


[bookmark: _GoBack]HOUSING DEVELOPMENT INCENTIVE PROGRAM (HDIP)
FREQUENTLY ASKED QUESTIONS 
October 1, 2014 

1.  Which communities are eligible to participate in HDIP?
· Pursuant to M.G.L. c. 23A section 3A, must be a Gateway Municipality (Municipality) with:
· A population greater than 35,000 and less than 250,000
· A median household income below the state average
· A rate of educational attainment of a bachelor’s degree or above that is below the state average
· 26 Municipalities:  Attleboro, Barnstable, Brockton, Chelsea, Chicopee, Everett, Fall River, Fitchburg, Haverhill, Holyoke, Lawrence, Leominster, Lowell, Lynn, Malden, Methuen, New Bedford, Peabody, Pittsfield, Quincy, Revere, Salem, Springfield, Taunton, Westfield, and Worcester

2. What is the definition of Substantial Rehabilitation?  Is new construction an eligible activity?  
· The needed major redevelopment, repair and renovation of a property, excluding the purchase of the property
· Includes limited new construction consisting of: 
· Construction of upper stories on existing buildings
· Other construction expanding the footprint of an existing building by building out
· Rebuilding on a site after demolition of a portion or all of an existing building provided that demolition is undertaken by the same Sponsor as part of redevelopment of the site and does not commence prior to the date that DHCD approves Preliminary Certification of a HD Project
· Construction costs per unit of not less than $30,000
· Substantial Rehabilitation costs relating to the development of market rate housing in a HD Zone are certified by DHCD as Qualified Substantial Rehabilitation Expenditures (QSRE) for the purpose of calculating the HD Tax Credit award for the Sponsor of a HD Project:   
· Includes both hard and soft costs
· Includes demolition costs for interior demolition and roof and wall demolition associated with adding stories to, or expanding the footprint of, an existing building
· Excludes other demolition costs 
· Excludes property acquisition

3. How will pricing of market rate housing in the HD Zone be determined?  
· Residential units priced for households above 110% of the area’s household median income
· “HDIP Pricing Area” is the geographic area used by a Municipality to establish the HDIP Area Household Median Income (HDIP AMI) to calculate the target for Market Rate Residential Units in HD Projects.  The “Target Household Income” is the current HDIP AMI multiplied by 110%.   
· HDIP Pricing Area may be the proposed HD Zone or some other relevant area contiguous to and inclusive of the HD Zone; 
· may include contiguous area in one or more adjacent Municipalities
· No ceilings on rents or sale prices and no income restrictions for unit occupants 
· Market rate units must be affirmatively marketed and comply with all federal and state affirmative fair housing obligations
· The Target Household Income must meet the following two requirements to be approved by DHCD:
· Must be greater than 60% of median household income used by HUD to determine the eligibility, including any applicable caps, for the Section 8 Housing Choice Voucher Program in the applicable Metropolitan Statistical Area or HUD Metro Fair Housing Rent Area -- HDIP AMI x 110% > 60% of HUD AMI
· Must be at a level that will allow the HD Zone Plan to increase residential growth, expand diversity of housing stock, support economic development, and promote neighborhood stabilization in the HD Zone
· Sponsor of proposed HD Project must price its units for the Target Household Income  
· Sponsor must submit documentation to DHCD: 
· Describing the methodology used for establishing the pricing of market rate units
· Showing that the asking rents and sale prices are set for the target income level
· Demonstrating market demand for these units 

4. Are there restrictions on the location and size of a HD Zone?
· May be located in any area of Municipality characterized by a need for multi-unit market rate residential properties; no other restrictions on location
· Must be larger than the number of parcels comprising a single HD Project
· Has a minimum size requirement of two or more contiguous parcels of land 
· Must be of sufficient size that implementation of HD Zone Plan will have an impact on housing development, diversity of housing supply, economic development, and neighborhood stability in the HD Zone
· Must have same geographic boundaries as area covered by HD Zone Plan
· May encompass same target area for development and redevelopment designated under another state program (e.g., Urban Renewal, DIF, Growth District Initiative)
· May be located in one or more Municipalities provided that the areas are contiguous
· May include one or more HD Projects; two or more HD Projects within the same HD Zone need not be located on contiguous parcels of land

5. What information is included in an Application for HD Zone Designation submitted to DHCD?  
· Information and data describing the proposed HD Zone, including:
· Reasons for defining the boundaries as proposed
· Independent and verifiable documentation demonstrating the need for multi-unit market rate housing development in the HD Zone
· Maps depicting existing conditions in the proposed HD Zone 
· HD Zone Plan submitted with Application for HD Zone Designation    

