IOWA FINANCE

lowa Finance Authority
Low-Income Housing Tax Credit Program
2012 Qualified Allocation Plan

SECTION 1. INTRODUCTION

Thank you for your interest in the Low-Income Housing Tax Credit (LIHTC) Program. The lowa Finance
Authority (IFA) administers this program in lowa, as specified in lowa Code Section 16.52. In
accordance with Section 42 of the Internal Revenue Code (the Code), IFA has developed this Qualified
Allocation Plan (QAP) to establish the criteria and process for the allocation of the housing Tax Credit to
qualified rental housing developments in lowa. IFA will implement the QAP following approval of the
QAP by the IFA Board of Directors, and final approval by the Governor. This QAP shall govern the
allocation year 2012 and additional Tax Credits authorized by the Heartland Disaster Tax Relief Act of
2008.

The QAP consists of three parts and two appendices:

Part A establishes the requirements for nine percent (9%) Tax Credits.

Part B establishes the requirements for four percent (4%) Tax Credits with tax-exempt bonds.

Part C establishes the terms and conditions that apply to all Tax Credit funded Projects.

Appendix 1 establishes the threshold requirements for building, construction, site, and
rehabilitation that apply to all Tax Credit funded Projects.

e Appendix 2 establishes a glossary of terms.

To the extent possible, the following schedule applies to the Tax Credit Reservation Application process
for nine percent (9%) Tax Credits:

Step 1 | Rules and QAP become final Upon adoption and filing of the rules

Step 2 | Application and accompanying exhibits On or about December 7, 2011
available based on 2012 QAP

Step 3 | Mandatory Developer Application On or about December 13 — 15, 2011
training session

Step 4 | Nonprofit set-aside exhibits due at IFA On or about January 10, 2012
(if applicable)

Step 5 | Application due at IFA February 3, 2012 at 4:30 PM

Step 6 | IFA Tax Credit Reservation May 2012 IFA Board of Directors meeting
recommendations presented to Board

Step 7 | Issuance of 2012 Carryover Agreements On or about July 31, 2012




Step 8 | 10% Test Submission due: Taxpayer 10 months following date of Carryover
incurs 10% of the taxpayer’s reasonably Reservation
expected basis

Step 9 | Form 8609 Application package due to 3 months prior to the deadline established by
IFA Internal Revenue Service




PART A - REQUIREMENTS FOR 9% TAX CREDITS

SECTION 2. TAX CREDIT RESERVATION AND ALLOCATION PROCESS

2.1

Amount of Tax Credit to be Allocated. The amount of annual Tax Credit (“Per Capita Tax

Credit”) authority is based on a per-capita amount derived from population estimates released by the
Internal Revenue Service (IRS). In allocation year 2011, IFA’s Per Capita Tax Credit authority was
$6,549,663. 2012 Per-Capita Tax Credit is yet to be determined. In addition to Per Capita Tax Credit,
IFA may have returned Tax Credit from previous Tax Credit years to allocate. IFA may also elect not to
allocate a de minimis amount of Tax Credits.

2.2

Set-Asides. There will be one pool of Tax Credit with five set-asides in 2012. These set-
asides are Nonprofit, Community Housing Development Organization (CHDO), Preservation,
Rural, and Rural Development Preservation Demonstration. With the exceptions of the Rural
Development Preservation Demonstration set-aside, after filling the Nonprofit, CHDO,
Preservation, and Rural set-asides, the remaining Tax Credits will be awarded in the General
Pool. All set-asides are available at the opening of the Application period. An Applicant may
apply for the Nonprofit, Preservation, CHDO, and Rural set-asides, and if those set-asides are
filled and the Project remains unfunded, the Project may compete in the General Pool. For
2012, the set-aside percentages are:

2.2.1  Nonprofit Set-Aside. Ten percent (10%) of the State housing Per Capita Tax Credit
is set aside for Qualified Nonprofit Organizations. This Tax Credit amount cannot be used for
any other purpose. IFA reserves the right to conduct due diligence to determine whether an
Entity is a Qualified Nonprofit Organization.

The Applicant is required to demonstrate the involvement of a Qualified Nonprofit
Organization. To qualify, the Nonprofit must meet the following requirements:

1. The Nonprofit must have a 501(c)(3) or 501(c)(4) designation from the IRS and
be qualified to do business in lowa.

2. The Nonprofit cannot be formed by one or more individuals or for-profit entities
for the principal purpose of being included in the Nonprofit Set-Aside. Nor can the
Nonprofit be controlled by a for-profit organization. IFA may make a determination
as to whether a Nonprofit is controlled by a for-profit.

3. The Nonprofit and/or parent Nonprofit organization must have as one of its
exempt purposes the fostering of low-income housing and must have been so
engaged for the two years prior to the Application submission date. The Application
must demonstrate that the Nonprofits’ programs include a low-income housing
component. The Application must explain how the Nonprofit will accomplish its
charitable purposes, as an organization that provides low-income housing, consistent
with the safe harbor or the facts and circumstances test set forth in Rev. Proc. 96-32,
1996-1 C.B. 717.

4. The Nonprofit must be an Owner Representative, either directly as a General
Partner or through a wholly owned subsidiary as defined in IRC Section
42(h)(5)(d)(i1) and (iii).  If the Nonprofit is one of two or more Owner
Representatives, each of the Owner Representatives must be a Nonprofit
organization; only one of the Nonprofit Owner Representatives must have as one of



its exempt purposes the fostering of low-income housing, and have been doing so for
the two years prior to the Application submission date.

5. The Nonprofit must demonstrate its capacity and intention to materially
participate (regular, continuous and substantial on-site involvement) in the operation
of the Project throughout the Compliance Period.

6. The Nonprofit shall receive no less than fifty percent (50%) of the combined total
of the Developer and Consultant Fee.

2.2.2 Community Housing Development Organization (CHDO) Set-Aside. Five
percent (5%) of the State housing Per Capita Tax Credit is set aside for qualified CHDOs. IFA
reserves the right to conduct due diligence to determine whether an entity is a qualified CHDO
in the state of lowa.

2.2.3  Preservation Set-Aside. Ten percent (10%) of the State Housing Per Capita Tax
Credit is set aside for preservation of existing affordable properties where more than 50
percent (50%) of the units are currently income-restricted and rent-restricted to households at
or below 60 percent (60%) area median income by Land Use Restrictive Agreement,
Regulatory Agreement, or Section 8 project-based contract; or the entire Project is currently in
the Section 515 Rural Rental Housing Program.

2.24  Rural Set Aside. Ten percent (10%) of the State housing Per Capita Tax Credit is
set aside for projects located in a non-MSA city or county.

2.25  Noncompetitive Set-Asides

2.2.5.1 Rural Development Preservation Demonstration Set-Aside. This set-
aside is for USDA-Rural Development Section 515 Rural Rental Housing Program
properties that are at risk of losing affordability restrictions. No additional 2012 Per
Capita Tax Credit is set aside; however, any credits that have not been awarded from
the Rural Development Preservation Demonstration Set-Aside from the 2009 Second
Amended Qualified Allocation Plan, the 2010 First Amended Qualified Allocation
Plan, or the 2011 Qualified Allocation Plan not to exceed ten percent (10%) of the
2009, 2010, and 2011 State housing Per Capita Tax Credits, shall be carried forward
for the purpose of preserving USDA-Rural Development Section 515 properties
during the current allocation round.

