Reviewed and Approved by the Executive Director

November 19, 2024
FOR ACTION

REQUEST

Approve the 2025 Qualified Allocation Plan for the Low-Income Housing Tax Credit
Program

FACTS

A. The Low-Income Housing Tax Credit (LIHTC) Program, created by the Tax
Reform Action of 1986, is intended to encourage the construction or rehabilitation
of low-income rental units. The regulations which govem this program are
contained in Section 42 of the Internal Revenue Code (IRC). The LIHTC Program
provides federal tax credits to qualified project owners who agree to maintain all
or a portion of a project’s units for low-income individuals or families. The State
of Hawaii created a state LIHTC which is equal to fifty percent of the federal tax
credit allocated to a project. The Hawaii Housing Finance and Development
Corporation (HHFDC) is designated as the agency responsible for the
administration of the federal and state LIHTC programs.

B. IRC Section 42 requires that each state housing credit agency allocated LIHTC in
accordance with a Qualified Allocation Plan (QAP).

C. The QAP sets forth:

1. The criteria to evaluate and allocate tax credits to projects which best meet
the housing needs of the State and preferences required by Section 42; and

2. The procedure to monitor projects for compliance with the provisions of
the LIHTC Program.

D. In accordance with IRC Section 42, the QAP must go through a public hearing
process.

E. The proposed 2025 QAP was presented at the September 12, 2024, HHFDC
Board of Directors meeting. The presentation included a summary of changes
between the approved 2024 QAP, the proposed 2025 QAP, and authorized a
public hearing to accept public comment.

F. The 2025 QAP is proposed to be effective for one allocation year. HHFDC
reserves the right to amend the QAP annually.

G. The Notice of Public Hearing was published on September 25, 2024, in the
Legal/Public Notices section of the Honolulu Star Advertiser, The Garden Island
Newspaper, West Hawaii Today, and the Hawaii Tribune Herald. The Notice of
Public Hearing was also posted on the HHFDC’s website.
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III. DISCUSSION

A. The proposed 2025 QAP is attached as Exhibit A.

Amendments, additions, and deletions to the QAP are proposed to update and
clarify criteria where needed and expand explanations and requirements where
necessary. A version of the 2025 QAP with the proposed changes from the 2024
QAP is attached as Exhibit B.

B. The following is a summary of the major revisions to the proposed 2025 QAP.

1. HILA.

2. IIL.B.

Registration and Current Application

Submissions must identify an entity as the Applicant. If awarded,
the Applicant (or an affiliate) will become a managing member or
general partner of the ownership entity.

Minimum Thresholds

II1.B.3.201H Approval. Removed as Minimum Threshold. Will
now be scored as a readiness criterion.

I11.B.4. Preliminary Engineering Report will be a required
submission for all new construction applications.

III1.B.12. Developer Fee. For 9% LIHTCs: Maximum Developer
Fee of $55,000 per unit or $4,750,000 (whichever is less) for New
Construction. For Rehabilitation projects (for both Existing
Buildings used for housing and Existing Buildings not used for
housing), maximum Developer Fee will be 40% of rehabilitation
hard costs or $4,750,000 (whichever is less). For 4% LIHTCs and
Bonds: 5% of net eligible basis, less total developer fee, plus
$55,000 per unit with no maximum for New Construction. For
Rehabilitation projects (for both Existing Buildings used for
housing and Existing Buildings not used for housing), Developer
Fee will be 40% of rehabilitation hard costs, with no maximum,
plus 5% of total acquisition cost up to a maximum of $750,000.

I11.B.13. Minimum Affordability Period. All owners will be
required to waive the right to request a qualified contract.

3. IT1.D. Criteria Points System

a.

Criterion 3. Reasonableness of Development Costs. Reduced total
point value from 16 to 12.

Criterion 4. Applicant’s Readiness. Increased total point value to
24 from 16.

Criterion 6. Developer Fee. Removed

Criterion 8. State/Local Government Support. Separate point
scoring opportunity into its own criterion.

Criterion 8. State/Local Government Owned Land. New scoring
criterion.
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f. Criterion 11. Developer and Property Management Experience.
Increased total point value to 6 from 10.

g Criterion 12. Length of Affordability Commitment. Added
“Perpetuity” as the highest scoring commitment period.

h. Criterion 13. Available and Minimum Unit Sizes. Added to
existing scoring criteria by defining minimum unit sizes. Increased
total point value from 3 to 5.

1. Criterion 15. Percentage of Income Targeted Units. The calculation
is simplified and adds consideration of the average income
minimum set-aside. Applications earn the maximum points for
either targeting 30% of units to 30% AMI or the equivalent mix of
designations.

i Average Income. New scoring criterion. Applications for
certain projects can indicate electing the third minimum
set-aside. Owners doing so must comply with three

HHFDC requirements.
iE Criterion 20. Waiver of Qualified Contract. Removed.
k. Criterion 20. Census Tracts with Concentrated Wealth. New

scoring criterion. Applicants score under this criterion based on the
percentage of families below the poverty rate in the Census tract
containing the project site. The score depends on the other
applications. The site in the tract with highest percentage receives
the maximum points.

L Criterion 21. Loan Repayment. New scoring criterion. Scoring is
based on repaying a Rental Housing Revolving Fund loan within
the affordable commitment period.

m. Criterion 22. State Conveyance. New scoring criterion. Scoring is
based on willingness to sell the property in the future to a state
government agency.

n. Criterion 23. Need for Rehabilitation. New scoring criterion.
Scoring is based on the extent to which an award would improve
residents’ quality of life.

C. A public hearing was conducted on October 25, 2024, to accept testimony on the
proposed QAP.

1. The following members of the public were present at the hearing in-
person, online and via telephone:

Ms. Sharon Oshiro, Young Adults in Transition

Ms. Alison Anderson, CREA, LLC

Ms. Angie Chapman, Office of Senator Stanley Chang

Mr. Keegan Flaherty, Ikenakea Development, LLC

Mr. Galen Fox, Church of the Crossroads

Ms. Sharon Har, The Michaels Organization

Mr. Monte Heaton, Highridge Costa Development Company

R Mo Ao op
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Ms. Denise Iseri-Matsubara, City & County of Honolulu, Office of
Housing

Ms. Makani Maeva, Ahe Group

Mr. Mohannad Mohanna, Highridge Costa Development Company
Mr. Hakim Ouansafi, Hawaii Public Housing Authority

Mr. Tai Pa, The Michaels Organization

Mr. Benjamin Park, Hawaii Public Housing Authority

Mr. Dean Sakata, Mark Development, Inc.

Mr. Scott Settle, Affordable Housing and Economic Development
Foundation

Mr. Mark Shelburne, Novogradac

Mr. Craig Watase, Mark Development, Inc.

Mr. Kali Watson, Department of Hawaiian Home Lands

Mr. James Weglarz, The Michaels Organization

Mr. Jesse Wu, Department of Housing and Urban Development

2 Written testimony regarding the proposed 2025 QAP was received from:
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bb.

dd.

Mr. Thom Amdur, Lincoln Avenue Communities

Ms. Audrey Awaya, Pacific Housing Assistance Corporation
Ms. Daintry Bartoldus, Hawaii State Council on Developmental
Disabilities

Ms. Susan Berk, Fuller Lives

Mr. Nathaniel Bossick, Rainbow Health, LLC

Mr. Kevin Carney, Affordable Housing Connections, LLC dba
AHC Hawaii

Mr. Stanford Carr, Stanford Carr Development

Ms. Ellen Carson, Hawaii Young Adults in Transition

Senator Stanley Chang, District 9, Housing Committee Chair
Mr. Matthew Cohen

Mr. Christopher Flaherty, 3 Leaf Holdings

Mr. Chris Fong, Tradewind Capital, Inc.

Mr. Patrick Gartside, Statewide Independent Living Council of
Hawaii

Mzr. Seth Gellis, CPP Housing

Mr. Jeff Gilbreath, Hawaii Community Lending

Ms. Carla Houser, Residential Youth Services & Empowerment
Mr. Patrick Hurney, Hope Services Hawaii

Ms. Carolina Jesus, Shelter of Wisdom

Mr. Paul Kobayashi, Catholic Charities Housing Development Corp
Ms. Makani Maeva, Ahe Group

Mr. Mohannad Mohanna, Highridge Costa Development Company
Mr. David Nakamura, Mutual Housing Association of Hawaii
Ms. Sandra Oshiro, Young Adults in Transition

Ms. Karen Seddon, EAH Housing

Mr. Reyn Tanaka, NAIOP

Ms. Patti Tancayo, Kalanianaole Development

Mr. Craig Watase, Mark Development, Inc.

Mr. James Weglarz, The Michaels Organization

Ms. Lynette Young-Pak

Department of Hawaiian Home Lands

D. Information from the public hearing can be found on the HHFDC website at:
https://dbedt.hawaii.gov/hhfdce/2025-hhfde-qualified-application-plan-gap-

landing-page/
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1. Written testimony: https://dbedt.hawaii.gov/hhfdc/files/2024/10/2025-
QAP-Public-Comments-COMBINED-updated-103024.pdf

The 2025 Funding Round timeline of events for the 9% LIHTC (volume cap) and
4% LIHTC (non-volume cap) is estimated as follows:

December 13, 2024 | Applications Available
February 14, 2025 Applications Due
June - August 2025 | Award Recommendations to HHFDC Board

IV.  RECOMMENDATION

That the HHFDC Board of Directors approve the following:

A.

B.

Attachments:

Prepared by:

Reviewed by:
Reviewed by:

Reviewed by:

Approve the Proposed 2025 QAP attached as Exhibit A.
Authorize the Executive Director to take all action necessary to effectuate the

purpose of this For Action.

Exhibit A — Proposed 2025 QAP
Exhibit B — Proposed Changes from 2024 QAP to 2025 QAP

S

Michael E. Doyle, Finance Specialist
Jay Y. Nakamura, Finance Specialist IT JN

David T. Oi, Finance Manager

=

Craig K. Hirai, Executive Assistant

Approved by the Board of Directors as

Circulated [ ] Amended
On November 19, 2024

Finance Branch

Please take necessary action.

L et
el
& Executive Director
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STATE OF HAWAII
LOW-INCOME HOUSING TAX CREDIT PROGRAM
2025 QUALIFIED ALLOCATION PLAN

L Introduction

The Low-Income Housing Tax Credit (LIHTC) Program is governed by Section 42 of the
Internal Revenue Code (IRC). The State of Hawaii created a State LIHTC which is equal to fifty
percent (50%) of the Federal LTHTC allocated to a project. The Hawaii Housing Finance and
Development Corporation (HHFDC) has been designated as the agency responsible for the
administration of both Federal and State LTHTC Programs for the State of Hawaii.

In accordance with Section 42 of the IRC, HHFDC developed this Qualified Allocation Plan
(QAP or “allocation plan™) which sets forth the criteria to evaluate and allocate LTHTC to
projects which best meet the housing needs of the State and preferences required by Section 42 of
the IRC, and the procedure to monitor for compliance with the provisions of the LIHTC Program.

This allocation plan is effective for reservations and awards of LIHTC for the calendar year 2025.
The QAP is subject to amendment by HHFDC Board of Directors.

In the process of administering the LIHTC and other programs, HHFDC will make decisions and
interpretations regarding the QAP and project applications. Unless otherwise stated, HHFDC is
entitled to the full discretion allowed by law in making all such decisions and interpretations.

o Application and Award Process

Applications for the LIHTC are available on the HHFDC website at
https-//dbedt. hawaii_gov/hhfdc/developers/consolidated-application-financing/

Applications for LIHTC must be submitted to HHFDC no later than the indicated deadline.
HHFDC may defer the consideration of any application if doing so in the best interest of meeting
housing needs.

HHFDC will rank complete and accepted applications in relation to others in the current funding
round. The amount of LIHTC reserved or allocated to a particular project will be limited to the
minimum HHFDC deems necessary to make the project feasible.

The allocation plan utilizes selection criteria to facilitate project ranking. The critenia are an
important component in determining project ranking but may not be the sole determining factor
for LIHTC awards. HHFDC also may consider other relevant factors that it deems to be m the
best interest of affordable housing for the State of Hawaii, including, but not limited to:

Development team experience and performance;
Financial condition and performance;

Related developments;

Development timing;

Tenant health and safety;

“At-risk™ conversions;

Housing inventory:

e

2025 Qualified Allocation Plan
Hawaii Housing Finance and Development Corporation Page 2

EXHIBIT A


https:/'/dbe<lt.han'au.gov/lihfdc/developers'consolidated-applic3tion-financing.'1

8. Affordable housing policies at the State and County levels;
9. Development and operating budgets; and
10. Market conditions.

o1 Threshold and Selection Criteria
Al Registration and Current Application:

1. Failure to comply with the requirements of this subsection II{A) by 9% LIHTC or
4% LIHTC applicants will result in immediate rejection of the application for the
corresponding application round. The Applicant also will be restricted from applying
for any HHFDC resources in the next HHFDC financing round following the
rejection date or twelve (12) months from the rejection date, whichever is longer.

t

Each application will identify one validly existing entity as the Applicant. Only the
identified Applicant will have the ability to make decisions regarding that
application. The Applicant may enter into joint venture or other agreements, but
HHFDC will not be responsible for evaluating those documents to determine the
relative rights of the parties. If the application receives an award, the Applicant or an
affiliated entity must become a managing member or general partner of the
ownership entity.

The Applicant must be registered to do business within the State of Hawaii and
provide evidence of such at the time of application along with a vendor compliance
certificate from the State of Hawaii Procurement Office.

3. After HHFDC s Board of Directors adopts a new, amended, or updated QAP,
HHFDC will not accept any applications for HHFDC resources until it issues a
Consolidated Application that takes into account the corresponding new, amended, or
updated QAP. HHFDC prohibits the submission of any prior versions or otherwise
unauthorized versions of its Consolidated Application. Only the Consolidated
Application posted for the current year’s funding round are acceptable.

B. Minimum Thresholds:

Applications must meet all of the following Minimum Threshold requirements to receive
consideration for an allocation or award of LIHTC.

Failure to meet any Minimum Threshold will result in the immediate rejection of the
application.

1. DMarket Study
Applications must include 2 Market Study which complies with Appendix 1.

2. Site Control
The Applicant or an affiliated entity must have control of the site in a form acceptable to
HHFDC and submit one of the following with the application: an executed lease or sales
option agreement, fee simple deed, executed land lease, or any other documentation
acceptable to HHFDC. Evidence of site control must be provided for all proposed sites.
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All lease terms must extend a minimum of five (5) years past the affordability
commitment period.

3. Project Readiness - All LIHTC applications
The proposed project must have the following discretionary approvals at the time of
application, as applicable (with supporting evidence and documentation satisfactory to
HHFDC).
* Zoning Approval’Compliance
* Special Management Area (SMA)
s Other approvals HHFDC deems necessary to determine the readiness of the project.

4. Engineering or Capital Needs Assessment

a. Applications for new construction must include a preliminary engineering report
{PER) for the sitework containing analysis of necessary water, sewer, drainage,
electrical, and roadway improvements which are needed for the development and the
following:

e scope of report;

e existing conditions (current state of project);

o evaluation of existing infrastructure and systems, including but not limited to site
conditions, drainage;
description of new proposed project;
cost estimates including engineering, construction, contingency and overall
project cost; and

* project timeline and schedule.

b. Applications for projects acquiring an existing property must include a capital needs

assessment by a competent third party identifying:

¢ deferred maintenance, physical needs and deficiencies, and material building
code violations that affect the property’s use, structural and mechanical integrity,
and future physical and financial needs;

¢ any work that must be completed immediately to address health and safety
issues, violation of Federal or State law, violation of local code, or any work
necessary to ensure that the building can continue to operate as affordable
housing.

All units need to be reviewed.

5. Plan and Cost Review (all applications)
Submit a certified cost estimate (plan and cost review) by an independent, third-party
construction estimator (with a minimum of 5 years’ experience) for rehabilitation and
vertical construction based on a preliminary design.
The plan and cost review should review the following key elements:

a. Cost— Are the costs appropriate for the project?

b. Constructability — Are the plan adequately detailed and well designed so that the
project will not run into excessive change orders?

¢. Contingencies — Is there an adequate contingency amount for contingencies that arise
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during construction?

6. Public Housing Waitlist/Homeless Services Programs
The Applicant will certify that all low-income units will be made available to people on
the warting list for low-income public housing andfor an acceptable shelter program.
Applications must include the following (refer to exhibit list):

a.

b.

Public Housing Waitlist/Homeless Services Certification.

Copy of the letter submitted to the local public housing authority which administers
the public housing waiting list.

Copy of the letter submitted to the Department of Human Services, Homeless
Programs Office.

7. Smoke Free
All projects will be smoke free. Owners must submit a certification that it will prohibit
smoking in all indoor common areas, individual living areas (including balconies and
lanais), and within 25 feet of building entries or ventilation intakes. A non-smoking
clause must be included in the lease for each household.

8. Contractor Profit Limitation

a.

Contractor’s profit, including general requirements and overhead, shall not exceed
14.0% of hard construction costs.

Contractor General Requirements include insurance, security, fencing, etc.

The Project will evidence compliance with this section at application through the
Consolidated Application.

The Project will evidence compliance with this section at project completion through
the audited final cost certification.

The contractor profit limitation is a requirement of the developer and the contractor.
Contractor Profit Percentage is calculated as follows:

i Contractor Profit (numerator) is the sum of the following items:
Site Work: Contractor Profit

Site Work: Contractor Overhead

Site Work: Contractor General Requirements

New Building/Rehabilitation: Contractor Profit

New Building/Rehabilitation: Contractor Overhead

New Building/Rehabilitation: Contractor General Requirements

® 6 @ o @

ii.  Construction Costs (denominator) is the sum of the following items:
+  Site Work: Cost
» New Building/Rehabilitation: Cost
¢ Excluding Contractor Profit for Sitework and New Building'Rehabilitation
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i1, Contractor Profit Percentage is Contractor Profit divided by hard Construction
Costs and shall not exceed 14.0%

1v.  Ifthere are multiple prime contractors, each contractor’s profit, including
general requirements and overhead, may not exceed 14.0% of the hard
construction costs for that contract.

9, Debt Service Ratio

a. Projects with hard debt service requirements with or without an application for an
RHRF Project Award Loan must evidence a Debt Service Ratio of no less than 1.15x
on all hard debt service requirements for the duration of the initial 15-year LIHTC
compliance period. Applicants may underwrite an RHRF Project Award based on
required terms, including cash flow contingent payments.

b. Projects with no hard debt service requirements and applying for an RHRF Project
Award Loan must evidence a Debt Service Ratio of no less than 1.15x on the
requested RHRF loan for the duration of the amortization period. The Applicant is
required to use the following assumptions in uaderwriting the RHRF loan:

i Interest Rate: Long-Term Applicable Federal Rate in effect for the month the
Conselidated Application is released.

.  Amortization: Full Amortization over 35 vears.

c. Projects with no hard debt service requirements and not applying for an RHRF
Project Award Loan must evidence positive Net Operating Income throughout the
affordable commitment period indicated in the Consolidated Application.

d. Hard Debt Service:

i Defined as scheduled regular and periodic principal and/or interest payments of
project loan obligations made for its direct benefit, as evidenced by a note and
loan agreement.

ii.  The Applicant is required to support all hard debt service loans and terms with
executed lenders” commitment letters, letters of interest, or term sheets under
the Consohdated Application.

e. Applicants must use the following parameters and assumptions in preparing the
Operating Proforma of the Consolidated Application:

i Annual Income Inflation Rate of 2.0% and Annual Expense Inflation Rate of
3.0% for the first 15 years or term of the first mortgage, whichever is greater.

i, Annual Income Inflation Rate of 2.0% and Annual Expenses Inflation Rate of
2.0% for the remaining term of affordability.

1. Vacancy Rate of no less than 5.0%.
iv.  Annual Replacement Reserve Allocation of no less than $300 per unit per vear
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with an Annual Inflation Rate of 3.0%.

10. Phase I Environmental Assessment
Required for all applications, dated within one (1) year of the application deadline. For
acquisition‘rehabilitation projects, the Phase I Environmental Assessment should address
lead-based paint and asbestos.

11. Proof of Non-Profit Status
If applying under the Federal non-profit set aside, submit the following:

a.  Articles of Incorporation; and
b. Copy of a current 501(c)(3) IRS Tax Exemption Letter
12. Developer Fee

a. Total Developer Fee includes developer fee, developer overhead, management fee,
consultant fee, etc. (as indicated in the Developer Fee section of the Consolidated
Application). Exceeding the threshold below results in immediate rejection of the
application.

b. 9% LIHTCs:

i New Building — maximum total developer fee of $55.000 per unit or $4,750,000
{whichever is less).

ii.  Existing Building (For both Existing Buildings used for housing and Existing
Buildings not used for housing) — maximum total developer fee of 40% of the
rehabilitation hard costs (defined in Exhibit B-1 of the Consolidated
Application) or $4,750,000 (whichever is less).

c. 4% LIHTCs and Bonds:
Add the following amounts to the calculations above. The $4,750,000 alternative
maximum does not apply.

i New Building — five percent (5%) of net eligible basis, not including DDA/QCT
boost, less total developer fee.

ii.  Existing Building (For both Existing Buildings used for housing and Existing
Buildings not used for housing) — five percent {5%) of total acquisition costuptoa
maximum of $750,000.

13. Minimum Affordability Period

a. Applicants requesting an award of LIHTCs must commit to 2 minimum affordability
period of 45 years.

b. Acquisition'Rehabilitation of an Existing Building used for housing: affordability

period must also exceed any pre-existing affordability period by no less than 30
vears.
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¢. All owners will waive their right to request a qualified contract.
14. LIHTC Developer Experience

3. Minimum of one (1) LIHTC project placed in service by the Applicant or an
affiliated entity. A LIHTC project that was placed in service in which the Applicant’s
consultant had a contractual obligation with the Project Owner throughout the
construction/rehabilitation period and continues to participate in the management of
the project throughout the extended use period (as defined and required by IRC
section 42(h)(6)(D))), may satisfy the LIHTC developer experience requirement,
subject to the submission of supporting documentation.

b. Minimum of one (1) LIHTC project cutrently managed by the Management Agent.

C. Low-Income Housing Tax Credit project financed with Tax-exempt Bonds:
Applicants may apply for an allocation of LIHTC with either
& 3 commitment to issue private activity bonds from a state or local government, or
e an application for Private Activity Tax-exempt bonds from HHFDC.

Applicants requesting LIHTCs must submit all documentation required in the application
and will be subject to all feasibility reviews, but are not subject to scoring under the
Criteria Point System.

D. Criteria Point System:
Each application will be evaluated and awarded points in accordance with the following
criteria. Unless otherwise indicated, all references to low-income unit(s) or low-income
rental unit(s) shall mean LIHTC unit(s).
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Criterion 1. LIHTC and HHFDC Resource - Efficiency and Leveraging 0 to 10 points

1A - LIHTC and HHFDC Resources Efficiency 0 to 5 points
Applicants score under this criterion based on the ratio of HHFDC resources (LIHTC,
RHRF, DURF, or any other Permanent Financing provided by or through HHFDC) over
the number of LTHTC units as follows:

[(Federal LIETC Request x 10) + HHFDC Permanent Financing Request]
Number of LIHTC Units

The applicant with the lowest ratio receives 5 points, the applicant with the highest ratio
receives O points, and those with ratios between the highest and lowest receive a
proportional number of points based on their proximity to the lowest ratio. A project’s
score depends on the ratio of other projects in its application round.

1B - LIHTC and HHFDC Resources Leveraging 0 to 5 pomnts
Applicants score under this criterion based on the ratio of HHFDC resources requested
{LIHTC, RHRF, DUREF, or any other Permanent Financing provided by or through
HHFDC) over total project cost as follows:

[(Federal LIHITC Request x 10) + HHFDC Permanent Financing Request]
Total Project Cost

The applicant with the lowest ratio receives 5 points, the applicant with the highest ratio
receives 0 points and those with ratios between the highest and lowest receive a
proportional number of points based on their proximity to the lowest ratio. A project’s
score depends on the ratio of other projects in its application round.

Criterion 2. County Income Adjuster 0 to 2 points

Applications receive points under this criterion based on the MTSP income limits as
determined by HUD for the county in which the project is located.

HHFDC will use the 60%, 4-person income limit for determining point allocations
between the counties as follows:

County based points are 0 to 2 rounded to the nearest hundredth (0.00) based on the
lowest income limit. The county with the lowest limit receives 2 points while the county
with the highest income limit receives ¢ points. Points for the remaining counties are
based on their proximity between the highest and lowest income limits. Please see
example below based on the 2021 income limits.
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Honelulu Hawaii Kauai Mau
2021 MTSP Income Limit (4 person/60% AMGT) 71.480 31,360 61,140 61,980
Lowest Income Limzt (31360 (513603 (513600  (51.360)
Project’s Difference from Lowest Ratio 20,120 - 8.780 10,620
Pange Between Hichest and Lowest Ratio 20,120
Maximum Ppoints Available 2
Range Value Per Pomt 10,060
Project Points Available 2.00 2.00 2.00 2.00
(Project's Difference / Ranze Value Per Point} (.00 - 6.9 (1.06)
Net Points Scored - 2.00 1.03 0.94
Criterion 3. Reasonableness of Development Costs 0 to 12 points

A Existing Building used for housing projects receive zero (0) points. New Building
projects and Existing Buildings not used for housing will be ranked and scored as

follows:

1. Projects will receive 0 to 6.0 points (rounded to the nearest 0.00) based on the

lowest and highest total development cost per residential square foot (total gross

square feet of the residential and manager units).

« The project with the lowest total development cost per residential square foot

will recetve 6.0 points.
» The project with the highest total development cost per residential square
foot will receive 0 points.

« Other projects will receive a percentage of the 6.0 points based upon where

the subject project’s cost falls among the range of costs (highest cost less
lowest cost).

« For example, a project whose cost is 25% of the way from the lowest cost to

the highest cost will receive 75% * 6.0 = 4.5 points, and 2 project whose cost
A 3

is 75% of the way from the lowest cost to the highest cost will receive 25%

6.0 =1.5 points.
» The formula used is (subject to correction of any typos). = (1 - ([Subject
Project’s cost] — [Lowest Cost]) / ([Highest Cost] — [Lowest Cost])) * 6.0.

2. Projects will receive 0 to 6.0 points (rounded to the nearest 0.00) based on the
lowest and highest total development cost per usnit.

« The project with the lowest total development cost per unit will receive 6.0

points.
« The project with the highest total development cost per unit will receive 0
points.

o Other projects will receive a percentage of the 6.0 points based upon where

the subject project’s cost falls among the range of costs (highest cost less
lowest cost)

* The example and formula are the same as listed above for the cost per square

foot.

B. Total development costs of mixed-use projects with substantial non-residential use
{including public and commercial uses) with its own non-HHFDC financing, may be

evaluated without the non-residential component by proportionately reducing the
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total development costs based upon the gross floor area of the non-residential, and
excluding the gross floor area of the non-residential use from the gross building area.
For mixed income projects with a substantial number of units not being financed by
LIHTC, the cost and area of these units may be discounted if the applicant can
provide a clear and reasonable cost breakdown for the units ot considered affordable
under this program.

Criterion 4. Applicant’s Readiness 0 to 24 points

Identification of serious issues in need of resolution for the project to proceed in a timely
manner and the ability of the Development Team to resolve these issues such that the
development of the Project will commence in a timely manner. (For example, lack of
adequate financing sources; land use and zoning issues; or utility, water, and sewer
availability )

A Is the project schedule reasonable for the proposed development? Are there any
unresolved development issues, e.g., are there restrictions on water or sewer
availability? Are there any issues with the project budget (e.g., is it adequate)? (8
points)

B. Are there any discretionary approvals outstanding Chapter 343, HRS environmental
requirements, land use/zoning including Chapter 201H exemptions, and other
necessary discretionary approvals. (max of 8 points)

C. Are there any ministerial approvals outstanding {e.g., subdivision)? Have the
construction drawings been completed and under review by the approving agencies?
For existing projects, have all the necessary studies been completed (e.g.. hazardous
waste assessments)? (8 points)

Criterion 5. Tenant Services and Amenities 0 to 4 points
Tenant services and amenities that will enhance the livability of the project.

Criterion 6. Project-Based Rental Assistance Subsidies 0 to 4 points
Project will be receiving, for the first time, project-based rental assistance subsidies for at
least half of the units which would result in eligible tenants paying approximately 30% of

their gross monthly income towards rent. Eligible programs include, but are not limited
to, the Rural Development 515 Loan Program and HUD Section § project-based Rental

Assistance Program
If the answer to the question is NO 0 points are awarded
If the answer to the question is YES 1 to 4 points are awarded

If all the units have project-based subsidies, then the application eamns 4 points. If only 2
portion of a project has project-based subsidies, then the scoring will be adjusted based
upon the percentage of units subsidized. The percentage is derived as “Number of
Subsidized Units / LIHTC and non-LIHTC subsidized units.” provided they are
developed simultaneously.
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Criterion 7. State’Local Government Financing 0 to 5 points

The project will be receiving a permanent below market loan or grant from a State or
local governmental agency other than HHFDC or a lease from a government agency
{(including HHFDC).

The project has received a commitment for a permanent below market loan, or

grant, or a commitment of at least $10.000 but less than $80,000 per unit. A

copy of a commitment letter, government action or contractual agreement must

be included in the application. 2 points

The project has received a commitment for a permanent below market loan, or

grant, or a commitment of more than $80.000 per unit. A copy of a

commitment letter, government action or contractual agreement must be

included in the application. 3 points

Criterion 8. State/Local Government Owned Land 0 to 5 points

The project has received a lease from a government agency (including HHFDC)
on property owned prior to the application date. Property acquired by the
government agency after the application date will not be eligible to receive points
under this criterion.

Criterion 9. Energy Efficiency and Green Building 0 to 4 points

Projects which promote smart growth, energy. and water conservation, operational
savings and sustainable building practices in affordable housing design may be awarded
up to 4 points as follows:

Projects can score points in only one category. If an Applicant attempts to elect more than
one category, the project shall not receive any points in this criterion.

Applicants must submit a certification from the architect confirming that the Project can
meet the required building standards for the category selected below (refer to exhibit list
of the Consolidated Application). For example, if an Applicant selects LEED Gold, the
architect must certify that the Project can meet the LEED Gold standard. If the
certification is missing or if it does not reconcile with the Applicant’s election, the
Project will not receive any points in this criterion.

National Green
E ise USGBCLEED Building
EPA Energy Green for Homes - v4 Standard
Star v3 Commmumnities HD & C {NAHB) No. Poinits
x Certified Certified Bronze 1
Silver Silver 2
Gold Gold 3
Platinum Emerald 4
http://www.energystar. gov/index cfm?c=new homes hm index
2025 Qualified Allocation Plan
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Upon completion of the project. owners must submit a certification from either the
appropriate regulating entity or the Project architect confirming that the Project has met
the standard selected. Failure to provide the certification may result in forfeiture of the
good faith deposit.

Criterion 10. Project Location and Market Demand 0 to 6 points

The points awarded will be based on HHFDC's evaluation of factors such as, but not
limited to the Project being located in a county’s urban core/district (preference) versus
rural district and is accessible to employment opportunities and shopping; and
recreational, medical and educational facilities are located in the immediate vicinity of

the project site.
Located in a County’s urban core | 3 points
Located in an urbamzed area 2 points
Located in 2 master planned community 1 point
Located in a rural district in proximity to employment 1 pont

opportunities and medical and educational facilities

Project may earn up to 3 additional points for availability | 3 points
of a mass transit station/stop within 0.5 miles. For Oahu,
projects may earn 3 points for being within 0.5 miles of a
rail transit station or a bus stop with peak bus service of at
least 5 buses per hour, or 1.5 points for being within 0.5
miles of a bus stop with any level of service frequency.
For neighbor islands, projects may eam 3 points for being
within 0.5 miles of a bus stop with peak bus service of at
least 3 buses per hour, or 1.5 points for being within 0.5
miles of a bus stop with any level of service frequency.

Criterion 11. Developer and Property Management Experience 0 to 10 points
Applicants receive scores for this criterion based on the following:

A. The development team (inclusive of its general partners, co-developers,
management agents, and other members/agents) demonstrating the ability to
meet all terms, conditions, and requirements set forth in the application
materials will be awarded up to 6 points. Any applications submitted to
HHFDC within the previous five-year period may be considered when
awarding points for this criteria.

B. Number of LIHTC projects placed in service by the Applicant or an affiliated
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entity. The number of LIHTC projects placed in service in which the

Applicant’s consultant that had a contractual obligation with the Project

Ovwmer throughout the construction/rehabilitation period continues to

participate in the management of the project throughout the extended use

period (as defined and required by IRC section 42(h)(6)(D)). may be
inchuded in the scoring of this Criterion, subject to the submission of

supporting documentation.
Projects Placed in Service Points
None 0
1-3 Q.5
&+ 1

. Number of LIHTC projects placed in service in Hawaii, without extensions,
additional HHFDC resources, or other accommodations, by the Applicant.
{HHFDC may elect to award points despite having granted an
accommodation) The number of LTHTC projects placed in service in which
the Applicant’s consultant that had a contractual obligation with the Project
Owmer throughout the construction / rehabilitation period and continues to
participate in the management of the project throughout the extended use
period {as defined and required by IRC section 42(h)(6)(D)). may be
included in the scoring of this Criterion, subject to the submission of
supporting documentation.

Projects Placed in Service Points
None 0
1-3 0.5
4+ 1

D. Number of LIHTC projects managed by the Management Agent.

Projects Managed Points
None 0
1-5 0.5
6+ 1

E. Number of LIHTC projects located in the State of Hawaii managed by

the Management Agent.
Projects Managed Points
None 0
1-3 0.5
4F 1

Criterion 12. Length of Affordability Commitment

0 to 7 points

Applicants shall receive points for committing to an additional use period beyond the
minimum “extended use period” as defined and required by IRC section 42{h)(6)}(D). The
election will be recorded in the Restrictive Covenant Document.

2025 Qualified Allocation Plan
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Points will be awarded based on the following:

Total Extended Use Period (Total Points
Length of Affordability Commitment):

Perpetuity 7 points
61 years or more 3 points
55 to 60 years 4 points
50 to 54 years 3 potnts
45 1o 49 years 2 points

Applicants electing perpetual affordability for their project must submit an additional
exhibit detailing a comprehensive plan for funding reserves and necessary capital
improvements. The plan must outline strategies to secure sufficient capital throughout the
project’s useful life and beyond, without relying on additional HHFDC resources. It
should include a detailed financial projection to support the property’s long-term physical
and financial sustainability..

