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 (CHFA).
This is part of a continuing series of email broadcast communications.  Comments are welcome.

SPECTRUM MONITOR:
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 also be reached by telephone at (207) 767-8000.

SEMINAR:

Steve Rosenblatt will be conducting a SPECTRUM Seminars C3P course at the Sheraton in Hartford on March 9-10, 2006.  The two-day course will cover all aspects of Section 42.  An exam is administered at the conclusion of the course, and this can be used to meet the “continuing education” requirement specified in the Connecticut Qualified Allocation Plan.  Please call Teri at (207) 767-8000 for more details or to register.

NOTICES:

--Annual required end of year reporting for the year 2005 will be due 4/1/06.  This includes the annual electronic unit history report (a.k.a. status report), updated utility allowance documentation, and the Owner’s Certification of Continuing LIHTC Program Compliance.  Additional notification will be sent to property owners in the near future.

The software application to create/edit unit history report submissions is available for download at http://www.spectrumlihtc.com.  A blank copy of the updated Owner’s Certification of Continuing LIHTC Program Compliance is also available on our website.

NOTE:  There are two additions to the Owner’s Certification.  CHFA (per the 2005 Qualified Allocation Plan) now requires that site staff receive continuing training in the LIHTC program.  This item now appears on the Owner’s Certification, and proof of continuing education is also required to be submitted along with the form.

CHFA also now requires that owners certify that the Extended Low-Income Housing Commitment (ELIHC) for the property meets requirements set forth by the IRS in Revenue Ruling 2004-82.  The issue mentioned in this Revenue Ruling deals primarily with restricting evictions in the Extended Use Period.  CHFA has been contacting properties throughout 2005 if amendments to the ELIHC were required.

If the Owner’s Certification form you submit does not include these items, SPECTRUM will be unable to accept the document.  If the correct document is not received by the due date (including any applicable extensions), noncompliance may be cited for submitting an incomplete owner’s certification.

--There has been a statutory change in the definition of income that will affect some properties.  Recently enacted federal legislation includes language that states “any financial assistance, in excess of amounts received for tuition, that an individual receives under the Higher Education Act of 1965, from private sources, or from an institution of higher education, shall be considered income to that individual, except that financial assistance described in this paragraph is not considered annual income for persons over the age of 23 with dependent children.”  The effective date of this change is 1/30/06.

In other words, except for people 24 or older with dependent children, annual income will include any money from scholarships and grants above the cost of tuition.  This would include any scholarships or grants that cover the costs of books and fees, as well as any housing costs.  This does not include work study or student assistance programs under the Bureau of Indian Affairs (which are still specifically exempted under federal law). 

--Effective immediately, CHFA requires that someone (a senior management agent or ownership compliance officer) sit with the SPECTRUM monitor throughout the file review portion of a site visit.  This has been a recommendation in the past.  This is to ensure that property owners/managers are aware of any and all procedural and potential compliance issues at the time they are discovered, as opposed to being informed when the initial report is received.  CHFA decided on this requirement after review of initial SPECTRUM reports and discussion with several LIHTC owners and managers.  For additional information on this, contact Edmund Campion, Jr., Senior Asset Manager, at CHFA.

REMINDERS:

As noted in the last email newsletter, there will be some delay in any initial or amended Forms 8823 being generated.  All states are having difficulty implementing new features to the document (notably automatic bar-coding) recently revised by the IRS.  SPECTRUM is working closely with several state agencies and the IRS to implement the new form and its features as quickly as possible.  CHFA has instructed SPECTRUM to hold any reports/letters that would accompany an 8823 until problems have been resolved.  As a result, all final reports stemming from a comprehensive compliance review will be delayed.  Also, all amended 8823s resulting from additional review (as specified in the 2005 QAP) will be delayed.  We apologize for the inconvenience.

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 with which property they are associated at info@spectrumlihtc.com.  They will be added to the list at the first opportunity.

If you have any questions you would like answered in the “Question and Answer” portion of future newsletters, please send them to either nmccoy@spectrumlihtc.com or info@spectrumlihtc.com with “Newsletter Question” as the subject line.

QUESTION AND ANSWER
Q:  We obtain utility allowance information from our local Public Housing Authority (PHA).  The PHA just revised the figures, and they are markedly higher.  When do we have to start using them, and what effect would this have on our rents?