In order to be eligible for consideration of a reservation of LIHTC, IFA staff, USDA-
RD staff, and the Applicant must work together to address issues, concerns, and/or
additional requirements of the Rural Development Preservation Demonstration
Program. Projects will be selected to participate in the Demonstration Program
through a Request for Proposal process, and when a Project is selected, the Project
team will meet with IFA and USDA Rural Development State office staff to prepare
a final Application for the Demonstration Program. The timeline for allocation will
be established in the Request for Proposal process, and will be dependent primarily
on whether the Project is ready to proceed with a funding request. Those accepted
into the Demonstration Program will not be guaranteed a reservation of IFA
resources. The Project must meet all QAP threshold items specific to the funding
requested, as well as those additional requirements of the Demonstration Program
(which additional requirements will be determined by IFA in its sole discretion based
on an individualized in-depth analysis of each Project). The Project may be eligible



for a 30% basis boost. Once a Project is ready to proceed in all aspects, the Project is
eligible to be considered by IFA for an allocation of resources.

This set-aside is not governed by the timetable established in Section 1, Introduction,
nor are the Credits available under this section available for Applicants submitting an
Application on February 3, 2012. This set-aside does not transfer into the General
Pool.

2.2.5.2 Reserved Set -Aside Discontinued. The Reserved Set-Aside provided for
in previous QAPs is discontinued. All tax credits remaining in the 2011
Reserved Set-Aside shall transfer to the General Pool.

2.3 Tax Credit Cap for Single Developer/Project. IFA will not allocate more than $1,200,000
in Tax Credits to Projects being developed by a single Developer. A Developer may submit as many
Projects as the Developer chooses. IFA will select which Projects are awarded Tax Credits based on the
QAP. Co-developers will be allocated Tax Credits based upon the percentage of interest in the Project.
For example, if a co-developer retains a fifty percent (50%) interest in the various Developer benefits
realized from a Project, fifty percent (50%) of the Tax Credits will be counted against the Developer’s
cap. The maximum Tax Credits that will be awarded to any one Project is $800,000.

Parties that have an Identity of Interest may be treated as a single Applicant for purposes of the cap if IFA
concludes, based on the relevant facts and circumstances, that the submission of an application by one of
more of the applicants is intended, in whole or in part, as a means of circumventing the annual Developer
Tax Credit Cap. Consideration will be given to the familial, financial, business or any other significant
relationship in the review of the Identity of Interest as it relates to the Developer cap limit.

The Tax Credit Cap for a single Developer will not limit a Developer’s ability to participate in the Rural
Development Preservation Demonstration Program.



SECTION 3. APPLICATION PROCESS

IFA  will prepare and make an online Application available on its website at
www.lowaFinanceAuthority.gov. The Application will include a prescribed Application form and
exhibits.  All initial and subsequent competitive and noncompetitive LIHTC Applications must be
submitted using IFA’s prescribed forms and method of Application. The completed Application must
contain electronic signature(s) and the initial Application must be accompanied by an electronic payment
for the appropriate nonrefundable Application fee(s) specified in Section 3.4.7. In the event it becomes
necessary to amend the Application Package, IFA will post the amended version of the Application
Package on its website at the above address. Applicants are advised to check IFA’s website periodically
for any amendments or modifications to the Application Package

3.1 Joint Review. IFA reserves the right to conduct joint reviews with other funding sources
including any other party, loan or grant program. IFA may contact other sources to obtain information
regarding the materials contained in the Application to either verify the information or to obtain
independent information regarding a Project. In the event IFA obtains information from other sources, the
information shall be reduced to writing. The information will be available for review after the
Applications have been evaluated and Tax Credits have been reserved. In the event that additional
Federal sources become available, IFA may choose to allow a simultaneous review of both LIHTC and
the Federal source.

3.2 Contact with IFA Before the Application is Received. If an Applicant has a question
regarding an interpretation or clarification of the QAP, IFA policies, procedures or rules related to the
LIHTC Program, the question must be submitted in writing to the attention of the Tax Credit Manager, via
the IFA 2012 Q&A email box established on the IFA website. The response will be placed on the website
at www.lowaFinanceAuthority.gov. IFA shall not be bound by any oral or written representation made in
connection with the Application or award of Tax Credit Reservations other than those provided on the
website.

3.21  New Developer in lowa. If the Applicant has not previously submitted an
Application to IFA in previous LIHTC rounds, the Applicant shall meet with the Tax Credit
Manager to review the QAP and the Application process.

3.2.2  New Tax Credit Developer. A first time Tax Credit recipient must complete at least
one LIHTC Project in which all LIHTC Units have been leased at least once, in lowa or any
other state, before being allowed to submit a subsequent Application.

3.3 Contact with IFA After the Application is Received. Once the Application is received by
IFA, in order to expedite the analysis of applications, IFA will notify the Applicant of any required
information for supplemental or clarifying data and specify the date and time by which a response from
the Applicant is expected. For initial Application submission, no changes shall be allowed that maintain or
improve the score received by an Applicant. Except when contacted by IFA to clarify a threshold item
within the Application, an Applicant shall not contact any IFA staff or Board members, nor shall anyone
contact staff or Board on the Applicant’s behalf, in order to unduly influence IFA’s determination related
to the award of Tax Credits. If it has been determined by IFA that a staff member or Board member has
been contacted by the Applicant or a party on behalf of the Applicant, then the Application will be
withdrawn by IFA from consideration for LIHTC. Following the receipt of an Application, information
identifying the Applicant will be placed on the IFA website. During the evaluation period, Applications
will not be made available to the public for examination and copying. After the Board approves the
selections and awards Tax Credits, Applications and files are public information and available for
inspection and copy in accordance with lowa Code Chapter 22. IFA shall not be precluded from
requesting any and all such information needed to properly evaluate the Application.



3.4 Application Process for Market Analysis, Threshold, and Scoring. The complete
Application consists of market study and analysis, threshold review and scoring determination. Any
revisions to the schedule proposed in Section 1, Introduction, will be published on IFA’s website at
www.lowaFinanceAuthority.gov. IFA will accept Applications on or before the Application deadline
that meet the allocation criteria, so long as adequate Tax Credits are available.

3.4.1  Market Study and Analysis. IFA will commission a market study for all proposed
Projects. An Applicant shall select only one of three possible tenant populations: Family,
Older Persons 55 and older (80% of the tenants must be 55 or older, no tenants under age 18),
or Older Persons 62 and older (all tenants must be 62 years of age or older).

3.4.1.1 Applicants are encouraged to submit any market information they believe
may be helpful in determining market feasibility of their Project, including an
independent market study, information from proposed service providers, information
from syndicators or any other third party, or other market information the market
study analyst should evaluate. All market information provided by the Applicant will
be provided to IFA’s commissioned market analyst. By submitting this information,
Applicants are afforded the opportunity to provide input that may be important in the
determination of market feasibility. However, IFA will not be bound by the opinion
or conclusions reached in the Applicant’s independent market study or other market
information provided.

3.4.1.2 Market feasibility for a proposed Project as measured by the IFA
commissioned market analyst will be based on, but not limited to, the following
factors: market capture rate, market penetration rate, absorption rate, market support
of Unit mix, stabilized occupancy rate, vacancy rate of comparables, rent
comparisons to comparables, the overall housing market, and impact on the market
and financial health of comparables in market area. If the market study or IFA’s
analyses of the market study (which may contain independent information obtained
by IFA) do not demonstrate, at the sole discretion of IFA, that the market area will
sustain the proposed Project or that additional units within a market will have a
detrimental effect on existing affordable units, the Project will be rejected at
threshold.

3.4.1.3 Following the review of the Market Study and Analysis, IFA may specify
elements of the Application that must be changed within 14 calendar days following
the initial written deficiency request (or such shorter time as IFA may reasonably
require) in order for the Project to be considered feasible within the proposed market
area. If the Applicant does not make the requested change(s), then the Project may
fail to meet threshold by reason of market feasibility. No other Application changes
other than those specified by IFA shall be allowed.