Criterion 13. Available and Minimum Unit Sizes 0 to 5 points
An Application will receive up to 3 points if it elects to provide affordable housing that

provide larger units which are available to individuals with children or large families
according to the following schedule:

20% or more of the total units are 1-bedrooms 1 point
20% to 39% of the total units are 2-bedrooms or larger 1 point
40% or more of the total units are 2-bedrooms or larger . 1point

For all new construction applications, compliance with the minimum unit sizes below
will result in 2 points. The meassrements below will be only for square footage which is
exclusively for the use of that unit and is fully enclosed, conditioned, and secured,
measured interior finish face of wall to interior finish face of wall, and does not include
exterior wall square footage. Unconditioned, unenclosed, or unsecured areas such as
lanais, patios, decks, porches, stoops, or unattached storage rooms cannot be included.

Studio 300 square feet

1BR 360 square feet

2BR 520 square feet

3BR 720 square feet

4BR 880 square feet

Criterion 14. Special Housing Needs 0 to 2 ponts
Projects will provide housing for tenant populations with special housing needs.

For the purpose of this QAP, “special housing needs” mean persons receiving a disability
source of income, a survivor of domestic violence, frail elders, or individuals

2025 Qualified Allocation Plan
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experiencing homelessness.

Projects may receive up to 1 point for the criterion if it commits to provide services that
will enhance the livability of the project for tenant populations with special housing
needs. The point awarded is based on the quantity and quality of services provided as
well as the status of commitment to such services. The maximum points will be awarded
only to Applicants that have an executed commitment to serve this project by a third-
party service provider or if Applicant or owner is an experienced provider of the
proposed services.

All such services shall be optional to the tenant and shall be provided at no additional
cost to the tenant.

Projects must demonstrate the feasibility of providing these services throughout the
compliance period as part of its application. The owner shall certify the feasibility of the
services provided in the application accompanied by supporting documentation during
the compliance period.

The Market Study must include an analysis of market demand for tenants with special
housing needs.

Projects that commit to providing housing for tenant populations with special housing
needs will be required to have those units occupied by the special housing needs tenants.
The Declaration of Restrictive Covenants for Low Income Housing Credits will restrict
the occupancy of the specified units to special housing needs tenants for the duration of
the committed affordability period. For example, if a project commits 10 of the 60
LIHTC units for special housing needs tenants, those units shall be occupied at all times
by a special housing needs tenant. The unit shall remain vacant until a special housing
needs tenant occupies the unit regardless of whether there is a waitlist for the project for
the other remaining units.

Criterion 15. Percentage of Income Targeted Units 0 to 10 points

Applicants receive points by providing a preference to lower income tenants in
accordance with the table below.

Applications will earn up to ten (10) points based on agreeing to comply with the

applicable limits in the matrix below. In order to receive points, the application must

reflect one sef-aside election (average income or “original” minimum set-aside (i.e., 40%

at 60% or 20% at 50%) and meet the criteria below for the selected set-aside.

» For average income, the percent shown is the average AMI among the units’
designations.

» For an original minimum set-aside, at least 30% of the units must be affordable to
and occupied by households at the AMI shown.

2025 Qualified Allocation Plan
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MINIMUM SET-ASIDE ELECTION

Average Income 30% i Origmal @)

30%
6 54% 40%
2 57% i 55000

Criterion 16. Involvement of a Qualified Non-Profit Organization 0 or 2 points

Project involves a Qualified Non-Profit Organization as defined in Section 42 IRC and
will elect to receive an allocation from the non-profit set-aside. The Qualified Non-Profit
Organization is to own an interest in the project (directly or through a partnership) and
materially participate (within the meaning of Section 469(k) IRC) in the development and
operation of the project throughout the Extended Use Period.

In addition, HHFDC requires the following for the project to score points in this

Criterion:

A. Submission of the Articles of Incorporation of the Qualified Non-Profit
Organization

B. Copy of a current 501(c)(3) IRS Tax Exemption Letter for the Qualified
Non-Profit Organization

C. Most recent Treasury Form 990 with all supporting documentation, as filed
with the IRS

D. The Qualified Non-Profit Organization is required to have a physical office
in the State of Hawaii

E. Submission of a valid Certificate of Vendor Compliance for the Qualified
Non-Profit Organization indicating the entity is “compliant” or “exempt”.

F. One of the exempt purposes of the Qualified Non-Profit Organization
includes fostering low-income housing as indicated by Section 42 IRC.

Criterion 17. Opportunity for Home Oumership 0 or 1 point

Project is offering tenants an opportunity for home ownership. The owner will offer
tenants a right of first refusal to acquire the property in accordance with Section 42(1)(7)
of the Code. To receive consideration for the criterion, the Applicant must provide a
feasibility analysis addressing the tenant’s ability to purchase the project and a plan
discussing how the project will offer the units for homeownership to tenants.

If the answer to the question is NO 0 points
If the answer to the question in YES 1 point
Criterion 18. Qualified Census Tract 0 or 1 point

Project is located in a Qualified Census Tract. The project will redevelop existing
housing which contributes to a concerted community revitalization plan as determined by
HHFDC.

2025 Qualified Allocation Plan
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If the answer to the question 1s NO 0 poits

If the answer to the question in YES 1 point
To receive consideration for this criterion, the Applicant must provide an explanation on
how this project is in compliance with such plan and its benefit to the overall community

and a letter of interest or a binding agreement with the government agency administering
the community revitalization plan.

Criterion 19, Historic Nature 0 or 1 pount

Historic Nature. The project will preserve the historic nature of an existing building.
Preservation of building(s) on a national or state historic registry will receive 1 point.

If the answer to the question 1s NO 0 points
If the answer to the question in YES 1 point
Criterion 20. Census Tracts with Concentrated Wealth 0 or 1 pont

Applicants score under this criterion based on the percentage of families below the
poverty rate in the Census tract containing the project site. The score depends on the
other applications. The site in the tract with

» the lowest percentage receives 1 point

» highest percentage receives 0 points.
Those between the highest and lowest will receive a proportional number of points based
on their proximity to the lowest ratio. In the event a project will have buildings in
multiple tracts, the calculation will be based on the one with the highest percentage.

Criterion 21. Loan Repayment 0 or 1 point

Applications involving full repayment of a Rental Housing Revolving Fund loan within
the committed RHRF affordability period will earn 1 point. Applications not requesting
RHRF will receive 1 point.

Criterion 22. State Conveyance 0 or 1 point

Applicants will eam 1 point for agreeing to offer to sell the project to a state agency for
fair market value (as determined by a third-party appraisal), subject to commercially
standard terms, no later than three years before the end of the Section 42 extended use
period. The agreement will be reflected in the Declaration of Restrictive Covenants.

Criterion 23. Need for Rehabilitation -2 to 2 points
HHFDC will award between -2 and 2 points based on its determination of how much the
rehabilitation which will materially improve residents” quality of life (the extent of

change between current conditions and results after completion). New Construction
projects will receive 0 points.
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Y.

Rights of HHFDC

HHFDC may disapprove or defer consideration of any application or project for any LIHITC
reservation or allocation, regardless of ranking under the criteria and point system in this
allocation plan.

HHFDC may (i) hold back a portion of the annual state and federal housing credit ceiling for use
during later reservation cycles, (if) carry over a portion of the current year’s housing credit ceiling
for allocation to a project which has not yet been placed in service, and (1it) under certain
conditions, issue a forward commitment for up to 25% of the next year’s housing credit ceiling.

HHFDC is required under Section 42 of the IRC to allocate only the minimum amount of LIHTC
required to make a project feasible. HHFDC may, at the time of issuance of the IRS Form(s) 8609
for the project, decrease the amount of LTHTC allocated to a project based on the actual cost and
financing of the project.

Compliance with Commitments and Representations:
1. Projects and Applicants receiving an award of LIHTC are required to comply with their
commitments and representations made under the QAP and Consolidated Application.

3]

HHFDC shall verifiy compliance of the Project and Applicant during its review of the
Form 8609 request. The review shall include, but is not limited to, the following:

a. Compliance with Contractor Profit and Developer Fee Limitations determined via the
audited cost certification.

b. Completion of project improvements in accordance with plans and specifications
determined via architect certification.

¢. Compliance with Green Building and Energy Efficiency commitments determined
via architect certification or certificate issuance by the appropriate regulating body.

3. The failure of the Project and Applicant to meet the commitments and representations
may result in forfeiture of the entire 10% Good Faith Deposit collected during acceptance
of the LIHTC Carryover Allocation or Reservation.

HHFDC in no way represents or warrants any interested party which may nclude, but is not
limited to, any developer, project owner, irvestor or lender that the project is, in fact, feasible or
viable.

No member, officer, agent, or employee shall be personally liable conceming any matters arising
out of, or in relation to, the reservation or allocation of the LIHTC.

Fees

The following fees are associated with the LIHTC program. HHFDC may adjust the fees due to
changing circumstances annually each January 1. All fees must be paid via cashier’s check and
made payable to the Hawaii Housing Finance and Development Corporation.

Application Fee
An application fee is payable to HHFDC at the time of submission of the application.
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Good Faith Deposit
A good faith deposit of ten percent (10%) of the first year’s federal LTHTC reservation is payable

at the time the executed binding agreement is submitted to HHFDC. Upon allocation and issuance
of the IRS Form 8609, HHFDC will retain eighty percent (80%) of the good faith deposit as an
administrative fee. The remainder of the good faith deposit may be refunded to the Applicant.
Failure by Owner to meet any of the representations made in the scoring criteria at the time of
application will result in HHFDC retaining the entire good faith deposit.

Compliance Monitoring Fee
Please refer to Section V1. Compliance Monitoring Plan.

Compliance Monitoring Plan
HHFDC Low-Income Housing Tax Credit Compliance Manual is available at
https:¢/dbedt. hawait gov‘hhfde!

A, Summary

HHFDC will monitor compliance with all applicable Federal and State Program
requirements for the period a project is committed to providing low-income rental units.
HHFDC will require that all qualified tenants of a project be certified upon occupancy
and be re-certified annually to ensure compliance. Projects must maintain copies of the
income certification for each tenant on forms approved or provided by HHFDC. Projects
also must maintain records regarding number of rental units (including number of
bedrooms and size of square footage of each bedroom); percentage of rental units that are
fow-income vnits; rent charged on each rental unit including utility allowances;
documentation regarding vacancies in the building; eligible and qualified basis of the
building at the end of the first year of the credit period, and at the end of each year until
required set-asides are met; and character and use of the nonsesidential portion of the
building that is included in the building’s eligible basis, all in accordance with federal
rules. HHFDC may perform an audit annually but, at a minimum, once every three years,
and shall have access to all books and records upon notice to the project owner.
Annually, owners of LIHTC projects will certify to HHFDC that for the previous year,
the minimum set-aside requirement was met; there was no change in the applicable
fraction, or an explanation if there was a change; appropriate income certifications and
documentation have been received for each low-income tenant; each low-income unit
was rent-restricted in accordance with IRC Section 42; all units were for use by the
general public and used on a non-transient basis (except for transitional housing for the
homeless as provided for in IRC Section 42); each building was suitable for occupancy,
taking into account local health, safety and building codes; there was no change in the
eligible basis in the project, or an explanation if there was a change; all tenant facilities
included in the eligible basis were provided on a comparable basis without charge; rentals
of vacancies were done in accordance with IRC Section 42; rentals of units were done in
accordance with IRC Section 42 if any tenant’s income increased above the limit allowed
by IRC Section 42; and a Restrictive Covenant document was in effect for the project, for
those buildings receiving credits after 1989, all in accordance with federal rules.

If HHFDC becomes aware of non-compliance, it will notify the IRS in accordance with
its rules.

B. Compliance
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Owner/Alanager Training

Owmers, managing agents, and on-site managers should attend or document that they
have recently attended training on management and compliance prior to leasing any units,
but no later than receipt of IRS Form 8609, which certifies an allocation of LIHTC.
Training may be required following significant or repeated noncompliance events. At
minimum, such training should cover key compliance terms, qualified basis rules,
determination of rents, tenant eligibility, file documentation, next available unit
procedures and unit vacancy rules, agency reporting requirements, record retention
requirements, and site visits.

Set Aside and Average Income
The project must comply with one of the low-income minimum set-aside requirements of
Section 42 IRC as chosen by the owner at the time of receiving the credits.

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, as directed by the
Internal Revenue Code.

Only new construction and rehabilitation projects not subject to an existing LIHTC
Declaration of Restrictive Covenants are eligible to elect the average income mintmum
set-aside. Applicants must comply with the following:
« The designations for any bedroom type cannot exceed 60% of area median income.
» The project cannot contain unrestricted, market rate units.
» Owners of projects with more than one building must select that each is part of a
multiple building set-aside on line 8b in Part I of IRS Form 8605.

Rent

Units in the project must be rent-restricted to either thirty (30) percent of the median
income adjusted for family size for the area in which the project is located or rent-
restricted to thirty (30) percent of the imputed income limitations based on unit size. This
rent restriction must be maintained throughout the Term of the Compliance and Extended
use peniod.

Minimum Term of Compliance

Projects receiving a LIHTC allocation after January 1, 1990, must comply with eligibility
requirements for the extended use period [initial 15-year period (compliance period), in
addition to the 15 or more years (additional use period)] determined by elections
indicated in the Restrictive Covenant Document. The Restrictive Covenant Document
must be recorded before credits are allocated.

Annual Certification

Summary must be certified annually by the owner through the submission of the Annual
Report. The Annual Report includes the Owner’s Certificate of Continuing Program
Compliance and shall be submitted by February 1 of each year throughout the
compliance/extended use period.

Records Retention

The Annual Report and the supporting documentation verifying the information on the
Annual Report must be kept for a minimum of six (6) years after the due date (with
extensions) for filing the federal income tax return for that year. The records for the first
vear of the credit period, however, must be retainied for at least 6 years beyond the due
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date (with extensions) for filing the federal income tax return for the last year of the
compliance period of the building, in accordance with published IRS guidelines.

The IRS allows electronic storage of records. However, HHFDC encourages the retention
of hard copies of the first year’s records.

IRS Form 8609
The owner shall complete Part II of the IRS Form 8609 and submit it with subsequent
Annual Report.

Qualified Basis Tracking Sheet (QBTS)

This form shall be submitted annually until the required set-asides are established.
Documents will provide information on original tenants qualifying each building for
LIHTC minimum set-asides, and other set-asides.

Status Reports

This report is to be submitted annually by owners in such format as required by HHFDC
or its Authorized Delegate to document and track the continuous compliance of LIHTC
units. The documents report data that tenants are income eligible at move-in, that
occupants of LIHTC units are re-certified at least on an annual basis, and that the unit
rents are restricted. Documentation will also indicate compliance with the vacant unit rule
and 140% mule. The tracking of LIHTC units substantiates the maintenance, increase or
reduction of the qualified basis for cach Building Identification Number (BIN).

C. Qualifying Households

Applicants for low-income units should be advised early in their initial visit to the project
that there are maximum income limits which apply for these units. Management should
explain to the tenants that the anticipated income of all persons expecting to occupy the
unit must be verified and included on a Tenant Income Certification (TIC) prior to
occupancy, and re-certified. Applicants should be informed of other IRS requirements
such as the Student Rule and Recertifications.

Unborn Children

In accordance with the HUD Handbook 4350.3, the owner shall include unborn children
in determining household size and applicable income limits. If permitted by state laws,
the owner shall require documentation of pregnancy in such circumstances.

Student Households

In accordance with the Internal Revenue Code, a household comprised entirely of full-
time students may not be counted as a qualified household, unless the household meets at
least one exception. Refer to the Internal Revenue Code for additional guidelines on the
exceptions.

Owmer shall utilize a lease provision requiring tenants to notify managing agent of any
change in student status.

Calculating Anticipated Tenant Income

The owner shall qualify tenants by calculating household income using the gross income
the household anticipates it will receive in the 12-month period following the effective
date of the initial certification or Recertification. Anticipated income should be
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documented in the tenant file by third party verification whenever possible, or by an
acceptable alternate method of verification with documentation as to why third-party
verification was not available. Owner shall use current circumstances to project income,
unless verification forms or other verifiable documentation indicate that an imminent
change will occur. The owner shall refer to HUD Handbook 4350.3 REV-1 for guidance
on the proper calculation and verification of income and assets per IRC regulations.

Certification

Upon zcceptance of an applicant to the project, 3 TIC must be completed for the applicant
and certified by the applicant and the owner. The form is a legal document which, when
fully executed, qualifies the applicants to live in the set-aside units in the project. The
head. co-head, spouse and all household members over 18 years of age must sign the
TIC.

The TIC must be executed along with the lease prior to move-in. No one may live in a
unit in the project unless he is certified and under lease.

The original copy of the executed TIC form is to be retained in the applicant’s file. The
TIC and the supporting documentation verifying the TIC must be kept for a minimum of
six (6) years after the due date (with extensions) for filing the federal income tax return
for that vear. The records for the first year of the credit period, however, must be retained
for at least 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, in accordance with
published IRS guidelines.

Recertification

For 100% LIHTC set-aside projects, annual recertifications are not required after
January 1, 2009. Owners must recertify households at least once on the first anniversary
of their initial tenancy. Self-certification of annual income is required for subsequent
years.

For projects with less than 10026 LIHTC set-aside:

To ensure each unit is complying with the LIHTC income restrictions, HHFDC requires
(a) the owner to annually recertify each tenant’s income and household composition and
(b) each tenant is to report certain changes in income and household composition which
occur between regularly scheduled recertifications.

Each tenant’s annual recertification is to be completed within one year of last
recertification. The request for recertification shall be made between 90 and 120 days
before the effective date, and it must clearly state that the tenant has ten (10) calendar
days in which to contact the owner to begin recertification processing. The notice must
also state the days and hours available for the interview, the information the tenant should
bring to the interview, and how and whom to contact to schedule the nterview.

Upon reverification of the tenant’s income, the owner shall complete a new TIC, which
shall be certified by the owner or owner’s designee.

Past-Due Recertification
A recertification is considered past due if the TIC form for the tenant is not certified by
the tenant and owner within twelve months of the last recertification.
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D. Rent and Income Limits
Projects must comply with the following procedures:

*  Units in the project must be rent-restricted to 30% of the imputed income
limitations for each unit, based upon HUD area median incomes and size of
units. Rents are computed by bedroem size in the following manner: a unit which
does not have a separate bedroom - 1 individual; and 2 unit with 1 or more
separate bedrooms - 1.5 individuals per bedroom. HHFDC provides rent limits
for projects receiving a LIHTC allocation.

*  Gross rent does not include any payment for various rental assistance
programs and supportive service assistance as outlined in Section 42
IRC. Gross rent must include any allowance for utilities.

HUD publishes the area median incomes for each state annually. Updated income limits
must be implemented pursuant to IRS Revenue Ruling 94-57, “Taxpayers may rely ona
list of income limits released by HUD until 45 days after HUD releases a new list of
income limits, or until HUD's effective date for the new list, whichever is later.” Rents
may be increased accordingly as the area median income increases. IRS hold harmless
policy may apply.

If the income of the tenants in a unit who have been previously verified increases above
140 percent of the applicable income limitation, the unit may continue to be counted as a
low-income unit as long as the next unit of comparable or smaller size is occupied by 2
qualified low-income tenant, and the rent continues to be restricted for the initial unit.

E. Eviction of Tenants

Once an eligible tenant has been certified and admitted to the project, the tenant may not
be displaced solely due to an increase in the tenant’s household income beyond the
restricted limit.

F. Anudits

The project will be subject to a management audit by HHFDC or its Authorized Delegate:
{1) by the end of the second calendar year following the year that the last building in the
low-income housing project is placed in service; and {2) at least once every 3 vears
thereafter. Notification of an audit shall be given to the owner no more than 15 days prior
to such audit. The results of the management audit and the recommendations for
corrective action to protect and maintain the project shall be transmitted to the owner
within thirty (30) days following the completion of the audit.

The purpose of the audit will be to conduct a physical inspection of the building and/or
project, for the lessor of 20 percent of the low-income units in the low-income project,
rounded up to the nearest whole number of units or the Minimum Unit Sample Size set
forth in the Low-Income Housing Credit Minimum Unit Sample Size Reference Chart,
26 CFR § 1.42-5, (c)(2)(ii1), to inspect the units and review the low-income certifications,
documentation supporting the certifications, and rent records for the tenants in those
units. The audit will also consist of a review of first year tenant records, a review of the
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documentation supporting the Annual Report, and any other documentation necessary for
HHFDC to make a determination as to whether the project is not in compliance with
Section 42 IRC and Section 235-110.8 of the Hawait Revised Statutes.

When conducting tenant file reviews, HHFDC's and its Authorized Delegate’s reviews

shall include. but not be limited to:

« completed rental application, including certification of assets and disposal of assets,
if applicable;

* tenant income certification completed for move-in and current year, including all

required signatures and dates;

income verification(s) completed and documented;

assets verified in accordance with IRC regulations;

student eligibility documentation;

lease and lease addendums completed at move-in;

utility allowance on file;

review of first year tenant records which qualified the project initially for LIHTC.

. 5 ¢ o o 8

The owner shall have a period of forty-five (45) days in which to respond to the findings
of the management audit. HHFDC shall review the owner's response to determine the
extent to which the issues raised in the management audit letter are addressed. Findings,
whether corrected or not, will be reported to the IRS.

See the following Section J for information on notification to the IRS of any non-
compliance found in the management audit.

G. Rural Housing Service (RHS) and Tax-exempt Bond Issue Projects

In accordance with the published IRS guidelines on compliance monitoring, an exception
may be granted to RHS projects under its section 515 program and buildings or projects
of which 50 percent or more of the aggregate basis is financed with the proceeds of tax-
exempt bonds.

The IRC regulations allow for exception of a building from the inspection requirement if
the building is financed by RHS under the section 515 program, the RHS inspects the
building [under 7 CFR part 1930(C)]. and the RHS and the allocating agency enter into a
memorandum of understanding, or other similar arrangement, under which the RHS
agrees to notify the allocating agency of the inspection results. Irrespective of the
physical inspection standard selected by the allocating agency, a low-income housing
project under Section 42 IRC must continue to satisfy local health, safety and building
codes. A memorandum of understanding has not been executed between HHFDC and
RHS.

Annual Reports, QBTS, Compliance Monitoring Status Reports and other reports are still
required of RHS projects. Although HHFDC has allowed the use of the RD 3560-8, the
form does not determine eligibility for specific LIFITC requirements. Owners need to
determine whether the TIC will be used, or a worksheet will be attached to RD 3560-8 to
detarmine eligibility under the IRC. Management audits will still be conducted as
indicated herein.

An owner who for some reason is not able to make any of the required certifications
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stated in the Annual Report or other requirements must inform the Agency immediately
of such inability, as well as explain the reason for said inability.

H. Reporting Requirements

1. The LIHTC Annual Report must be submitted annually by February 1 of each year
throughout the compliance/extended-use period.

2. Part II of the IRS Form 8609 must be completed by the owner and submitted with
the initial Annual Report.

3. Qualified Basis Tracking Sheets are submitted at a minimum annually with LIHTC
Annual Report until all set-asides are established.

4. Status Reports are submitted annually by owners with the Annual Report to
document and track the continuance compliance of LIHTC units throughout the
compliance/extended-use period.

5. A copy of the applicable schedule, report or model used to calculate the utility
allowance, submitted annually with the Annual Report.

6. Annual submission of required tenant data in accordance with the Housing and
Economic Recovery Act of 2008.

These forms must be sent in to HHFDC or its Authorized Delegate at the address shown
in Section IL.

The Tenant Income Certification and LIHTC forms listed above are available from
HHFDC. Additionally, HHFDC has data regarding HUD area median incomes,
maximum rental rates_ income verification information and third-party verification forms.

L Fees

A compliance monitoring fee of $25 per unit for all units within each project shall be
charged annually for administrative expenses. This fee shall be submitted with the
LIHTC Annual Report for each year of the compliance/extended-use period. HHFDC
reserves the right to adjust fees due to changing circumstances annually each January 1. Tt
will be the responsibility of HHFDC to inform the owner of any changes in the annual
compliance fee prior to the submission of fees. The compliance monitoring fee will be
effective as of the Placed-in-Service date for the first butlding.

J. Non-compliance Penalties

The penalty for non-compliance with these procedures is the potential recapture of the
credits awarded and interest on the amount recaptured. The IRS shall determine penalties
for non-compliance.

Upon determination by HHFDC of non-compliance with the LIHTC Program, the owner
shall be notified and given forty-five (45) days to correct any discovered violations. In
accordance with the IRS published guidelines on compliance monitoring, HHFDC will be
required to notify the IRS within forty-five (45) days after the end of the thirty-day
correction period, whether or not the non-compliance is corrected. HHFDC will be given
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the opportunity on the IRS form to indicate whether the owner has corrected the non-
compliance. HHFDC may extend the correction period, up to a total of six (6) months, if
it is determined by HHFDC that good cause exists for granting such an extension. In such
2 case, the IRS will not be notified until the end of the extended correction period.

K. Additional Use Period

After the initial 15-year compliance period of the Extended Use Period (“Additional Use
Period™), HHFDC is no longer required to report instances of non-compliance to the IRS.
The Compliance during the Additional Use Period (“AU Compliance Policy™) will
concentrate on enforcing the requirements of the LIHTC program through the term of the
Declaration of Restrictive Covenants for Low Income Housing Credit recorded on the

property.

The AU Compliance Policy is largely based on the procedures of the initial compliance
period. Unless noted below, the policy and procedure for compliance during the mitial
compliance period shall continue to apply to the additional use period.

Effective Date

The AU Compliance Policy shall be effective on the first day after the expiration of the
initial 15-year compliance period for the last building placed in service in the project.
Generally, the additional use compliance period will begin on January 1 of the vear after
the expiration of the initial 15-year compliance period of the last building placed in
service and be in effect until the end of the additional use period.

Income and Rent Set Aside
Oumers are subject to the Section 42 occupancy and rent restrictions required in the
Declaration of Land Use Restrictive Covenants for Low-Income Housing Credits.

Student Households

The IRC student rule no longer applies during the additional use period. However, as
HHFDC wants to ensure that properties in the additional use period are not used as
dormitory housing, 2 modified student eligibility requirement will be enforced. During
the additional use period, a household comprised entirely of full-time students will
qualify 2s ong as at least one member of the household 1s an independent student oris a
student in grades Kindergarten through 12 (including home schooled minors studying
course material within these grades). An independent student is defined as one who is not
claimed as a dependent on his‘her parent’s tax retum (proof required).

Available Unit Rule / 140% Rule

For projects which include market rate units, the Available Unit Rule and the 140% Rule
do not apply during the additional use period. The percentage of LIHTC units as
specified in the Declaration of Restrictive Covenants for Low Income Housing Credits
must be maintained throughout the additional use period.

Certification and Recertification
Certification of tenants at the time of move-in shall be required during the additional use
period according to the same procedure as the compliance period.

Recertification of tenants will not be required during the additional use period. However,
if any adults are added to the household, then the household must be re-certified.
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Unit Transfers

During the additional use period, unit transfers are allowed without a new income
qualification. Documentation of all unit transfers that occur shall be submitted as part of
the Reporting Requirements.

Reporting Requirements

a. The LIHTC Annual Report must be submitted annually by February 1 of each
vear throughout the additional-use period.

b. Status Reports are submitted annually by owners with the Annual Report to
document and track the continuing compliance of LIHTC units throughout the
additional-use period.

Site Andits

Commencing within three years after the expiration of the Compliance Period, site audits
for projects may be conducted at least once every five years. Projects that have
substantial outstanding non-compliance beyond the correction period based on the
findings of the most recent site audit may be subject to more frequent site audits.

Owner Inspection
Owmers shall conduct an annual physical inspection of each unit and common areas in the
project.

Correction Period and Non-compliance Penalties

Upon determination by HHFDC of non-compliance with the LTHTC Program during the
additional use period, the owner shall be notified and given forty-five (45) days to correct
any discovered violations. HHFDC may extend the correction period on a case-by-case
basis, up to a total of six (6) months, if it is determined by HHFDC that good cause exists
for granting such an extension. Owners may request HEIFDC to review all outstanding
non-compliance issues for a property once per calendar year after the inittal correction
period.

Any owner and constituent entities involved in management and ownership of a project
with an unresolved finding of non-compliance beyond the mnitial comection period may
be deemed to be Not in Good Standing by HHFDC Finance Branch.

Ovmers must clear all outstanding non-compliance issues to be deemed in Good Standing
with HHFDC Finance Branch.
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Appendix 1
Market Study

HHFDC requires a comprehensive Market Study of the housing needs of low-income individuals in the
area to be served by the project by a disinterested party. The Market Study will be completed at the
Owmner's expense and must be dated within six months of the application deadline.

The Market Study must address the following information:

*

A statement of the competence of the market analyst.

A description of the proposed site.

Demographic analysis of the number of households in the market area which are income eligible
and can afford to pay the rent. Estimate of capture rates for the market areas.

Geographic definition and analysis of the market area.

Identification of the project including location, unit counts, income levels and target population.
The Market Study must be consistent with the proposed project.

Analysis of household sizes and types in the market.

A description of comparable developments in the market area.

Analysis of practically available rents, vacancy rates, operating expenses and turnover rates of
comparable properties in the market area.

Analysis of practically available rents, vacancy rates and tumover rates of market rate properties
in the market area.

Expected market absorption of the proposed rental housing, including a description of the effect
of the market area.

Identification and commentary of proposed projects in the market areas.

Analysis of market demand for tenants with special housing needs when applicable.

Projects that are requesting credits from eligible basis generated from a Community Service Facility as
defined in Section 42 (d) (4) (C) (iii) must provide a market study that addresses the following:

* 0 o @

A description of services provided that improve the quality of life for community residents;
The market area and demand for services provided;

The applicability of service provided to the community;

The affordability of the services provided to persons of 60% AMGI or less.
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STATE OF HAWAIN
LOW-INCOME HOUSING TAX CREDIT PROGRAM
20242025 QUALIFIED ALLOCATION PLAN

L Introduction

The Low-Income Housing Tax Credit (LIHTC) Programcreated-by-the Tax Reform-Act 05 1986;
is-intended to-encourage the construction-or-rehabilitation-of low-income-rental-units. The
regulations-which is governed this Program are contamed n-by | Secnon 42 of the Intemal
Revenue Code (IRC) Chi Qs o $q

Statc of Hawau created a State LIHI‘C whxch 1s equal to ﬁﬁy percent (* 0% ) of the F ederal
LIHTC allocated to a project. The Hawaii Housing Finance and Development Corporation
(HHFDC) has been designated as the agency responsible for the administration of both Federal
and State LTHTC Programs for the State of Hawaii.

In accordance with Section 42 of the IRC, HHFDC developed this Qualified Allocation Plan
(QAP or “allocation plan™) which sets forth {1}-the criteria to evaluate and allocate LIHTC to
projects which best meet the housing needs of the State and preferences required by Section 42 of
the IRC, and {2}the procedure to monitor for compliance with the provisions of the LIHTC
Program.

This allocation plan shall be-is effective for reservations and awards of LIHTC for the calendar
year 20242025. The QAP is subject to amendment by HHFDC Board of Directors.

In the process of administering the LIHTC and other programs, HHFDC will make decisions and
interpretations regarding the QAP and project applications. Unless otherwise stated. HHFDC is
entitled to the full discretion allowed by law in making all such decisions and interpretations.

I Application and Award Process

Applications for the LTHTC are available on the HHFDC website at
https-//dbedt hawaii_gowhhfdc/developers/consolidated-application-financing/es bysubmitiinga
writtan raguest to-tha addressshown balow

ATTN: Finance Branch
s
-\pphcatlons for LIHTC sheulé—must be submitted to HHFDC no later than the mdlcated

szeeterﬁhallhax e%h&ﬂghtt&}m}‘l}c may defar the cons1deratxon of any apphcatlon 1f—at
bis—her—sele—dﬁefe&ea;sueh—defeﬁa!—iﬁ{leem@é doing so in the best interest of meeting housing

needs.
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The amount of LIHTC reserved or allocated to a partlcular pro_)ect m]l
be limited to the minimum ameunt that HHFDC-—at-ts-sele-discration. deems necessary to make
the project feasible.

The allocation plan utilizes a point system-selection criteria to facilitate project ranldngl)asedon
the-established evaluation criteria. The point system-is-criteria are an important component in
determining project ranking—Heweverthe-peint systess but may not be the sole determining
factor for LIHTC awards. In-additiento-the peintsystema—HHFDC also may consider other
relevant factors that it deems to be in the best imterest of affordable housing for the State of
Hawaii, including, but not limited to:

1. Development team experience and performance;
2. Financial condition and performance;
3. Related developments;
4. Development timing;
5. Tenant health and safety:
6. “At-risk™ conversions;
7. Housing inventory:

8. Affordable housing policies at the State and County levels;
9. Development and operating budgets; and

10. Market conditions.

1. Threshold and Selection Criteria

It is HHFDC's intent to- manmue the use of the State’s hmited res(mrces to-address the substantml need

ﬁmmcmg resources to-increase :nd sustain- the sugpl\ -of- aﬁ'ordable rentals in commum(les that are
suitable forsuch-development.

A, Registration and Current ApplicationPeliey:

1. Failure to comply with the requirements of this subsection ITI{A) by 9% LIHTC or
4% LIHTC applicants will result in immediate rejection of the application for the
corresponding application round. The Applicant also will be restricted from applying
for any HHFDC resources in the next HHFDC fmancing round following the

re)ect:on date or melve (12) months from the rexectxon date, whtchew er is longer.
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Each application will identify one validly existing entity as the Applicant. Only the
identified Applicant will have the ability to make decisions regarding that
application. The Applicant may enter into joint venture or other agreements. but
HHFDC will not be responsible for e\aluatmg those documents to de:immme the
relative rights of the parties. If the :
affiliated entity must become a managing member or general partncr of the

ownership entity.

The aApplicant must be registered to do business within the State of Hawaii and
provide evidence of such at the time of application along with a vendor compliance
cemﬁcate ﬁ'om the State of szan Procurement Oﬂice Faﬂufe—te-eemgi’rm&ﬂﬁs

3. After HHFDC s Board of Directors adopts a new, amended, or updated QAP,
HHFDC shall-will not accept any applications for HEFDC resources until HEFDC-it
issues a Consolidated Application that takes into account the corresponding new,
amended or ugdated QAP @e—appheaﬂ%s—mav—ﬂet—ese-a-pfmeas—ms*eﬂ-e?&
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4 HHFDC prohibits the submission of any prior versions or otherwise unauthorized
versions of its Consolidated Application. Only the Consolidated Application posted
for the current year's funding round are acceptable. Fai — :

a.———Example-1--A request-forfinancing for Project-A-using-a-prior-year's-application.-or
unauthorized -ersion-ofthe ensolidated pplication 8 l‘:'::;-- OBIE- e be-inelioible

¢ Example3—A-project submitted-a-4% LIHTC/HMMF-Bond-application-on

e - d-on-Octove 2021 forvome g presTear
'a-ﬁpl'leaiieﬂ orunautherized verst ofthe G Lidated-A £ ication—That p{e’ee{_

B. Minimum Thresholds:

Applicationsats must meet all of the following Minimum Threshold requirements to
receive consideration for an allocation or award of LIHTC.

