LIHTC unit at the end of the waiver period must be certified as eligible to avoid findings of noncompliance.

It should be noted, also, that units vacated by displaced households will adopt the status that they had prior to being occupied by a displaced household.  For example, if the unit was “empty” (not previously LIHTC qualified), it would again be “empty.”  A “vacant” LIHTC unit (previously LIHTC qualified) will again be “vacant.”

If you wish to offer temporary housing to persons displaced by Hurricane Katrina, contact Ned Campion at CHFA for additional information.

DISCLAIMER
CHFA and Spectrum shall not be liable for any loss or damage caused by any inaccuracies in the information contained herein, and suggest you review such information for accuracy prior to implementation with your tax credit professional advisor.

REMOVAL FROM LIST

This email is to ensure that owners and managers of Low-Income Housing Tax Credit properties in the State of Connecticut receive up-to-date information regarding the program and it’s requirements.  If you have received this email in error or do not wish to receive such messages in the future, please either reply to this email with “UNSUBSCRIBE” as the subject line or call (207) 767-8000 x 27.