3.4.1.4 In the case of a scattered site Project, the market study will evaluate each
location. If more than one site is located outside of the primary market area for the
first site, an additional fee established in Section 3.4.7 must be paid for each primary
market location.

3.4.2  Application for Threshold (“Application”). This Application will be used by IFA to
determine if the Project has met the threshold requirements for award of Tax Credits. The



Applicant must submit the 2012 Low-Income Housing Tax Credit Application, and all
required exhibits by the due date published on the website, www.lowaFinanceAuthority.gov.

IFA intends to implement and require Applicants to submit the Application and exhibits
through an on-line Application system; notification will be placed on the website,
www.lowaFinanceAuthority.gov, specifying the submission requirements.

3.4.2.1 No amendments to the Application will be accepted after the Application
due date, except as provided by the QAP. If the amendment is submitted and causes
the IFA staff to re-underwrite the Application resulting in a change to the Tax Credit
requested, a change in Application fee will be collected, as specified in Section 3.4.7.

343 HOME Funds. If an Applicant is applying for State HOME funds, the Applicant
must complete the HOME sections and attach the appropriate information as more fully
described in the HOME Application and instructions. IFA may appoint a Joint Review Team
to review Applications applying for HOME funds and Tax Credits. No additional points will
be awarded to an Applicant that seeks HOME funding. IFA has the sole and final authority
with respect to any reservation of Tax Credits or HOME funds. IFA will work jointly with
IFA- approved participating Cities that have an allocation of City HOME funds to coordinate
the application and allocation process. IFA will accept applications for City HOME funds as
part of the 2012 LIHTC Application. IFA will submit the applications to the participating City
and a joint review process will be conducted.

3.4.4  Nonprofit Participation. If a nonprofit organization is materially participating in
the Project then the Applicant must provide information necessary for the Authority to
determine if the Project is in compliance with IRC Section 42(h). If a nonprofit organization is
found by the Authority to be materially participating, this designation will be recorded in the
Carryover Agreement and the LURA.

3.45  Site Visits. IFA will make site visits as it deems necessary to review proposed
Project sites and verify any of the information provided by the Applicant in the Application.
IFA shall prepare a document describing the site and make it available to the Board for review
in the consideration of awarding Tax Credits to Projects. Applicants may or may not be
notified of a site visit. If deemed necessary by IFA, Applicants shall provide building access
for inspection by Evaluators to, among other things, confirm basic structural soundness.

3.4.6  Authorization Forms. The Application must include an executed IRS Form 8821,
Tax Information Authorization Form, for each Developer for sharing of information between
IFA and the IRS. The Form 8821 must be provided to IFA for the Ownership Entity, at the
time of Carryover Application, at the time the Project is placed in service, and annually during
the Compliance Period. Members of the Qualified Development Team, as determined by IFA,
must execute an Authorization to Release Information as part of the on-line application.

3.4.7  Fees. IFA shall collect the fees described below for the LIHTC Program. Electronic
payment of the fees must be made payable to the lowa Finance Authority. An Application shall
not be accepted unless the Application fee accompanies the Application. The reservation fee
will be due within 30 calendar days after the date of the Tax Credit Reservation letter. If the
date that the reservation fee is due falls on a weekend or holiday, the fee is due on the next
business day. The Carryover Allocation Agreement shall not be valid until the reservation fee
is paid to the IFA. If the reservation fee is not received, IFA may withdraw the reservation of
Tax Credits from the Applicant. IFA will not issue a Form 8609 until the compliance



monitoring fee is paid in full.

circumstances:

All fees are nonrefundable, except for the following

1. If there are residual funds after market study provisions are paid, the funds will be
reimbursed on a pro-rata basis.

2. If the Applicant withdraws the Application within three business days of receipt
by IFA, the Application fee will be reimbursed.

Fee Type All Applicants
Market Study Fee $6,000 — Resident Population with Special Needs Project
(due with $5,000- Family/Older Persons Project
Application)

$6,000- Scattered Site Project for Resident Population with Special
Needs Project for first location, and an additional $3,000 for each
subsequent location not in primary market area of first location

$5,000 — Scattered Site Project for Family/Older Persons Project for
first location, and an additional $3,000 for each subsequent location
not in primary market area of first location

Application Fee

35 Units or fewer: $1,600
36 to 60 Units: $2,100

61 to 100 Units: $2,600
Over 100 Units: $5,200

Market Study
Change(s) Fee

Applicant negotiates with the market study analyst and the fee is
paid directly to the market study analyst

Change in
Application Fee

$800 each time the Applicant submits a revised Application that
changes the Tax Credit amount requested, or requests amendments
or changes to the Application under section 8.2, 8.3, or 8.8.

Reservation Fee

1% of the total 10-year Tax Credit amount

8609 Application Fee

One tenth of one percent (.1%) of the total 10-year Tax Credit
amount based on the 8609 Application will be due at the time the
8609 Application is submitted to IFA.

Compliance
Monitoring Fee

$25 per Unit x number of total Project Units; submitted annually on
or before January 31 for each year of the Compliance Period and the
Extended Use Period (if applicable)

(Example: $25 per Unit x 24-Unit Project = $600.00 paid annually for 30 years.)

Additional fees may apply if the Ownership Entity does not
successfully elect to treat a Project as a multiple building Project on
the Form 8609, if eligible to do so.

Annual rate increases may apply.

First annual payment must be submitted with the Form 8609
Application. The Ownership Entity has the option of paying the
Compliance Monitoring Fee in advance for the entire Compliance




Period and the Extended Use Period (if applicable); however,
additional fees may be assessed to the Property during the
Compliance and Extended Use Period if annual rate increases are
applied during that time.

Other fees as provided in the Compliance Manual

Filing of Land Use
Restrictive
Agreement (LURA)

Applicant will be billed for actual cost for electronic or paper filing
(if electronic filing is not available in a particular county) of the
LURA with the county that the Property(ies) is/are located.

Late Submission of
the Carryover 10%
Test Application, or
Late Submission of
the 8609 Application

If a late submission of the Carryover 10% Test or the 8609
Application is allowed by IFA, the Applicant will be billed for an
additional amount equal to the Application Fee as listed above.

Legal Fees

Legal fees incurred by IFA with respect to the Project will be
assessed and billed to the Applicant, including but not limited to the
following:

e Fees for research relating to irregular situations

e Ownership agreements

¢ Rental rate questions

e Unusual timing situations

e Specific technical questions relating to IRC Section 42

Legal fees of IFA’s in-house counsel will be billed at the rate of
$150 per hour. Legal fees of outside counsel will be billed at the
rate charged to IFA. If IFA anticipates that legal work on a matter
will exceed five hours, IFA will notify the Applicant prior to
commencement of the legal work.

3.4.8 Prioritization of Review and Award of Credits. IFA will use the following priority
list to review and award credits:

1. Nonprofit set-aside Applicants for all counties.

2. Community Housing Development Organization Applicants for all counties.

3. Preservation set-aside Applicants for all counties.

4. Rural project Applicants in non-MSA cities or counties.

5. General Pool Applicants for all counties.

Applications will be scored and ranked within each of these categories. If there are insufficient
credits to be awarded to all Applicants within a set-aside, the Applicant will be considered in
additional set-asides that were applied for in the Initial Application, and the General Pool. If a
balance remains in one of the set-asides, other than the General Pool, IFA may exceed the set-
aside amount in order to award the next qualifying project within the specific pool. The excess
funds needed to complete the set-aside award will be drawn from the General Pool.