Failure to meet any Minimum Threshold shall-will result in the immediate rejection of the
application.

1. Market Study
Appl_ications_mgs’g incluc.le a Market Study which complies_ with Amdix asedsel
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2. Site Control
Meeﬂ-e-eensiéeﬁaen—fer—a&a&wd-e%—tme aApplicant or an affiliated entity
must have control of the site in a form acceptable to HHFDC. and submit Evidence of
snwcontrol shallbe submma& one of the foliowmg with the apphcaﬁon for LIHTC--Site
by-providing evidence-inthe formof an executed lease or
sal&s opnon aereement, fee szmple deed executed la.ud lease or any other documentation
acceptable to HHFDC. Evidence of site control must be provided for all proposed sites.

commitment period.

3. Project Readiness - All LIHTC applicationsnts
The applicant’s-proposed project must have the following discretionary: approvals at the
time of application. as applicable (with supporting evidence and documentation
satisfactory to HHFDC).

a-» Zoning Approval/Compliance
ce Special Management Area (SMA)

d.e Other approvals may be requested by-HEFDC if they-are-deemsed necessary to
determine the readiness of the project.

4. Engineering or Capital Needs Assessment Foxrprojectsacquirinsan-exisHng
preperty—Adlunits-needtob i )

a__ Applications for new construction must include a preliminary engineening report
(PER) for the sitework containing analysis of necessary water. sewer, drainage,
electrical. and roadway improvements which are needed for the development and the
following:

» _scope of report;

e existing conditions (current state of project);

o evaluation of existing infrastructure and systems. including but not limited to site
conditions, drainage:

= description of new proposed project:

s cost estimates including encineering. construction contingency and overall
project cost; and

s project timeline and schedule.
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b. _Applications for projects acquiring an existing property must include a capital needs

assessment by a competent third party identifying:

s deferred maintenance, physical needs and deficiencies, and material building
" code violations that affect the property’s use, structural and mechanical integrity,
and future physical and financial needs-The Capital Needs-\ssassment shall
sdeprfi

s any work that must be completed immediately to address health and safety
issues, violation of Federal or State law, violation of local code, or any work
necessary to ensure that the building can continue to operate as affordable
housing.

All units need to be reviewed.

5. Plan and Cost Review (all applicationssts)
Submit a certified cost estimate (plan and cost ren'sw) by an independent, third-party
construction estimator (with a minimum of 5 years® experience) for rehabilitation
sﬁe\mf-k and v emcal constmctlon based ona prehmmar} desxgn_—'llheeemﬁeéeest

The plan and cost review should review the following key elements:

a. Cost— Are the costs appropriate for the project?

b. Constructability — Are the plan adequately detailed and well designed so that the
project will not run into excessive change orders?

c. Contingencies — Is there an adequate contingency amount for contingencies that arise
during construction?

6. Public Housing Waitlist/Homeless Services Programs
The aApplicant shall-will certify that all low-income units will be made available to
people on the waiting list for low-income public housing and/or an acceptable shelter
program. Applications must include Tthe following shall-be-submitted-with-the

application(refer to exhibit list):

a. Public Housing Waitlist'Homeless Services Certification-{referto-exhibit list-ofthe
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b. Copy of the letter submitted to the local public housing authority which administers
-@se&;—tees&nb&-hst—eélﬁbe—eemehéated—‘&ppkeaﬁeﬂ).

the public housing waiting list > -
c. Copy of the letter submitted to the Department of Human Sernces Homeless
Programs Offic : - 3.
7. Smoke Free

All pm)ects will be smoke free. Owners must submit a certification that it will prohibit
smoking in all indoor common areas, individual living areas (including balconies and
lanais), and within 25 feet of building entries or ventilation intakes. A non-smoking
clause must be included in the lease for each household. -Submitcestification {referto
axhibitlist of the Conselidated-Application):

8. Contractor Profit Limitation

a. Contractor’s profit, including general requirements and overhead, shall not exceed
14.0% of hard construction costs.

b. Contractor General Requirements include insurance, security, fencing, etc.

c. The PwJect slaall—n ill ev 1dence comphanoe with this section at application through
the Consolidated Application.

d. The Project shall-will evidence compliance with this section at project completion
through the audited final cost certification.

e. The contractor profit limitation is a requirement of the developer and the contractor.
Contractor Profit Percentage is calculated as follows:

i.  Contractor Profit (numerator) is the sum of the following items-ea Exhibit
Bravo:

Site Work: Contractor Profit

Site Work: Contractor Overhead

Site Work: Contractor General Requirements

New Building/Rehabilitation: Contractor Profit

New BuildingRehabilitation: Contractor Overhead

New Building/Rehabilitation: Contractor General Requirements

® @ & o @ @

fi.  Construction Costs (denominator) is the sum of the following items-esn-Exhibit
Brave:
e Site Work: Cost
» New Building/Rehabilitation: Cost
* Excluding Contractor Profit for Sitework and New Building/Rehabilitation

iii.  Contractor Profit Percentage is Contractor Profit divided by hard Construction
Costs and shall not exceed 14.0%

iv.  Ifthere are multiple prime contractors, each contractor’s profit, including
general requirements and overhead, shall-may not exceed 14.0% of the hard
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construction costs for that contract.
9. Debt Service Ratio

a. Projects with hard debt service requirements with or without an application for an
RHRF Project Award Loan-The Project-icrequired-to must evidence a Debt Service
Ratio of no less than 1.15x on all hard debt service requirements for the duration of
the initial 15-year LIHTC compliance period. Applicants may underwrite an REIRF
Project Award based on required terms, including cash flow contingent payments.

b. Projects with no hard debt service requirements and applying for an RHRF Project
Award Loan=The Project-isrequired-to must evidence 2 Debt Service Ratio of no less
than 1.15x on the requested RHRF loan for the duration of the amortization period.
The Applicant is required to use the following assumptions in underwriting the
RHRF loan:

i.  Interest Rate: Long-Term Applicable Federal Rate in effect for the month the
Consolidated Application is released.

ii.  Amortization: Full Amortization over 35 years.

¢c. Projects with no hard debt service requirements and not applying for an RHRF

Project Award Loan:The Project-is-raquirad-to must evidence positive Net Operating
Income throughout the affordable commitment period indicated in the Consolidated

Application.
d. Hard Debt Service:
i, Defined as scheduled regular and periodic principal and/or interest payments of
project loan obligations made for its direct benefit, as evidenced by a note and

loan agreement.

ii.  The Applicant is required to support 21l hard debt service loans and terms with
executed lenders’ commitment letters, letters of interest, or term sheets under
Exhibit 26 of the Consolidated Application.

e. Applicants must use the following parameters and assumptions in preparing the

Ogeratmv Proforma of the Consolidated ApplicationUnderwriting Criteria-and

1i. Annual Income Inflation Rate of 2.0% and Annual Expense Inflation Rate of
3.0% for the first 15 years or term of the first mortgage, whichever is greater.

24i.  Annual Income Inflation Rate of 2.0% and Annual Expenses Inflation Rate of
2.0% for the remaining term of affordability.
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341, Vacancy Rate of no less than 5.0%.

4.iv.  Annual Replacement Reserve Allocation of no less than $300 per unit per year
with an Annual Inflation Rate of 3.06%.

10. Phase I Environmental Assessment
Required for all applications, dated within one (1) year of the application deadline. For

acquisition/rehabilitation projects, the Phase I Environmental Assessment should address
lead-based paint and asbestos.

11. Proof of Non-Profit Status
If applying under the Federal non-profit set aside, submit the following:

a. Articles of Incorporation; and
b. Copy of a current 501(c)(3) IRS Tax Exemption Letter
12. Developer Fee
a. Total Developer Fee includes developer fee. developer overhead, management fee.
consultant fee, etc. (as indicated in the Developer Fee section of Exhibit Brave-and

Exhibit Bravo-3-of the Consolidated Application). Exceeding the threshold below
results in immediate rejection of the application.

b, Ad9% LIHTCs:

i, New Building — maximum total developer fee of $55.000 per uniti5%-ofthetotal
development costs{excluding developerfee) or $34,750,000 (whichever is less).

=

ii.  Existing Building (For both Existing Buildings used for housing and Existing
Buildings not used for housing) — maximum total developer fee of 109 ofthe
0% of the rehabilitation hard costs (defined in Exhibit

acquisitopcosteand 151
B-1 of the Consolidated Application){excluding-developerfee) or $34,750,000
(whichever is less).

dex elepef—fee}errsg—\&%%vtuche\ erdsdess) Mb&appl:can&doe&mmmwe
itsright to-a-qualified-contraet

c. 4% LIHTCs and Bonds:
Add the following amounts to the calculations above. The $4.750,000 alternative

maximum does not apply.

boost, less total dax eloper ’fte—not-meludme—DD%-QGT—boest

ii.  Existing Building (For both Existing Buildings used for housing and Existing
Buildings not used for housing) — five percent (5%) of total acquisifion costsup to a
maximum of $750.000.

26242025 Qualified Allocation Plan
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13. Minimum Affordability Period:

a.  Applicants requesting an award of 4%-LIHTCs must commit to 2 minimum
affordability period of 45 years.

b. Acquisition'Rehabilitation of an Existing Building used for housing-epplicants:
affordability period must also exceed any pre-existing affordability period by no less
than 30 years.

c. All owners will waive their right to request a qualified contract.

14. LIHTC Developer Experience:

a. Minimum of one (1) L]HTC pro;ect placcd in service by the .—\gghcant oran
affiliated entityP i s HIASHEE
Mlenasne dlamber A LIHTC proj ect that was placed in service in Whmh the
aApplicant’s consultant had a contractual obligation with the Project Owner
throughout the construction/rehabilitation penod and continues to participate in the
management of the project throughout the extended use period (as defined and
required by IRC section 42(h)(6)(D}ef—éae—Latemal—Re{—eﬂue€eée) may sausf) the
LIHTC developer experience requirement, subject to the submission of supporting
documentation.

b. Minimum of one (1) LIHTC project currently managed by the Management Agent.

C. Low Income Housmg Tax Credit pro;ec(' ﬁnanced wnh Tax-exempt Bonds:

eap-ier—ll«-]:lﬁ-?@—psqeets—z\pphcants may apph for an allocanon of LIHTC 'mth exther
*a comxmtment to bsue private acnvm bonds from a state or local government,- ot
e App ; HAET ; f

an apphcauon for Pm ate Actn m Tax-exempt bonds from HI-IFDC

Applicants requesting LIHTCs must submit all documentation required in the application
and will be subject to all feasibility reviews-asrequirad foranapplicationfor LIHTC

from-the-State’s-volume-cap, with-the-exeeption-of but are not subject to scoring under
the Criteria Point System.

D. Criteria Point System:
Each apphcauon will be evaluated and awarded points in accordance with the follow:.ng
criteria. Unless otherwise indicated, all references to low-income unit(s) or low-income
rental unit(s) shall mean LTHTC unif(s).

* Refer-to-the narrative section for more details.
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Criterion 1. LTHTC and HHFDC Resource - Efficiency and Leveraging 0 to 10 points

1A - LIHTC and HHFDC Resources Efficiency 0 to 5 points
Applicants score under this criterion based on the ratio of HHFDC resources (LIHTC,
RHRF, DURF, or any other Permanent Financing provided by or through HHFDC) over
the number of LTHTC units as follows:

[(Federal LIHTC Request x 10) + HHFDC Permanent Financing Request]
Number of LIHTC Units

The applicant with the lowest ratio receives 5 points:, Tthe applicant with the highest
ratio receives 0 points-. Applicants-and those with ratios between the highest and lowest
shall-receive a proportional number of points based on their proximity to the lowest ratio.
A project’s score is-dependsent upon the ratio of other projects in its application round.

1B — LIHTC and HHFDC Resources Leveraging 0 to 5 points
Applicants score under this criterion based on the ratio of HHFDC resources requested
{LIHTC, RHRF, DURF, or any other Permanent Financing provided by or through
HHFDC) over total project cost as follows:

[(Federal LTHTC Request x 10) + HHFDC Permanent Financing Request]
Total Project Cost

The applicant with the lowest ratio recefves 5 points:, Tthe applicant with the highest
ratio receives 0 points: Applieants-and those with ratios between the highest and lowest
shall-receive a proportional number of points based on their proximity to the lowest ratio.
A project’s score is-dependsent upon the ratio of other projects in its application round.

Criterion 2. County Income Adjuster 0 to 2 points

Applicationsats receive points under this criterion based on the MTSP income limits as
determined by HUD for the county in which the project is located.

HHFDC shall-will use the 60%, 4-person income limit for determining point allocations
between the counties as follows:

County based points are 0 to 2 rounded to the nearest hundredth (0.00) based on the
lowest income limit. The county with the lowest limit receives 2 points while the county
with the highest income limit receives 0 points. Points for the remaining counties are
based on their proximity between the highest and lowest income limits. Please see
example below based on the 2021 income limits.
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Hawaii Housing Finance and Development Corporation Page 12

EXHIBIT B



Honclulu Hawaii Kauai Maui
2021 MTSP Income Limit (4 person/60% AMGI) 71,480 51,360 61,140 61,980
Lowest Income Limit (31.360) (513603  (51.360)] (51,360}
Project’s Difference from Lowest Ratio 20,120 - 9,780 10,620
Range Between Hishest and Lowest Ratio 20,120
Maximum Ppoints Available 2
Range Value Per Pomt 10,060
Project Points Available 2.00 2.00 2.00 2.00
(Profect's Difference / Ranze Value Per Point) (2.00) - (0.97) {1.06)
Net Points Scored - 2.00 1.03 0.94
Criterion 3. Reasonableness of Development Costs Otol612
points

A Existing Building used for housing- Pprojects receive zero (0) points-ander RDC.
New Building projects and Existing Buildings not used for housing will be ranked
and scored as follows:

1

Projects will receive 0 to 86.0 points (rounded to the nearest 0.00) based upon the
lowest and highest total development cost per residential square foot (total gross
square feet of the residential and manager units): -as-folews:

e The project with the lowest total development cost per residential square foot
will recerve 26.0 points.

« The project with the highest total development cost per residential square
foot will recetve O points.

e Other projects will receive a percentage of the 86.0 points based upon where
the subject project’s cost falls among the range of costs (highest cost less
lowest cost).

« For example, a project whose cost is 25% of the way from the lowest cost to
the highest cost will receive 75% * 86.0 = 64.60-5 points, and a project
whose cost is 75% of the way from the lowest cost to the highest cost will
receive 25% * 86.0 = 21.60-5 points.

® The formula used is (subject to correction of any typos): = (1 - ([Subject
Project’s cost] — [Lowest Cost]) / ((Highest Cost] — [Lowest Cost])) * €4.0.

0./ o/ N M

Projects will receive 0 to 86.0 points (rounded to the nearest 0.00) based upon the
lowest and highest total development cost per unit —as-follows:

® The project with the lowest total development cost per unit will receive 26.0
points.

® The project with the highest total development cost per unit will receive 0
points.

o Other projects will receive a percentage of the 86.0 points based upon where
the subject project’s cost falls among the range of costs (highest cost less
lowest cost)

® The example and formula are the same as listed above for the cost per square
foot.
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B. Total development costs of mixed-use projects with substantial non-residential use
(including public and commercial uses) with its own non-HHFDC financing, may be
evaluated without the non-residential component by proportionately reducing the
total development costs based upon the gross floor area of the non-residential, and
excluding the gross floor area of the non-residential use from the gross building area.
For mixed income projects with a substantial number of units not being financed by
LIHTC, the cost and area of these units may be discounted if the applicant can
provide a clear and reasonable cost breakdown for the units not considered affordable
under this program.

Criterion 4. Applicant’s Rreadiness-to-proceed-with-development-of project
0 to 16-24 points

Identification of serious issues in need of resolution for the project to proceed in a timely
manner and the ability of the Development Team to resolve these issues such that the
development of the Project will commence in a timely manner. (For example, lack of
adequate financing sources; land use and zoning issues; or utility, water, and sewer
availability.)

A Is the project schedule reasonable for the proposed development? Are there any
unresolved development issues, e.g., are there restrictions on water or sewer
availability? Are there any issues with the project budget: (e.g., is the budget-it
adequate)? (6-8 points)

B. Are there any discretionary approvals outstanding?e-z—1-peint-will be-awarded for
meeting Chapter 343, HRS environmental requirements, 2-peints-forland use/zoning
including Chapter 201H exemptions, and 1-peintforother necessary discretionary

C. Are there any ministerial approvals outstanding: (e.g., subdivision)? Have the
construction drawings been completed and under review by the approving agencies?
For existing projects, have all the necessary studies been completed: (e.g., hazardous
waste assessments)? (6-3 points})

Criterion 5. Tenant Services and Amenities 0 to 4 points
Tenant services and amenities that will enhance the livability of the project.

Criterion 6. Developer Fee 0-to-3-points
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800 TTHTC-Applicants:

Criterion 76. Project-Based Rental Assistance Subsidies 0 to 4 points

Project will be receiving, for the first time, project-based rental assistance subsidies for at
least half of the units which would result in eligible tenants paying approximately 30% of
their gross monthly income towards rent. Eligible programs shall-include, but are not be
limited to, the Rural Development 515 Loan Program and HUD Section 8 project-based

Rental Assistance Program.
If the answer to the question is NO 0 points are awarded
If the answer to the question is YES 1 to 4 points are awarded*

* If all the units in-the project-have project-based subsidies, then the application eams

4 points-are-awarded. If only a portion of a project has project-based subsidies, then the
scoring will be adjusted based upon the percentage of units subsidized. The percentage is
derived as “Number of Subsidized Units / LIHTC and non-LIHTC subsidized units,”
provided they are developed simultaneously.

Criterion 87, StateLocal gGovernment Financingsupport Oto 75
points

The project will be receiving a permanent below market loan or grant from a State or
local governmental agency other than HHFDC or a lease from a government agency
{(including HHFDC).

The project has received 2 commitment for a permanent below market loan, or

grant, or a commitment of at least $10.000 but less than $80.000 per unitless

than-10% of thetotal-development-cost. A copy of a commitment letter,

government action or contractual agreement must be included in the

application. 24 points

The project has recei\ ed a commitment fora permanznt below market loan, or

. A copy of a commitment letter, gm emment act actton or

conu'acmal agreement must be included in the application. 52 points
ANDLOR
Criterion —8. State/Local Government Owned Land 0 to 5 points

The project has received a lease from a government agency (including HHFDC)
on property owned prior to the application date. Property acquired by the

government agency aﬂﬁr the apphcanon date \\'1]1 not be eligible to recen e points
under this cmencm =
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Criterion —29. Energy Efficiency and Green Building 0 to 4 points

Projects which promote smart prowth, energy. and water conservation, operational
savings and sustainable building practices in affordable housing design may be awarded
up to 4 points as follows:

Projects can score points in only one category. If an aspplicant attempts to elect more
than one category, the project shall not receive any points in this criterion.

Applicants must submit a certification from the architect confirming that the Project can
meet the required building standards for the category selected below (refer to exhibit list
of the Consolidated Application). For example, if an aApplicant selects LEED Gold, the
architect must certify that the Project can meet the LEED Gold standard. If the
certification is missing or if the-architect’scertifieationit does not reconcile with the
afpplicant’s election, the Project shall-will not receive any points in this criterion.

National Green
Enterprise | USGBCLEED Building
EPA Energy Green for Homes - v4 Standard

Star v3 Commumities HD&C (NAHB) No. Points
X Certified Certified Bronze 1
Silver Silver 2
Gold Gold 3
Platinum Emerald 4

http://www energystar. pov/index cfm?c=new_homes hm _index

http://www_enterprisecommunity.com/solutions-and-innovation/enterprise-green-
communities

http://greenhomeguide.com/program/leed-for-homes
http://www.nahbereen org/NGBS/default aspx

Upon completion of the project. owmners must submit a certification from either the

apptopnate regulanng enuty-festhe-gee&buﬂdmg—s&aﬂéafd—eleeted—m—&ke%eﬁet—s

conﬁnnmz that the Pro_]ect has met the sta.ndard selected Failure to provide the
certification may result in forfeiture of the good faith deposit.

Criterion 10. Project Location and Market Demand 0 to 6 points

The points awarded will be based on HHFDC's evaluation of factors such as, but not
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Versus tural district and is accessﬂ:le to emplm’ment oppommmes and shoppmg and
recreational, medical and educational facilities are located in the immediate vicinity of

the project site.
Located m a County’s urban core 3 points
Located in an urbanized area 2 points
Located in 2 master planned community | 1 point

Located in a rural district in proximity to employment | 0-1 pewstspoint
opportunities and medical and educational facilities

Project may earn up to 3 additional points for availability | 3 points
of a mass transit station/stop within 0.5 miles. For Oahu,
projects may eam 3 points for being within 0.5 miles of a
rail transit station or a bus stop with peak bus service of at
least 5 buses per hour, or 1.5 points for being within 0.5
miles of a bus stop with any level of service frequency.
For neighbor islands, projects may eam 3 points for being
within 0.5 miles of a bus stop with peak bus service of at
least 3 buses per hour, or 1.5 points for being within 0.5
miles of a bus stop with any level of service frequency.

Cntenon 11. Developer and Propem Management Expenence 0 to 6-10 points

Applicants receive scores for this criterion based on the following:

A The development team (inclusive of its general partners, co-developers,
management agents, and other members/agents) demonstrating the ability to
meet all terms, conditions, and requirements set forth in the application
materials will be awarded 2-up to 6 points. Any applications submitted to
HHFDC within the previous five-year period may be considered when
awarding points for this criteria.

B. Number of LIHTC projects placed in service by the Applicant or an affiliated
MMMM@MMMW The
number of LIHTC projects placed in service in which the aApplicant’s
consultant that had a contractual obligation with the Project Owner
throughout the construction/rehabilitation period continues to participate in
the management of the project throughout the extended use period (as

defined and required by IRC section 42(h)(6)(D)-of the Internal Revenua
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Cede), may be included in the scoring of this Criterion-9, subject to the
submission of supporting documentation.

! Projects Placed in Service Points
None 0
1-5 0.5
6t 1

C. Number of LIHTC projects placed in service in Hawaii_ without extensions,

addmonal HHFDC resources. or other accommodanons b}, the

(HHFDC may elect to a“ard x)omL desmte havmc granted an
accommodation ) The number of LTHTC projects placed in service in which
the afpplicant’s consultant that had a contractual obligation with the Project
Ownmer throughout the construction / rehabilitation period and continues to
participate in the management of the project throughout the extended use
period (as defined and required by IRC section 42(h){(6)(D}-efthe Intarnal
Revenue-Code), may be included in the scoring of this Criterion-9, subject to
the submission of supporting documentation.

Projects Placed in Service Points
None 0
1-3 0.5
4+ 1

D. Number of LTHTC projects managed by the Management Agent.

Projects Managed Points
None 0
1-5 0.5
6+ 1
E. Number of LTHTC projects located in the State of Hawaii managed by
the Management Agent.
Projects Managed Pomnts
None 0
1-3 0.5
4+ 1
Criterion 12. Length of Affordability Commitment 0 to 7 points

Applicants shall receive points for committing to an additional use period beyond the
minimum “extended use period™ as defined and required by IRC section 42(h)(6)(D)-ef
the Internal Revenus-Code. The election will be recorded in the Restrictive Covenant
Document.

Points will be awarded based on the following:
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Total Extended Use Period (Total Points
Length of Affordability Commitment):

S1years-or merePerpetuity 7 points
61 years or more 5 points
55 to 60 years 4 points
50 to 54 years 3 points
45 to 49 years 2 points

Applicants electing perpetual affordability for their project must submit an additional
exhibit detailing a comprehensive plan for funding reserves and necessary capital
improvements. The plan must outline strategies to secure sufficient capital throughout the
project's useful life and beyvond. without relying on additional HHFDC resources. It
should mchlde a detaxled ﬁnanmal grolectmn to support the property’s long-term physical

Criterion 13. Available and Minimum Unit Sizes 0 to 3-5 points

An Applicationst will receive up to 3 points if it elects to provide affordable housing that
provide larger units which are available to individuals with children or large families
according to the following schedule:

20% or more of the total units are 1-bedrooms 1 point

20% to 39% of the total units are 2-bedrooms or larger 1 point

40% or more of the total units are 2-bedrooms or larger 1 point
The high : bleis 3 noiats.

For all new construction applications. compliance with the minimum umit sizes below

will result in 2 points. The measurements below will be only for square footage which is
exclusively for the use of that unit and is fully enclosed, conditioned. and secured,

measured interior finish face of wall to interior finish face of wall, and does not include
exterior wall square footage. Unconditioned, unenclosed, or unsecured areas such ag
lanais, patios. decks, porches. stoops. or unattached storage rooms cannot be included.

Studio 300 square feet
1BR 360 square feet
2BR 520 square feet
3BR 720 square feet
4BR 880 square feet

Criterion 14. Special Housing Needs 0 to 2 points
Projects will provide housing for tenant populations with special housing needs.

Forthe purpose of this QAPualified-AllecationPlan “special housing needs™ mean
persons receiving a disability source of income, requirinsindependent livins servicesin
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condition:-a survivor of domestic violence :-or-a person receiving benefits-under-the

Projects may receive up to 1 point for the criterion if it commits to provide services that
will enhance the livability of the project for tenant populations with special housing
needs. The point awarded 1s based on the quantity and quality of services provided as
well as the status of commitment to such services. The maximum points will be awarded
only to adpplicants that have an executed commitment to serve this project by a third-
party service provider or if A pplicant or owner is an experienced provider of the
proposed services.

All such services shall be optional to the tenant and shall be provided at no additional
cost to the tenant.

Projects must demonstrate the feasibility of providing these services throughout the
compliance period as part of its application. The owner shall certify the feasibility of the
services provided in the application accompanied by supporting documentation during
the compliance period.

The Market Study must include an analysis of market demand for tenants with special
housing needs.

Projects that commit to providing housing for tenant populations with special housing
needs will be required to have those units occupied by the special housing needs tenants.
The Declaration of Restrictive Covenants for Low Income Housing Credits will restrict
the occupancy of the specified units to special housing needs tenants for the duration of
the committed affordability period. For example, if a project commits 10 of the 60
LIHTC units for special housing needs tenants, those units shall be occupied at all times
by a special housing needs tenant. The unit shall remain vacant until a special housing
needs tenant occupies the unit regardless of whether there is a waitlist for the project for
the other remaining units.

Criterion 15. Percentage of Income Targeted Units 0 to 10 points

Applicants receive points by providing a preference to lower income tenants in
accordance with the table below.

Applications will eamn up to ten (10) points based on agreeing to comply with the
applicable limits in the matrix below. In order to receive points. the application must
reflect one set-aside election (average income or “original™ minimum set-aside (Le.. 40%
at 60% or 20% at 50%) and meet the criteria below for the selected set-aside.
For average income. the percent shown is the average AMI among the units’
designations.

o For an onginal mimmum set-aside, at least 30% of the units must be affordable to

and occupied by households at the AMT shown.
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Criterion 16. Involvement of a Qualified Non-Profit Organization 0 te-or 2 points

Project involves a Qualified Non-Profit Organization as defined in Section 42 IRC and
will elect to receive an allocation from the non-profit set-aside. The Qualified Non-Profit
Organization is to own an interest in the project (directly or through a partnership) and
materially participate (within the meaning of Section 469(h) IRC) in the development and
operation of the project throughout the Extended Use Period.

In addition, HHFDC requires the following for the project to score points in this Criterion
+H:
A Submission of the Articles of Incorporation of the Qualified Non-Profit

Organization
B. Copy of a current 501(c)(3) IRS Tax Exemption Letter for the Qualified
Non-Profit Organization

C. Most recent Treasury Form 990 with all supporting documentation, as filed
with the IRS

D. The Qualified Non-Profit Organization is required to have a physical office
in the State of Hawaii

E. Submission of a valid Certificate of Vendor Compliance for the Qualified
Non-Profit Organization indicating the entity 1s “compliant™ or “exempt™.

F. One of the exempt purposes of the Qualified Non-Profit Organization
includes fostering low-income housing as indicated by Section 42 IRC.
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materi-alvparticipation-inf the ;)rojact. througliout the-extended-use-period- 2-points

Criterion 17. Opportunity for Home Ownership 0 or 1 point

Project is offering tenants an opportunity for home ownership. The applicant-owner will
offer tenants a right of first refusal to acquire the property in accordance with

Section 42(1)(7) of the Code. To receive consideration for the criterion. the aApplicant
must provide a feasibility analysis addressing the tenant’s ability to purchase the project:

The-applicantmustalse-provide and a plan discussing how the project will offer the units

for homeownership to tenants.

If the answer to the question is NO 0 points

If the answer to the question in YES 1 point
Criterion 18. Qualified Census Tract 0 or 1 point

Project is located in a Qualified Census Tract. The pro;ect will redevelop existing
housing vdnch contnbutes toa concexted commumty revmhzanon plan as detetmmed bv

If the answer to the question is NO 0 points
If the answer to the question in YES 1 point

To receive consideration for this criterion, the aApplicant must provide an explanation on
how this project is in compliance with such plan and its benefit to the overall community-
Theapplicant must provide and a letter of interest or a binding agreement with the
government agency administering the community revitalization plan.

Criterion 19. Historic Nature 0 or 1 point

Historic Nature. The project will preserve the historic nature of an existing building.
Preservation of building(s) on a national or state historic registry will recerve 1 point.

If the answer to the question 1s NO 0 points
If the answer to the question in YES 1 point
Criterion ~20. Census Tracts with Concentrated Wealth 0 or 1 points

Applicants score under this crterion based on the percentage of families below the

poverty rate in the Census tract containing the project site. The score depends on the
other applications. The site in the tract with

= the lowest percentage recetves 1 pomnt

» highest percentage receives 0 points.

Those between the highest and lowest will receive a proportional number of points based
on their proximity to the lowest ratio. In the event a project will have buildings in
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multiple tracts, the calculation will be based on the one with the highest percentage.

Criterion 21. Loan Repayment 0 or 1 point

Applications involving full repayment of a Rental Housing Revolving Fund loan within
the committed RHRF affordability period will eam 1 point. Applications not requesting
RHRF will receive 1 point.

Criterion 22. State Convevance 0 or 1 point

Applicants will earn 1 point for agreeing to offer to sell the project to a state agency for
fair market value (as determined by a third- appraisal ject to commerci

standard terms_ no later than three vears before the end of the Section 42 extended use
period. The agreement will be reflected in the Declaration of Restrictive Covenants.

Criterion _23. Need for Rehabilitation -2 to 2 points

HHFDC wxll awm'd bctween -2 and 2 pomts based on its detcrmmanon of how much the

change between current conditions and results after completion). New Construction
projects will receive 0 points.
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Rights of HHFDC

HHFDC sesesves-thesicht to-may disapprove or defer consideration of any application or project

for any LIHTC reservation or allocation, regardless of ranking under the criteria and point system
as-contained-in section-Ti-of this allocation plan -The-executive director-or-histher designated

HHFDC seserves-the-right in-itssele-diserstion—to-may (i) hold back a portion of the annual state
and federal housxng credit ceiling for use during later reservation cycles, (i) carry over a portion
of the current year’s housing credit ceiling for allocation to a project which has not yet been
placed in service, and (iii) under certain conditions, issue a forward commitment for up to 25% of
the next year’s housing credit ceiling.

HHFDC is required under Section 42 of the IRC to allocate only the nmmxmm amount ofL]HTC
I eqm:ed to ma.kc a pro_]ect fea51ble Fhe-dete B %

of issuance of the ]RS Form(s) 8609 for the prOJect decrease the ammint of LIHTC a]located toa
project based on the actual cost and financing of the project.

Compliance with Commitments and Representations:
1. Projects and Applicants receiving an award of LIHTC are required to comply with their
commitments and representations made under the £43+OAP and Consolidated Application
MMMMM 1 3 2 ? 2

HHFDC shall verify compliance of the Project and Applicant during its review of the
Form 8609 request. The review shall include, but is not limited to, the following:

%)

a. Compliance with Contractor Profit and Developer Fee Limitations determined via the
audited cost certification.

b. Completion of project improvements in accordance with plans and specifications
determined via architect certification.

c. Compliance with Green Building and Energy Efficiency commitments determined
via architect certification or certificate issuance by the appropriate regulating body.

collected durmv acceptance of the LIHTCC arryover Allocanon or Reservation.

HHFDC in no way represents o watrants any interested party which may include, but is not
limited to, any developer, project owner, investor or lender that the project is, in fact, feasible or
viable.

No member, officer, agent, or employee shall be personally liable concerning any matters arising
out of, or in relation to, the reservation or allocation of the LTHTC.
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V.

VL

Fees

The following fees are associated with the LTHTC program. HHFDC seserves-the-sightto-may
adjust the fees due to changing circumstances annually each January 1. All fees shallbmust be
paid via cashier’s check and made payable to the Hawaii Housing Finance and Development
Corporation.

Application Fee
An application fee shall be-is payable to HHFDC at the time of submission of the application.-The

Good Faith Deposit

A good faith deposit of ten percent (10%) of the first year’s federal LIHTC reservation shall-be-is
payable at the time the executed binding agreement is submitted to HHFDC. Upon allocation and
issuance of the IRS Form 8609, HHFDC will retain eighty percent (80%) of the good faith
deposit shall beretained by HEHEFDC as an admmistrative fee. The remainder of the good faith
deposit may be refunded to the a/pplicant. Failure by Owner to meet any of the elections
representations made in the scoring criteria at the time of application will result in the retentionof
HHFDC retaining the entire good faith deposit-by-HHEDC -Any-said-fatlure-shall be-detesmined

b HEIFD O sseladiseranon:

Compliance Monitoring Fee
Please refer to Section VI. Compliance Monitoring Plan-formere-details resardinsthe

Compliance Monitoring Plan
HHFDC Low-Income Housing Tax Credit Compliance Manual is available at
https://dbedt hawati gov‘hhfdce/

Al Summary

HHFDC shallwill monitor compliance with all applicable Federal and State Program
requirements for the period a project is committed to prov iding low-income rental units.
HHFDC will require that all qualified tenants of a project be certified upon occupancv
and be re-certified annually to ensure compliance. Projects shall be required-to-must
maintain copies of the income certification for each tenant on forms approved or
provided by HHFDC. Projects will-also be-required-to-must maintain records regarding
number of rental units (including number of bedrooms and size of square footage of each
bedroom); percentage of rental units that are low-income units; rent charged on each
rental unit including utility allowances; documentation regarding vacancies in the
building; eligible and qualified basis of the building at the end of the first year of the
credit period, and at the end of each vear until required set-asides are met; and character
and use of the nonresidential portion of the building that is included in the building’s
eligible basis, all in accordance with the-federal nﬂes—p&bksheéby«the—lﬁ%emal—ﬁex—eﬁue
Service{IRS). HHFDC may perform an audit annually but, at a mimimum, once every
three years, and shall have access to all books and records upon notice to the project
owner. Annually, owners of LIHTC projects will be-requised-to-certify to HHFDC that
for the previous year, the minimum set-aside requirement was met; there was no change
in the applicable fraction, or an explanation if there was a change; appropriate income
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certifications and documentation have been received for each low-income tenant; each
low-income unit was rent-restricted in accordance with IRC Section 42-1RC; all units
were for use by the general public and used on a non-transient basts (except for
transitional housmg for the homeless as provided for in IRC Section 42-IRC); each
building was suitable for occupancy, taking into account local health, safety and building
codes; there was no change in the eligible basis in the project, or an explanation if there
was a change; all tenant facilities included in the eligible basts were provided on a
comparable basis without charge; rentals of vacancies were done in accordance with IRC
Section 42-IRC: rentals of units were done in accordance with IRC Section 42-IRC if any
tenant’s income increased above the limit allowed by IRC Section 42-RC; and a
Restrictive Covenant document was in effect for the project, for those buildings receiving
credits after 1989, all in accordance with the-federal rules-published by-the IRS.