A:  This question was recently asked of me during a site-visit that is part of the comprehensive compliance review.  Several PHAs are revising their utility allowance figures (some for the first time in several years) due to the dramatic increases in oil and gas costs over the recent months.

The first part of the question asks when do new utility allowance figures have to be in use.  The answer can be found in §1.42-10(c) of the Regulations.  According to the Regulations, any change in the utility allowance must be used within 90 days after the change.

Therefore, if the utility allowances figures changed 12/1/05, you would have 90 days from that date to use the new figures.

And now we turn to the second part of the question, which is a little more complex.  The answer, literally, is “it depends.”

If your gross rents (tenant-paid rent + utility allowance + required fees) is well below the maximum LIHTC rent, it will have no real effect on your rents, other than changing the figure on the Tenant Income Certification (TC-100).

If your gross rents are close to the limit, you may very well have to lower your rents in order to maintain compliance.  Let’s look at an example:

For the sake of this example, let us assume that the maximum gross rent for a 2-bedroom apartment is $800.  There are no required fees, tenant-paid rent is $700, and the utility allowance is $100.  The unit is currently in compliance, since gross rent ($700 + $100 +0) is not higher than the maximum rent ($800).

However, the utility allowance changes to $125, and you are required to use the new figures within 90 days.  If you do not lower your rents, you will exceed the maximum allowed ($700 + $125 +0 = $825 – above the maximum limit of $800).  In order to keep the unit rent-restricted under the Code, you must lower your rents by enough to keep the gross rent below the LIHTC limit.

Q:  Since you brought it up, can you go into a little more detail as to what happens during a “comprehensive compliance review?”

A:  Even though SPECTRUM has been the Authorized Delegate of CHFA for the past five years, there is still some confusion as to what is included in a compliance review.  Some are under the impression that the entire review is completed during a site visit.  This is not the case.

While the following summary won’t detail everything that SPECTRUM looks for, it will cover the procedure of a compliance review.  This is a distilled from the presentations given twice a year at CHFA offices in Rocky Hill, CT.  The presentations can be downloaded from our website at http://www.spectrumlihtc.com.

First, SPECTRUM will contact the property owner to schedule a compliance review.  Often, the owner will refer us to a management contact.  The initial contact will take place well before the review (always at least one week in advance, often two to six weeks before).  We will work with you regarding scheduling as much as we can, but remember that I have to visit from 15 to 20 properties each quarter, and the amount of time I can spend on the road doing site visits is limited.  It may not always be possible to schedule a property on the day of the owner’s choosing due to it not being viable, geographically speaking.  It’s not easy to do a review in Thompson (extreme NE corner of CT) the same day as a review in Stamford (extreme SW corner of CT).

Then comes the site visit itself.  At this time, the Physical Inspection and File Review will take place.  We will notify you immediately if there are any emergency (i.e., 24-hour) repair items or if there are any eligibility issues in any of the files we review.  At the end of the site visit, there is an “exit interview” that will summarize issues found during the Physical Inspection and File Review.  Time permitting, all minor issues found during the site visit will be detailed, as well.

NOTE:  It is very helpful to have someone familiar with the tenant files sit with the SPECTRUM monitor during the file review.  This way, all minor issues can be noted as they are found, and sometimes the site person can find/produce documents that can answer questions immediately.

This is not the end of the review process, however.  Once the monitor returns to the office, the longer part of the review begins.

Owner’s Certifications for the past few years will be reviewed and compared against other information gathered during the site visit, as well as cross-checked against other documentation previously submitted (unit history reports, for example).  Review of the unit history reports will also begin at this time.

The “desk review” portion of the compliance review is – by far – the longest part of a compliance review.  The unit history reports for the past few years are reviewed for late certifications, inconsistent reporting, Available Unit and Vacant Unit Rule violations, as well as almost a dozen other criteria.  The unit history report is also compared against information in the tenant files reviewed for consistency.  For new properties, they are also reviewed for information regarding the original qualified basis of the property.  (In older properties, the Qualified Basis Tracking Sheet is used to determine the original qualified basis.)  It is not uncommon for review of the unit history report alone to take several days in the case of larger properties.

From there, the initial report is sent to the owner, detailing any issues found in all items reviewed.  After the 30-day response period (plus any applicable extensions) has expired, the second, and final, report is written.  Forms 8823 are generated (if there are any noncompliance findings associated with the review) at that time.

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.