SECTION 4. UNDERWRITING

The Application will require the Applicant to demonstrate that the Project is financially feasible and
viable using the least amount of Tax Credits. Underwriting will be completed by IFA during the review
of the Application. IFA may adjust the amount of Tax Credit based upon the underwriting. Underwriting
shall be completed for a Project prior to the time a reservation is awarded, at submission of the Carryover
10% test, and before a Form 8609 is issued. The pro forma cash flow is part of the Application. If a gap
in financing is discovered after underwriting the Project, the gap may be filled from the Developer’s fee if
the fee is sufficient not to exceed fifty percent (50%) of the fee. No other fee will be used to fill a gap in
financing. IFA may require the Applicant to provide annual financial statements for the Project
Developer and the Ownership Entity.

The Application will require the Applicant to supply sufficient information to allow IFA to determine
whether the Project is financially feasible during the construction phase and the operational phase of the
Project. The Application will require the Applicant to provide information regarding loans, grants, equity
contributions, the anticipated value received from syndicators, equity partners or private funding sources
for the Tax Credits, Property tax abatements, tax increment financing, enterprise zone benefits and any
other type of financing or contributions that are relevant to the economic feasibility of the Project and are
available to the Project. State tax credits may be used provided that the Applicant can demonstrate that
the credits will be available to the Project prior to the due date of the Carryover 10% Test submission
date.

The following minimum financial underwriting requirements apply to all Projects. Projects that cannot
meet the minimum requirements, as determined by IFA, will not receive Tax Credits.

4.1 Underwriting Standards.

4.1.1  Projects will be underwritten with income escalating at a minimum of two percent
(2%) and operating expenses escalating at a minimum of three percent (3%), with a minimum
spread of one percent (1%) required between the income and expense escalators.

4.1.2  Projects will be underwritten assuming no less than a seven percent (7%) vacancy
rate and no more than a nine percent (9%) vacancy rate. For a Project qualified under Section
2.2.3, IFA will allow a five percent (5%) vacancy rate if the Property has maintained a ninety-
five percent (95%) or higher annual occupancy rate for the previous three (3) years, and is
currently occupied at a minimum of ninety-five percent (95%).

4.1.3  All Projects must reflect a Debt Service Coverage Ratio (DSCR) between 1.20 and
1.50 for the first 15 years. If the Debt Service Coverage Ratio falls outside of this range, the
Applicant must provide a narrative to justify the deviation. If the justification is not acceptable
to IFA, the Project may be rejected. A Project may exceed a 1.50 DSCR if the majority of the
units of the Project will provide rents targeting extremely low income tenants that meet the
Federal definition of Homeless. Also at IFA’s discretion, small projects as defined in Section
4.1.4, and special needs housing may exceed the 1.50 DSCR.

4.1.4 Projects with less than 20 Units must also demonstrate $150 per Unit per year of net
cash flow for the first 15 years. This does not apply to Projects with rental assistance
through RD.



4.2

4.3

Operating Expenses.

421 Housing for Older Persons: Minimum of $2,750 per Unit per year not including
taxes, reserves and resident support services.

422  Housing for Families: Minimum of $3,250 per Unit per year not including taxes,
reserves, and resident support services.

Reserves.

4.3.1  Operating Reserve. The operating reserve will be the greater of 1) $1,500 per Unit
or 2) six (6) month’s debt service and operating expenses. The operating reserve must be in
place for the first 10 years and be used solely to cover operating deficits. The Applicant must
include a narrative explaining how the operating reserve will be established.

4.3.1.1 The Applicant may use the terms and conditions of the operating reserve
required by lenders or other funders financing the Project provided the reserve is
equal to or greater than the reserve required by this Section.

4.3.1.2 The operating reserve can be funded by deferring the Developer’s fees of
the Project.

4.3.1.3 The Ownership Entity may fund the operating reserve using an irrevocable
letter of credit. The letter of credit will be released after the end of the 10-year period
described in Section 4.3.1. If a letter of credit is used, the proceeds should not be
included in the Project costs. The fees associated with obtaining the letter of credit
may be included in Project costs.

4.3.1.4 The requirement for the operating reserve is a compliance issue and may be
satisfied using the terms and conditions of the operating reserve required by lenders
or other funders financing the Project provided the reserve is equal to or greater than
the reserve required by this Section. Applicants are required to submit to IFA a
verification that the terms and conditions of the operating reserve required by lenders
or other funders financing the Project has or will be satisfied at the time a building is
placed in service. If the operating reserve will be established with the final equity
payment, a letter from the syndicator or investor will be required.

4.3.2  Replacement Reserve. All Family Projects must budget replacement reserves of
$400 per Unit per year. All Older Persons Projects must budget replacement reserves of $300
per Unit per year.

4.3.2.1 The Application will include a narrative explaining how the replacement
reserve will be escrowed and used only for the replacement of capital components of
the Project. The replacement reserve must be shown on the pro forma.

4.3.2.2 The requirement for the replacement reserve is a compliance issue and may
be satisfied using the terms and conditions of the replacement reserve required by
lenders or other funders financing the Project provided the reserve is equal to or
greater than the reserve required by this Section. Applicants are required to submit to
IFA a verification that the terms and conditions of the replacement reserve required



4.4

4.5

4.6

by lenders or other funders financing the Project has or will be satisfied at the time a
building is placed in service.

Deferred Developer Fees.
4.4.1  Developer fees can be deferred to cover a gap in funding sources as long as:

1. The entire amount will be paid within 15 years and meets the standards required
by the IRS to stay in basis;

2. The deferred portion does not exceed fifty percent (50%) of the total amount as of
the full Application; and

3. Payment projections do not negatively impact the operation of the Project.

If the deferred Developer fee cannot be paid within 15 years, IFA will consider the unpaid
amount to be a Developer contribution to the Project. Each of these will be determined by
IFA. Nonprofit organizations must include a resolution from the Board of Directors allowing
such a deferred payment obligation to the Project. The deferred Developer fee must be paid
from the net cash flow and not be calculated into the minimum Debt Service Coverage Ratio.

Financing Commitment.

45.1  For all Projects proposing private construction and permanent financing, a letter of
intent from the lending institution on their letterhead is required. This letter must clearly state
the term of the permanent loan, how the interest rate will be indexed and the current rate at the
time of the letter, the amortization period, fees, any prepayment penalties, anticipated security
interest in the Property and lien position. The letter of intent must extend at least 6 months
beyond the Application due at IFA date.

45.2  For all other sources, except state HOME funds and IFA-approved participating
Cities with allocated HOME funds, a commitment for funding must be made in advance. This
includes any other grants, loans, tax credits, etc. Documentation that specifies the value of the
commitment, the purpose the funds can be used for, and time limitations related to the
commitment must be provided from the Entity making the commitment.

45.3  Unless a request is being submitted for a loan from IFA, Applications may only
include one set of proposed funding sources. IFA will not consider multiple funding scenarios.
A Project will be ineligible for allocation if any of the listed funding sources will not be
available in an amount and under the terms described in the Application. IFA may waive this
limitation if the Project otherwise demonstrates financial feasibility. If a loan is being
requested from IFA for a revolving loan program, the Applicant may submit the designated
financial documents listing the IFA construction and/or permanent loan(s) listed as a source,
and may submit the designated financial documents with an alternative source for the
construction and/or permanent loan(s).

Developer and Builder Fees.