IfHHFDC becomes aware of non-compliance, it will notify the IRS shall-be-netified-in
accordance with the-its rules-published-by-the IRS.

B. Compliance

Owner/Manager Training

Owners, managing agents, and on-site managers should attend or document that they
have recently attended training on management and compliance prior to leasing any units,
but no later than receipt of IRS Form 8609, which certifies an allocation of LIHTC.
Training may be required following significant or repeated noncompliance events. At
minimum, such training should cover key compliance terms, qualified basis rules,
determination of rents, tenant eligibility, file documentation, next available unit
procedures and unit vacancy rules, agency reporting requirements, record retention
requirements, and site visits.

Set Aside and Average Income
The project must comply with one of the low-income minimum set-aside requirements of
Secuon 42 IRC as chosen by the owner at the time of receiving o the credits.-The minimum

Tenant income is calculated in a manner consistent with the determination of annual
income under Section 8 of the Umted Stams Housmg Act of 1937 as duected b} the

Internal Revenue Code.Areas
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Only new construction and rehabilitation projects not subject to an existing LIHTC
Declaration of Restrictive Covenants are eligible to elect the average income minimum
set-aside. Applicants must comply with the following:

* The designations for any bedroom type cannot exceed 60% of area median income.
» The project cannot contain unrestricted, market rate units.

» Owners of projects with more than one building must select that each is part of a
multiple building set-aside on line 8b in Part IT of IRS Form 8609.

Rent

Units in the project must be rent-restricted to either thirty (30) percent of the median
income adjusted for family size for the area in which the project is located or rent-
restricted to thirty (30) percent of the imputed income limitations based on unit size. This
rent restriction must be mamtamed Throughout the Tenn of the Comphance and Extended
use period.-See-D-F and-In 1) 1+t st mforma .

Minimum Term of Compliance

Projects receiving a LIHTC allocation after January 1, 1990, must comply with eligibility
requirements for the extended use period [initial 15-year period (compliance period). in
addition to the 15 or more years (additional use period)] determined by elections
indicated in the Restrictive Covenant Document. The Restrictive Covenant Document
must be recorded before credits are allocated.

Annual Cerhﬁcatlon )

rh nd-oth i isted i ton-—Summary must be
cemﬁed ammallw by the owner tbrout,h the subzmssmn of the Annual Report. The
Annual Report includes the Owner’s Centificate of Continuing Program Compliance and
shall be submitted by February 1 of each year throughout the compliance/extended use
period.

Records Retention

The Annual Report and the supporting documentation verifying the information on the
Annual Report must be kept for a minimum of six (6) years after the due date (with
extensions) for filing the federal income tax return for that year. The records for the first
year of the credit period, however, must be retained for at least 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, in accordance with published IRS guidelines.

The IRS allows Eelectronic storage of records-is-allewed-by-the- IRS. However, HHFDC
encourages the retention of hard copies of the first year’s records.

IRS Form 8609
The owner shall complete Part IT of the IRS Form 8609 and submit it with subsequent
Annual Report.

Qualified Basis Tracking Sheet (QBTS)

This form shall be submitted annually until the required set-asides are established.
Documents will provide information on original tenants qualifying each building for
LIHTC minimum set-asides, and other set-asides.
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Status Reports

This report is to be submitted annually by owners in such format as required by HHFDC
or its Authorized Delegate to document and track the continuous compliance of LIEITC
units. The documents report data that tenants are income eligible at move-in. that
occupants of LIHTC units are re-certified at least on an annual basis, and that the unit
rents are restricted. Documentation will also indicate compliance with the vacant unit rule
and 140% rule. The tracking of LIHTC units substantiates the maintenance, increase or
reduction of the qualified basis for each Building Identification Number (BIN).

C. Qualifying Households

Applicants for low-income units should be advised early in their initial visit to the project
that there are maximum income limits which apply for these units. Management should
explain to the tenants that the anticipated income of all persons expecting to occupy the
unit must be verified and included on a Tenant Income Certification (TIC) prior to
occupancy, and re-certified. Applicants should be informed of other IRS requirements
such as the Student Rule and Recertifications.

Unborn Children

In accordance with the HUD Handbook 4350.3, the owner shall include unborn children
in determining household size and applicable income limits. If permitted by state laws,
the owner shall require documentation of pregnancy in such circumstances.

Student Households

In accordance with the Internal Revenue Code, a household comprised entirely of full-
time students may not be counted as a qualified household, unless the household meets at
least one exception. Refer to the Internal Revenue Code for additional guidelines on the
exceptions.

Owmer shall utilize a lease provision requiring tenants to notify managing agent of any
change in student status.

Calculating Anticipated Tenant Income

The owner shall qualify tenants by calculating household income using the gross income
the household anticipates it will receive in the 12-month period following the effective
date of the initial certification or Recertification. Anticipated income should be
documented in the tenant file by third party verification whenever possible, or by an
acceptable alternate method of verification with documentation as to why third-party
verification was not available. Owner shall use current circumstances to project income,
unless verification forms or other verifiable documentation indicate that an imminent
change will occur. The owner shall refer to HUD Handbook 4350.3 REV-1 for guidance
on the proper calculation and verification of income and assets per IRC regulations.

Certification

Upon acceptance of an applicant to the project, 2 TIC must be completed for the applicant
and certified by the applicant and the owner. The form is a legal document which, when
fully executed, qualifies the applicants to live in the set-aside units in the project. The
head, co-head, spouse and all household members over 18 years of age must sign the
TIC.

The TIC must be executed along with the lease prior to move-in. No one may livein a
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unit in the project unless he is certified and under lease.

The original copy of the executed TIC form 1s to be retained in the applicant’s file. The
TIC and the supporting documentation verifying the TIC must be kept for a minimum of
six (6) years after the due date (with extensions) for filing the federal income tax return
for that year. The records for the first vear of the credit period, however, must be retained
for at least 6 vears beyond the due date (with extensions) for filing the federal income tax
return for the last year of the compliance period of the building, in accordance with
published IRS guidelines.

Recertification

For 100% LIHTC set-aside projects, annual recertifications are not required after
Jamuary 1, 2009. Owners must recertify households at least once on the first anniversary
of their initial tenancy. Self-certification of annual income is required for subsequent
years.

For projects with less than 100% LIHTC set-aside:

To ensure each unit is complying with the LIHTC income restrictions, HHFDC requires
(a) the owner to annually recertify each tenant’s income and household composition and
{b) each tenant is to report certain changes in income and household composition which
occur between regularly scheduled recertifications.

Each tenant’s annual recertification is to be completed within one year of last
recertification. The request for recertification shall be made between 90 and 120 days
before the effective date, and it must clearly state that the tenant has ten (10) calendar
days in which to contact the owner to begin recertification processing. The notice must
also state the days and hours available for the interview, the information the tenant should
bring to the interview, and how and whom to contact to schedule the interview.

Upon reverification of the tenant’s income, the owner shall complete a new TIC, which
shall be certified by the owner or owner’s designee.

Past-Due Recertification
A recertification is considered past due if the TIC form for the tenant is not certified by
the tenant and owner within twelve months of the last recertification.

D. Rent and Income Limits
Projects must comply with the following procedures:

e Units in the project must be rent-restricted to 30% of the imputed income
limitations for each unit, based upon HUD area median incomes and size of
units. Rents are computed by bedroom size in the following manner: a unit which
does not have a separate bedroom - 1 individual; and a unit with 1 or more
separate bedrooms - 1.5 individuals per bedroom. HHFDC provides rent limits
for projects receiving a LTHTC allocation.

®  Gross rent does not include any payment for various rental assistance
programs and supportive service assistance as outlined in Section 42
IRC. Gross rent must include any allowance for utilities.
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HUD publishes the area median incomes for each state annually. Updated income limits
must be implemented pursuant to IRS Revenue Ruling 94-57, “Taxpayers may rely ona
list of income limits released by HUD until 45 days after HUD releases a new list of
income limits, or until HUD s effective date for the new list, whichever is later.” Rents
may be increased accordingly as the area median income increases. IRS hold harmless
policy may apply.

If the income of the tenants in a unit who have been previously verified increases above
140 percent of the applicable income limitation, the unit may continue to be counted as a
low-income unit as long as the next unit of comparable or smaller size is occupied by 2
qualified low-income tenant, and the rent continues to be restricted for the initial unit.

E. Eviction of Tenants

Once an eligible tenant has been certified and admitted to the project, the tenant may not
be displaced solely due to an increase in the tenant’s household income beyond the
restricted limit.

F. Audits

The project will be subject to a management audit by HHFDC or its Authorized Delegate:
(1) by the end of the second calendar year following the year that the last building in the
low-income housing project is placed in service; and (2) at least once every 3 years
thereafter. Notification of an audit shall be given to the owner no more than 15 days prior
to such audit. The results of the management audit and the recommendations for
corrective action to protect and maintain the project shall be transmitted to the owner
within thirty (30) days following the completion of the audit.

The purpose of the audit will be to conduct a physical inspection of the building and/or
project, for the lessor of 20 percent of the low-income units in the low-income project,
rounded up to the nearest whole number of units or the Minimum Unit Sample Size set
forth in the Low-Income Housing Credit Minimum Unit Sample Size Reference Chart,
26 CFR § 1.42-5, (c)(2)(ii1), to inspect the units and review the low-income certifications,
documentation supporting the certifications, and rent records for the tenants in those
units. The audit will also consist of a review of first year tenant records, a review of the
documentation supporting the Annual Report, and any other documentation necessary for
HHFDC to make a determination as to whether the project is not in compliance with
Section 42 IRC and Section 235-110.8 of the Hawaii Revised Statutes.

When conducting tenant file reviews, HHFDC's and its Authorized Delegate’s reviews

shall include, but not be limited to:

e completed rental application, including certification of assets and disposal of assets,
1f applicable;

e tenant income certification completed for move-in and current year, including all

required signatures and dates;

income verification(s) completed and documented;

assets verified in accordance with IRC regulations;

student eligibility documentation;

lease and lease addendums completed at move-in;

® o o @
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o utility allowance on file;
e review of first year tenant records which qualified the project initially for LIHTC.

The owner shall have a period of forty-five (45) days in which to respond to the findings
of the management audit. HHIFDC shall review the owner’s response to determine the
extent to which the issues raised in the management audit letter are addressed. Findings,
whether corrected or not, will be reported to the IRS.

See the following Section J for information on notification to the IRS of any non-
compliance found in the management audit.

—_—0G. Rural Housing Service (RHS) and Tax-exempt Bond Issue Projects

In accordance with the published IRS guidelines on compliance monitoring, an exception
may be granted to RHS projects under its section 515 program and buildings or projects
of which 50 percent or more of the aggregate basis is financed with the proceeds of tax-
exempt bonds.

The IRC regulations allow for exception of a building from the inspection requirement if
the building is financed by RHS under the section 515 program, the RHS inspects the
building [under 7 CFR part 1930(C)], and the RHS and the allocating agency enter into a
memorandum of understanding, or other similar arrangement, under which the RES
agrees to notify the allocating agency of the inspection results. Irrespective of the
physical inspection standard selected by the allocating agency, a low-income housing
project under Section 42 IRC must continue to satisfy local health, safety and building
codes. A memorandum of understanding has not been executed between HHFDC and

' RHS.

Annual Reports, QBTS, Compliance Monitoring Status Reports and other reports are still
required of RHS projects. Although HHFDC has allowed the use of the RD 3560-8, the
form does not determine eligibility for specific LIHTC requirements. Owners need to
determine whether the TIC will be used, or a worksheet will be attached to RD 3560-8 to
determine eligibility under the IRC. Management audits will still be conducted as
indicated herein.

An owner who for some reason is not able to make any of the required certifications
stated in the Annual Report or other requirements must inform the Agency immediately
of such inability, as well as explain the reason for said inability.

H. Reporting Requirements

1. The LIHTC Annual Report must be submitted annually by February 1 of each year
throughout the compliance/extended-use period.

2. Part IT of the IRS Form 8609 must be completed by the owner and submitted with
the initial Annual Report.

3. Qualified Basis Tracking Sheets are submitted at a minimum annually with LIHTC
Annual Report until all set-asides are established.

4. Status Reports are submitted annually by owners with the Annual Report to
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document and track the continuance compliance of LIHTC units throughout the
compliance/extended-use period.

5. A copy of the applicable schedule, report or model used to calculate the utility
allowance, submitted annually with the Annual Report.

6. Annual submission of required tenant data in accordance with the Housing and
Economic Recovery Act of 2008.

These forms must be sent in to HHFDC or its Authorized Delegate at the address shown
in Section IL

The Tenant Income Certification and LIHTC forms listed above are available from
HHFDC. Additionally, HHFDC has data regarding HUD area median incomes,
maximum rental rates, income verification information and third-party verification forms.

L Fees

A compliance monitoring fee of $25 per unit for all units within each project shall be
charged annually for administrative expenses. This fee shall be submitted with the
LIHTC Annual Report for each year of the compliance/extended-use period. HHFDC
reserves the right to adjust fees due to changing circumstances annually each January 1. It
will be the responsibility of HHFDC to inform the owner of any changes in the annual
compliance fee prior to the submission of fees. The compliance monitoring fee will be
effective as of the Placed-in-Service date for the first building.

J. Non-compliance Penalties

The penalty for non-compliance with these procedures is the potential recapture of the
credits awarded and interest on the amount recaptured. The IRS shall determine penalties
for non-compliance.

Upon determination by HHFDC of non-compliance with the LIHTC Program, the owner
shall be notified and given forty-five (45) days to correct any discovered violations. In
accordance with the IRS published guidelines on compliance monitoring, HHFDC will be
required to notify the IRS within forty-five (45) days after the end of the thirty-day
correction period, whether or not the non-compliance is corrected. HHFDC will be given
the opportunity on the IRS form to indicate whether the owner has corrected the non-
compliance. HHFDC may extend the correction period, up to a total of six (6) months, if
it is determined by HHFDC that good cause exists for granting such an extension. In such
a case, the IRS will not be notified until the end of the extended correction period.

& K. Additional Use Period

After the initial 15-year compliance period of the Extended Use Period {“Additional Use
Period™), HHFDC is no longer required to report instances of non-compliance to the IRS.
The Compliance during the Additional Use Period (“AU Compliance Policy™) will
concentrate on enforcing the requirements of the LTHTC program through the term of the
Declaration of Restrictive Covenants for Low Income Housing Credit recorded on the

property.
The AU Compliance Policy is largely based on the procedures of the initial compliance

20242025 Qualified Allocation Plan
Hawaii Housing Finance and Development Corporation Page 32

EXHIBIT B


https://3034ZQ.25

period. Unless noted below, the policy and procedure for compliance during the initial
compliance period shall continue to apply to the additional use period.

Effective Date

The AU Compliance Policy shall be effective on the first day after the expiration of the
initial 15-year compliance period for the last building placed in service in the project.
Generally, the additional use compliance period will begin on January 1 of the year after
the expiration of the initial 15-year compliance period of the last building placed in
service and be in effect until the end of the additional use period.

Income and Rent Sef Aside
Owmers are subject to the Section 42 occupancy and rent restrictions required in the
Declaration of Land Use Restrictive Covenants for Low-Income Housing Credits.

Student Households

The IRC student rule no longer applies during the additional use period. However, as
HHFDC wants to ensure that properties in the additional use period are not used as
dormitory housing, a modified student eligibility requirement will be enforced. During
the additional use period, a household comprised entirely of full-time students will
qualify as long as at least one member of the household is an independent student or is 2
student in grades Kindergarten through 12 (including home schooled minors studying
course material within these grades). An independent student is defined as one who is not
claimed as a dependent on his‘her parent’s tax retum (proof required).

Available Unit Rule / 140% Rule

For projects which include market rate units, the Available Unit Rule and the 140% Rule
do not apply during the additional use period. The percentage of LTIHTC units as
specified in the Declaration of Restrictive Covenants for Low Income Housing Credits
must be maintained throughout the additional use period.

Certification and Recertification
Certification of tenants at the time of move-in shall be required during the additional use
period according to the same procedure as the compliance period.

Recertification of tenants will not be required during the additional use period. However,
if any adults are added to the household, then the household must be re-certified.

Unit Transfers

During the additional use period, unit transfers are allowed without a new income
qualification. Documentation of all unit transfers that occur shall be submitted as part of
the Reporting Requirements.

Reporting Requirements

a. The LIHTC Annual Report must be submitted annually by February 1 of each
year throughout the additional-use period.

b. Status Reports are submitted annually by owners with the Annual Report to

document and track the continuing compliance of LIHTC umnits throughout the
additional-use period.
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Site Audits

Commencing within three years after the expiration of the Compliance Period, site audits
for projects may be conducted at least once every five years. Projects that have
substantial outstanding non-compliance beyond the correction period based on the
findings of the most recent site audit may be subject to more frequent site audits.

Owner Inspection
Owmers shall conduct an annual physical inspection of each unit and common areas in the
project.

Correction Period and Non-compliance Penalties

Upon determination by HHFDC of non-compliance with the LIHTC Program during the
additional use period, the owner shall be notified and given forty-five (45) days to correct
any discovered violations. HHFDC may extend the correction period on a case-by-case
basis, up to a total of six (6) months, if it is determined by HHFDC that good cause exists
for granting such an extension. Owners may request HHFDC to review all outstanding
non-compliance issues for a property once per calendar year after the initial correction
period.

Any owner and constituent entities involved in management and ownership of a project
with an unresolved finding of non-compliance beyond the initial comrection period may
be deemed to be Not in Good Standing by HHFDC Finance Branch.

Owmers must clear all outstanding non-compliance issues to be deemed in Good Standing
with HHFDC Finance Branch.

2IRC Section 42-(h)(6YEXDHAD)
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owner-will only-be-able to-request-a-QC-once during the entire additional use period-of the project.
i ing the-ap i i p ne-an-owhe an-reqgue QC-Application:

B

20242025 Qualified Allocation Plan
Hawaii Housing Finance and Development Corporation

EXHIBIT B



10. In keeping-with-the purpose of IRC-§42.-the-Corporation-will resolve-any-case-of
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Appendix 1
Market Study

: : odeHHFDC requires a comprehensn &
Market Studv of the housmg needs of low—mcome mdmduals in the area to be served by the project by a
disinterested party-must-be-submitted-as-part-of this-application. The Market Study shalLM be
completed at the Owner’s expense_and must be dated within six months of the application deadline.

The Market Study shallmust address the following information:

e A statement of the competence of the market analyst.

e A description of the proposed site.

¢ Demographic analysis of the number of households in the market area which are income eligible
and can afford to pay the rent. Estimate of capture rates for the market areas.

®  Geographic definition and analysis of the market area.

¢ Identification of the project including location, unit counts, income levels and target population.
The Market Study must be consistent with the proposed project.

s Analysis of household sizes and types in the market.

¢ A description of comparable developments in the market area.

e Analysis of practically available rents, vacancy rates, operating expenses and turnover rates of
comparable properties in the market area.

e  Analysis of practically available rents, vacancy rates and turnover rates of market rate properties
1n the market area.

e Expected market absorption of the proposed rental housing, including a description of the effect
of the market area.

o Identification and commentary of proposed projects in the market areas.

e Analysis of market demand for tenants with special housing needs when applicable.

Projects that are requesting credits from eligible basis generated from a Community Service Facility as
defined in Section 42 (d) (4) (C) (111) must provide a market study that addresses the following:

A description of services provided that improve the quality of life for community residents;
The market area and demand for services provided;

The applicability of service provided to the community;

The affordability of the services provided to persons of 60% AMGI or less.
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	 Criterion 8. State/Local Government Owned Land. New scoring criterion. 
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	f.
	f.
	f.
	 Criterion 11. Developer and Property Management Experience. Increased total point value to 6 from 10. 

	g.
	g.
	 Criterion 12. Length ofAffordability Commitment. Added "Perpetuity" as the highest scoring commitment period. 

	h.
	h.
	 Criterion 13. Available and Minimum Unit Sizes. Added to existing scoring criteria by defining minimum unit sizes. Increased total point value from 3 to 5. 

	i.
	i.
	i.
	 Criterion 15. Percentage of Income Targeted Units. The calculation is simplified and adds consideration of the average income minimum set-aside. Applications earn the maximum points for either targeting 30% of units to 30% AMI or the equivalent mix of designations. 

	i. Average Income. New scoring criterion. Applications for certain projects can indicate electing the third minimum set-aside. Owners doing so must comply with three HHFDC requirements. 

	j.
	j.
	 Criterion 20. Waiver of Qualified Contract. Removed. 

	k.
	k.
	 Criterion 20. Census Tracts with Concentrated Wealth. New scoring criterion. Applicants score under this criterion based on the percentage of families below the poverty rate in the Census tract containing the project site. The score depends on the other applications. The site in the tract with highest percentage receives the maximum points. 


	1. Criterion 21. Loan Repayment. New scoring criterion. Scoring is based on repaying a Rental Housing Revolving Fund loan within the affordable commitment period. 
	m.
	m.
	m.
	 Criterion 22. State Conveyance. New scoring criterion. Scoring is based on willingness to sell the property in the future to a state government agency. 

	n.
	n.
	 Criterion 23. Need for Rehabilitation. New scoring criterion. Scoring is based on the extent to which an award would improve residents' quality of life. 


	C. A public hearing was conducted on October 25, 2024, to accept testimony on the proposed QAP. 
	1. The following members of the public were present at the hearing in-person, online and via telephone: 
	a.
	a.
	a.
	 Ms. Sharon Oshiro, Young Adults in Transition 

	b.
	b.
	 Ms. Alison Anderson, CREA, LLC 

	c.
	c.
	 Ms. Angie Chapman, Office of Senator Stanley Chang 

	d.
	d.
	 Mr. Keegan Flaherty, Ikenakea Development, LLC 

	e.
	e.
	 Mr. Galen Fox, Church of the Crossroads 

	f.
	f.
	 Ms. Sharon Har, The Michaels Organization 

	g.
	g.
	 Mr. Monte Heaton, Highridge Costa Development Company 

	h.
	h.
	 Ms. Denise Iseri-Matsubara, City & County of Honolulu, Office of Housing 

	i.
	i.
	 Ms. Makani Maeva, Ahe Group 

	j.
	j.
	 Mr. Mohannad Mohamia, Highridge Costa Development Company 

	k.
	k.
	 Mr. Hakim Ouansafi, Hawaii Public Housing Authority 
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	1. Mr. Tai Pa, The Michaels Organization 
	m.
	m.
	m.
	 Mr. Benjamin Park, Hawaii Public Housing Authority 

	n.
	n.
	 Mr. Dean Sakata, Mark Development, Inc. 

	o.
	o.
	 Mr. Scott Settle, Affordable Housing and Economic Development Foundation 

	p.
	p.
	 Mr. Mark Shelbume, Novogradac 

	q.
	q.
	 Mr. Craig Watase, Mark Development, Inc. 

	r.
	r.
	 Mr. Kali Watson, Department of Hawaiian Home Lands 

	s.
	s.
	 Mr. James Weglarz, The Michaels Organization t Mr. Jesse Wu, Department of Housing and Urban Development 


	2. Written testimony regarding the proposed 2025 QAP was received from: 
	a.
	a.
	a.
	 Mr. Thorn Amdur, Lincoln Avenue Communities 

	b.
	b.
	 Ms. Audrey Awaya, Pacific Housing Assistance Corporation 

	c.
	c.
	 Ms. Daintry Bartoldus, Hawaii State Council on Developmental Disabilities 

	d.
	d.
	 Ms. Susan Berk, Fuller Lives 

	e.
	e.
	 Mr. Nathaniel Bossick, Rainbow Health, LLC 

	f.
	f.
	 Mr. Kevin Camey, Affordable Housing Connections, LLC dba AHC Hawaii 

	g.
	g.
	 Mr. Stanford Carr, Stanford Can- Development 

	h.
	h.
	 Ms. Ellen Carson, Hawaii Young Adults in Transition 

	i.
	i.
	 Senator Stanley Chang, District 9, Housing Committee Chair 

	j.
	j.
	 Mr. Matthew Cohen 

	k.
	k.
	 Mr. Christopher Flaherty, 3 Leaf Holdings 


	1. Mr. Chris Fong, Tradewind Capital, Inc. 
	m.
	m.
	m.
	 Mr. Patrick Gartside, Statewide Independent Living Council of Hawaii 

	n.
	n.
	 Mr. Seth Gellis, CPP Housing 

	o.
	o.
	 Mr. Jeff Gilbreath, Hawaii Community Lending 

	p.
	p.
	 Ms. Carla Houser, Residential Youth Services & Empowerment 

	q.
	q.
	 Mr. Patrick Humey, Hope Services Hawaii 

	r.
	r.
	 Ms. Carolina Jesus, Shelter of Wisdom 

	s.
	s.
	 Mr. Paul Kobayashi, Catholic Charities Housing Development Corp 

	t.
	t.
	 Ms. Makam Maeva, Ahe Group 

	u.
	u.
	 Mr. Mohamiad Mohanna, Highridge Costa Development Company 

	v.
	v.
	 Mr. David Nakamura, Mutual Housing Association of Hawaii 

	w.
	w.
	 Ms. Sandra Oshiro, Young Adults in Transition 

	x.
	x.
	 Ms. Karen Seddon, EAH Housing 

	y.
	y.
	 Mr. Reyn Tanaka, NAIOP 

	z.
	z.
	 Ms. Patti Tancayo, Kalanianaole Development aa. Mr. Craig Watase, Mark Development, Inc. bb. Mr. James Weglarz, The Michaels Organization ec. Ms. Lynette Young-Pak dd. Department of Hawaiian Home Lands 


	D. Information from the public hearing can be fomid on the HHFDC website at: landing-page/ 
	https://dbedt.hawaii.gov/hhfdc/2025-hhfdc-qualified-applicatioi-i-plan-qaEr 
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	1.^AP-Public-ComiTients-COMBINED-updated-103024.pdf 
	 Written testimony: https:/7dbedt.hawaii.gov/hhfdc/files/2024/10/2025
	-


	E. The 2025 Funding Round timeline of events for the 9% LIHTC (volume cap) and 4% LIHTC (non-volume cap) is estimated as follows: 
	December 13, 2024 Applications Available Febmary 14, 2025 Applications Due June - August 2025 Award Recommendations to HHFDC Board 

	IV. RECOMMENDATION 
	IV. RECOMMENDATION 
	That the HHFDC Board of Directors approve the following: 
	A. Approve the Proposed 2025 QAP attached as Exhibit A. 
	B. Authorize the Executive Director to take all action necessary to effectuate the purpose of this For Action. 
	Attachments: Exhibit A - Proposed 2025 QAP Exhibit B - Proposed Changes from 2024 QAP to 2025 QAP 
	Prepared by: 
	Prepared by: 
	Prepared by: 
	Michael E. Doyle, Finance Specialist 
	?_ 

	Reviewed by: 
	Reviewed by: 
	Jay Y. Nakamura, Finance Specialist II 
	^ 

	Reviewed by: 
	Reviewed by: 
	David T. Oi, Finance Manager 
	^L 

	Reviewed by: 
	Reviewed by: 
	Craig K. Hirai, Executive Assistant 
	^n 


	Approved by the Board of Directors as Circulated D Amended On November 19, 2024 Finance Branch 

	Please take necessary action. 
	Please take necessary action. 
	^ ^ 

	^Executive Director 
	^Executive Director 
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	EXHIBIT A 
	STATE OF HAWAII LOW-INCOME HOUSING TAX CREDIT PROGRAM 2025 QUALIFIED ALLOCATION PLAN 
	Introduction 
	The Low-Income Housing Tax Credit (LJHTC) Prosram is governed by Section 42 of the Internal Revenue Code (IRC). The State of Hawaii created a. State LIHTC vAich is equal to fifty percent (50%) of the Federal LIHTC allocated to a project. The Hawaii Housing Finance and Development Corporation (HHFDC) has been designated as the agency responsible for the administration ofbofh Federal and State UHTC Programs for the State. of Hawaii. 
	In. accordance with Section 42 of the IRQ HHFDC developed this Qualified Allocation Plan (QAP or "allocation plan") which sets forth the criteria to evaluate and allocate UHTC to projects which best meet the housing needs of the State and preferences required by Section 42 of the IRC, and the procedure to monitor for compliance with the provisions of the LIHTC Program. 
	This allocation plan is effective for reservations and awards ofLIHTC for the calendar year 2025. The QAP is subject to amendment by HHFDC Board of Directors. 
	Is. the process of administering the LIHTC and other programs, HHFDC -niU make decisions and 
	interpretations regarding the QAP and project applications. Unless otherwise stated, HHFDC is 
	entitled to the full discretion allowed by law in making all such decisions and interpretations. 
	II. Application and Award Process 
	Applica.tions for the LIHTC are available on the HHFDC website at 
	https:/'/dbe<lt.han'au.gov/lihfdc/developers'consolidated-applic3tion-financing.'1 

	Applications for UHTC must be submitted to HHFDC no later than the indicated deadline. HHFDC may defer the consideration of any application if doing so in Ae best mterest of meeting housing needs. 
	HHFDC will rank complete and accepted applications in relation to others in the current funding round. The amount ofLIHTC reserved or allocated to a particular project will be limited to the mimmum HHFDC deems necessaiy to malce the project feasible. 
	The allocation plan utilizes selection criteria to facilitate project ranking. The criteria are an important component in detenninmg project rankiug but may not be the sole detemuning factor for LIHTC awards. HHTDC also may consider other relevant factors that it deems to be in the best interest of affordable housing for the State of Hawaii, including, but not limited to: 
	1.
	1.
	1.
	 Development team experience and performance; 

	2.
	2.
	 Financial condition and perfoimance; 

	3.
	3.
	 Related developments; 

	4.
	4.
	 Development timing; 

	5.
	5.
	 Tenant health and safety: 

	6.
	6.
	 "At-risk" conversions; 

	7.
	7.
	 Housing inventory; 
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	8.
	8.
	8.
	 Affordable housing policies at the State and County levels: 

	9.
	9.
	 Development and operating budgets; and 10- Market conditions. 


	DI. Threshold and Selection Criteria 
	A. Registration and Current Application: 
	1.
	1.
	1.
	 Failure to comply with the requirements of this subsection ffl(A) by 9% LIETTC or 4% LIHTC applicants will result m immediate rejection of the application for fhe correspondms application, round. The Applicant also vnQ. be restricted fi-om applymg for any HHFDC resources m the next HHEDC fmancing round foilomiag the rejection date or twelve (12) months from the rejection date, whichever is longer. 

	2.
	2.
	2.
	 Each application wffi identify one validly existmg entit;' as Ae Applicant. Only tiie identified Applicant will have the ability to make decisions regarding that application. The Applicant may enter into joint venture or other agre-ements, but HHFDC will not be responsible for evaluating those documents to determine fhe relative rights of the parties- If the application receives an award, the Applicant or an af&liated. entity must become a managing member or general partner of the ownership entity. 

	The Applicant must be registered to do business within the State of Hawaii and provide evidence of such at Ae time ofappHcatioa along with a vendor compliance certificate fi-om the State of Hawaii Procurement Office. 

	3.
	3.
	 After HHFDC's Board of Directors adopts a new, amended, or updated QAP, HHFDC will not accept arsy applications for HHFDC resources until it issues a Consolidated Application that takes into account Ae correspcmdiag new, amended, or updated QAP. HHFD'C prohibits fhe submission of any prior versions or otherwise uaaudiorized versions of its Consolidated Application. Only the Consolidated Application posted for the cun-eat year's funding round are acceptable. 


	B. Minimum Thresholds: 
	Applications must meet all of the following Minimum Threshold requiremeffts to receive consideration for an allocation or award ofUHTC. 
	Failure to meet any Miaimum Threshold wiU result in the munediate rejection ofAe application. 
	1.
	1.
	1.
	 Market Study Applications must include a Market Study which complies with Appendix 1. 

	2.
	2.
	 Site Control The Applicant or an affiliated entity must have control of the site in a fona acceptable to HHFDC and submit one of the foUo-wing -nith the application: an executed lease or sales option agreement, fee simple deed. executed land lease, or any other documeotation acceptable to HHFDC. Evidence of site control must be provided for all proposed sites. 
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	All lease terms must extend a minunum of five (5) years past the affordabiiity ccunmrimeut period. 
	3. Project Readiness - AH UHTC applications The proposed project must have the following discretionary approvals at fhe time of application, as applicable (with supporting evidence and documentation satisfactory to HHFDC). 
	•
	•
	•
	 Zoning Approval'Compliance 

	•
	•
	 Special Management Area (SMA) 

	•
	•
	 Other approvals HHFDC deems necessarv to detemune the readiness of the project. 


	4. Engineering or Capital Needs Assessment 
	a. Applications for new construction must include a preluninary engmeering report (PER) for the sitework containing analysis of necessary water, sewer, drainage, electrical, and roadway improvements which are needed for fhe development and Ae following: 
	scope of report; existing conditions (cunrent state of project); evaluation of existing infi-astructure and systems, including but not limited to site conditions, drainage; description of new proposed project; cost estimates including engmeeriag, construction, coatingency and orverall project cost; and 
	•
	•
	•
	 project timeline and schedule. 

	b.
	b.
	 Applications for projects acquiring an existing property must include a capital needs assessment by a competent third pss^y identifying: 

	•
	•
	 deferred mainteaance, physical needs said deficiencies, and material building code violations Aat affect the property's use, structural and mechanical integrity, and future physical and financial needs; 

	•
	•
	 any work that must be completed immediately to address health and safety issues, violation of Federal or State law, violation of local code, or any woric necessary to ensure that tfae building can continue to operate as affordable housing. 