4.6.1  Developer fees (including overhead and profit and Consultant fees) shall not exceed
the percentages described below. For new construction, the Developer’s fee is calculated as a
percentage of Total Project Costs minus land, Developer’s fee, Developer’s overhead and
profit, Consultant Fees and Project reserves. For Acquisition/Rehabilitation or Rehabilitation



4.7

Projects, the Developer’s fee is listed in the schedule below. The fees will be limited as
follows:

Project Type Fee Limit

Developer fee for New Construction Projects:

First 36 units within the project Not to exceed 14%

Remaining units within the project above 36 | Not to exceed 12%

Developer fee for Acquisition/Rehabilitation or Rehabilitation Projects:

Rehabilitation Portion of Acg/Rehab  or | Not to exceed 16% of the Total
Rehab Projects, including Adaptive Reuse, | Project Costs minus land,
Historic, and Preservation Projects building  purchase  (existing
structures),  Developer’ fee,
Developer’s overhead and profit,
Consultant Fees, and Project
reserves.

Acquisition Portion of Acg/Rehab Projects, | Not to exceed 8% of the
including Adaptive Reuse, Historic, and | purchase cost of the buildings

Preservation Projects (existing structures).

4.6.2  Builder and general contractor fees will be limited to a total of twelve percent (12%)
of the Hard Construction Costs.

4.6.3 In the event the Developer fee, Consultant fee or builder fee limits are in excess of
the limits imposed, IFA will make the appropriate adjustments during the underwriting phase
of the evaluation of the Applications.

4.6.4. When the General Partner of the Ownership Entity is a nonprofit organization, the
Nonprofit shall receive no less than fifty percent (50%) of the combined total of the Developer
and Consultant fee.

4.6.5 IFA reserves the right to limit professional fees in Section IV of the Cost and Credit
Calculation of the on-line application if deemed excessive.

Other Fees and Considerations.

4.7.1 Investor Services Fees. Investor services fees are an allowable expense and shall be
calculated into the minimum Debt Service Coverage Ratio.

4.7.2  Construction Contingency Funding. All new construction Projects shall have a
hard cost Construction Contingency line item of no more than five percent (5%) of total Hard
Construction Costs, including Builder Profit and Builder Overhead, less Construction
Contingency. For Acquisition/Rehabilitation or  Preservation Projects, the hard costs
Construction Contingency limits will be no less than seven percent (7%) and no more than
twelve percent (12%); for Adaptive Reuse and Historic Preservation Projects the hard cost
Construction Contingency limits will be no less than eleven percent (11%) and no more than
fourteen percent (14%) of the total Hard Construction Costs, including Builder Profit and
Builder Overhead, less Construction Contingency.

4.7.3  Project Ownership. There must be a common ownership between all Units and
buildings within a single Project for the duration of the Extended Use Period.



4.8 Subsidy Layering Review. HUD is required to undertake subsidy layering reviews of each
Project receiving HUD housing assistance to ensure that the Applicant does not receive excessive
government subsidies by combining HUD housing assistance with other forms of federal, State or local
assistance. For Projects that combine HUD housing assistance with Tax Credits, HUD has delegated the
subsidy layering review to IFA. HUD and IFA have entered into a Memorandum of Understanding
(“MOU”) governing the procedures that IFA must follow when undertaking the subsidy layering review.
Generally, the fee limits for Developer’s fee, overhead, builder’s profit and other fee limits set forth in this
QAP in Sections 4.6 and 4.7 will be applied by IFA in its subsidy layering review. IFA will complete the
subsidy layering review for applicable Projects after the Applicant and HUD submit relevant
documentation for review at Carryover. This information includes the results of HUD’s underwriting
analysis, the Applicant’s proposed development costs, and information concerning any syndication of the
Project. IFA will undertake the subsidy layering review for each Project after completion of HUD’s and
IFA’s underwriting, if applicable. IFA will complete a second subsidy layering review at the time the IRS
Form 8609 is issued for the Project. IFA reserves the right, without amending this QAP, to amend its
subsidy layering procedures as necessary to comply with changes in applicable federal law or regulations,
HUD guidelines or the MOU. HOME and CDBG funding, when combined solely, with Tax Credits do
not trigger the subsidy layering review process.

4.9 Unit Cost Cap. IFA shall not award LIHTC to a Project in which the cost per unit is greater
than the amounts listed below less the costs of off-site land improvements. Enterprise Zone sales tax
rebates and utility company rebates for energy efficiency measures will be included in the calculation of
total project costs.

All projects except those with Federal or State Historic Tax Credits
0 bedrooms 1 bedroom 2 bedrooms | 3 bedrooms | 4 bedrooms
$115,000 $130,000 $155,000 $185,000 $205,000

Unit cost caps are maximum amounts. IFA provides no guarantee that Projects at or below the
Unit cost caps will be deemed financially feasible. At the time of the Carryover 10% Test or
8609 Application, if the Project costs exceed the unit cost caps, the Developer must provide a
narrative explaining the extenuating circumstances and request an exception to the unit cost
cap.

4.9.1  Projects receiving state and/or federal historic rehabilitation Tax Credits will be
allowed to deduct the residential portion of the historic Tax Credit from the Project costs to
allow for stricter rehabilitation standards and the costs of off-site land improvements, however,
IFA shall not award LIHTC to a Project if the overall cost per unit is greater than the unit cost
cap listed below:

Projects with Federal or State historic rehabilitation tax credits (total
project costs less residential portion of federal historic tax credits)

0 bedrooms 1 bedroom 2 bedrooms | 3 bedrooms | 4 bedrooms
$135,000 $150,000 $175,000 $205,000 $225,000




SECTION 5. THRESHOLD REQUIREMENTS - ALL DEVELOPERS\OWNERSHIP ENTITIES

To be considered for a reservation of Tax Credits, a Project must demonstrate that it meets the
requirements described in this Section.

5.1 Complete Application. In order for IFA to review an Application fairly and accurately, it
must be complete. If there is not adequate information provided to review the Application, and upon
request from IFA to the Applicant, adequate information is not submitted, then IFA shall reject the
Application. In the case that additional information is requested by IFA, the notice for information will be
sent via mail, facsimile, email, or through the online Application. The Applicant will have 14 calendar
days to respond to the initial written deficiency notification, as specified in the notice for information.
The Applicant may contact the Tax Credit Manager or other Tax Credit staff during this period to request
clarification. IFA reserves the right to contact the Applicant in other ways to clarify information
contained in the Application.

5.2 Legal Ownership Entity. The Ownership Entity must be formed prior to submission of the
Application. For the purposes of the Application, the Applicant is the Ownership Entity.

5.3 Location Requirements. The proposed Project must be located in an incorporated city.
Applications shall not contain or propose alternate sites. Alternate sites must be presented as separate
Projects with separate Applications.

54 Readiness to Proceed. The Applicant must be ready to proceed with the Project by
documenting site Control, site suitability, adherence to building standards, and a Qualified Development
Team. Refer to Appendix 1, Threshold Requirements for Building, Construction, Site and Rehabilitation
for related requirements. In addition, the following must also be met:

54.1  Appraisals

5.4.1.1 Land/Acquisition with an Identity of Interest. For land and buildings
which are acquired from a party with an Identity of Interest, the Applicant
must provide an appraisal by an MAI certified appraiser who is not a related
party. The appraisal must be no more than 180 days old on the date that the
Application is submitted to IFA. The appraisal may be submitted to IFA 30
days following the Application due date.

5.4.1.2 State HOME funded Projects. For all Projects that are requesting State
HOME funds, the Applicant must provide an appraisal by an MAI certified
appraiser who is not a related party. The HOME program requires the
appraisal in order to determine the market value of the acquired land and/or
buildings. The appraisal must be no more that 180 days old on the date that
the Application is submitted to IFA. The appraisal may be submitted to IFA
30 days following the Application due date.

5.4.2  Qualified Development Team. The Application will require the Applicant to
identify the Qualified Development Team also referred as QDT. The Applicant will be
required to provide a narrative describing the function of each mandatory member of the
Qualified Development Team and explain how the Qualified Development Team possesses the
necessary experience to successfully complete the proposed Project and all other projects
under construction, and that it has developed projects of comparable size and financing
complexity. The qualifications of the QDT will be evaluated again at Carryover and the
reservation of Tax Credits may be revoked, at the sole discretion of IFA, if the QDT is not



qualified to successfully complete the proposed Project. The Management Company/Manager
must have at least one (1) year of experience successfully managing a Section 42 Property.

As part of the Application and at such other times as required by IFA, a financial background
check may be completed for the Project Developer, General Partner/Managing Member,
Consultant, and the Management Company, or the Affiliates of any of the foregoing. If the
background check discloses any financial difficulties, risks or similar matters that IFA believes
might substantially impair or harm the successful development and operation of the Project as
a qualified low-income housing Project, IFA may:

1. Refuse to allow the Qualified Development Team member to participate in the
Tax Credit Program;

2. Reject or disqualify an Application and cancel any Credit reservation and
Carryover allocation; and/or

3. Demand additional assurances that the development, ownership, operation or
management of the Project will not be impaired or harmed (such as performance
bonds, pledging unencumbered assets as security, opinions of financial solvency by
an independent certified public accountant, or such other assurances as determined by
IFA).

5.4.3  Capital Needs Assessment for Rehabilitation, Preservation and Adaptive Reuse
Projects. The Application will require the Applicant to acknowledge the Capital Needs
Assessment requirement and that IFA will require the Capital Needs Assessment prior to the
start of construction. For the requirements related to the Capital Needs Assessment, refer to
Appendix 1, Threshold Requirements for Building, Construction, Site and Rehabilitation.

54.4  Commitment to Notify Public Housing Authority (PHA) of Vacancies. The
Application will require the Applicant to acknowledge the Commitment to Notify Public
Housing Authority (PHA) of vacancies.

5.4.5. Notification of Chief Executive Officer of Local Jurisdiction. The Applicant shall
provide accurate information through the online Application identifying the Chief Executive
Officer of the local jurisdiction where the proposed Project is located. The letter shall include
the name, address, and email address of the Chief Executive Officer of the local jurisdiction.
A summary of the characteristics of the proposed Project, and an area for the Chief Executive
Officer to comment on the Project will be sent by IFA through the online Application.

5.4.6 Ineligible Applicant/Significant Parties. For this Section, the term “Significant
Parties” includes, but is not limited to, the Ownership Entity, the eventual owner of the Tax
Credit Project, the eventual taxpayer of the Tax Credit Project, the Developer, General Partner,
Managing Member, accountant, architect, engineer, financial consultant, any other consultant,
management agent and the general contractor, and other Persons determined by IFA to have a
commonality of Control or of personnel with any Significant Party.

5.4.6.1 The following Significant Parties and the projects with which they are
associated may be ineligible to participate in the LIHTC Program and may not
receive a Tax Credit Reservation, Tax Credit Allocation at Carryover time or a Form
8609:



5.4.6.1.1 Significant Parties who have been materially involved in any
Project that has had unsatisfactory performance in any IFA sponsored or
assisted program, as determined by IFA. This would include parties who
have 90-day delinquent loans to any IFA program. Unsatisfactory
performance may include, but is not limited to, a default of any obligation
owed to IFA in any of its programs or an uncorrected default of any
agreement between the Significant Party and IFA.

5.4.6.1.2 Significant Parties who have served as an officer, director,
General Partner, managing member, accountant, architect, engineer,
management agent, financial consultant, or any other consultant of any
Entity that has unsatisfactory performance in any IFA sponsored or assisted
program, or under any agreement with or loan from IFA, as determined by
IFA. This would include Entities that have one or more 90-day delinquent
loans with IFA. Unsatisfactory performance may include, but is not limited
to, a default of any obligation owed to IFA in any of its programs or an
uncorrected default between the entity and IFA.

5.4.6.1.3 Significant Parties who have been materially involved in a
Project that has received from IFA or from any other state a Form 8823 on
which a box in the column headed “Out of compliance” has been checked
(regardless of whether the non-compliance for which the Form 8823 was
issued has subsequently been corrected) or who have a history of repeated
or significant Tax Credit compliance deficiencies, even if such significant
Tax Credit compliance deficiencies have not resulted in an uncorrected
Form 8823. IFA may consider as mitigating or aggravating factors, the
number of instances of non-compliancy, whether the non-compliance has
been corrected, the speed with which the Project was brought back into
compliance, and the degree of Control of the significant party in question
over the out-of-compliance Project. Applicants are encouraged to work
with the IFA Compliance staff to correct any outstanding issues prior to the
Application deadline. If corrections can not be completed prior to the
Application deadline, the Applicant must submit a detailed account, on the
exhibit provided in the Application, of any noteworthy compliance issues or
uncorrected 8823’s that have been issued with respect to properties
associated with any Significant Parties. IFA issues a report, similar to an
8823, called the “Low Income Housing Tax Credit Notice of Non-
Compliance —Land Use Restrictive Agreement (LURA) Extended Use
Period which addresses issues that are not in compliance with the LURA to
the Owner that also must be corrected.

5.4.6.1.4 Significant Parties who have been:
1. Convicted of;
2. Entered an agreement for immunity from prosecution for;

3. Received a deferred judgment or suspended sentence or
judgment for; or

4. Pled guilty, including a plea of no contest to a crime of
dishonesty, fraud, tax fraud, embezzlement, bribery, payments of



illegal gratuities, perjury, false statements, racketeering,
blackmail, extortion, falsification, destruction of records, or
crimes of violence.

5.4.6.1.5 Significant Parties who have been debarred from any program
administered by IFA, by any other lowa state agency, by an agency of any
other state, or by any federal agency, such as, but not limited to, the Federal
Excluded Parties List System (EPLS).

5.4.6.1.6 Significant Parties who have an Identity of Interest with any
debarred entity.

5.4.6.1.7 Significant Parties who fail to disclose any direct or indirect
financial or other interest a member of the Project Qualified Development
Team may have with another member of the Project Qualified Development
Team or with the Project.

5.4.6.1.8 An Applicant who fails to disclose all known members of the
Project Qualified Development Team.

5.4.6.1.9 Significant Parties who have been removed as a General Partner
or managing member by the equity investor from any previously approved
LIHTC Project in lowa or any other state.

5.4.6.1.10 Significant Parties who have voluntarily agreed to be replaced
as a General Partner or managing member of any previously approved
LIHTC Project in lowa or any other state as a result of performance issues.

54.6.1.11 In the case of a syndicator, equity partner, private placement
originator or limited partner, if during the construction period, the purchaser
of Tax Credit equity withdraws; the limited partner may not be allowed to
participate in an lowa-based LIHTC Project for a period of at least five (5)
years.

5.4.6.1.12 Significant Parties who, within the past ten years, have been
in a bankruptcy, an adverse fair housing settlement, or an adverse civil
rights settlement.

5.4.6.1.13 Developers, Ownership  Entities and the General
Partners/Managing Members thereof, and consultants or any other persons
determined by IFA to have a commonality of control or of personnel with
any thereof, who materially participated in a Project for which Tax Credits
awarded in a prior Tax Credit round were returned to IFA in calendar year
2011 prior to the closing of such project’s equity investment and no
subsequent year tax credits were issued to replace the returned tax credits.
An ownership entity or developer who returns excess tax credits at the time
of the 8609 issuance is not disqualified from participating in the current tax
credit funding round.

54.6.1.14 Developers, Ownership  Entities and the General
Partners/Managing Members thereof, and consultants or any other persons
determined by IFA to have a commonality of control or of personnel with



any thereof, who materially participated in a Project that was awarded Tax
Credits in 2010 or 2011 in which the Project costs exceeded the applicable
unit cost cap at the time of the Carryover 10% Test or 8609 Application.