	All units need to be reviewed. 
	5. Plan and Cost Renew (aU applications) Submit a certified cost estimate (plan and cost review) by an indqiendect third-party construction estimator (with a minimum of 5 years' eisperience) for rehabiUtation and vertical construction based on a preliminary design. 
	The plan and cost review should review fhe following key elements: 
	a.
	a.
	a.
	 Cost - Are fhe costs appropriate for the project? 

	b.
	b.
	 Constroctabifity - Are the plan adequately detailed and well designe-d so that the project mill not run into excessive change orders? 

	c.
	c.
	 Contingencies - Is there an adequate contingency amount for contingencies tfaat arise 
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	durine construction? 
	6. Public Housing Waittist/Homeiess Sen-ices Programs The Applicant will cestify fhat all low-income units will be made available to people on the waiting Ust for low-iacome public housing and/or an acceptable shelter program. Applications must include the follo-wmg (refer to exhibit Ust): 
	a. PubUc Housmg Waiflist/ttomeless Sen-ices Certification. 
	b- Copy of the letter submitted to the local public housing authority which administers the public housing waiting list. 
	c. Copy of the. letter submitted to the Department of Human Services, Homeless Programs Office. 
	7.
	7.
	7.
	 Smoke Free All projects wiU be smoke free. Owners must submit a. certification that it will prohibit smoking in all indoor common areas, individual liviflg areas (iaduding balconies and lanais), and -wifhm 25 feet of building aitties or ventilation, intakes. A non-smoking clause must be included in the lease for each. household. 

	8.
	8.
	 Contractor Profit Limitation 


	a.
	a.
	a.
	 Contractor's profit inchxling general requirements and overhead, shall not exceed 14.0% of hard construction costs. 

	b.
	b.
	 Contractor General Requirements include insurance, security, fencmg, etc. 

	c.
	c.
	 The Project \vsll evidence compliance with this section at applicatiou fbrough the Consolidated Application. 

	d.
	d.
	 Tfae Project -will eiidence oompliance with this section at project completion through the audited final cost certification. 

	e.
	e.
	 The contractor profit limitation is a requirement of the developer and the contractor. Contractor Profit Percentage is calculated as follows: 

	i.
	i.
	 Contractor Profit (aumerator) is tfie sum ofAe follozviag items: Site Work: Contractor Profit Site Work: Contractor Overhead Site Work: Contractor General Requirements New Building.'Rehabilitation: Contractor Profit NewBuilding/Rehabilitation: Contractor Overhead New Buildmg/Rehabilitation: Contractor General Requirements 


	Construction Costs (denominator) is fhe sum of the following items: 
	•
	•
	•
	 Site Work: Cost 

	•
	•
	 New Buildme/Rjehabilita.tion: Cost 

	•
	•
	 Excluding Contractor Profit for Sitework and New Buildmg.'Rehabilitation 
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	iii. Contractor Profit Percentage is Contractor Profit divided bv hard Constroctioa Costs and shall not exceed 14.0% 
	iv. If there are multiple prime contractors, each eoatractor's proEt, iadudmg general requirements and overhead, may not exceed 14.0% of the hard construction costs for that contract. 
	9. Debt Service Ratio 
	a.
	a.
	a.
	 Projects with hard debt service requirements with or •mthout an application for aa RHRF Project Award Loan must evidence a Debt Sen-ice Ratio of no less Aan 1.15x on ati hard debt semce requirements for the duration of the initial 15-yearUHTC compliaace period. Applicants msy underwrite an KHKF Project Award based on required terms, induding cash flow contingent payments. 

	b.
	b.
	 Projects with no hard debt sen-ice requirements and applying for aa RHRF Project Award Loan must evidence a Debt Service Ratio of no less than 1.15x on fhe requested RHRF loan for the duration oftfae amortization period. The Applicant is required to use the following assumptions m underwriting tfae RHKF loan: 

	i.
	i.
	 Interest Rate: Long-Term Applicable Federal Rate m effect for fhe month the Consolidated Application is released. 


	ii.
	ii.
	ii.
	 Amortization: FuU Amortization over 35 years. 

	c.
	c.
	 Proj ects wi<h no hard debt. service reqiurements and not a.pplymg for an RHRF Project Award Loan must e\ideoce positive Net Operating Income throughout the affordable conmiitment period indicated in fhe Consolidated Application. 

	d.
	d.
	 Hard Debt Senice: 

	i.
	i.
	 Defined as scheduled regular and periodic principal aad/or interest payments of project loan obligations made for its direct benefit, as evidenced by a note and loan agreement. 

	ii.
	ii.
	 The Applicant is required to support all hard debt sen-ice loans and terms wifh executed lenders' commitment letters, letters of interest or term sheets under Ae Consolidated Application-

	e.
	e.
	 Applicants must use the foUowmg parameters and assumptions in preparmg the Operating Profonaa of the Consolidated Application: 

	i.
	i.
	 Annual Income Inflation Rate of 2.0% and Annual E3qpense laflation Rate of 3.0% for the first 15 years or term of-die first mortgage, -wiuchever is greater. 

	ii.
	ii.
	 Annual Income Inflation Rate of 2.0% and Animal Expenses Inflation Rate of 2.0% for the remaining term ofaffca'dabilily
	-



	iii. Vacancy Rate of no less tfaan 5.0%. 
	iv. Annual Replacement Reserve AUocatioa of no less than S3 00 per uait per year 
	2025 Qualified Allocation Plan Hawaii Housing Finance and Development Corporation Page 6 
	EXHIBIT A 
	with an Annual Inflation Rate of 3.0%. 
	10.
	10.
	10.
	 Phase I Envu-omnental Assessment Required for all applications, dated within one (1) year of the application deadline. For acqwsition/rehabilitation projects; the Phase I Environmental Assessment should address lead-based pamt and asbestos. 

	11.
	11.
	 Proof of Non-Profit Status If applying under the Federal non-profit set aside, submit the following: 


	a.
	a.
	a.
	 Articles of Incorporation; and 

	b.
	b.
	 Copy of a cmrent 501 (c)(3) IRS Tax Exemption Letter 


	12. Developer Fee 
	a. Total Developer Fee includes developer fee, developer overbsad. managonent fee; consultant fee, etc. (as indicated in the Developer Fee section of the Consolidated Application). Exceeding the threshold below results in immediate rejection of the application. 
	b. 9%LIHTCs: 
	i. New Building - maximum total developer fee &fS55,000 per unit or $4,750,000 (whichever is less). 
	ii.
	ii.
	ii.
	 Existing Building (For both Existing Buildings used for housing and Existing Buildings not used for housing) - maximum total developer fee of 40% offhe rehabilitation hard costs (defined in Exhibit B-l of the CocsoUdated Application) or £4,750,000 (whicfaever is less). 

	c.
	c.
	 4% UHTCs and Bonds : Add the following amounts to the calculations above. The $4,750,000 alternative maximum does not apply. 

	i.
	i.
	 New Building - five percent (5°'o) of net eligible basis, not includmg DDA/QCT boost, less total developer fee. 

	ii.
	ii.
	 Existing Building (For both Existing Buildings used for housing and Existing Buildings not used for housing) - five percent (5%) of total acquisition cost up to a maximum of $750,000. 


	13. IMinimura Affordabflity Period 
	a.
	a.
	a.
	 Applicants requesting as. award ofUHTCs must commit to a minimum affordability period of 45 years. 

	b.
	b.
	 Acquisition/Rehabilitatioa of an Existing Building used for housing: affordabilrty period must also exceed sasy pre-existing affordability period by no less than 30 


	years. 
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	c. All owners wiH •n-aive their right to request a qualified contract. 
	14. LIECTC Developer Experience 
	a.
	a.
	a.
	 Muiimum of one (1) LIHTC project placed in service by the Applicant or aa afEHated entity- A UHTC project that was placed in sen-ice in which Ae Applicant's consultant had a contractual obligation with the Project Owner throughout fhe constmction/rehabilitation. period and contmues to participate m tfae management of the project ifaroughout the extended use penod (as defined and required by IRC section 42(h)(6)(D)), may satisfy the LIHTC developer experience requu-emeat, subject to fhe submission of suppor

	b.
	b.
	 Minimum of one. (1) LfflTC project currendy managed by the Management Agent. 

	C.
	C.
	 Low-Income Housing Tax Credit project financed with Tax-exempt Bonds: Applicants may apply for an allocation ofLIHTC with either 


	•
	•
	•
	 a commitment to issue private activity bonds &om a state or local government, or 

	•
	•
	 an application for Private Activity Tax-exempt bonds from HHFDC. 


	Applicants requesting LIHTCs must submit all documentation required in the application 
	and will be subject to all feasibility reviews, but are not subject to scoring under the 
	Criteria Pomt System. 
	D. Criteria Point System: Each application -will be evaluated and awarded points in accordance with the following criteria. Unless otherwise indicated, all references to low-income unit(s) or low-income rental umt(s) shall mean LfflTTC umt(s). 
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	Criterion 1. LIHTC and HHFDC Resource - Efficiency and Leveraging 0 to 10 points 
	1A - UHTC and HHFDC Resources Effidency 0 to 5 poarts Applicants score under this criterion based on the ratio ofHHFDC resources (LIHTC, RHRF, DUKF, or any other Permanent Finsncing provided by or th-ough HHFDC) over the number ofUHTC units as fottows: 
	[CFederal LfflTC Request x 10) + HHFDC Permanent Financing Request] Number ofLIHTC Units 
	The applicant with the lowest ratio receives 5 points, the applicant with the highest ratio receives 0 points, and those with ratios between the highest and lowest receive a proportional number of points based on their proximity to the lowest ratio. A project's score depends on the ratio of other projects in its apptication round. 
	1B - UHTC and HHFDC Resources Leveraging 0 to 5 pomts 
	Applicants score under Ifais criterion based on the ratio ofHHFDC resources requested 
	(LIHTC. RHKF, DUKF, or any other Pennanent Financing provided by or through 
	HHFDC) over total project cost as follows: 
	[(Federal LIHTC Request x 10) - HHFDC Permanent Financmg Request] Total Project Cost 
	The applicant with the lowest ratio receives 5 points, the applicant \\iib the highest ratio receives 0 points and those \vith ratios between the liighest and lowest receive a proportional number of points based on their proximrty to the lowest ratio. A project's score depends on the ratio of other projects in its app&cation round. 
	Criterion 2. County Income Adjuster 0 to 2 points 
	Applications receive points under this criterion based on the MTSP income limits as determined by BUD for the county in wfaich the project is located. 
	HHFDC will use the 60%, 4-pec&oa mcome limit for determining point allocations between the counties as follows: 
	County based points are 0 to 2 rounded to tfae nearest huadredth (0.00) based on the 
	lowest income tunit. The county with the lowest limit receives 2 points while the county 
	with the highest income limit recen'es 0 points. Points for the remaining counties are 
	based on their proximity beUveen the highest and lowest income limits- Please see 
	example below based on die 2021 income limits. 
	2025 Qualified Allocation Plan Hawaii Housing Finance and Development Corporation Page 9 
	EXHIBIT A 
	Honolulu 
	Honolulu 
	Honolulu 
	Hawaii 
	Kauai 
	Maui 

	2021 MTSP Income Limit (4 persoa''60% ^.IGI) 
	2021 MTSP Income Limit (4 persoa''60% ^.IGI) 
	71,480 
	51,360 
	61,140 
	61,980 

	Lowest Income Limit 
	Lowest Income Limit 
	(51,360) 
	(51.3605 
	(51,360] 
	(51,360) 

	Proiecfs Difference from Lowest Ratio 
	Proiecfs Difference from Lowest Ratio 
	20,120 
	9JSO 
	10,620 

	P.ange Between Hidest and Lowest Ratio 20,120 
	P.ange Between Hidest and Lowest Ratio 20,120 

	Masmnum Ppoints Available 2 
	Masmnum Ppoints Available 2 

	Raa.E?£ Value Per Point 10,060 
	Raa.E?£ Value Per Point 10,060 

	Project Points Avaikble 
	Project Points Avaikble 
	2.00 
	2.00 
	2.00 
	2.00 

	.CProi^s.DjfferenceZRaa^\^e^ NetPomts Scored.. 
	.CProi^s.DjfferenceZRaa^\^e^ NetPomts Scored.. 
	-as® 
	2.00 
	_ffi.9B ML 
	^M] 0.94 


	CriterioB 3. Reasonableness of Development Costs 0 to 12 pomfs 
	A- Existing Building used for housing projects receive zero (0) points. New Building projects and Existing Buildings not used for housing -will be ranked and scored as follows: 
	1. Projects will receive 0 to 6.0 points (rounded to die nearest 0.00) based on the lowest and highest total development. cost per residential square foot (total gross square feet of the residential and manager units). 
	< The project wifh the loxvest total development cost per residential square foot will receive 6.0 points. 
	•
	•
	•
	 The project wifh the highest total development cost per residential square foot vaS. receive 0 points. 

	•
	•
	 Other projects will receive a percentage of the 6.0 points based upon where fhe subject project's cost falls among fhe range of costs (highest cost less lowest cost). 

	•
	•
	 For example, a project. whose cost is 25% of the way from the lowest cost to the highest cost will receive 75% * 6.0 = 4.5 points, and a project whose cost is 75% of the way from the lowest cost to the highest cost will receive 25°/o * 


	6.0 =1.5 points. 
	• The formula used is (subject to correction of any typos): = (1 - ([Subject Prcyecfs cost] - [Lowest Cost]) / ([ffigliest Cost] - [Lowest Cost])) * 6.0. 
	2. Projects m-iU receive 0 to 6.0 points (rounded to Ae nearest 0.00) based on. the lowest and highest total development cost per unit. 
	• The project with the lowest total development cost per unit mill receive 6.0 
	points. 
	• The project vrifh the highest total development cost per unit will receive 0 
	points. 
	•
	•
	•
	 Other projects mill receive a percentage of the 6.0 points based upon where the subject projects cost falls among the range of costs (highest cost less lowest cost) 

	•
	•
	 The example and formula are fhe same as listed above for Ae cost per square foot 


	B. Total development costs ofmixed-use projects with substantial aon-residenrial use (including public and commercial uses) wiA its own non-HHFDC financing, may be evaluated without the non-residential component by proportionately reducing the 
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	total development costs based upon the gross floor area oftfae noo-resideatial, and 
	excluding the gross floor area of the non-residential use from the gross building area. 
	For mixed income projects wsdi a substantial number of units not being financed by 
	LfflTC, the cost and area of these units may be discounted if the applicant can 
	provide a dear and reasonable cost brealcdown for the units not considered affordable 
	under tfais program. 
	Criterion 4. Applicant's Readiness 0 to 24 points 
	Identification of serious issues in need of resolution for tfae project to proceed in a timely manner and the abiUty of the Development Team to resolve these issues such that the development of the Project will commence in a timely maane-r. (For example, lack of adequate financiag sources; land use and zoning issues; or utility, water, and sewer availability.) 
	A. Is fhe project schedule reasonable for the proposed development? Are there any unresolved development issues, e.g., are there restnctioQS on water or sewer availability? Are there any issues \vi1h the project budget (e.g., is it adequate)? (8 points) 
	B. Are there any discretionary appro^-als outstanding Cliapter 343, HRS environmental requirements, land use/zonmg mcludmg Chapter 201H exemptions, and other necessary discretionary approvals, (max of 8 points) 
	C. Are. there any ministerial approvals outstanding (e.g., subdivision)? Have the construction drawings been completed and under review by the approving agencies? For existing projects; hsve all the necessary studies been completed (e.g., hazardous waste assessments)? (8 points) 
	Criterion 5. Tenant Services and Amenities 0 to 4 points 
	Tenant sen-ices and amenities that will enhance the Uvability of the project. 
	Criterion 6. Proj ect-Based Rental Assistance Subsidies 0 to 4 points 
	Project wifl be receiving, for the first time, project-based rental assistance subsidies for at least half of the units which would result in eligible tenants paying approximately 30% of fheir gross monfhly income towards rent. Eligible programs include, but are not limited to, the Rural Development 515 Loan Program and HUD Section 8 project-based Rental Assistance Program. 
	If the answer to the question is NO 0 points are awarded 
	If the answer to the question is YES 1 to 4 points are. awarded 
	If all the units have project-based subsidies, then the application earns 4 points. If only a 
	portion of a project has project-based subsidies, tfaea the scoring will be adjusted based 
	upon the percentage of units subsidized. The percentage is derived as '"'Number of 
	Subsidized Units / UHTC and non-LIHTC subsidized units," provided they are 
	developed simultaneously. 
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	Criterion 7. Stat&'Local Govemment Fiaancmg 0 to 5 pomts 
	The project will be receiving a permanent below maAet loan or grant from a State or local governmental agency other than HHFDC or a lease fi-om a government ageacy (including HHFDC). 
	The project has received a commitment for a permanent below market loan, or grant, or a commitment of at least Sl 0,000 but less than 880,000 per unit. A copy of a commitment letter, government action or contractual agreement must be included in the application. 2 points 
	The project has received a commitment for a permanent below market loan, or grant, or a commitment of more than 380,000 per unit. A copy of a commitment letter, government action or contractual agreemeut must be included in the application. 5 pomts 
	Criterion S. State'Local Government Owned Land 0 to 5 points 
	The project has received a lease from a government agency (including HHEDC) on property owned prior to the application date. Property acquired by the government agency after the application date will not be eligible to receive points under this criterion. 
	Criterion 9. Energy Efficiency and Green Building 0 to 4 pomts 
	Projects which promote smart growfh, energ}i-, and water ccuserratioiL operational savings and sustainable building: practices in affordable housing design may be awaa-ded up to 4 points as follows: 
	Proj ects can score points in only one category. If an Applicant attempts to elect more than one category, the project shall not receive an;.' pomts in this criterion. 
	Applicants must submit a certification irom the architect confimung that the Project can meet the required building standards for the category selected below (refer to exhibit list of the Consolidated Application). For example, if an Applicant selects LEED Gold, the architect must cettify that the Project can meet the LEED Gold standard. If the certification is missing or if it does not reconcile -wifh fhe AppUcant's election, the Project wiU not receive ssy points in fhis criterion. 
	National Green 
	National Green 
	National Green 

	Eiiterpnse 
	Eiiterpnse 
	USGBCLEED 
	Buildina 

	EPAEaergy 
	EPAEaergy 
	Green 
	for Homes - \-4 
	Standard 

	Star v3 
	Star v3 
	Commumties 
	HD&C 
	(NAHB) 
	No. Points 

	x 
	x 
	Certified 
	Certified 
	Bronze 
	1 

	TR
	Silver 
	Silver 
	2 

	TR
	Gold 
	Gold 
	j 

	TR
	Platinum 
	Emerald 
	4 


	 homes-hm index 
	http://\vm-\v.eneTff\rstar.e;ov/index.cfm?c=new
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	communities 
	http://\\^av.enterpris&communit\.r-comjsoludons-and-umovation./enterprise-.ereen
	-

	http:/7gTeenhomeguide-com;program.'''leed-for-homes 
	http:/7gTeenhomeguide-com;program.'''leed-for-homes 

	http-./ym^vjiali.bereen-or^'NGBS/default.aspx 
	Upon completion of the project owners must submit a certification, from either tfae appropriate regulating entity or the Project ardaitect confirming that the Project has met die standard selected. Failure to provide the certification may result in forfeiture of the good faith deposit. 
	Criterion 10. Project Location and Market Demand 0 to 6 pomts 
	The points awarded will be based on HHFDC's evaluation of factors such as, but not limited to the Project being located in a county's urban core''district (preference) versus rural district and is accessible to employment opportuuities and shopping; and recreational, medical and educational facilities are located in the immediate vicinity of the project site. 
	Located in a County's urban core ! 3 points 
	Located in an urbanize^. area 2 pomts Located in a master planne-d community 1 point Located in a rural district m proximity to employment Ipomt opportunities and medical and educational facilities 
	Project may earn up to 3 additional points for availability 3pomts of a mass transit station/stop wifhin 0.5 miles. For Oahu, projects may earn 3 points for being within 0.5 miles of a rail transit station or a bus stop with peak bus service of at least 5 buses per hour, or 1.5 points for being within 0.5 miles of a bus stop with any level of service frequency. For neighbor islands, projects may earn 3 points for being within 0.5 miles of a bus stop with peak bus service of at least 3 buses per hour; or 1.5
	Criterion 11. Developer and Property Management Experience 0 to 10 pomts 
	Applicants receive scores for this criterion based on fhe following: 
	A. The development team (inclusive of its general partners, co-developers, management agents, and other members-'agents) demonstrating the ability to meet all terms, conditions, and requirements set forth in the application materials mtl be awarded up to 6 points. Any applications submitted to HHFDC within the previous five-year period may be considered when awarding points for this criteria. 
	B. Number ofLETC projects placed m sen-ice by the Applicant or an a£5Uated 
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	entity. The number ofUHTC projects placed in service in which the Applicant's consultant that had a coctractual obligation with the Project. Owner throughout the coastmction..'rehabilitation period continues to 
	participate in fhe management of the project th-oughout the extended use period (as defined and required by IR.C section 42(h)(6)CD)), may be included in the scoring of this Criterion, subject to the submission of supporting documentation. 
	Projects Placed in Service Points 
	None. 0 1-5 0.5 G+ 1 
	C. ^Number ofLIHTC projects placed in sen-ice in Hawau, widiout extensions, additional HHFDC resources, or other acccanmodations. by fhe Applicant. (HHFDC may elect, to award points despite having granted an accommodation.) The number ofLIHTC projects placed in sexvice m •wiuch the Applicant's consultant that had a contractual obligation with the Project Owner throughout the construction / lehabilitation period and coatmues to participate in the management oftfae project tfaroughout the extended use period 
	Projects Placed in Service Points None 0 1-3 0.5 4+ 1 
	D- Number ofLIHTC projects managed by the Management Agent. 
	I Projects Managed Pomts 
	I None 0 1-5 0.5 6+ 1 
	E. Number ofLIHTC projects located ia the State ofHsEwaii managed by the Management Agent. 
	PTojecte_Maaagecl Points None 0 1-3 0.5 4+ 1 
	Criterion 12. Lengfh ofAffordabHity Commitment 0 to 7 pomts 
	Applicants shall receive points for committmg to aa additional use period beyond die mimmum "extended use period" as defined and required by IRC section 42(h)(6)(t3). The election will be recorded in the Restrictive Covenant Document. 
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	Points will be awarded based on tfae foUowine; 
	Points will be awarded based on tfae foUowine; 
	Points will be awarded based on tfae foUowine; 

	Total Extended Use Period (Total 
	Total Extended Use Period (Total 
	Points 

	Length ofAffordabUity Commitment): 
	Length ofAffordabUity Commitment): 

	Perpetuity 
	Perpetuity 
	7 pomts 

	61 years or more 
	61 years or more 
	3 pomts 

	55 to 60 years 
	55 to 60 years 
	4 pomts 

	50 to 54 years 
	50 to 54 years 
	3 pomts 

	45 to 49 yeass 
	45 to 49 yeass 
	2 points 


	Applicants electing perpetual af&rdability for their project must submit an additional exhibit detailing a comprehensive plan for funding resen-es and necessary capital improvements. The plan must outline strategies to secure sufficient capital throughout the project's useful life and beyond, •without relying on additional HHFDC resources. It should include a detailed financial projection to support the property's long-term physical and financial sustamabiUty.. 
	Criterion 13. Available and Mimmum Umt Sizes 0 to 5 pomts 
	An Application \\!iQ. receive up to 3 points if it elects to provide affordable hoiusing tfaat prorvide larger units which are available to individuals ivitfa. children or large families according to the following schedule: 
	20% or more oftfae total units are 1-bedrooms Ipomt 
	20% to 39% of the total uuits are 2-bedrooms or larger I pomt 
	40% or more of die total units are 2-bedrooms or larger 1 pomt 
	For all new construction applications, compliance with fhe mmimum unit sizes below will result in 2 points. The measurements below will be only for square footage wfaich is exclusively for fhe use of that unit aad is fatty enclosed, conditioned, and secured, measured interior fmish face of wall to interior finish face of wall, and does not include exterior wall square footage. Unconditioaed, uneaclosed, or unsecured areas such as lanais, patios, decks, porches, stoops, or unattached storage rooms caanot be 
	Studio 300 square feet 1 BR 360 square feet 2 BR 520 square feet 3 BR 720 square feet 4 BR 880 square feet 
	Criterion 14. Special Housing Needs 0 to 2 poicts 
	Projects will provide housing for tenant populations with special housing needs. 
	For the purpose of this QAP; "special housing needs" mean persons receiving a disability source of income, a sumvor of domestic violence, frail elders, or individuals 
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	experiencing homelessness. 
	Projects may receive up to 1 point for the criterion if it coamuts to provide sen-ices that wffl, enhance tihe In-ability of the project for tenant populations with spedal housing needs. The point awarded is based on fhe quantrty and quality ofsemces provided as well as the status of commitment to such services. The maximum points will be awarded only to Applicants that have an executed conunitmeat to serve this project by a. third-party service provider or if Applicant or owner is an esqierienced provider 
	All such services shall be optional to the tenant and shall be provided at no additioaal cost to the tenant. 
	Projects must demonstrate fhe feasibility of providing these services tfarouehout the compliance period as part of its application. The omner shall ceitafy the feasibility of the services provided in the application accompanied by supporting documentation during die compliance period. 
	The Market Study must include as. analysis of market demand for tenants with special housing needs. 
	Projects that commit to providing housing for tenant populations with special housiag 
	needs will be required to have those units occupied by the special housing needs tenants. The Declaration of Restrictive Covenants for Low Income Housing Credits will restrict the occupancy oflfae specified units to special housing needs tenants for the duration of the committed affordability period. For example, if a project commits 10 of die 60 LIHTC units for special housing needs tenants, those units shall be occupied at all times by a special housing needs tenant. The unit shall remain vacant until a s
	Criterion 15. Percentage of Income Targeted Units 0 to 10 points 
	Applicants receive points by providing a preference to lower income tenants in accordance, wifh fhe table below. 
	Applications wiU earn-up to ten (10) points based on agreeing to comply with the 
	applicable limits in the matrix below. la order to receive points, the application must 
	reflect die set-aside election (average income or "original" minimum set-aside (i.e.. 40% 
	at 60% or 20% at 50%) and meet the criteria below for the selected set-aside. 
	•
	•
	•
	 For average income, the percent shown is the average AME among the units' designations. 

	•
	•
	 For an origiaal minimum set-aside, at least 30% of the units must be affordable to and occupied by households at the AMI shown. 
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	^HNIMUM SET-ASIDE ELECTION 
	i3@^i^t:: 
	Average Income 30% in Origmal 
	10 
	10 
	10 
	51% 
	30% 

	6 
	6 
	54% 
	40% 

	2 
	2 
	57% 
	50°-o 


	Criterion 16. Involvement of a Qualified Non-profit Qrganizztion 0 or 2 points 
	Project involves a Qualified Non-Profit Organization as defined in Section 42 IRC and wiU elect to receive an allocation &om the non-profit set-aside. The Qualified Non-Profit Organization is to own an interest in the project (directly or through a partnership) and materially participate (within the meanmg ofSectioa 469(h) IR.C) m the development and operation of the project throughout the Extended Use Period. 
	In addition, HHEDC requires the fotlowing for the project to score points in this 
	Cntenon: 
	A. Submission of the Articles of Incorporation of the Qualified Non-Profit Organization 
	B. Copy of a current 501 (c)(3) IR.S Tax Exemption Letter for the Qualified Non-Profit Organization 
	C. Most recent Treasury Form 990 with ati supporting documentation, as filed with the IRS 
	D. The Qualified Noa-Profit Organization is required to have a physical ofiEice in fhe State of Hawaii 
	E. Submission of a valid Certificate of Vendor Compliance for the Qualified Non-Profit Organization indicating the entity is "compliant" or "exempt". 
	F. One of the exempt purposes of the Qualified Non-Profit Organization includes fostering low-income housing as indicated by Section 42 IRC. 
	Criterion 17. Opportmiity for Home Ownership 0 or 1 point 
	Project is offering tenants an opportunity for home ownership. The owner will offer tenants a right of first refusal to acquire the property in accordance with Section 42(i)(7) of the Code- To receive consideration for tfae criterion, the Applicant must provide a feasibility analysis addressing the tenant's ability to purchase the project and a plan discussing how the project vnQ. offer the units for homeownership to tenants. 
	If the answer to the question is NO 0 points 
	If the answer to the question in YES 1 point 
	Criterion 18. Qualified Census Tract 0 or 1 point 
	Project is located in a Qualified Census Tract The project -will redevelop existing housing which contributes to a concerted community revitalization plan as determined by HHFDC. 
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	If the answer to the question is NO 0 points 
	If the answer to the question in YES 1 point 
	To receive consideration for this criterion, the Applicant must provide an explanation on how this project is in compliance with such plan and its benefit to tfae overall community and a letter of interest or a binding agreement with the government agency admitiistermg the community revitalization plan. 
	Criterion 19. Historic Nature 0 or 1 pomt 
	Historic Nature. The project will presen-e the historic nature of an existing building. PresCTvation ofbuildmg(s) on a national or state historic registry ix'ill receive 1 pomt. 
	If the answer to the question is NO 0 points 
	If the answer to the. question in YES 1 point 
	Criterion 20. Census Tracts -with Concentrated WeaKIi 0 or 1 pomt 
	Applicants score under this criterion ba&ed on the percentage of families below the 
	poverty rate m the Census tract containmg ifae project site. The score depends on the 
	other applicatiofls- The site m the tract with 
	•
	•
	•
	 the lowest percentage receives 1 point 

	•
	•
	 highest percentage receives 0 points. Those between the highest and lowest will receive a proportional number of points based on fheir proximity to the lowest ratio. la the evest a. project will have buildings in multiple tracts, the calculation \vi\l be based on fhe one with the highest percentage. 


	Criterion 21. Loan Repayment 0 or 1 pomt 
	Applications involving fall repayment of a Rental Housing Revolving Fund loan within the committed RHKF affordabflity period wiU earn 1 point Applications not requestmg KHRF mill receive 1 point 
	Criterion 22. State Conveyance 0 or 1 pomt 
	Applicants will earn I point for agreeing to offer to sell fhe project to a state agency for 
	fair market value (as detemuned by a third-party appraisal), subject to commercially 
	standard tenas, no later than three years before the eod of the Section 42 extended use 
	period. The agreement will be. reflected in the Declaration of Restrictive Covenants. 
	Criterion 23. Need for Rehabilitation -2 to 2 pomts 
	HHFDC wiU award between -2 and 2 points based on its detemunation of how much the rehabilitation which -will inatedally improve resi<i©ats° quality of life (the extent of change between current conditions and results after completion). New Construction projects will receive 0 points. 
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	TV. mgfats ofHHFDC 
	HHFDC may disapprove or defer consideration of any application or project for any UHTC reserration or allocatioiL regardless of ranking under fhe criteria and pomt system in this allocation plan. 
	HHFDC may (i) hold back a portion of the annual state and federal bousing credit ceiling for use during later reservaticMi cycles, (ii) catn,' over a portion of the current year's housing credit ceiling for allocation to a project which has not yet been placed in service, and (ui) under certain conditions, issue a forward commitment for up to 25% of the next year's housing credit celling. 
	HHFDC is required under Section 42 of the IRC to aUocate only the mmimum. amount ofLIHTC required to make a project feasible. HHFDC may, at fhe time of issuance of the IE?S Fomi(s) 8609 for the project, decrease the amount ofLIHTC allocated to a project based on the actual cost and financing of the project. 
	Compliance with Commitments and Representations: 
	1. Projects and Applicants receiving an award ofUHTC are required to comply with their commitments and representations made under Ae QAP and Consolidated Application. 
	2- HHFDC shall veiify compliaace of the Project and Applicant during its review offhe Form 8609 request The reviefw shall mclude, but is not limited to, the following: 
	a.
	a.
	a.
	 Compliance with Contractor Profit and Developer Fee Limitations detennmed via the audited cost certification. 

	b.
	b.
	 Completion of project improvements in accordance -with plans and specifications determined via. architect certification. 

	c.
	c.
	 Compliance with. Green Building and Energy Efficiency commitmeats detemtined via architect certification or certificate issuance by the appropriate regulating body. 


	3. The failure of the. Project and Applicant to meet the commitments and representations may result ia forfeiture offhe entire 10% Good Faifh Deposit collected durmg acceptance offhe LIHTC Canyovei Allocation or Resen'ation. 
	HHFDC in no way represents or wanants any interested party which may include, but is not limited to; any developer, project owner, investor or leader that fhe project is, in fact, feasible or viable. 
	No member, officer, agent, or employee shall be personally liable concerning any matters arising out of, or in relation to, the reservation or allocation of the LIHTC. 
	V. Fees 
	The following fee; are associated with the UHTC program. HHFDC may adjust fhe fees due to changing circumstances annually each January 1. All fees must be paid via cashier's checlc and made payable to the Hawaii Housing Finance and Development Corporation. 
	Application Fee An application fee is payable to HHFDC at the time ofsuhcussion of the applicatioa. 
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	Good Faith Deposit A good faith deposit often percent (10%) of the first year's federal LEHTC reservation is payable at the tone the executed binding agreement is submitted to HHFDC. Upon allocation and issuance oftfae IRS Form 8609, HHFDC \vill retain eighty perceHt (80%) of the good faith deposit, as an administrative fee. The remainder of the good faith deposit may be refunded to the AppUcant. Failure by Owner to meet any of the representations made in the scoring criteria at the time of application will
	Compliance Mouitoring Fee Please refer to Section \TL Compliance Monitoring Plan. 
	VI. Compliance Monitoring Plan HHFDC Low-Income Housing Tax Credit Compliance NIanual is available at / 
	https://dbedt.hawaii.gov/hhfdc

	A. Summary 
	HHFDC wiU momtor compliance with all appHcable Federal and State Program requirements for the period a project is committed to providms low-income rental units. HHFDC will require that aU qualified tenants of a project be certified upon occupancy and be re-certified annually to ensure compliance. Projects must mamtain copies of the income certification for each tenant on forms approved or provided by HHFDC. Projects also must mamtain records regarding number of rental imits (indudmg number of bedrooms and s
	IfHHEDC becomes swaie of non-compliance, it -will notify the IRS in accordance with its rules. 
	B. Compliance 
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	Owner/Manager Training Owners, managing agents, and on-site maoagers should attend or document that fhey have recently attended training on managetnent and compliance prior to leasing any units, but no later than receipt ofIRS Form 8609, wfaich certifies an allocation ofLIHTC. Tramins may be required follo-mng significant or repeated noncompliance events. At minimum, such trainmg should cover key compliance terms, qualified basis rules. detacmination of rents, tenant eligibility, file documentation; next av
	procedures and unit vacancy rules, agency reporting requirements, record retention 
	requiremeuts, and site visits. 
	Set Aside and Average Income The project must comply with one of the low-income miaimum set-aside requirements of Section 42 IR.C as chosen by the Weosr at the time ofreceiviag the credits. 
	Tenant income is calculated in a manner consistent ivith fhe determination of annual 
	income under Section 8 of the United States Housing Act of 1937, as directed by the 
	Internal Revenue Code: 
	Only new construction and rehabilitation projects not subject to an existing UHTC Declaration of Restrictive Covenants are eligible to elect the average income muumum set-aside. Applicants must comply wifh the foUo-n'ing: 
	•
	•
	•
	 The designations for any bedroom type cannot exceed 60% of area median income. 

	•
	•
	 The project cannot contain unrestricted, market rate units. 

	•
	•
	 Owners of projects with more than one building must select that each is part of a multiple building set-aside on line 8b in Part U ofIRS Fonn 8609. 


	Rent Units in the project must be reat-restricted to either thirty (30) percent of the median income adjusted for family size for the area in -which the project is located or rent-restricted to thirty (30) peiceat of the imputed income limitations based on unit size. This rent restriction must be maintained fb'oughout the Term offhe Compliance and Extended use period. 
	Minimum Term of Compliance Projects re-ceh-ing a LIHTC allocation after JanaaUr'' 1,1990, must comply wifh eligibility requirements for the extended use period [initial 15-year period (compliance period), in addition to the 15 or more years (additional use period)] determined by elections indicated in the Restrictive Covenant Document. The Restrictive Covenant Document must be recorded before credits are allocated. 
	Annual Certification Summary must be certified aonually by the owner flirough the submission of the Annual Report. The Annual Report includes the Owner's Certificate ofCoatiaumg Program Compliance and shall be submitted by Febmary 1 of each year througliout the complianc&'exteaded use period. 
	Records Retention 
	The Annual Report and the supporting documentation verifyine the infonnation on the 
	Annual Report must be kept for a minimum, of six (6) years after the due date (with 
	extensions) for filing the federal income tax return for that year. The records for the first 
	year of the credit period, however, must be retained for at least 6 ye-ass beyood the due 
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	date (with extensions) for filing the federal income tax return for the last year of the 
	compliance period of the building, in accordance with published IRS guidelines. 
	The JRS allows electronic storage of records. However, HHEDC encourages the retention of hard copies of the first year's records-
	IRS Form S609 The owner shall complete Part IE of the IRS Form 8609 and submit it xvith subsequent Annual Report-
	Qualified Basis Tracking Sheet (QBTS) This form shall be submitted annually until the required set-asides are established. Documents -wSl provide mfonaation <m origmal tenants qualifying each building for LIHTC minimum set-asides, and other set-asides. 
	Status Reports 
	This report is to be submitted amiuafly by owners in such format as required by HHFDC 
	or its Aufhorized Delegate to document and track the continuous compliance ofUHTC 
	units. The documents report data that tenants are income eligible at move-is, that 
	occupants ofLIHTC units are re-certified at least on an annual basis, and that the unit 
	rents are restricted. Documentation \vSl also indicate compliance v.i&. the vacant unit role 
	and 140% rule. The tracking ofLEHTC units substantiates the maintenance, increase or 
	reduction of the qualified basis for each Buildmg Identification Number (BIN). 
	C. Qualifying Households 
	Applicants for low-income units should be advised early in their imtial visit to the. project that there are maximum income Umits wiiich apply for these umts. Management should explain to the tenants fhat the anticipated income of all persons expecting to occupy the unit must be verified and included on a Tenant Income Certification CTIC) prior to occupancy, and re-certified. Applicants should be icformed ofotfaer IE^S requirements such as the Student Rule and Recertifications. 
	Unborn Children In accordance -with the HUD Handbook 4350.3, the owner shall include unborn children m determining household size and applicable income Hmits. Ifpeamtted by state lan's, the oivner shall require documentation ofpregaaixy in such circumstances. 
	Student Households In accordance with the Internal Revenue. Code, a household comprised entirely offulltime students may not be counted as a qualified household, unless the household meets at least one exception. Refer to the lateraal Revenue Code for additional guidelmes on tfae exceptions. 
	-

	Owner shaU utilize a lease prcn.'ision requiring tenants to notxfy managing agent of any change in student status. 
	Calculating Anticipated Tenant Income 
	The owner shall qoalify tenants by calculating household income using the gross income 
	the household anticipates it \\'Si receive in the 12-monfh period fbtlowmg the effective 
	date of the initial certification or Recertificatioa. Anticipated income should be 
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	documented in the tenant file by third paity verification whene-veT possible, or by an acceptable alternate method ofverificatioa •nith documentation as to why third-party verification was not available. Owner shall use current circumstances to project income, unless verification fonns or other verifiable documentation indicate that an imminent change will occur. The owner shall refer to BUD Handbook 4350.3 REV-1 for guidance on the proper calculation and verification of income and assets per IR.C regulatio
	Certification Upon acceptance of an applicant to the project, a TIC must be completed for the applicant and certified by die applicant and the cnvner. The form is a legal document which, when. folly executed, qualifies the applicants to live in the set-aside units in the project The head co-head, spouse and all household members aver 18 years of age must sign the TEC. 
	The TIC must be executed along with the lease prior to move-in. No one mzy live in a 
	unit in the project unless he is certified and under lease. 
	The original copy of the executed TIC form is to be retained m the applicant's file. The TLC and the supporting documeatation verifying the TEC must be kept for a minimum of six (6) years after the due date (with extensions) for filing the federal mcome tax return for that. year. The records for title &st ye-ai of the credit period, however, must be retained for at least 6 years beyond tfae due date (with extensions) for filing tbe federal income tax return for the last year of the compliance period of the 
	Recertification 
	For 100% UHTC set-aside projects, acnnal r^ertificatious are not required after 
	January 1; 2009. Owners must recertify households at least once on the first anmversaiy 
	offheir mitial tenancy. Self-certification of annual mcome is required for subsequeat 
	years. 
	For projects with less fhan 100% LIHTC set-aside: 
	To ensure each umt is complying with the LIHTC income restrictions. HHFDC requires 
	(a)
	(a)
	(a)
	 the owner to annually recertify each tenant's mcome and household composition and 

	(b)
	(b)
	 each tenant is to report certain changes ia income aad household composition which occur between regularly scheduled recertifications. 


	Each tenant's annual recertification is to be completed within one year of last recertification. The request forrecertification shall be made between 90 and 120 days before the effective date, and it must dearly state that Ae tenant has ten (10) calendar days in which to contact the owner to begin recertification processing. The notice must also state tfae days and hours available for the intemew, the mfonnatioti the tenant should bring to the inten-iew, and how and whom to contact to schedule the intemew. 
	Upon reverification of the tenant's income. the ovmet shall complete a new TIC, wiiich shall be certified toy the ovmer or owner's designee. 
	Past-Due Recerdfication 
	A recertification is considered past due if the TIC form for the tenant is not certified by 
	the tenant sad owner withm twelve months of the last recertification. 
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	D. Rent and Income Limits 
	Projects must comply with fhe following procedures: 
	* Unite in the project must be reat-restricted to 30% of the imputed rncome limitations for each unit. based upon HUD area median ineomes and size of units. Rents are computed by bedroom size in the following manner: a unit which does not have a separate bedroom - 1 individual; and a unit witii 1 or more separate bedrooms -1.5 individuals per bedroom. HHFDC provides rent limits for projects receiving a LIHTC allocation. 
	• Gross rent does not include any payment for various rental assistance programs and supportive sen'ice assistance as outlined in Section 42 IRC. Gross rent must include any allowance for utilities. 
	HUD publishes the area median incomes for each state annually. Updated income limits 
	must be implemented pursuant to IRS Revenue Ruling 94-57, "Taxpayers may rely on a 
	list of income limits released by EUD until 45 days after HUD releases a new list of 
	income limits, or until HUD's effective date for the new list, whichever is later." 'Rents 
	may be increased accordingly as tfae area median income ina-eases. IRS hold hanaless 
	policy may apply. 
	If the income of the tenants m a unit \vho have been previously verified increases above 140 percent of the applicable income limitafinn the mrit may coatinue to be counted as a low-income umt as long as the next unit of comparable or smaller size is occupied by a qualified low-income tenant, and the rent coatinues to be restricted for the initial umt. 
	E. Eviction of Tenants 
	Once an eligible tenant has been certified and admitted to the project, the tenant msy not 
	be displaced solely due to an increase in the tenant's liousehold income beyond tfae 
	restricted limit. 
	F. Audits 
	The project will be subject to a management audit by HHFDC or its Authorized Delegate: 
	(1) by fhe end of the second calendar year followiag the year tfaat -the last building in fhe low-income housing project is placed m sen-ice; and (2) at least once every 3 years tiiereafter. Notification of an audit shall be given to tfae owner no more than 15 dsys prior to such audit. The. results of the management audit and the recommendations for corrective action to protect and maintain the project shaU be transmitted to the o\\~nei within (fairty (30) days follo-msg the completion of the audit. 
	The purpose of the audit will be to conduct a physical inspection of the building and/or 
	project, for the lessor of 20 percent of the low-income units in the low-income project, 
	rounded up to the nearest whole number of units or the Minimum Unit Sample Size set 
	forth in the Low-Income Housing Credit Mimmum Uflit Sample Size Riefereace Chart, 
	26 CFR § 1.42-5, (c)(2)(iu), to inspect the units and review the low-income certifications, 
	documentation supporting the certifications, and rent records for die tenants m those 
	units. The audit will also consist of a review of first year tenant records, a review of the 
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	documentation siipporting die Annual Report, and any other documentation necessaiy for HHFDC to make a detemunatioa as to wfaefher the project is not ia compUaace with Section 42 IRC aad Section 235-110.S of the Hawaii Revised Statutes. 
	When coaductmg tenant file reviews, HHFDC's and its Authorized Delegate's reviews 
	shall include, but not be limited to: 
	•
	•
	•
	 completed rental application, including certification of assets and disposal of assets, if applicable; 

	•
	•
	 tenant income certification completed for move-in and current year, mcludiag ati required signatures and dates; income verifications) completed and documented; assets verified in. accordance -wifh IRC regulations; student eligibility documentation; lease and lease addeadums completed at move-iu; utility allowance on fitle: review of first year tenant records which qualified the project initially for LIHTC. 


	The owner shall have a period offorty-five (45) days in which to respond to fhe findings 
	of the management audit. HHFDC shall review the owner's response to determine tfae. extent to vvbich the issues raised in-the management audit letter are addressed. Fmdings, whether corrected or not \\iU be reported to the IRS. 
	See Ae following Section J for information on notification to the IRS of any noncompliance found in fhe management audit. 
	-

	G. Rural Housing Sen-ice (RHS) and Tax-exempt Bond Issue Projects 
	In accordance -with the published HIS guidelines on compliance monitoring, an exception may be granted to RHS projects under its section 515 program and buildings or projects of which 50 percent, or more oftfae aggregate basis is financed with the proceeds oftax
	-

	exempt bonds. 
	The BR.C regulations allow for exception of a building from the inspection requirement if 
	the building is financed by RHS under the section 515 prograjca, the RHS inspects the 
	building [under 7 CFR part 1930(C)], and the RHS and the allocating ageucy enter mto a 
	memorandum of'uaderstao.dmg, or otfaer similar arrangement, under which the RHS 
	agrees to notify the allocating agency oftiie inspection results. Irrespective of the 
	physical inspection standard selected by the allocating agency, a low-income housing 
	project under Section 42 IRC must. ccmtinue to satisfy local health, safety and buildmg 
	codes. A memorandum of understanding has not been executed between HHFDC and 
	RHS. 
	Annual Reports, QBTS, Compttance Monitoring Status Reports and other reports are still required ofRHS projects. Although HHFDC has allowed the use of the RD 3560-8, t&e form does not determine eligibility for specific LIHTC requirements. Owaers need to determine whether the TIC will be used, or a woricsheet -will be attached to RD 3560-S to determine eKgibility under the IR.C. Management audits -will still be conducted as indicated herein. 
	An owner who for some reason is not able to make any of the required certifications 
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	stated in the Annual Report or other requirements must inform. the Agenqi- immediately of such inability, as well as explain the reason ±or said inability. 
	EE. Reporting Requirements 
	1.
	1.
	1.
	 The LIHTC Annual Report must be submitted annually by February 1 of each year throughout fhe compliance/extended-use period. 

	2.
	2.
	 Part D: of the IRS Form 8609 must be completed by the. owner and subautted with fhe imtial Annual Report. 

	3.
	3.
	 Qualified Basis Tracldug Sheets are submitted at a nunimum aanuaUy •nith LIHTC Annual Report until all set-asides are established. 

	4.
	4.
	 Status Reports are submitted annually by owners with die Aaaual Report to document and track the continuance compliance ofUHTC units tfarou.ghout the compUaace.'exteaded-use period. 

	5.
	5.
	 A copy offhe applicable schedule, report or model used to calculate the utility allowance, submitted amiually with the Annual Report. 


	6- Annual sabmissioa of required tenant data m accordance with the Housing and Economic Recovery Act of 2008. 
	These forms must be sent m to HHFDC or its Authorized Delegate at the address showa in Section II. 
	The Tenant Income Certification and LIHTC forms listed above are available from HHFDC. Additionally, HHFDC has data regarding BUD area median incomes, maximum rental rates, income verification information and third-party verification fonns. 
	I. Fees 
	A compliance mooitoring fee of $25 per unit for aU uaits within each project shall be charged annually for administrative expenses. This fee shall be submitted with die LIHTC Annual Report for each year of the compHance/'extended-use period. HHFDC reserves the right to adjust fees due to changing circumstances annuaUy each January 1. It will be the responsibility ofHHFDC to infonn the owner of any chaages ia tfae annual compliance fee prior to tfae submission of fees. The compliance momtormg fee •witl be ef
	J. Non-compUance Penalties 
	The penalty for aoa-compliance with these procedures is the potential recapture of the 
	credits awarded and interest on the amount recaptured. The IRS shall determine penalties 
	for non-compliance. 
	Upon determination by HHFDC of non-compliance with the LIHTC Program, the owner shall be notified and given forty-five (45) days to correct any discovered violations. Ih accordance veith the IRS published guidelifles on compliance moniformg. HHFDC •0,'iU be required to rvotsfy the IRS withm forty-£\-e (45) days after the end of the thirty-day correction period, -whefheT or not the non-compliance is corrected. HHFDC will be given 
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	tfae opportunity on die MS form. to mdicate whether tfae o\\?aer has corrected the noncompliance. HHFDC may extend Ae correction period, up to a total of six (6) months, if it is determined by HHFDC fhat gocxl cause exists for granting such an extension. In such a case, the IRS wiU not be notified until the end of the extended correction period. 
	-

	K. Additional Use Period 
	After the initial 15-year compliance period of the Extended Use Period ("Additional Use Period"), HHFDC is no longer required to report instances of non-compliance to the IRS. The Compliance duriag fhe Additional Use Period ("AU CompUaace Policy") w-ill concentrate on enforcing tfae requirements of the UHTC program tfarough the temi of the Declaration of Restrictive Covenants for Low Income Housing Credit recorded on the property. 
	The AU Compliance Policy is largely based on the procedures of the initial compliance period. Unless noted below, the policy and procedure for compliance during tfae initial compliance period shall continue to apply to the additional use period. 
	Effecfn'e Date The AU Compliance Policy shall be effective on the first day after Ae expiration of the initial 15-year compliance period for fhe last building placed in sen'ice in the. project. Generally, tfae additional use compliance period will begin on January I oftfae year after the expiration of the initial 15-year compliaoce period of the last building placed in service and be in effect until fhe end of the additional use period. 
	Income and Rent Set Aside 
	Owners are subject to the Section 42 occupancy and rent restrictions required in the 
	Declaration of Land Use Restrictive Covenants for Low-Income Housing Credits. 
	Student Households The IRC student rule no longer applies during the additional use period. However, as HHEDC wants to ensure that properties in the additional use period are not used as dormitoiy housing, a modified student eligibility requu-ement wiU be enforced. Ehiring the additional use period, a household comprised entirely offall-time students will qualify as long as at least one member of the household is an independent student or is a student in grades Kindergarten through 12 (iacludmg home schoole
	Available Unit Rule /140% Rule For projects which include market rate units, the Available Unit Rule and the 140% Rule do not apply during tfae additional use period. The percentage ofLIHTC umts as specified in the Declaration of Restrictive Covenants for Low Income Housing Credits must be maintained fhroushout the additional use period. 
	Certification and Recertificati&n 
	Certification of tenants at the time ofmove-in shaU be required during the additional use 
	period according to the same procedure as the compliance period. 
	Recertification ofteaants will not be required during the additional use period. However if any adults are added to the household, then the household must be re-certified. 
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	Unit Transfers During the additional use period, unit transfers are allowed without a new income qualification. Documentation of all unit transfers that occur shall be submitted as part of the Reporting Requu-emeots-
	Reporting Requirements 
	a.
	a.
	a.
	 The LDBTTC Annual Report must be submitted annually by February 1 of each year throughout the additional-use period. 

	b.
	b.
	 Status Reports are submitted annually by o-waeis -wiih fhe Annual Report to document and track Ae continuing compliance ofLIHTC units througfaout the additional-use period. 


	Site Audits 
	Commenciag wifhin three years after (he expiration of the Compliance Period, site audits for projects may be conducted at least once every five years. Projects that have substantial outstanding non-compliance beyond the correction period based on the findings of the most recent site audit may be subject to more frequent site audits. 
	Owner Inspection 
	Owners shall conduct an annual physical inspection of each unit and common areas in the 
	project 
	Correction Period and Non-compliance Penalties Upon deteimination by HHFDC ofnon-compUance ~nTifh fhe LIHTC Program during the additional use period, the owner shall be notified and given foity-five (45) days to correct any discovered violations. HHFDC may extend die correction period on a case-by-case basis, up to a total of six (6) months, if it is determined by HHFDC fhat good cause exists for granting such an extension. O'rcners may request HHFDC to review all outstanding non-compliance issues for a pro
	Any o\vssi: and constituent e&tities involved in management and ownership of a project with aa unresolved finding of non-compliance beyond the initial coirection period may be deemed to be Not in Good Standing by HHFDC Fiaaace Branch. 
	Owners must. dear all outstanding non-compliance issues to be deemed in Good Standing with HHFDC Finance Branch. 
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	Appendix 1 Market Study 
	HHFDC requires a comprehensive Market Study of the housing needs of low-income individuals in the area to be served by fhe project by a disinterested party. The Market Study -wiU be completed at the Owners expense and must be dated within six months of the application deadline. 
	The Market Study must address the foUowing mformatioa: 
	•
	•
	•
	 A statement of the competence of the market analyst. 

	•
	•
	 A description of the proposed site. 

	•
	•
	 Demographic analysis of the number of households in the market area which are income eligible and can afford to pay the rent. Estimate of capture rates for die market areas. 

	•
	•
	 Geographic definition and analysis of the market area
	-


	•
	•
	 Identification of the project iucluding location, unit counts, income levels and target population. The Market Study must be consistent with the proposed project. 

	•
	•
	 Analysis of household sizes and types in the market. 

	•
	•
	 A description of comparable developments in the market area. 

	•
	•
	 Analysis of practically available rents, vacancy rates, operating expenses and turnover rates of comparable properties in the market area. 

	•
	•
	 Analysis of practically available reuts, ^'acanc^1' rates and turnover rates of market rate properties in fhe market area. 

	•
	•
	 Expected market absorption of the proposed rental housing; including a description of the effect of the market area. 

	•
	•
	 Identification and commentaiy of proposed projects in the market areas. 

	•
	•
	 Analysis of market demand for tenants with special housing needs \\-bea. applicable. 


	Projects tfaat are requesting credits from eligible basis generated from a Community Service Facility as defined in Section 42 (d) (4) (C) (iii) must provide a market study that addresses the following: 
	•
	•
	•
	 A description of semces provided fhat improve the quaUty of Kfe for commumty residents; 

	•
	•
	 The market area and demand for services provided; 

	•
	•
	 The applicability of service provided to the couununity; 

	•
	•
	 The affordability of the services pro\-ided to persons of 60% AMGI or less. 
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	STATE OF HAWAII LOW-INCOME HOUSING TAX CKEDFT PROGRAM £0242025 QUALIFIED ALLOCAUON PLAN 
	Introduction 
	The Low-Income Housing Tax Credit (LIHTC) Program, created by the Tax Reform Act of 1986, 
	is intended to eiKouraeetlieco^nstnictioa or rehabilitation of low-mcome rental u^ regulations which is^ovemed this Program are contained iab^Section 42 of the Internal Revenue Code (IRC). This Program pro-i-ides Federal LEHTC to qualified project owners who agree to maintiun Eill or a portion of a project's units for low mcome individualG or families. The 
	State of Hawaii created a State LIHTC which is equal to fifty percent (50%) of the Federal LIHTC allocated to a project. The Hawaii Housing Finance and Development Corporation (HHFDC) has been designated as the agency responsible for the administration of both Federal and State LIHTC Programs for the State of Hawaii. 
	In accordance wifh. Section 42 of the IRC, HHFDC developed this Qualified Allocation Plan (QAP or "allocation plan") -wfaich sets forth (4-)-the criteria to evaluate and allocate LIHTC to projects which best meet the housing needs of the State and preferences required by Section 42 of the IR.C, and ^-Hhe procedure to mcuutor for compliance with the provisions of the LIHTC 
	Pro.sram. 
	This allocation plan. siiaH-te-i^efFective for reservations and awards ofLIHTC for Ae calendar year 36342025. The QAP is subject to amendment by HHFDC Board of Directors. 
	Iti the process ofadnunistermg the LIHTC and other prosiams, HHFDC will make decisions and 
	mterpretations reg.ardms tbie QAP and project applications. Uoless otherwise stateci. HHFDC is 
	entitled to die fall discretion allowed by law m makins all such. dedsioas and mterpretauons-
	II. Application and Award Process 
	Applications for fhe LIHTC are an'ailable on the HHFDC website at  by submittmg a 
	https://dbedt.han'^.gowlihfdc/developers.'consoli(}ated-applicatioa-financm&''or

	written request to the address shon-n below. 
	Hawaii Housing Financs and Development Corporation 
	677 Queen Street, Suite 300 Honolulu, Hawoii 96813 ATW: Fmance Branch !OS1 5S7 0567 
	Applications for LIHTC sfeeyy-mustbe submitted to HHFDC no later than the indicated 
	deadline. Upon receiving an application for LIHTC, HHFDC Gliall review the application to 
	ensure that the application is complete and contains all required information- The Executive 
	Direetof-shaU4iave-the-Etght-to-HHFDC may defer the consideration of any application i£-at 
	hio.'lior sole diGcretion, such deferral is deemed  the best interest of meeting housing 
	domg^o.in

	needs. 
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	HHjFBj:l3vi51raflk_Gcooq}Iete and accepted applications shaU-{faen-be-e>va!uated-tQ-aeee«iafiee 
	with the Qualified Allocation Plan (the "QAP" or "allocation plan") to determine the project's rank in relation to other projects in the current funding round. Projects receiving the highest ranking shall then be further evaluated to detemiine the minimum amount ofLIHTC required to make the project feasiye-The amount ofUHTC resen-ed or allocated to a particular project will be limited to the minmmm amount that HHFDC-at-rts-sole discretion, deems necessary to make 
	the project feasible. 
	The allocation plan utilizes a-pofflt-system -selection criteria to facilitate project ranking -based-oo 
	the^stablished evaluation criteria. The point-&ystem-i&-criteria are an important component m 
	determining project ranking- However, the poiat-system butmay not be the sole determining 
	factor for LIHTC awards. In addition to the point system, HHFDC alsojnay consider other 
	relevant factors tfaat it deems to be m the best interest of affordable liousing for the State of 
	Hawaii, including, but not limited to: 
	1.
	1.
	1.
	 Development team experience and performance: 

	2.
	2.
	 Financial condition and performance; 

	3.
	3.
	 Related developments; 

	4.
	4.
	 Development timing; 

	5.
	5.
	 Tenant health and safety; 

	6.
	6.
	 "At-risk" conversions; 

	7.
	7.
	 Housing inventory; 

	8.
	8.
	 Affordable housing policies at the State and County levels: 

	9.
	9.
	 Development and operating budgets; and 

	10.
	10.
	 Market conditions. 


	m. Threshold and Selection Criteria 
	It is HHFDC's intent to maximize the use of the State's limited resources to address the substantial need 
	for rental homes that are accessible and-affordable to Hawaii's low income households. EmphaBW-is 
	ptoeed-on serving lower incon»c-peepIe-ftnd-OTKfi5eien(h-lev€rBea»w-tBH:€s-»nd other lUUUC 
	fmancmg resources to mcrease and sustain the supply of affordable rentals m commim 
	suitable for sue h^ development. 
	A. Resistration and Current AppUcationP^icy: 
	1. Failure to comply with the requirements of this subsection IQ(A~'j by 90'o LfflTC or 4% LIHTC applicants will result in immediate rejection of die application for the corresoondmg arolication round- The Ariolicaiit. also nriU be restricted from apulyine for any HHFDC resources m tlie next. HHFDC fmaacms round follon-me the rejection date or twelve ('12') months from die rejection date, -'.vhicheveT is lonaer. Applicants may apply for 9% (volume cap) UHTC to develop, construct, rehabilitate, or presen'e a
	a:—ConGtruction of a New Building. The term "NewBuildmg"; as defined by Section /12 oftlie IRC, is "a building the original use of which begins with Ihe 
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	b:—Rehabilitation of an Exiating Building used for housing. The term "Existing Building", as defined by Section 12 of the IR.C, is "any building which is not a new buildmg". AcquiGition LIETTC disallowed: ExiGtmg BuildingG under this-eatefiE&Fy-must^5i£elyde-aeQi»sittefi-eests-^fea3-e&tate:-bBilfegs, and-ciepreetable assets from eligible baois- This category indudeG fhe conversion ofExIstuig Buildings used for transient housing to a qualified low income buildmg. The conversion of Existing Buildings used for
	e:—AcquisitioD.''Rehabilitation of an Existing Building not UDed for housing. To qualify under this category, use of the Exiotmg Building for housing, if applicable, cannot have occurred for a period of at least 10 consecutive years from the date of its acquiisition by the taxpayer and cannot occur until the Existing Building's conversion to housing with the subject LIHTC. AcquiGition LSH'G^kwedr^xistffig^uildfflgs-imde^this-eatogoFy-m^^Belude-aeqytsAa'i costs of buildings and depfeciable assets in their el
	2. Project owner/applicmt must be eGtablished and registered with the State of Hawaii. The applicant is the ultimate, direct project owner/taxpayer of the qualified low income building requesting LffiTC. 
	Each application TviU, ideatify one validly existtQo- entity'- as the Applicant. Onlv the identified Aorilicaat wUl have the ability to m.alce decisions resardine tliat acolication. The  may etiter mto iomt venture or other aare.ements, but. HHFDC will not be responsible for e\-aliiatmg those documents to detennme the relative rights oftihe parties. If the a.pplication receives an award- the AppHcant or an affiliated entity must become a manasing member or general partner oftlie ownership entity. 
	Aoolica.ut

	The aApplicaut must be registered to do business within the State of Ha-n'aii and 
	provide evidence of such at Ae time of application along with a vendor compliance 
	certificate from. the State of Hawaii Procurement Office. Failure to comply mfh this 
	requirement by 9%LIHTC or '1%LIHTC applicaatG recultG in immediate rejection of 
	the application for the con-esponding application round- The applicant shall also be 
	restricted fi-om applymg for any HHFDC reoources in the next HHFDC financing 
	round following the rejection date or twelve (12) months from the rejection date, 
	whichever is longer. 
	3. After HHFDC's Board of Directors adopts a new. amended, or updated QAP. HHFDC shaO-wiU_not accept any applications for HHFDC resources until HHFDC-rt issues a Consolidated Application that takes into account <he corresponding new, 2mended_oi_updated_QAP^ (Le., applicimtG may not use a previous version of a Conoolidated Application once the HHEDC Board of Directors approves a.n.ew, amended, or updated Q,AP~). Failure to comply with this requirement by 9%LIHTC or '1%LIHTC applicants shall result in immedia
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	for any HHFDC reGources in the next HHFDC financing round following the 
	rejection date or twelve (12) months from fhe rejection date, whichever is longer 
	-

	4-. — HHFDC prohibits the suhmission of any prior versions or otherwise unauthorized versions of its Consolidated Application. Only the Consolidated Application posted for the current year's funding round are acceptable. Failure to comply with this 
	rcquircfncat results in immediate rejection of the application- In ndditiotL any project, that is located on a parcel, or a portion of a parcel, of a project that does not comply with this requirement, wiU be prohibited from applying for any HHFDC resources in the next available HHFDC financing round following the rejection date or twelve (12) months from the rejection date, whichever is longer. 
	a;—Example-4—A-r^uestJbFfinanemg^r-ProjeGt^-usiag-a^rior-ye^s^ppl^ationr^ unauthorized version of the Consolidated Application, is Gubmitted. The project would then be ineligible to apply for financing in the next financing round or twelve (12) months from the date of rejection, whichever is longer. If an applicant wanted to submit an application for a revised project that was located on that same parcel, he' she would not be eligible to Gubmit an application -within the next application round (following th
	-

	-Example-3—A-pf^jeGt-^bmitted-a-9°^LrIHT^%:HRi^ppltc^tiGa-on-?ebn3aiy^l^2&3-l^^ rejected on March 15,2021, for using a prior year's application or unauthorized version of the Conoolidated Application- That project would not be eligible to apply for financing in the next application round in Febmary 2022
	-

	& Exampk-^--A-pfojeetsubmitted-»4^o.fc}HT€.'HM^IF-Bofld-applieati<Mi-on September 15,2021. and-n-ao rejected on October 15,2021, for using apnor year's application, or unauthorized version of the Coiuolidated Applicatioo- That project would not be eligible to apply for financing in the Februan- 2022 application round and would not be eligible to apply for fmancmg until after October 15,2022 (12 months after the rejection date). 
	B. Minimum Thresholds: 
	Applicationsfite must meet all of the following Minimum Threshold requirements to receive consideration for an allocation or award ofLIHTC. 
	Failure to meet any Minimum Threshold AaH-will result m the immediate rgection of the application. 
	Minimum Thresholds are subject to verification by HHFDC. See Section W Compliance mth Commitmeats and Representations. 
	1. Market Study A^p\ic^tionsimistmclude^^^^ 1. low income individual'3 in the area to be oen-ed In" the project by a disinterested psxty muirt be submitted as part of this application- The Market Study shall be completed at the Owner's expense- Any application failing to submit a Market Study or submitting a 
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	Market Study dated over 6 months from the time of application wiU not be considered for an award ofLIHTC. 
	Market Study requiretnento are specified in Appendix I. 
	2. Site Control To receive consideration for an award ofLIHTC, tThe aApplicant ofafl_^liat6de^^r must have control of the site in a form acceptable to HHFDC; and submit, Evtdeace-of site-€ootrol-shall-be-suhQutted-oi?onhefoyo\\^^ the applicatioir-fett-LIH'FC-.-Site control shall be substantiated by providing evidence in the form of an executed lease or sales option agreement, fee simple deed, executed land lease, or acy other documentation acceptable to HHFDC. Evidence of site control must be provided for a
	All lease terms must extend a mimmum of five (5) years past Ae affordability commitment period. 
	3. Project Readiness - All TJHTC appKcationsate The applicant's proposed project must have the following disCTetionary? approvals at the time ofapplicatioa. as applicable (mifh si^pportmg e\-idence and documentation satisfactory to HHFDC). 
	ar'L.Zomng Appr<n-al/CompUance b. 201H Approval G-*_Special Management Area (SMA) d:o_0fher approvals maybe requested by'HHFDC & deemsed necessary to 
	i£they.ar

	determine the readiness ofAe project. 
	4. Engineermg or Capital Needs Assessment (For projects acquiring an existing property. All units need to be r»view«L ) To ensure that the proposed rehabilitation of the project is adequate, and that the property wiU have a useful life that exceeds the initial compliance and additional use period (collectively the Extended Use Period or 30 years). A capital needs assessment of the property by a competont third part}- Bhall be submitted with fhe applicatioiL A capital needs aisseosment is a qualified profesG
	a. Applications for new constmctioB. must. mclude a prelimmarv engmeering reoort (PER) for the sitework contauiine analysis ofnece&saT,- water, sewer, dramage, electrical and roadway m-iprovements wluch aj-e needed for the development and the foUovfme:; 
	scope of .report; 
	•
	•
	•
	 existins; conditions (current state of protect); 

	•
	•
	•
	 evaluation of existm? in&astructure and s\-stenis. includmg but not Imute.d to site 

	condrtion&^draina.gei .description of new woposed oroiect 

	•
	•
	 cost estimate's iacludms enemeerme, constmc.tion. contmgencv and overall oroiect cost: and 

	•
	•
	 proj ect timelme and schedule
	-
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	b-^.A'oplications fpr/proiscfcs  existing proper must inc!ude^a capital.needs assessment by a competent thu-d partv identift'ins: 
	scqiunng.a.iL

	•_deferred
	•_deferred
	•_deferred
	 maintenance, physical needs and deficiencies.. and material building code violations that affect the property's use, structural and mechanical integrity, and future physical and financial needs;. The Capital Needs Aasessmest-sbati 

	•
	•
	 any work that must be completed immediately to address health and safety issues, violation of Federal or State law, violation of local code, or any work necessary to ensure fhat fhe building can continue to operate as affordable housing. 


	All units need.to be reviewed. 
	5. Plan and Cost Renew (all applicafiousafe) Submit a certified cost estimate (plan and cost review) by an mdep&ndent, th.ird-pa.rty construction estimator (with a minimum of 5 years' experience) for rehabilitation stfewerk and vertical construction based on a preliminary design.-Thfr-eeFbifie^est estimate may be prepared by a third psrty cost estimator or general contTactor that meets the experience requirement. 
	The coDt estimator or general contractor is required to submit a statement of competence 
	should include the follcmiag
	-

	a;—Confirmation of the minimum five (5) years of experience in the constmction field and how the experience qualifies the cost estimator to prepare a plan and cost review. 
	b-. — Confirmation of work that io related to the type ofproject'constTUction under review. For example, if the project is a high rise, the cocif e&timator should have experience with the construction of high risffi;
	-

	The plan and cost review should review the following key elements: 
	a.
	a.
	a.
	 Cost - Are the costs appropriate for the project? 

	b.
	b.
	 Constructability - Are the plan adequately detailed and -weH designed so that the project -wiU not run iato excessive change orders? 

	c.
	c.
	 Contingencies - Is there an adequate contingency amount for contingencies that arise during construction? 


	A fully executed conGtniction contract vfill meet the fb'eshold requirement of a plan and cost review submission. 
	6. Public Housing WaftKst/Homeless Senices Programs The aApplicant sbaU-will certi^.- Aat all low-income units -wiU be made ai-ailable to people on the waiting list for low-income public housing and/or an acceptaUe shelter program- Applications must mclude Ttfae following shall be submitted with the 
	ifrefer to exhibit list): 
	a. Public Housing WaitUst/HomeIess S ervices Certification (refer to exhibit list of the Consolidated Application). 
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	b.
	b.
	b.
	 Copy of the letter submitted to the local public housing authority vebich administers the public housing waiting list (refer -to exhibit list of the Consolidated Application). 

	c.
	c.
	 Copy of the letter submitted to the Department of Human Services; Homeless Programs Office (refer to exhibit list of the Consolidated Application). 