5.4.6.2 In the event IFA discovers that the Applicant, its Affiliates or other
Significant Parties or any other Person with an Identity of Interest associated with the
Project have misrepresented the certifications made consistent with this Section or
Section 2.3, Tax Credit Cap for a Single Developer; or the Applicant, its Affiliates,
other Significant Parties or any other Person with an Identity of Interest associated
with the Project has failed to make the disclosures required by the QAP and
Application: or the Applicant, its Affiliates, other Significant Parties or any other
Person with an Identity of Interest associated with the Project made any material
misrepresentation on the Application or in any of the documents submitted with the
Application; or that the Form 8609 Part Il elections are not the same as those
represented on the Application, IFA may do one or more of the following: bar the
offending party from applying for Tax Credits for a period of up to five years, revoke
the Tax Credit Reservation awarded or issue a Form 8823 if the Project has been
placed in service.

55 Displacement of Tenants. IFA will accept Applications that have displaced (or will displace)
tenants, although involuntary permanent displacement of existing tenants is strongly discouraged. IFA
reserves the right to reject any Application that fails to minimize permanent displacement of tenants
and/or provide an adequate relocation plan. A formal relocation plan must be submitted with the
Application if the Project scope requires any form of temporary or permanent relocation of existing
tenants. The proposed relocation plan must provide an overview of the need for relocation, a proposed
timeline, an estimated budget, and other information as requested in the Application to document that the
need for temporary or permanent relocation of existing tenants is adequately addressed.

5.6 Confirmation of Eligibility—Rehabilitation or Acquisition. The Application will require
the Applicant to confirm eligibility under IRC Section 42(d)(2)(B)(ii) (the 10-year rule) by listing each
building by address, the date the building was placed in service by the Applicant from whom the building
was or will be acquired, the date the building was or is planned for acquisition by the Applicant, and the
number of years between the date the building was last placed in service and the expected date of
acquisition. If the number of years for any building is less than 10 years, the Applicant must explain any
exception under the Internal Revenue Code which would make the building eligible for Tax Credit under
IRC Section 42(d)(2)(B)(ii).

5.7 Rehabilitation Standards. The Application will require the Applicant to provide information
regarding Rehabilitation Expenditures for each building as specified in Appendix 1, Threshold
Requirements for Building, Construction, Site and Rehabilitation. The Applicant must identify, with
respect to each building as required by the Application, the Rehabilitation Expenditures as defined in IRC
Section 42(e)(2) which shall be allocable to or substantially benefit the Low-Income Units in such
building. The Application must show the calculations for whether the amount of Rehabilitation
Expenditures is at least equal to the greater of twenty percent (20%) of the expected adjusted basis of the
building or a $25,000 Rehabilitation Expenditure limited to Hard Construction Costs per Low-Income
Unit. If neither the twenty percent (20%) or the $25,000 requirement has been met, the Applicant must
indicate that all buildings in the Project qualify for the exception provided for in IRC Section 42(e)(3)(B)
regarding the twenty percent (20%) basis requirement or that all the buildings qualify for the exception
provided for in IRC Section 42(f)(5)(B)(ii)(Il) regarding the $6,000 per Unit requirement or that there are
different circumstances for each building as described by the Applicant.



5.8 Building Standards. Preliminary site plan and floor plans are to be submitted with the
Application to IFA for all of the buildings in the proposed development. The Applicant must demonstrate
that they have or will meet local state and federal standards that apply to the Project, and meet IFA’s
minimum development characteristics. For additional requirements and a list of the minimum
development characteristics, refer to Appendix 1, Threshold Requirements for Building, Construction,
Site and Rehabilitation.

5.9 Scattered Sites. The Applicant must submit a composite Application reflecting the total of all
sites as well as separate site specific exhibits for each site included in the Project. A scattered site is a
Project where multiple buildings with similar Units are not located in proximity to one another, but are
owned by the same party and financed under the same agreement(s), and are located within a 20-mile
radius, as determined by Google Maps (www.Googlmaps.com) using driving directions. A scattered site
Project may be new construction, acquisition, rehabilitation or a combination of these types. Applicants
that qualify under Section 2.2.3.1 may request an exception to the 20-mile radius requirement for scattered
sites. For scattered site Projects, all units must be qualified LIHTC units.

5.10 Affirmative Marketing Plans. Each Applicant must acknowledge the Affirmative
Marketing Plan requirement and that IFA will require the Applicant to submit an Affirmative Marketing
Plan to IFA no less than 60 days prior to Placed in Service date.

511 Adequate Market. The Market Study and Analysis must demonstrate that there is adequate
sustained demand for the proposed Project, and that the construction or rehabilitation of the additional
affordable Units will not have an adverse impact on the existing affordable Units in the market area.

5.12 Project Score. If there are more Applicants for LIHTC than credits available, IFA will use a
Project’s score to rank those Projects that will be awarded credits within the prioritization established in
Section 3.4.8.

5.13 Senior Projects. Senior Projects are not allowed anything greater than 2 bedrooms per unit.



SECTION 6. SCORING CRITERIA

IFA will award threshold points based on information provided in the Application or Exhibits thereto for
the following items, provided adequate evidence supports the award of points for all sites within the
Project. Applicants will tentatively self-score a portion of the criteria in the Application. However, IFA
will make the final determination of the Applicant’s score.

Resident Profile
Category 1.  Serves Lowest Income Residents 0 to 20 points
Projects that provide Units that are set aside and occupied by tenants with incomes at or below forty
percent (40%) AMGI and are rent restricted.

1 point for each full one percent (1%) of the total Project Units (20 points maximum)

This category is not available to an Applicant that elects points in Building Characteristics-Category 3,
“Projects that are Subsidized Project-Based Rental Assistance Projects”.

Category 2.  Mixed Income Incentive 0 to 25 points
Projects that provide market rate Units (not eligible for Tax Credits. On-site staff Units cannot be counted
for points.

1 point for each full one percent (1%) of the Units (20 points maximum)
And Serve 30% AMGI qualified tenants.

1 point for each full one percent (1%) of the Units at 30% AMGI

(5 points maximum)

In order to obtain points in category 2, the Applicant must commit to providing market rate units first and
then the Applicant may be elect to provide 30% units.

Category 3.  Resident Populations with Special Needs 30 points
Projects providing service-enriched housing or Assisted Living in which twenty-five percent (25%) or
more of the total Project Units give preference in tenant selection to any of the following special needs
populations:

Homeless Persons, including homeless individuals, families, youth, and/or veterans

Persons with a physical or mental, and/or developmental Disability

Victims of domestic violence

Frail Older Persons

Persons living with HIV/AIDS

Persons in recovery from chemical dependency

To receive points, services must be actively linked to the Project, not simply provided to the community
at-large, and the Applicant must submit all requested documentation on IFA required forms at Application
including, but not necessarily limited to, the following:

e Commitment to hold, pursuant to IFA’s held for occupancy policy, twenty-five percent (25%) or
more of the total Project Units for occupancy by the selected special needs population(s)
Comprehensive Supportive Services Plan
Service budget that supports the proposed services plan
Marketing plan describing outreach to potential tenants to whom services are targeted
Executed memorandum of understanding between the Ownership Entity or Developer, the lead
service provider, and the Management Company outlining the duties and responsibilities of each
party in relation to service delivery to the tenants
e Letters of intent, agreements, and/or contracts with one of more local service providers, if services

will be delivered by outside organizations



Category 4.  Provides an Opportunity for Homeownership 50 points
lowa Renter to Ownership Savings Equity (ROSE) Program: 50 points will be awarded to an Applicant
who implements a bona fide long-term lowa ROSE Program. The lowa ROSE Program provides a
savings plan for first-time homeownership for tenants in years 1 through 15, and provides a plan to sell
the house to a qualified tenant at the end of the initial 15-year Compliance Period.