	7.
	7.
	7.
	 Smoke Free All projects will be smoke free. Owners must submit s certification thst it will prohibit smoking in aU indoor common areas, individual Ih-ias areas (including balconies and lanais), and within 25 feet of building mtnes or ventilation intakes. A non-smoking clause must be included in the lease for each householcL-SubsA certification (refer to exhibit list of the Consolidated Application). 

	8.
	8.
	 Contractor Profit Limitation 


	a.
	a.
	a.
	 Contractor's profit, including general requirements and overhead, shall not exceed 14.0% of hard constructioa costs. 

	b.
	b.
	 Contractor General Requirements include insurance, security, fencing, etc. 

	c.
	c.
	 The Project sfaay-ivill evidence compliance witfa fhis section at application through Exhibit Bravo —Project Budget'UoeG Worksheet of the Consolidated Application. 

	d.
	d.
	 The Project sbay-mll evidence compliance n-iA this section at project completion through the audited final cost certification. 

	e.
	e.
	 The contractor profit limitation is a requirement of the developer and the contractor. Contractor Profit Percentage is calculated as follows: 

	i.
	i.
	 Contractor Profit (numerator) is tihe sum of the following items on Ex Bmvoi Site Work: Contractor Profit Site Work: Contractor Overhead Site Work: Contractor General Requirements 


	New Building.''Rehabilitatioa: Contractor Profit New Bmldin&'Rehabilitatioa: Contractor Overhead NewBuildine.''Rehabilitation: Contractor General Requirements 
	it. Construction Costs (denominator) is the sum of the following items on Exhibit 
	•
	•
	•
	 Site Work: Cost 

	•
	•
	 New Buildmg.'Rehabilitatioa: Cost < Excluding Contractor Profit for Sitework and New Buildmg.''RehahiUtation 


	iii. Contractor Profit Percentage is Contractor Profit divided by hard Construction Costs and shall not exceed 14.0% 
	iv. If there are multiple prime contractors, each contractor's profit, including general requirements and overhead, sfaay-mav not exceed 14.0% of the hard 
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	construction costs for that contract. 
	9. Debt Service Ratio 
	a.
	a.
	a.
	 Proj ects with hard debt sen-ice requirements with or nithout an application for an KHBI Project Award Loan:Tlie Project is required to musLevidence a Debt Sen-ice Ratio of no less than 1.15x on all hard debt service requirements for the duration of the initial 15-year LIHTC compliance period. Applicants may underwrite an RHRF Project Award based on. required terms, including cash flow contingent payments. 

	b.
	b.
	 Projects with no hard debt service requirements and applying for an RHRF Project Award Loan: The Project is required to mret.e\-idence a Debt Service Ratio of no less than 1.15x on the requested RHRF loan for the duration of the amortization period. The Applicant is required to use the following assumptions in underwriting the RHRFloan: 

	i.
	i.
	 Interest Rate: Long-Term Applicable Federal Rate ia effect for the month the Consolidated Application is released. 


	ii.
	ii.
	ii.
	 Amortization: Full Amortization over 35 years. 

	c.
	c.
	 Projects with no hard debt service requirements and not applying for an RHRF Project Award Loan:The Project ie. required to must-evidence positive Net Operating Income throughout the affordable commitment period indicated in the Consolidated Application. 

	d.
	d.
	 Hard Debt Semce: 

	i.
	i.
	 Defined as scheduled regular and periodic principal and'or interest payments of project loan obligations made for its direct benefit, as evidenced by a note and loan agreement. 

	ii.
	ii.
	 The Applicant is required to support all hard debt service loans and terms with executed lenders' commitment letters, letters of interest or term sheets under Exhibit 26 of the Consolidated Application. 

	e.
	e.
	 A.pplicacts mus-t use the follo^vni? parrjneteT-s .".-nd assumptions ui_prepilims^h.e Qperstin? PrQformaof the,Con_$olKlated,Apnlic.2tionUfi4eFnTitm? Criteria and Requirements: 


	fc—The Project shall evidence compliance with this section, through Exhibit E Operating Proforma of the ConsoUdatedApplicatioiL 
	ifc—Applicants are requir&d to use the following parameterG and aG'iumptions m the preparation ofE?dubit E: 
	4-1- Annual Income Inflation Rate of 2.0% and Annual Expense Inflation Rate of 3.0% for the first 15 years or term of the first mortgage, whichever is greater. 
	Srii- Annual Income Inflation Rate of 2.0% and Annual Expenses Inflation Rate of 2.0% for the remaining term ofaffordability. 
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	^-riu. Vacancy Rate of no less than 5.0%. 
	4riv. Annual Replacement Resen-e Allocation of no less than S300 per unit per year with an Annual Inflation Rate of 3.09%. 
	10. Phase I Environmental Assessment 
	Required &r all applicati<ms^datc^ntlimj3iie^(1^3T_eaot^ejp2Uc^^ acquisition/rehabiUtation projects, the Phase I Envuromnental Assessment should address lead-based paint and asbestos. 
	11. Proof of Non-Profit Status If applying under the Federal non-profit set aside, submit die following: 
	a.
	a.
	a.
	 Articles oflhcorporatioo; and 

	b.
	b.
	 Copy of a current 501(c)(3) IRS Tax Exemption Letter 


	12. Developer Fee 
	a. Total Developer Fee includes developer fee, developer overhead, management fee, consultant fee, etc. (as indicated in the Developer Fee section of Exhibit Bravo and Exhibit Bravo 3 of the Consolidated Application). Exceeding the threshold below  immediate rejection of the application. 
	results.in

	b. A9-9%LfflTCs: 
	i. New Building - maximum total developer fee of $55,000 per umtl5% of the total development costs (excluding develope^fee) or $34.750,000 (whichever is less). 
	ii. Existing Building CFor both Existing Buildings used for housing and Existing Buildings not used for housing) - maximum jxAd developer fee oflflS4 acquisition costs and 1510% of the rehabilitation hard costs (defined m Exhibit 
	B-l offhe Consolidated AppHcatio.n)(exduding devel^e^w) or $34,750,000 (whichever is less). 
	m-. — Maximum developer fee of5°'o of the total development coats (excluding develepeF-fee^-eF-S250;000-^viueliever-is^less^-tftiw-aCT>lic^Ht-dees-not-ffai^;e its right to a qualified contract-
	c.
	c.
	c.
	 4% LIHTCs and B onds: Add the following amounts to the cslculations above- The $4.750.000 alternative maximum does not amly, 

	i.
	i.
	 New Buildins - five percent f5°-Q) of net eligible basis. not including DDA]''QCT boost, less total developer fee, not mcludin(T DDA'''OCT boost. 


	ii. E?dstmg Buildme (For both E?ustm? Buildmgs used for housing and E;astm.s Buildmes not used for housing) - five percent (5°'a) of total acquisition costs up to a mas!mym,ofS750,OQQ, 
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	13. Minimum AfFordabflity Periods 
	a.
	a.
	a.
	 Applicants requesting an award of4&o-LIETTC^ must commit to a mmimum affordability period of 45 years. 

	b.
	b.
	 Acquisition'Rehabitrtation of an Existing Building used for housing applicants : affordabilrty period must also exceed any pre-existing affordability period by no less than 30 years. 


	c- All owners will war.-e tkeu- ri^ht to request a qualified contract. 
	14. LIHTC Developer Experiencer 
	a.
	a.
	a.
	 Minunum of one (1) LIHTC project placed in service by the Applicant or an affiliated entifrProject Owner (General or Co General Partner^'Ianagmg or Co Managing Member). A LQTTC project fhat was placed in service in which the aApplicant's consultant had a contractual obligation with die Project Owner throughout the construction/rehabilitation period and continues to participate in the management of the project throughout fhe extended use period (as defined and required by IRC_se.ction 42(h)(6)CD)^Lfee- Inte

	b.
	b.
	 Minimum of one (1) LDTTC project currently managed by the Management Agent. 

	C.
	C.
	 Low-Iucome Housing Tax Credit project financed with Tax-exempt Bonds : ProjectQ financed with tax exempt private activity bonds may exceed the State's volume cap for '1° o LMTC projecto. Applicants may apply for an allocation ofUHTC -n-ifh either 


	*_a commitment to issue private activity bonds from a state or local government;: or 
	•Applicants may submit an application for an allocation for LIHTC concurrently with an application for Private Activity Tax-exempt bauds from HHFDC. 
	Applicants requesting LffiTCs must submit all documentation required in the application 
	and will be subject to all feasibility reviews as required for an application for LIHTC 
	&om-the-Statels-TOkune cap, with-the-exception-ef-but are not subject to scoring under 
	the Criteria Point System. 
	D. Criteria Point System: Each application -will be evaluated and awarded points in accordance with the following 
	criteria. Unless otheraise indicated, all references to low-income umt(s) or low-income rental unit(s) shall mean LIHTC unit(s). 
	'-Refer to the narrative section for-morfr details. 
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	Criterion 1. LIHTC and HHFDC Resource - Efficiency and Leveraging 0 to 10 points 
	1A - UHTC and HHFDC Resources Efficienw 0 1o 5 ix'u-ls Applicants score under this criterion based on the ratio ofHHFDC resources (UHTC, RHRF, DURF, or any other Permanent Financing provided by or tiirough HHFDC) over the. number ofLfflTC units as follows: 
	[CFederal LfflTC Request, x 10) + HHFDC Pennanent Financmg Request] Number ofLIHTC Units 
	The applicant wifh the lowest ratio receives 5 points-, Tthe applicant with the highest ratio receives 0 points^- Applicants and Those -with ratios between the highest and lowest sfeaU-receive a proportional number of points based on their proximity to the lowest ratio. A project's score is dependsent upon the ratio of other projects in its application round. Please see the example below. 
	1B - UHTC and HHFDC Resources Leveraging l;L^lllo"lte 
	Applicants score under this criterion based on the ratio ofHHFDC resources requested 
	(L1HTC, RHRF; DURF; or any other Permanent Financing provided by or th-ough 
	HHFDC) over total project cost as follows: 
	[(Federal LIHTC Request x 10) - HHFDC Permanent Fiaaccmg Request] Total Project Cost 
	The applicant with the lowest ratio receives 5 points:, Tthe applicant with the highest ratio receives 0 points; ApplieaGts-and those with ratios between the highest, and lowest sfeaU-receive a proportional number of points based on fhdr proximity to the lowest ratio. A project's score is dependent upon the ratio of other projects in its application round. Please see the example below: 
	Criterion 2. County Income Adjuster 0 to 2 points 
	Applicati&nsHte receive points under this criterion based on the MTSP income limits as determined by HUD for the county in \\4uch the project is located. 
	HHFDC sfeay-\vill use the 60°/o, 4-person income litmt for detemmiing point allocations betweeu the counties as follows: 
	County based points are 0 to 2 rounded to the nearest hundredth (0.00) based on the 
	lowest income limit. The county with the lowest limit receives 2 points while the county 
	with the highest income limit recewes 0 points. Points for the remaining counties are 
	based on their proximity between the highest and lowest income limits. Please see 
	example below based on the 2021 income limits. 
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	2021 MISP Income Limit (4 peison''60% AMGI) Lowest Income Limit Profect's Difference from Lowest Ratio 
	2021 MISP Income Limit (4 peison''60% AMGI) Lowest Income Limit Profect's Difference from Lowest Ratio 
	2021 MISP Income Limit (4 peison''60% AMGI) Lowest Income Limit Profect's Difference from Lowest Ratio 
	Honolulu 71,480 C51.360) 20,120 
	Hawaii 51.360 (51.360) 
	Kauai 61,140 (51.360: 9JSO 
	Maui 61,950 (51,360) 10,620 

	Ranse Betn'een H^iest and Lowest Ratio 20,120 Maximum Ppointa Available 2 Range Value Per P omt 1 0,060 
	Ranse Betn'een H^iest and Lowest Ratio 20,120 Maximum Ppointa Available 2 Range Value Per P omt 1 0,060 

	Project Points Avafeble ^rpiecfs Difference./Ranse_\^Iu[ePer.Pomt)^ Net Points Scored 
	Project Points Avafeble ^rpiecfs Difference./Ranse_\^Iu[ePer.Pomt)^ Net Points Scored 
	2.00 (2.00) 
	2.00 2.00 
	2.00 (Q.971 1.03 
	2.00 (1.Q® 0.94 

	Criterion 3. Reasonableness of Development Costs pomts 
	Criterion 3. Reasonableness of Development Costs pomts 
	0 to 14-12 


	A. Existing Building used for housing: Pprojects receive zero (0) pomts-yader KDC. New Building projects and Existing Buildings not used for housing will be ranked and scored as follows: 
	A. LfflTC Projects 
	1. Projects will receive 0 to 86.0 points (rounded to the nearest 0.00) based iipon the lowest and liighest total development cost per residential square foot (total gross square feet of the residential and manager units);, as follows: 
	•
	•
	•
	 The project with the lowest total development cost per residential square foot will receive ^.0 points. 

	•
	•
	 The project with fhe highest total development cost per residential square foot mil receive 0 points. 

	•
	•
	 Ofher projects will receive a percentage of the S6.0 points based upon \vbsie the subject project's cost falls among the range of costs (highest cost less {o\VGSt COSt). 

	•
	•
	 For example, a project whose cost is 25% of the way from the lowest cost to the highest cost will receive 75% * S-5-0 = 64.00-5 points, and a project whose cost is 75% of the way from fhe lowest cost to the highest cost will receive 25% * 8o.O = 3.1.00-5 points. 

	•
	•
	 The formula used is (subject to correction of any types): = (1 - ([Subject Project's cost] - [Lowest Cost]) / ([Highest Cost] - [Lowest Cost])) * -S(\0. 

	•
	•
	 9% and 4°o projects are scored m separate pools. 


	2. Projects will receive 0 to §6.0 points (rounded to the nearest 0.00) based i^on the lowest and highest total development cost per unit,; as follows: 
	• The project with the lowest total development cost per unit will receive ^5.0 
	pomts. 
	•
	•
	•
	 The project with the highest total development cost per unit will receive 0 points. 

	•
	•
	 Other projects will receive a percentage of the §6.0 points based upon where the subject project's cost falls among the. range of costs (highest cost less lowest cost) 

	•
	•
	 The example and formula are the same as listed above for the cost per square foot 
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	• 9% and l°o projects are scored m oeparate pools. 
	B. Total development costs ofmixed-use projects with substantial non-residential use (including public and commercial uses) with its own non-HHFDC financing, may be evaluated without the non-residential component by proportionately reducing the total development costs based upon the gross floor area of the non-residential, and excluding the gross floor area of the nou-residential use from the gross building area. For mixed income projects with a substantial number of units not being financed by LIHTC, the c
	Criterion 4. Applicant's Rfeadiness-to-pfeeeed with development of project 0 to 4^24 pomts 
	Identification of serious issues in need of resolution for the project to proceed in a timely manner and the ability of the Development Team to resolve these issues such that the development of the Project -will commence in a timely manner. (For example, lack of adequate financing sources; land use and zoning issues; or utility, vfater, and sewer availability.) 
	A. Is the project schedule reasonable for the proposed devielopment? Are there any unresolved development issues, e.g., are there restrictioDS on wster or sewer availability? Are there any issues with the project budget; (e.g., is the-budget-it adequate)? (6-8 points) 
	B. Are there any discretionary approvals outstandmg2-e-g-1 point will be awarded for 
	Chapter 343, HRS environmental requirements, 2 points for land use/zoaiflg including Chapter 201H exemptions, and 1 point for other necessary di.scretionar^' approvals, (max gf4-S,pomts) 
	C. Are there any muusterial approvals oiutstandmg; (e.g., subdivision)? Have the construction drawings been completed and under review by the approving agencies? For existing projects, have all fhe necessary studies been completedT (e.g., hazardous waste assessments)? (6-S points) 
	Criterion 5. Tenant Services and Amenities 0 to 4 points 
	Tenant services and amenities Ast will enhance the livability of the project. 
	Gntenon_6. Developer Fee Oto-3-pcnats 
	The applicant elects to limit the total Developer Fee as a percentage of the total 
	development cost (excluding developer fee) a'3 presented m the application. The 
	Developer Fee includes total fees paid to the Developer, including, but is not limited to 
	pfoject management fees, developer overhead; and developer fees. ArchitecturaL, 
	Engineering; Accounting, and Legal fees are not included in the Developer Fee. 
	Developer Fee is subject to a maximum thrediold cap. Please refer to Section ffl (B)(10) 
	for details. Exceeding this threshold cap results m immediate rejection of Aeapplk-atioa; 
	Applicants receive scores for this criterion baaed on the table below. Please note the 
	different categories for New Building vs. Existing Building applications. 
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	9% LIHTC Applicants 
	Criterion ?6. Project-Based Rental Assistance Subsidies 0 to 4 points 
	Project will be receiving, for the first time, project-based rental assistance subsidies for at least half of the units which would result in eligible tenants paying approximately 30% of their gross monthly income towards rent. Eligible programs shall include, but are not be Umited to, the Rural Development 515 Loan Program and HUD Section 8 project-based Rental Assistance Program. 
	If the answer to fhe question is NO 0 points are awarded 
	If the answer to die question is YES 1 to 4 points are awarded* 
	*-If all the units in-the project have project-based subsidies, then the appHcafion earns 
	4j>oints are awarded. If only a portion of a project has project-based subsidies, then the 
	scoring will be adjusted based upon the percentage of units subsidized. The percentage is 
	derived as "Number of Subsidized Units / LETC and non-LIHTC subsidized units," 
	provided tfaey are developed simultaneously. 
	Criterion S7. State/Local gGovemment Fmancmgsupport 0 to 7^ pomts 
	The project will be receiving a permanent below maricet loan or grant Scorn a State or 
	local governmental agency other than HHFDC or a lease fi-om a government agency 
	(including HHFDC). 
	The project has received a commitment for a permanent below market loan, or grant, or a commitment of at. least $10,000 but: less than S80;OQO per unitless A^-l.O^of the total-development-eost. A copy of a commitment letter, government action or contractual agreement must be included in the application. 2-3- points 
	The project has received a commitment for a pennanent below market loan, or 
	grant, or a commitment of more than S80-000' per unitgfeatef-thaa4-Oafl-Qf-tfee 
	total development cost. A copy of a commitment letter, government action or 
	contractual agreement must be included m the application. ^ points 
	Criterion ^8. State.'I.ocaI Govenimsnt OniiedLand _0 to 5 pouits 
	The project has received a lease from a govermnent agency (includmg HHFDC) on property owned prior to the application date. Property acQ'uired by the 
	^ovemmeut agencv after the application date will not be. eligible to receh-s points uader this cnrenpn. Applicationsnts n-iUreceh-e a percentage of the 5 points baaed upon the ratio of the square footage of the leased land to the total sqziare 
	footage of the project site. For example, if the square footage of the leased land is 
	20342025 Qualified Allocation Plan Hawaii Housing Finance and Development Corporation Page 15 
	EXHIBIT B 
	50% of the total square footage of the project site, the applicationnt mU reeeive


	2-5 points. —Up to 5 pomts 
	2-5 points. —Up to 5 pomts 
	The highest award possible is 7 points. 
	Criterion -W. Energy EfSciency and Green Building 0 to 4 points 
	Projects which promote smart growth, energy, and water consen-ation, operational savings and sustainable building practices in affordable housing design may be awarded up to 4 points as follows: 
	Projects can score points in only one category. If an aApplicant attempts to elect more than one category', the project shall not receive any points in this criterion. 
	Applicants must submit a certification from the architect confirming that the Project can meet tfae required building standards for the category selected below (refer to exhibit list of the Consolidated Application). For example, if an .aApplicant selects LEED Gold, the architect must certiiy that the Project can meet Ihe LEED Gold standard. If the certification is missing or if&e-afehitecfs certificatioa rt_does not reconcile \vifh Ae aApplicanfs election, the Project shall v.'iji not receive accy points i
	National Green 
	National Green 
	National Green 

	Enterprise 
	Enterprise 
	USGBCLEED 
	Buildins 

	EPAEnersy 
	EPAEnersy 
	Green 
	for Homes - v4 
	Standard 

	Stiirv3_ 
	Stiirv3_ 
	Communities 
	HD&C 
	(NAHB'i 
	No. Points 

	x_ 
	x_ 
	Certified 
	Certified 
	Bronze 
	J_ 

	TR
	Sih-er 
	Silver 
	J_ 

	TR
	Gold 
	Gold 
	J_ 

	TR
	Platinum 
	Emerald 
	4 


	httG;//\\^^v,energ\rstaT._eo^mdex-cfin?c=new homesJmi index 
	communities 
	http:^n^w-enterprise<:ommunitv.conil'solutions--and-umovaition''enterprise-.ereen
	-

	httti:/,/ereeDhomeeuide.coni'oroeram.'''Ieed-for-hoffles 
	http://nTwn'.nahbereen-org.'NGBS/default.aspx 
	http://nTwn'.nahbereen-org.'NGBS/default.aspx 

	Upon completion of the project o^iersjm^s_yhmit_a_certification from eitherthe appropriate regulating entity for the green buildmg otandard elected in the Project's consolidated application and scored upon by HHFDC. Alternatively, if the Project has followed through with green building design and construction but hais not been certified or commissioned by a third party, Gubmit a certification from crthe Project architect confirming that the Project has met the standard selected. Failure to provide the certi
	Criterion 10. Project Location and Market Demand 0 to 6 points 
	The points awarded will be based on HHFDC's evaluation of factors such as, but not 
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	limited to: die Project is-bemg located in a county's urban cor&''district (preference) versus rural district and is accessible to employment opportunities and shopping; and recreatiooal, medical and educational facilities are located in fhe immediate vicinity of 
	the project site. 
	the project site. 
	the project site. 

	Located in a County's urban core 
	Located in a County's urban core 
	3 points 

	Located in an urbanized area 
	Located in an urbanized area 
	2 points 

	Located in a master planned community 
	Located in a master planned community 
	1 pomt 


	Located m a rural district ifl proximity to employment | 0-1 pomtspoint opportunities and medical and educational facilities I 
	Project may earn up to 3 additional points lor availability 3 points of a mass transit statioa'stop within 0.5 miles. For Oahu, projects may earn 3 points for being wifhin 0.5 miles of a rail transit station or a bus stop vsifh peak bus semce of at least 5 buses per hour, or 1.5 points for being wifhin 0.5 miles of a bus stop with any level of sen-ice &equency. For neighbor islands, projects may earn 3 points for being wifhin 0.5 miles of a bus stop with peak bus sen-ice of at least 3 buses per hour, or 1.5
	Criterion 11. Developer and Property Management Experience 0 to 4-Ki.points Negative points; up to a total of 5 points may be given to general partners; co developers, management agents or any other member or agent of the Development Team-at HHFDC'G sole diGcretion for failure to meet the terms, conditions, and requirementci set forth in the application materials, unlesc it is demonstrated to the satisfaction ofHHFDC that the cu-cumstances were entirely outside the control of the owner (refer to Certificati
	Applicants receive scores for this criterion based on the following: 
	A. The development team (inclusive of its general partners, co-developers, management agents, and other member&/agents) deraonstratmg the ability to meet all terms, conditions, and requirements set forth in the application materials -wiU be awarded 3-y£_to_6j:)oints. Any applications submitted to HHFDC within the prenous five-year period may be considered when awarding points for fhis criteria. 
	B. Number ofLEHTC projects placed m sen-ice by the AE^ic£nLoLjm_affiliatgd entityPfdject Owner (General PEirtner.''-Mimagmg Member:l'De\-eloper). The number ofLIHTC projects placed in service in which the aApplicant's consultant that had a contractual obligation with the Project Owner throughout the construction/rehabilitation period continues to participate in the management of the project throughout the extended use period (as defined and required by IRC_section 42Cti)(6)(D)-e^Ae-Internal Revenue 
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	Cede), may be included in the scoring oftlnE_Criterion-9, subject to die submission of supporting documentation. 
	Projects Placed m Service Points 
	None 0 
	1-5 0.5 
	6+ 1 
	C.additional IfflFDC rpsonrceK or omer accommod.iuons, by the ,A.jDplic;mtProject Owner (General ). {HHFDC mav ?lectto award pomti despite ha'i.-in? or^tsd an accoimnodation.) The number ofLfflTC projects placed ia. senice in which the aApplicant's consultant that had a contractual obligation with the Project Owner throughout fhe construction / rehabilitation period and continues to participate in the management of the project fbroughout the extended use period (as defined and required by FR.C section 42(h)
	 Number ofLIHTC prqj ects placed in semce ia Hawaii, witliont exteny!c.n5. 
	Partner.'^'fcinagmg'Membffl-.Develop.er

	Projects Placed in Service Points 
	None 
	1-3 0.5 4+ 
	D. Number ofLfflTC projects managed by the Management Agent. 
	Projects Managed Pomts 
	None 0 1-5 0.5 6+ 1 
	E. Number ofLfflTC projects located in fhe. State of Hawaii managed by 
	the Management Ageat 
	the Management Ageat 
	the Management Ageat 

	Projects Managed None 1-3 4+ 
	Projects Managed None 1-3 4+ 
	Points 0 0.5 1 

	Criterion 12. Length ofAffordability Commitment 
	Criterion 12. Length ofAffordability Commitment 
	0 to 7 points 


	Applicants shall receive points for committing to an additional use period beyond the minimum "extended use period" as defined and required by TRC section 42(h)(6)(D)-ef the Internal Revenue Code. The election wiU be recorded in the Rjestrictive Covenant 
	Document. 
	Points mill be awarded based on the foUowing: 
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	Total Extended Use Period CTotaI 
	Total Extended Use Period CTotaI 
	Total Extended Use Period CTotaI 
	Points 

	Length ofAffordabiIity Commitment): 
	Length ofAffordabiIity Commitment): 

	61 years or morePerpetmty 
	61 years or morePerpetmty 
	7 points 

	61vears,ormore 
	61vears,ormore 
	^^omts 

	55 to 60 years 
	55 to 60 years 
	4 points 

	50 to 54 years 
	50 to 54 years 
	3 points 

	45 to 49 years 
	45 to 49 years 
	2 pomts 


	Applicants electing perpetual affordabHitv for their project must submit an additional exhibit detaiHag a comyrehe.nsn-e plan for fuodm? reserves and aecessan- capital improvements- The plan must outline strategies to secure suf&cient capitalthTpushoyt the projecfs use&l Ufe aiid bevond^withoutrelvmg_on_additipnal HHFDC resources- It should mclude a detailed financial projection to support the property's long-term physical and financial sustamabilhy-Tfeis-plan must address strategies for ensurmg sufficient 
	Criterion 13. Available and Minimum Unit Sizes 0 to ^-^jpomts 
	An Applicationat will receive vp to 3 points if it elects to provide affordable housing that provide larger units which are available to indmduak wifh. children or large families according to the foUowing schedule: 
	20% or more offhe total units are 1-bedrooms 1 point 
	20% to 39% ofAe total units are 2-bedrooms or larger I point 
	40% or more of the total units are 2-bedrooms or larger Ipomt 
	The highest award possible is 3 points. 
	For .all new constructi<m. applications. compliance vi-ith the nimimum unit sizes below \vill result in 2 pomts,,The_me,asyreflie;ntsJbelpw will be only for scruare footaae which is exclusively for the use of that unit and is fully enclosed, conditioned, and secured, measured interior finish face of wall to interior fuusli face of watt and does not ioclude exterior wall square footage. Unconditioned, unenclosed, or unsecured areas such .as lamis, patios, decks, porclies, stoops, or unattached storags rooms 
	S^tudio^SOO.SQuarefeet 1BR 360 scfuarefesT 2 BR 520 square feet 3BR 720 square feet 4 BR^SSO.s.quarefeet 
	Criterion 14. Special Housing Needs 0 to 2 points 
	Projects will provide housing for tenant populations with special housing needs. 
	For the purpose of this QAPualified Allocation Plan, "special housing needs" mean persons receivms a disability source ofmcome, requiring independent livmg Den-ices m 
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	order to maintain housing or develop independent living Gkillc and who has a disabling condition; a survivor of domestic violence;; or a person receivms benefits under the Social Security Disability Insurance (SSDI) program or the Supplemental Security Income (SSI) program or from veterans' disability benefits. Persons with special needs as 
	defined above and includmg frail elders, a&eior_mclividuals experiencing homelessness? mid people with disabilitie-:; msy have difficulties fmdmg housing that is safe, affordabte:and permanent. 
	-

	Projects msy receive up to 1 point for fhe criterion if it commits to provide sen-ices that will enhance the UvabiUty of the project for tenant populations with special housing needs. The point awarded is based on the quantity and quality of services provided as well as the status of commitment to such services. The maximum points will be awarded only to aApplicants that have an executed commitment to sen-e tius project by a fhirdparty service pro\ider or ifaApplicant or owner is an experienced provider of 
	-

	All such services shall be optional to die tenant and shall be provided at no additional cost to the tenant 
	Projects must demonstrate the feasibility of providing these services tfarouehout the compliance period as part of its application. The o\voei shall certify the feasibility of the sen-ices provided m the application accompanied by supporting documentation during the compliance period. 
	The Market Study must include an analysis of market demand for tenants -with special housing oeeds. 
	Projects that commit to providing housing for tenant populations with special housing 
	needs will be required to have those units occupied by Ae special housing needs tenants. 
	The Declaration of Restrictive Covenants for Low Income Housmg Credits will restrict 
	the occupancy of the specified units to special housing needs tenants for the duration of 
	the committed affordability period. For example, if a project commits 10 of the 60 
	LfflTC units for special housing needs tenants, those units shall be occupied at all times 
	by a special housing needs tenant. The unit shall remain vacant until a special housing 
	needs tenant occupies the unit regardless of whether there is a waitlist for the project for 
	the other remaining units. 
	Criterion 15. Percentage of Income Targeted Units 0 to 10 points 
	Applicants receh'e points by providing a preference to lower income tenants in accordance ~wiih the table below. 
	Applications will eaTnuftfotenl'10lpointsliased,onaOTeemg^o,complv,^ 
	applicable limits, is. the matrix. below. In order to receive pomts, the application must 
	reflect one set-aside election i'averase mcome or ""orismaJ" minuimm set-aside i'i.e.. 40°'o 
	at. 600'o or 20° o at 50°o) and meet the criteria below for the selected set-aside
	-

	•
	•
	•
	 For averaee income, the oercenf shown is the- average AI^'I[ amona the umts' desimattons
	-


	•
	•
	 For an orieiaal mimmum set-aside. at least 30% of the units must bs affordable to and occupied by households at the A^-Q. shown. 
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	Projecto may score multiple times under the Percent of Income Targeted Units" category (Le., electing 80% ofLIHTC unitG at 500/» AMGI and 20°'i> ofLIHTC unitG at 30°^ AMGI for 10 points). However, projects may only score once under a opecific "Area Median Income" category (Le., if 70° o ofLIHTC units at 50%AMGI is elected, the project cannot elect 30% ofLIHTC at 50% AMGI to account for 100° o ofLIHTC units). The higheot award possible is 10 points. 
	Pleaae Gee example scoring under this criterion below: 
	The income restrictions shall be included as part of the declaration of land use restrictive covenants based on unit count. 
	Criterion 16. Im-olvement of a Qualified Non-Profit Organization 0 te-or_2 points 
	Project involves a Qualified Non-Profit Organizatiou as defined in Section 42 IRC and 
	wiU eiec.f to receive ati allocation from the non-profit set-aside. The Qualified Non-Profit. 
	Organization is to own an interest in the project (directly or through a partnership) and 
	materially participate (wifhin the meaning of Section 469(h) IRC) in the development and 
	operation of the project throughout the Extended Use Period. 
	la addition, HHFDC requires the foUowing for the project to score points ia tins Criterion M: 
	A. Submission of the Articles of Incorporation of the Qualified Non-Profit OrgaaizatioQ 
	B. Copy of a current 501 (c)(3) IRS Tax Exemption Letter for the Qualified Non-profit Organization 
	C. Most recent Treasury' Form 990 wifh all supporting documentation, as filed with die IRS 
	D. The Qualified Non-Profit Organization is required to have a physical office in the State of Hawaii 
	E. Submission of a valid Certificate of Vendor Compliance for fhe Qualified Non-Profit Organization indicating die entity is "compliant" or "exempt". 
	F. One of the exempt purposes of the Qualified Non-Profit Organization includes fostering low-income housing as mdicated by Section 42 IRC. 
	9% UBTC Applicants 
	The' project mil elect to receive an allocation from the non profit set aside- The owner 
	must comply ivifh the requirement of the non profit set aside during the extended use 
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	period. There is a Qualified Xon Profit Organization that will have an interest in and material participation m the project throughout the extende-d use period. 2 poiflts 
	Criterion 17. Opportunity for Home Ownership 0 or 1 point 
	Project is offering tenants an opportunity for home ownership. The applicant owner will o£Eer tenants a right of first refusal to acquire fhe property in accordance with Section 42(i)(7) of the Code. To receh-e consideration for fhe criterion, the aApplicant must provide a feasibility analysis addressing the tenant's ability to purchase the project-The applicant must also provide anda plan discussing how the project will offer fhe units for homeorwneislup to tenants. 
	If the answer to the question is NO 0 points 
	If the answer to the question in YES I point 
	Criterion 18. Qualified Census Tract 0 or 1 point 
	Project is located in a Qualified Census Tract. The project -will redevelop existing housing which contributes to a concerted community revitalization plan as determined by HHFDC. For example: Is the site located in an EnterpnGe Conimumty, Empowemieat Zone, or part of a County redevelopment plan? 
	If the answer to the question is NO 0 points 
	If the aoswei to the question in YES 1 point 
	To receive consideration for this criterion, the aApplicact must provide. an explanation on how this project is in compliance -with such plan and its benefit to the overall commumty-The applicant must provide and_a letter of interest or a binding agreement with the government agency administering the community revitalization plan. 
	Criterion 19. Historic Nature 0 or 1 pomt 
	Historic Nature. The project will preserve the historic nature of an eodstmg building. Preservation ofbuildmg(s) on a. national or state historic registry will receive 1 pomt 
	If the answer to the question is NO 0 points 
	If the answer to fhe question in YES 1 point 
	Criteriou 20. Census Tracts vrith Conceutrat&d Wealth _0 or !. points 
	Applicants score under this criterion based on the percentage of families below the 
	poverty rate m the Census tract conlaitimg the project site. The score depends on the 
	otheiLappUcafapns- The site in the.fractTvith 
	•
	•
	•
	 the lowest percentage receives 1 point 

	•
	•
	 highest percentage receives 0 points. Those between the highest, and :lo\ves'{ will receive a proportional number ofpomts based on their proxmiity to the lowest ratio. In the event a project nill have buildmg^sjn 
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	multiple tracts, the calculation will be based on. the one with the highest percentage-

	Criterion 21. Loan Repa5Tnent _0 or 1 pomt 
	Criterion 21. Loan Repa5Tnent _0 or 1 pomt 
	Apolications mvolvmg: full fepa.^'ment of a Rental Housine Revoh-me Fuad loan zvitliin 
	the committed RHRF afEoTdability period wlU earn 1 pomt Applications not requesting 
	KHRF -will receive 1 oomt. 
	Criterion 22. State Conveyance 0 or 1 point 
	Aoolicants wiU cam 1 ooint for asreeiae to ofier to sell the proiect to a state aeencv for 
	fair market \-ahie (as detemuned by a third-party appraisal'), subject to conimerdally 
	standard teiins, no later litanjiuee^ars before the end of the Section 42 extended use 
	periocLThe aereement will be reflected in the Declaration of Restrictive Covenants. 
	Criterion 23. Need for Rehabilitation _-2 to 2 pomts 
	HHFDC will ssvzid between -2 and 2 points based on its deteraunation of how muchthe 
	rehabilitation which wiU materially improve residents' quality of life fthe extent of 
	chaoee between current conditions and results after comoletion). New Construction 
	protects will receive 0 Doints
	-
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	IV. Rights of HHFDC 
	HHFDC reGen-es tlie right to may disapprove or,d?fercptisiderat).gnpfany application or project for aay LIHTC resen-ation or allocation, regardless of ranking under the criteria and point system as^oHtamed-m section IS of this allocation plarL-Theexeeutivedireetof or his-lief-designated representative shall have the autiiority to defer consideration of any application if, m his her oole diccretion, such deferral is deemed in the best mterest ofmeefing houQm.e needs. 
	HHFDC resen-es the right, in its sole discretion, to ma'.' (i) hold back a portion of the annual state and federal housing credit ceiling for use during later reservation cycles, (ii) carry over a portion offhe current year's housing credit ceiling for allocation to a project which has not yet been placed in sen-ice, and (Hi) under certain conditions, issue a fonvard commitment for up to 25% of 
	the next year's housing credit ceiling. 
	HHFDC is required under Section 42 of the IR.C to aUocate only the minimum amoimt ofLIHTC required to make a project feasible. The determination of die amount ofLIHTC to be resen-ed or allocated to a project shall be made solely at the discretion ofHHFDC. HHFDC may, at the time of issuance of the IRS Form(s) 8609 for the project, decrease the amount ofLIHTC allocated to a project based on the actual cost and financing of the project. 
	Compliance with Commitments and Representations: 
	1.
	1.
	1.
	 Projects and Applicants receiving an award ofUHTC are required to comply with their commitments and representations made under the (i^QAP and Consolidated Application and (ii) Qualified Allocation Plan. 

	2.
	2.
	 HHFDC shall verify compliance of the Project and Applicant during its review of the Form 8609 request. The renew shall include, but is not limited to, the following: 


	a.
	a.
	a.
	 Compliance -with Contractor Profit and Developer Fee Limitations determined via the audited cost certification. 

	b.
	b.
	 Completion of project improvements in accordance with plans and specifications determined via architect certification. 

	c.
	c.
	 Compliance -with Green Building and Energy Efficiency commitments detenumed via architect certification or certificate issuance by the appropriate regulating body. 


	d-. — Please refer to the request ofIRS Form 8609 Issuance for additional information. 
	3. The failure offhe Project and Applicant to meet fhe commitments and representations sfeaU-mav result in the followmg:Rorferture offhe entire 10% Good Faith Deposit collected during acceptance offfae LfflTC Canyover Alloca.tion or Resen-ation. 
	HHEDC in no way represents or warrants asy interested party' which may include, but is not 
	limited to, any developer, project owner, investor or lender that the project is, ia fact, feasible or 
	viable. 
	No member, officer, agent, or employee shall be personally liable concerning any matters arising out of, or in relation to. the resen-ation or allocation of the LIHTC
	-
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	V. Fees 
	The following fees are associated with the LIHTC program. HHFDC reGen-es the right to msy 
	adjust the fees due to changing circumstances annually each January 1. All fees shall mr.sT be 
	paid via cashier's check and made payable to the Haivaii Housing Finance and Development 
	Coiporatton. 
	Application Fee An application fee shall be is_payable to HHFDC at the time of submission of the application.-The fee shall be the same for all applicants. 
	Good Faith Deposit 
	A good faith deposit often percent (10%) of the &st year's federal LIHTC reservation shall be ss 
	payable at the time the executed binding agreement is submitted to HHFDC. Upon allocation and 
	issuance of&e IPS Form 8609, HHFDC will i-etam eighty percent (80%) of the good faith 
	deposit shall be retained by HHFDC as an adnunistrative fee. The remainder of the good faith 
	deposit may be refunded to the aApplicant. Failure by Owner to meet any of the 
	represectations made in the scoring criteria at the time of application will result in the retention of 
	HHFDC_retmamg_fhe entire good faith deposit-by HHFDC. Asy said faAffe E.hatl be deteffiufi&d 
	by HHFDC in ite sole discretion. 
	Compliance Monitoring Fee Please refer to Section VL Compliance Momtoring Plan for more details regardms-tfe^ Compliance Monitoring Fee. 
	Oualiliod Contract ProccGsine Fee Qualified Contract Fee of $500 per unit for all units. 
	YL Compliance Monitoring Plan HHFDC Low-Income Housing Tax Credit Compliance Manual is available at https-j'/dbedthawau.govAihfdc/ 
	A. Summary 
	HHFDC sfeaH-will monitor compliance \\'ith all applicable Federal and State Program 
	requirements for the period a project is committed to providing low-income rental units. 
	HHFDC wiU require that all qualified tenants of a project be certified upon occupancy 
	and be re-certified annually to ensure compliance. Projects shall be required to mrist 
	maintain copies of the income certification for each tenant on. fonns approved 01 
	provided by HHFDC. Projects w&l-also be required to must maintain records regarding 
	number of rental units (including number of bedrooms and size of square footage of each 
	bedroom); percentage of rental units that are low-income units; rent cliareed on each 
	rental unit including utility allowances; documentation regarding vacancies in the 
	building; eligible and qualified basis of the building at the end of the first year of the 
	credit period, and at -die end of each year until required set-asides are met; and character 
	and use of the nonresidential portion offhe building that is included in the building's 
	eligible basis, all in accordance witfa the-federalj-ules published by the Internal Revenue Sen-ice (IR.S). HHFDC may perform an aiidit annually but, at a minimum, once even' 
	three years, and shall have access to all books and records upon notice to the project 
	owner. Annually, owners ofLEHTC projects will be required to certify to HHFDC tfaat 
	for the previous year. the minimum set-aside leqvaremeat was met; there was no change 
	in the applicable &action, or an explanation if there was a change; appropriate income 
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	certifications and documentation have been received for each low-income tenant; each low-income unit was rent-restricted in accordance with IRC Secdon 42-KG-: all uaits were for use by the general public and -used on a non-transient basis (except for transitional housing for fhe homeless as provided for in IRC Section 42-B^G); each building was suitable for occupancy, taking into account local health, safety and building codes; there was no change in the eligible basis in the project, or an explanation if t
	IfHHFDC becomes aware of non-compliance, it. will notify the IRS shall be notified in 
	accordance with tbe-itsjrules published by die IRS. 
	Please consult with your tax attomev tmcli'or LIHTC consultant re°tirdin? Internal Revenue Code regulations. Owners are responsible for keeping abreast of current Program requiremento-
	The guidelines outlined below pertain to projects allocated Federal and State LIHTC in 
	the State of Hawaii. 
	B. Compliance 
	Owner/Manager Training Owners, managing agents, and on-site managers should attend or document that Aw have recentfy attended trainmg on management and compliance prior to leasing any units, but no later than receipt ofIRS Form 8609. wfaich certifies an allocation ofLIHTC. Training may be required following significant or repeated noacompliance events. At minimum, such training should cover key compliance terms, qualified basis rules, determinatioa of rents, tenant eligibility, file documentation, next avai
	Set Aside and Average Income The project must comply -with one of the low-income nurumum set-aside requirements of Section 42 IR.C as chosen by the owner at the time of receiving the credits. The minimum requu-ements are eitfaer: 
	-L—20 percent or more of the units m the project are occupied by tenants having a household income of 50 percent or le35 of the area median gross income (the "20-50 requirement"), or 
	3-. • 10 percent or more of the units iu the project are occupied by tenants having a 
	household income of 60 percent or less of the area median gross income (the 
	"•10 60 requirement")
	-

	Tenant income is calculated m a. manner consistent with the determination ofamiual 
	income under Section 8 of the United States Housing Act of 1937, as directed by the 
	Internal Revenue Code. Area median incomes are determined annually by HUB and are 
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	available &omHHFD€
	-

	Only new construction sn.d rehabilitaticiu proTects not subject to an e^stir;" LSTTC 
	Declaration of Restrictive Covenants are elip-ible lo elect the averase mcome muuinurn set-aside. Applicanfs must comply witli the followinsr': 
	• The desmnatioas for any bedroom type cannot exceed 60%^f_area_me^an_mcQme, •• The oroiect cannot contain unrestricted, market rate -units. *,0wners,of protects with more than one biuldmg must select that,each,is^artol 3. 
	niultiRle,l?uildms sef-aside on Ime SbmPartI[ofIR-S,Form,8ofl9, 
	Rent Units in the project must be reut-restricted to either thirty (30) percent of the median income adjusted for family size for the area in -wfaich the project is located or rent-restricted to thirty (30) percent of the imputed income limitations based on unit size. This rent restriction must be maintained throughout the Term offhe Compliance and Extended use period. See °D. Rent and Income Limits7 in this section for further information. 
	Minimum Term of Compliance Projects receiving a LIHTC allocation after January 1,1990, must comply wifh eligibility requirements for the extended use period [initial 15-year period (compliance period); in addition to the 15 or more years (additional use period)] determined by elections indicated in the Restrictive Covenant Document. The Restrictive Covenant Document must be recorded before credits are allocated. 
	Annual Certification These and other compliance requirements as listed in Section A. Summary must be 
	certified annually by the ovmer through fhe submission of the Annual Report. The Annual Report includes the Owner's Certificate, of Continuing Program Compliance and shall be submitted by February 1 of each year throughout the compliancs'extended use 
	period. 
	Records Retention The Annual Report and the supporting documentation verifying the information on the Annual Report must be kept for a minimum of set (6) years after the due date (with extensions) for filing the federal income tax return for that year. The records for the first year of the credit period, however, must be retained for at least 6 years beyond the due date (with extensions) for fiUng the federal income tax return for the last year of the compliance period of the building, in accordance with pu
	The JRS_ allows _Ee.lectromc storage ofrecords-is-allawe^by-the-KS. However, HHFDC encourages the retention of hard copies of the first year's records. 
	IPS Form 8609 
	The owner shall complete Part II of-the IRS Form 8609 and submit it with subsequent 
	Annual Report. 
	QuaUfied Basis Tracking Sheet (QBTS) 
	This form shall be submitted annually until the required set-asides are established. 
	Documents will provide infoimation on original tenants qualifying each building for 
	LIHTC minimum, set-asides, and other set-asides. 
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	Status Reports 
	This report is to be submitted annually by owners in such fonuat as required by HHFDC 
	or its Aufhorized Delegate to document and track the continuous compliance ofLIHTC 
	units. The documents report data that tenants are income eligible at move-in, that 
	occupants ofLIHTC units are re-certified at least on an annual basis, and that the unit 
	rents are restricted. Documentation ivill also indicate compliance with the vacant unit rule 
	and 140% rule. The trackiog ofLIHTC uuits substantiates the maintenance, increase or 
	reduction of the qualified basis for each Building Identification Number (BIN). 
	C. Qualifying Households 
	Applicants for low-income units should be advised early in. their initial visit to the project that there are maximum income limits wiiich apply for these uuits. Management should explain to the tenants that the anticipated income of all persons expecting to occupy the unit must be verified and mclude-d on a Tenant Income Certification CTIC) prior to occupancy, and re-certified. Applicants should be informed of other IRS requirements such as the Student Rule and Recertifications. 
	Unborn Children In accordance \\ilh the HUD Handbook 4350.3, the owner shall include unborn duldren in determinmg household size and applicable income Umits. Ifpemutted by state laws, the owner shall require documentation of pregnancy in such circumstances. 
	Student Households 
	In accordance wifh the Internal Revenue Code, a household comprised entirety offull
	-

	time students may not be counted as a qualified household, unless the household meets at 
	least one exception. Refer to the Internal Revenue Code for additional guidelines on the 
	exceptions. 
	Owner shall utilize a lease provision requiring tenants to oottfy managing agent of any change ia student status. 
	Calculating Anticipated Tenant Income 
	The owner shall quality tenants by calculating household income using the gross income 
	the household anticipates it will receive in the 12-month period followmg the effectn-e 
	date oftfae mitial certification or Recertification- Anticipated income should be 
	documented in the tenant file by tiurd party verification whenever possible, or by an 
	acceptable alternate method of verification with documentation as to why third-party 
	verification was not available. Owner shall use current circumstances to project income, 
	unless verification forms or other verifiable documentation indicate fhat an immineat 
	change will occur. The owner shall refer to HUD Handbook 4350.3 REV-1 for guidance 
	on the proper calculation and verification of income and assets per IRC regulations. 
	Certification Upon acceptance of an applicant to the project, a TIC must be completed for the ^iplicant and certified by the applicant and the owner. The form is a legal document which, when fully execute-d, qualifies the applicants to live m the set-aside units in the project. The head, co-head, spouse and all household members over 18 years of age must sign the TTC. 
	The TIC must be executed along with the lease prior to move-in. No one may live in a 
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	unit in the project unless he is certified and under lease. 
	The origmal copy of the executed TIC fonn is to be retained in the applicant's file. The TIC and the supporting documentation verifying the TIC must be kept for a minimum of sbt (6) years after the due date (with extensions) for filing die federal income tax return for that year. The records for the first year of the credit period, however, must be retained for at least 6 years beyond fhe due date (ivrth extensions) for filing the federal income tax return for the last year of the compliance period of the b
	Recertification 
	For 100% LIHTC set-aside projects, annual recertifications are not required after 
	January 1, 2009. Owners must recertify households at least once on the first anniversary 
	of their initial tenancy. Self-certification of annual income is required for subsequent 
	years. 
	For projects with less than 100% UHTC set-aside: 
	To ensure each unit is complying with the LIHTC income restrictions, HHFDC requires 
	(a)
	(a)
	(a)
	 the owner to annually recertiiy each tenants income and household composition and 

	(b)
	(b)
	 each tenant is to report certain changes in income and household composition which occur beUveen regularly scheduled recertifications. 


	Each tenant's annual recertification is to be completed within one year of last recertification. The request for recertification shall be made between 90 and 120 days before the effective date, and it must clearly state that the tenant has ten (10) calendar dsys m which, to contact the owner to begin recertification processing. The notice must also state the days and hours available for the intemew, the information the tenant should bring to the interview, and how and whom to contact to schedule the intervi
	Upon reverification of the tenant's income, the owner shall complete a new TIC nluch shall be certified by the owaer or owner's designee. 
	Past-Due Recertification 
	A recertification is considered past due if the TIC form. for the tenant is not certified by 
	the tenant and owner withm. nvelve months of the last recertification. 
	D. Rent and Income Limits 
	Projects must comply with the. following procedures: 
	• Units in the project must be rent-restricted to 30% of the imputed income 
	limitations for each unit, based upon HUD area median inccanes and size of units. Rents are computed by bedroom size in the following manner: a unit which does not have a separate bedroom - 1 individual; and a unit with 1 or more 
	separate bedrooms - 1.5 individuals per bedroom- HHFDC provides rent linuts for projects receiving a LIHTC aUocation
	-

	• Gross rent does not include any payment for various rental assistance programs and supportive sen-ice assistance as outlined in Section 42 IRC. Gross rent must include any allowance for utilities. 
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	HUD publishes the area median incomes for each state annually. Updated income limits must be implemented pursuant to IRS Revenue Ruling 94-57, "Taxpayers may rely on a list of income limits released by HLTD until 45 days after HUD releases a nsw list of income limits, or until HUD's effective date for the new list, whichever is later." Rents may be increased accordiugly as the area median income increases. IRS hold harmless 
	policy may apply. 
	If the income of the tenants in a unit \vho have been previously verified increases above 140 percent of the applicable income limitation, the unit may continue to be counted as a low-income unit as long as the next unit of comparable or smaller size is occupied by a qualified low-income tenant, and Ae rent continues to be restricted for the initial unit 
	E. Eviction of Tenants 
	Once an eligible tenant has been certified and admitted to the project, tke tenant may not be displaced solely due to an increase in the teaaufs household income beyond tfae restricted lunit 
	F. Audits 
	The project will be subject to a management audit by HHFDC or its Authorized Delegate: 
	(1) by the end of the second calendar year following the year that the last building in the low-income liousing project is placed in sen-ice; and (2) at least once every 3 years thereafter. Notification of an audit shall be given to the owner no more than 15 days prior to such audit. The results of the management audit and the recommendations for 
	corrective action to protect and maintain the project shall be transmitted to the owner within fhirty (30) dsys followmg the completion of the audit. 
	The purpose of the audit will be to conduct a physical inspection of the building and/'br 
	project, for the lessor of 20 percent of the low-income units in the low-income project, 
	rounded up to Ac nearest -whole number of units or the Minimum Unit Sample Size set 
	forth ia the Low-Income Housing Credit Minimum Unit Sample Size Reference Chart, 
	26 CFR § 1.42-5, (c)(2)(iu), to inspect the units and review the low-income certifications, 
	documentation supporting the certifications, and rent records for die tenants in those 
	unite. The audit wiU also consist of a review of first year tenant records, a review of the 
	documentation supporting the Annual Report, and assy other documentation necessary for 
	HHFDC to make a determmation as to whether the project is not ic compliance \\ith 
	Section 42 IRC and Section 23 5-110.8 of the Hawaii Revised Statutes. 
	'When. conducting tenant file reviews, HHFDC's and its Authorized Delegate's reviews shall include, but not be limited to: 
	• completed rental application, including certification of assets and disposal of assets, if applicable; 
	« tenant income certification completed for move-in and current year. includmg all required signatures and dates: 
	•
	•
	•
	 income verification(s) completed and documented; 

	•
	•
	 assets verified in accordance with TR.C regulations; 

	•
	•
	 student eligibility documentation; 

	•
	•
	 lease and lease addeodums completed at move-m; 
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	•
	•
	•
	 utility allowance on file; 

	•
	•
	 review of first year tenant records which qualified the project initially for LIHTC. 


	The owner shaU have a period offorty-five (45) days in which to respond to the findings oftfae management audit. HHEDC shall re^ew the owner's response to determine the. extent to which the issues raised in the management audit letter are addressed. Findings, whether corrected or not, wiU be reported to the IRS. 
	See the following Section J for information on notification to the IRS of any non
	-

	compliance found in the management audit. 
	Rural Housing Service (RHS) and Tax-exempt Bond Issue Projects 
	In accordance with the published IRS guidelines on compliance monitorins, an exception may be granted to RHS projects under its section 515 program and buildings or projects of which 50 percent or more of the aggregate basis is financed with the proceeds oftaxexempt bonds. 
	-

	The IRC regulations allow for exception of a building from the. inspection requirement if the building is financed by KHS under the section 515 program, the RHS inspects the building [under 7 CFR part 1930(C)], and the RHS and the allocating agency enter into a memorandum of understanding, or other sinular arrangement, under which the RHS agrees to notify the allocating agency of the inspection, results. Irrespective of the physical inspection standard selected by the allocating agency, a low-mcome housing 
	Annual Reports, QBTS, Compliance Monitoring Status Reports and other reports are stiU required ofRHS projects. Although HHFDC has allowed Ae use of the RD 3560-8, the form does not determine eligibility for specific LfflTC requirements. Owners need to determine whedier the TIC -ndll be used, or a worksheet will be attached to RD 3560-8 to determine eligibility under the IRC. Management audits wiU still be conducted as indicated herein. 
	An owner wfao for some reason is not able to make any of the required certifications 
	stated m the Annual Rqiort or other requirements must inform. tfae Agency' immediately 
	of such inability, as well as explain the reason for said inability. 
	H. Reporting Requirements 
	1.
	1.
	1.
	 The LIHTC Annual Report must be submitted annually by February 1 of each year throuehout the compliance''extended-use period. 

	2.
	2.
	 Part D: of the IRS Form 8609 must be completed by the OWGBI and submitted with the initial Annual Report. 

	3.
	3.
	 Qualified Basis Tracking Sheets are submitted at a minimum annually with LMTC Annual Report until all set-asides are established. 

	4.
	4.
	 Status Reports are submitted annually by owners with the Annual Report to 
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	document and track die continuance compliance ofLMTC units throughout the 
	complianc&extended-use period. 
	5.
	5.
	5.
	 A cop}' offhe applicable schedule, report or model used to calculate the utility allowance, submitted annually with the Annual Report. 

	6.
	6.
	 Annual submission of required tenant data in accordance -with the Housing and Economic Recovery Act of 2008. 


	These forms must be sent in to HHFDC or its Authorized Delegate at the address shown 
	m Section II. 
	The Tenant Income Certification and LIHTC forms listed above are available from HHFDC. Additionally, HHFDC has data regarding HUD area median incomes, maximum rental rates, income verification information and fhird-party verification forms. 
	L Fees 
	A compliance monitoring fee of $25 per unit for aU units within each project shall be charged annually for administrative expenses. This fee shall be submitted with the LIHTC Annual Report for each year of the compliance/extended-use period. HHFDC reserves the right to adjust fees due to changing circumstances annuaUy each January 1. It wiU be the responsibility ofBHFDC -to inform the ovmei of any changes in the annual compliance fee prior to the submission of fees. The compliance monitoring fee -will be ef
	J. Non-compliance Penalties 
	The penalty for non-compliance with these procedures is the potential recapture of the credits awarded and interest on the amount recaptured. The ER.S shall determine penalties for non-compliance. 
	Upon determination by HHFDC ofnon-compUance •n'ith fhe LIHTC Program, the owner shall be notified and given forty-five (45) days to correct any discovered violations. In. accordance with the IRS published guidelines on compliance monitorme, HHFDC will be required to notify the IRS within forty-five (45) days after the end of the thirty-day correction period, whether or not the non-compliance is corrected. HHFDC will be given the opportunity on the IRS form to indicate whether the cfwner has corrected the no
	-

	Kr K;_Additional Use Period 
	After the initial 15-year compliance period of the Extended Use Period ("Additional Use 
	Period"), HHFDC is .no longer required to report instances of non-compliance to die IRS. 
	The Compliance during the Additional Use Period ("AU Compliance Policy") will 
	concentrate on enforcing the requirements of the LIHTC program tturough the term of the 
	Declaration of Restrictive Covenants for Low Income Housing Credit recorded on the 
	property. 
	The AU Compliance Policy is largely based on tfae procedures of the imtial compliance 
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	pericxl. Unless noted below, the policy and procedure for compliance during the initial compliance period shall coatmue to apply to the additional use period. 
	Effective Date The AU Compliance Policy shall be effective on the first day after the expiration of the initial 15-year compliance period for the last building placed in sen-ice in the project Generally, the additional use compliance period will begin on January 1 of the year after the. expiration of the initial 15-year compliance period of the last building placed in service and be in effect until the end of the additional use period. 
	Income and Rent Set Aside Owners are subject to the Section 42 occupancy and rent restrictions required in the Declaration of Land Use Restrictive Covenants for Low-Income Housing Credits. 
	Student Households The IRC student rule no longer applies during the additfoaal use period. However, as HHFDC wants to ensure that properties in the additional use period are not used as dormitory housing, a modified student eligibility requirement vftU. be enforced. Diu-mg the additional use period, a household comprised entirely of full-time students will qualify as long as at least one member of the household is an independent student or is a srtudent in grades Kindergarten through 12 (mcluding home scho
	Available Unit Rule /140% Rule For projects wiiich include market rate units, the Available Unit Rule and the 140% Rule do not apply during the additional use period. The percentage ofLEHTC units as specified in the Declaration of Restrictive Covenants for Low Income Housing Credits must be maintained throughout the additional use period. 
	Certification and Recertification Certification of tenants at the time ofmove-in shall be required during the additional use period according to the same procedure as the compliance period. 
	Recertification of tenants vfiU. not be required during the additional use period. However, if any adults are added to the liousehold, then die household must be re-certified. 
	Unit Transfers During the additional use period, unit transfers are allowed without a new income qualification. Documentation of all unit transfers that occur shall be submitted as part of the Reporting Rjequiremects. 
	Reporting Requirements 
	a.
	a.
	a.
	 The LDBTTC Annual Report must be submitted annually by Tebmary 1 of each year throughout the additional-use period. 

	b.
	b.
	 Status Reports are submitted annually by owners with the Annual Rqsort to document and track the continuing compliance ofLIHTC units throughout the additional-use period. 
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	Site Audits Commencing wifhin three years after the ei^iration of the Compliance Period, site audits for projects may be conducted at least once every five years. Projects that have substantial outstanding non-compliance beyond the correction period based on the findings of the most recent site audit may be subject to more frequent site audits. 
	Owner Inspection Owners shall conduct an annual physical inspection of each unit and common areas in the 
	proje.ct 

	Correction Period and Non-compliance Penalties Upon determination by HHFDC ofnou-compliance with the LIHTC Program durmg the additional use period, fhe owner shall be notified and given forty-five (45) days to correct any discovered violations. HHFDC may extend the correction period on a case-by-case basis, up to a total of six (6) months, if it is determined by HHFDC that good cause exists for granting such an extension. Owners mzy request HHFDC to review all outstanding non-compliance issues for a propert
	Any owner and constituent entities involved in management aud ownership of a project 
	with an unresolved finding of non-compliance beyood the initial correction period may 
	be deemed to be Not in Good Standing by HHFDC Finance Branch. 
	Owners must clear ati outstanding non-compliance issues to be deemed in Good Standing with HHFDC Finance Branch. 
	¥%—Other 
	 Cost^'VreaDesi.enation 
	A=—Hi.sh

	Newly constructed buildings located inside of designated Difficult to Develop Areas or Qualified Census Tracts qualify as a high-cost area- The additional LfflTC available fi-oni die 'Zasis boost" will be used to offset the high cost of construction and land throughout the state. 
	B-—Minimum Rehabilitation Requiromont Minimum rehabilitation expenditures must be the greater of the minimum rehabilitation fhreGhold identified in Section ,12 IRC or the cost of work identified by the Capital Needs Assessment attributable to address immediate repairs, replacements or upgrades. 
	VS;—Qualified Contracts 
	The Omnibus Reconciliation Act of 1989 required that all properties receivine an allocation of Housing Credits after January 1, 1990, are subject to m additional use period that extended the minimum afifordabUity period of credit properties from 15 to 30 years- Section •12Ch)(6) provides an option for owners to present a Qualified Contract ("QC") for the acquisition of the property by a prospective buyer 
	that-asreefrto^urchas&4hepK»perty-for-thfr-'^iaUfi^^<?atau;tpFiGe"lr4f4hfi-6tate^genGy-is^^ find a buyer to purchase the building at the "qualified contract price", the additional use period is 
	I ::IRC-Sectioa42-(li)(6XEXi)(H) 
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	temunated-
	Owners that elected to vfsive their option to requesit a Qualified Contract are not eligible. 
	After the last day of the fourteenth year of the compliance period of the laot building placed in oen'ice or 
	the last day of the last year of a multiple year allocation, an eligible owner of the project utilizing fedeial-
	LIHTCs may request a QC-^ 
	Qualified Contract Request: 
	The legal owner must first submit a written request to HHFDC Executive Director for conQideration to 
	present a qualified contract request (the ^'Request"). The Request must also include a copy of the First year 8609s showing Part II completed for all buildings placed in service-
	Aftei receiving the Request, the Corporation shall conduct a renew to determine the eligibility of an 
	owner to submit an Inquuy, by confummg the following: 
	4-—the origmal owner did not waive its right to requeiit a QC during the allocation of the LIHTC: 
	3:—the LfflTC property meets the basic physical compliance Gtandards that are necesGaiy to claim 
	^-. —— the owner has secured waivers of any purchase option and right of first refusal CQimected to the 
	4;—the project and owners comply with all programmatic requu-emeats. and are in good standing with 
	If after the review of the Request, the Corporation determmeo the Ovmer io not eligible to submit a Qualified Contract Request Application the Owner wiU be notified in writing. 
	The owner must coirect any deficiencies noted in the recent compliance monitoring before submittal of a request for a QC. 
	Qualified Contract Request Application: The Owner must fiile a complete Qualified Contract Request Application ("QC Application") with HHFDC on ouch fonn(s) as the Executive Director ("Director") may require from time to time as prescribed. The QC Application includes any documents and any additional infonnation as may be requested by the Corporation in order to comply with the Internal Revenue Code (IRC) §12(h)(6)(F). 
	The QC Application shall mclude the Owner'G proposed QC price. The QC Application shall mclude a report calcutatmg the QC price prepared by an. independent certified public accountant ("QC Report"). The QC Report will list all due diligence reviewed and provide a detailed calculation of the QC price. The QC Report will include an opinion and certification that the QC price was calculated in accordance with the Internal Revenue Code §'12Ch)(6)(F). The certified public accountant will provide a reliance lette
	ir. ——— The owner will submit die following documents ao part of its Application: 
	2 IRC Section 12 (h)(6)(I) 
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	fc—QC Report:
	fc—QC Report:
	b-. —QC procesGuig fee of $500 per unit for ati units; &—copies of all annual partnerGhip tax returns; 4:—copies of annual audited project financial statement for all years: e-—copies of loan documents for all secured debt during the compliimce period; £—copies of partnership agreement (original, current and all interim imiendmetats);g.—current title report (no more than 60 days from the date of QC Application); fe—a physical needs assesssment for the entire project (no more than 60 days &om the date of QC 
	-

	3-. —The Owner must make the following documents available to interested buyers such that the buyers may conduct their due diligence: 
	ib—copies of annual audited project financial statement for all 5'earG; ^-. —— copies of loan documentG for all secured debt during the compliance period; 6-—copies of partnership agreement (original, cucrent and all mterim amendmefite^ A—current title report (no more than 60 days old from the date ofQC Application); e-—a physical needs acs&ssment for the entire project (no more than 60 days from the date of QC Application); £—an appraisal prepared by a qualified third part}- appraiser for the entire projec
	Other Terms: 4-—The Corporation may procure a third party contractor to provide semces related to the valuation, review or inspection of the property. Owners are responsible for any costs associated with contactmg and procuring the third party providers. 
	3-. —The Corporation may reject a QC Application if the Owner does not provide the proper documentation, uaformation on the required forms or pay for the items listed below-
	3r—The 1 year period doe's not start until the Onner suhnuts a complete QC Application with all required documentB to the Gatiofaction of the Corpomtion
	-

	4-. —The Owner will agree to release the documents listed above to intereGted parties. Copies of such documents will be the responsibility of the owner. 
	^—The Owner also agrees to aUow HHFDC to advertise the property' and the Qualified Contract price. Such advertiGing may include but is. not limited to posting on HHFDC website, marketmg through an agent, broker or coaoultant and mailings to mterested buyers. 
	^-. —The Corporation will not bind the Owner to submit a request and will not start the one year period ("1YP") defined in §'12(h)(6)(I) until the Coirporation receives a complete QC Application. 
	7- ——— Owners may choose to cancel the QC Application at any' time during this process. However, the owBer~wiU^nlv4»&abIe4o^e^uest^^C^a<^duriB^the^ntir<^dditioaal-use-p«ri<>Aof^ ^thdFa^Hs4hehapplk^tiea-^B-€oun^s4he-oalv4in»e-aiM»WBeF-caa-r«quest a OC" Application: 
	36342025 Qualified Allocation Plan Hawaii Housing Finance and Development Corporation Page 36 
	EXHIBIT B 
	^—Under IRC §12(h)(6)(E)(i)(H), Ae Corporation's only obligation is to "present" to the Owner a bona fide contract signed by a. proGpective buyer to acquire the Owner's project for the QC price (the "Contracf). 'Wben the Corporation presento the Contract to the Owner, regardless of when or if the Contract is fulfilled, the possibility oftemunatmg the additional use period is removed and the project remains bound to the additional use restrictions, and shall not temunate, the additional use agreement. 
	9-. —— The buyer shall submit a form of Qualified Contract to the Owner that clearly states the mteat to purchase the property for the Qualified Contract price. A copy of the Qualified Contract shall be fonvardedto HHFDC by the buyer or Ae Owner. The Omier and the buyer are free to negotiate different 
	transaction tenns
	-

	10. fakeepmg-widithe^puq)oseof~]RC^42rtheJSorporatio&wtttresolv&aHycase-of doubt or interpretation in determining the QC price, both with regard to the overall process and particular projects, in favor of the lower QC price. 
	38342025 Qualified Allocation Plan Hawaii Housing Finance and Development Corporation Page 37 
	EXHIBIT B 
	Appendix 1 Market Study 
	la accordEmce with Section ••12 (m)(ui) of the Internal Revenue Code, HHFDC requires a comprehensive MarJcet Study oflhe housing needs oflow-income individuals ia fhe area to be sen-ed by the project by a disinterested part5''-siyst-^e-sybiaitted-a5-part-&f;du5-appkeati^i. The Market Study shaU-wil|_be completed at the Owner's expense and must be dated withm SK montlis of the applicadon deadline. 
	The Market Study sbaU-must address the following information: 
	•
	•
	•
	 A statement of the competence of the market analyst. 

	•
	•
	 A description of the proposed site. 

	•
	•
	 Demographic analysis offhe number of households in the market area which are iucome eligible and can afford to pay the rent. Estimate of capture rates for the market areas. 

	•
	•
	 Geographic definition and analysis of the market area. 

	•
	•
	 Identification of the project mduding location, unit counts, income levels and target population. The Market Study must be consistent with the proposed project. 

	•
	•
	 Analysis of household sizes and types m the market. 

	•
	•
	 A description of comparable developments in the market area. 

	•
	•
	 Analysis of practically available rents, vacancy rates, operating expenses and turnover rates of comparable properties in the market area. 

	•
	•
	 Analysis of practically available rents, vacancy rates and turnover rates of market rate properties in the market area. 

	•
	•
	 Expected market absorption of the proposed rental housing, including a description of the effect of the market area. 

	•
	•
	 Identification and commentary of proposed projects in the market areas. 

	•
	•
	 Analysis ofmaricet demand for tenants with special housing needs when applicable. 


	Projects that are requesting credits from eligible basis generated from a Community Service Facility as defined in Section 42 (d) (4) (C) (iii) must provide a market study that addresses the following: 
	•
	•
	•
	 A description of services provided that improve the quality of Ufe for community residents:. 

	•
	•
	 The market area and demand for services provided: 

	•
	•
	 The applicability of service provided to the community; 

	•
	•
	 The affordability offhe sen-ices provided to persons of 60% AMGI or less. 
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