This category is not available to an Applicant that elects points in Resident Profile-Category 6, “Waives
Right to a Qualified Contract”.

Category 5.  Rent Reasonableness 20 points
Rents for one hundred percent (100%) of the Low-Income Units are set at or below one hundred percent
(100%) of fair market rent for the county of residence, as established annually by HUD. This category is
not available to an Applicant that elects points in Building Characteristics-Category 3, “Projects that are
Subsidized Project-Based Rental Assistance Projects”.

Category 6. Waives Right to Qualified Contract 50 points
Ownership waives the right to ask IFA to find a buyer after year 14.

This category is not available to an Applicant that elects points in Resident Profile-Category 4, “Provides
an Opportunity for Homeownership.”

Location

Category 1.  Location Near Services 0 to 15 points
The calculated distance from the Project’s Primary Address (PA) as shown in the Building Tab of the
LIHTC online application and the Applicant has clearly defined the PA by listing “True”. The PA address
will be used to provide distance the services that are available using existing roads that can be traveled by
automobile or pedestrian is not greater than 1.0 mile from the (PA) as determined by Google Maps
(www.Googlemaps.com) using driving directions. Should the PA not be shown on the Google Map(s),
contact the LIHTC Manager via email prior to submission of the Application providing evidence that the
PA can’t be shown on the Google Maps(s) and an explanation on why a different map (Yahoo, etc.)
should be considered by IFA. The Google Map(s) must list the name of the service and show the mileage
between the PA and the service location. If a scattered site project, Google Maps must be provided for all
building addresses listed at all site locations. Each address of a scattered site project must meet the 1.0
mile or less requirement. All information must be provided and cannot be requested during the
deficiency period since it is a scoring item. (www.Googlemaps.com).

Services Points
Full Service Grocery Store 5 points
Schools (Family project only) 5 points
Senior Center (Older Persons 5 points

project only)

Medical Services 5 points




Category 2.  Great Places 5 points
Projects will be located in and be a part of a Great Place community approved by the Department of
Cultural Affairs. The community must have a 28E agreement in place.

Category 3.  Local Government Contribution 0 to 50 points
A qualified Government Entity or Political Subdivision contributes one percent (1%) of the Total Project
Costs in the form of a cash contribution, gift of land or building, tax abatement (not tax exemption), tax
increment financing, enterprise zone credit (equity value), enterprise zone sales tax rebate, waiver of fees,
or below market interest rate loan (value calculated on imputed savings) 5 points

A qualified Government Entity or Political Subdivision contributes one percent (1%), not derived from
any Federal resources, of the Total Project Costs, in the form of a cash contribution, gift of land or
building, tax abatement (not tax exemption), tax increment financing, enterprise zone credit, waiver of
fees, or below market interest rate loan (value calculated on imputed savings). For scoring purposes under
this Category, a Government Entity or Political Subdivision contribution to a Project provided through a
certified Local Housing Trust Fund (LHTF) will be considered a qualified Local Government
Contribution only if the Applicant provides documentation from the LHTF that the Government Entity or
Political Subdivision has made contributions to the LHTF during the current fiscal year totaling at least
the amount of the proposed Local Government Contribution to the Project. The source of contributions
from the Government Entity or Political Subdivision to the LHTF cannot be from any Federal resources.
State HOME funds or USDA funds are not eligible sources for this category.

5 points for each full one percent (1%) of the Total Project Costs (45 points maximum)

Category 4.  Underserved County 0 to 5 points
A project is located in a county that has not received an award of Low-Income Tax Credits in the last
three (3) years. 5 points
Developer or Owner Contribution 0 to 5 points

Category 1.  Developer or General Partner contributes cash to the Project. A cash contribution does not
include a deferral of a developer fee.

1 point for each full one percent (1) of the Total Project Costs (5 points maximum)

Building Characteristics

Category 1.  Market Appeal 0 to 35 points

Projects offer amenities at no cost to tenants that enhance market appeal and promote long-term viability.
e Health and wellness program on-site 0 to 10 points
e In-Unit microwave 5 points
e In-Unit laundry space with washer and dryer hook-ups 5 points
e Security System 0 to 15 points

0 Video Security System. The security system must record the activity at all doors that
access each unit and all property entrances, hallways, and other common space areas
except for restrooms, and at all parking lots or garages, play grounds, and walking
paths. The recordings must be maintained for a minimum of 30 days.

5 points

0 Monitored Video Security System. Video Security System as described above, but
which is monitored in real time by one or more persons who will contact emergency
responders as deemed necessary. 10 points

0 Medical Alert System. The project must be an elderly type or one that serves a
resident population with special needs. The system must be available to all tenants of



the elderly project or all tenants who have special needs. Installation and/or set-up of
the system as well as monthly operating costs must be at the expense of the Project
ownership. 5 points

Category 2.  Projects with Historical Significance 10 points
Entire Projects that are on the National Register of Historic Places or are determined eligible for the
National Register by the State Historic Preservation Officer.

Category 3.  Projects that are Subsidized Project-Based Rental Assistance Projects 0 to 40 points
At least fifty percent (50%) of the Units are covered by a project-based rental assistance contract.

20 points
At least seventy-five percent (75%) of the Units are covered by a project-based rental assistance contract.

30 points
One hundred percent (100%) of the Units are covered by a project-based rental assistance contract.

40 points

A written binding commitment from a public housing authority to provide the project based assistance
will also be acceptable if a contract is not yet in existence for the Project. This category is not available to
an Applicant that elects points in Resident Profile-Category 1, “Serves Lowest Income Residents”.

Category 4.  Construction/Unit Characteristics 0 to 20 points

e Exterior construction: durability 0 to 8 points

e Doors 2 points

e Window sills 2 points

e Main entrance areas (Unit main entrance to interior) 2 points
OR covered entry and storm door (Unit main entrance to exterior)

e Storage units 6 points

Cost containment: Luxury items i.e. granite or marble countertops, will not be allowed in LIHTC Projects.
The intent of the program is to provide moderate housing.

Category 5.  Handicapped Accessibility (not adaptable units) 0 to 15 points
At least twenty-five percent (25%) of the LIHTC units are fully Handicapped Accessible 5 points
At least fifty percent (50%) of the LIHTC units are fully Handicapped Accessible 10 points
At least seventy-five percent (75%) of the LIHTC units are Handicapped Accessible 15 points

Should an Applicant commit to providing the above handicapped accessible units, the Project Architect
must acknowledge this commitment at the time of the LIHTC Application submittal.

Category 6.  Readiness to Proceed 0 to 35 points
The Applicant can demonstrate readiness to proceed (e.g. impact, need, and likelihood of completion).
Such determination includes the following factors:

Capital Needs Assessment: The Applicant submits a complete Capital Needs Assessment. 15 points
Utilities: The Applicant demonstrates that all of the required Utilities are already available at the Project
site, they are adequately sized for the Project, and no extensions are needed. This must be evidenced by a

letter from the applicable utility companies. 10 points

Paved road: The Applicant demonstrates that the Project has direct access to an existing paved road, with
no extensions needed. This must be evidenced by a letter from the municipality. 10 points



Zoning: The Applicant provides evidence that the Project site is properly zoned for its proposed use.

15points
Category 7.  Impact on the Environment 0 to 10 points
All interior paints and primers comply with Green Seal standards for low VOC limits. 2 points

All adhesives comply with Rule 1168 of the South Coast Air Quality Management District. All caulks
and sealants comply with Regulation 8, Rule 51 of the Bay Ar