6. What information is included in a HD Zone Plan?
· A detailed description of the construction, reconstruction, rehabilitation, and related activities, public and private proposed for the HD Zone as of the date of the HD Zone Plan adoption, including:   
· Description of how implementation of the HD Zone Plan will increase residential growth, expand diversity of housing stock, support economic development, and promote neighborhood stabilization in the HD Zone
· Maps depicting proposed activities, including identification of proposed HD Projects, if known
· A tabular analysis comparing existing zoning requirements to proposed zoning requirements
· Identification of HDIP Pricing Area used to establish Target Median Household Income for market rate units in HD Projects, the Target Median Household Income and methodology used  
· An implementation schedule for proposed development and redevelopment activities, public and private
· A statement of how the Municipality will advance its affirmative fair housing obligations 
· An explanation of how the HD Zone Plan is consistent with other municipal or regional plans and initiatives relating to planning and development
· A Municipality with two or more HD Zone designations must prepare a separate HD Zone Plan for each HD Zone
· May submit an existing municipal plan (e.g., master plan, GPAG plan or other neighborhood strategic plan, urban renewal plan, 495 Metro West Development Compact Plan) , revised and supplemented with additional information to meet HD Zone Plan requirements, as appropriate
· Duration of HD Zone Plan may not be less than 5 years or more than 20 years from date of DHCD approval; may not be less than duration of Certified HD Projects located in HD Zone
· May amend HD Zone Plan to extend its duration beyond initial 20 years

7. What is a housing development (HD) Project?   
· A multi-unit residential rehabilitation project located in a HD Zone, and once rehabilitated will contain:
· Two or more units for sale or lease as market rate housing
· There are no restrictions on the size of projects
· A minimum of 80% market rate units
 
· May consist of one or more buildings on one or more contiguous parcels of land provided they are permitted and financed as a single undertaking 
· May be mixed-use, having a residential use in combination with other non-residential uses (e.g., commercial, institutional, medical, education), provided that the use is compatible with housing

8. What is a Certified HD Project?
· HD Tax Increment Exemption and HD Tax Credits cannot be used by taxpayer until a proposed housing development project is complete and DHCD approves it as a Certified HD Project
· Certification of HD Project has 3 stages:
· Preliminary Certification of Site and Building – DHCD determination that building meets definition of a Certified HD Project either in its present state or upon Substantial Rehabilitation
· Conditional Certification of Rehabilitation Plans – DHCD determination that proposed rehabilitation activities meet definition of Substantial Rehabilitation and, if completed as proposed, meets standards for Certified HD Project and for QSRE; application submitted prior to construction
· Final Certification of HD Project – DHCD determination that HD project is complete (i.e., certificates of occupancy have been issued for the entire project and 80% of the market rate units have been leased or sold as primary residences) as proposed under the Conditional Certification
· DHCD will issue Final Certification designating the project as a Certified HD Project and state the amount of the QSRE for purposes of calculating the HD Tax Credit award
· Term of Final Certification of not less than five years and not more than the term of the HD Tax Increment Exemption Agreement between the Municipality and Sponsor
  
9. Can DHCD approve HD Tax Increment Exemption Agreements for Certified HD Projects that are not awarded HD Tax Credits, including those that do not seek such credits?  
· DHCD may certify HD Projects and approve HD Tax Increment Exemption Agreements for Sponsors that are not awarded HD Tax Credits or seeking such credits
· May approve an Exemption Percentage of not less than 10% or more than 100% of the new value resulting from the development of market rate units
· Exemption percentage need not be the same for all HD Projects and may change from year-to-year during the term of the HD Tax Increment Exemption Agreement
· Term of HD Tax Increment Exemption Agreement may not be less than 5 years or more than 20 years
· HD Tax Increment Exemption Agreement does not go into effect until:
· The Municipality and Sponsor execute the Agreement
· DHCD certifies the HD Project (i.e., approves Final Certification of HD Project)
· DHCD approves the Agreement
· Notice of Certification is recorded with the appropriate registry of deeds or land court registry
· DHCD will indicate its intention to approve an executed HD Tax Increment Exemption Agreement at the same time it approves an Application for Conditional Certification, subject to Final Certification of HD Project   

10. How are HD Tax Credits awarded?     
· Applications for HD Tax Credits will be accepted by DHCD on a rolling basis
· Applications for HD Tax Credits will be reviewed and the amount and credit period determined by DHCD at the time of Conditional Certification, subject to Final Certification of the HD Project and approval of the HD Tax Increment Agreement  
· Review criteria for awarding HD Tax Credits include:
· Extent of the need for housing development and diversity of housing supply
· Impact of HD Project on the HD Zone, including the extent to which it will encourage housing development, expand diversity of housing supply, promote economic development, and support neighborhood stabilization
· Number and percentage of proposed market rate units contained in HD Project
· Integration of HD Project with other development and redevelopment, public and private, in the HD Zone
· HD Project’s consistency with Sustainable Development Principles, including the extent to which it includes elements of “green design” and promotes conservation of energy resources
· The amount and percentage of local HD Tax Increment Exemption
· Strength of the development team, including a positive record in market rate housing development and management
· Status of compliance monitoring with other tax credit programs
· Good standing with respect to other state housing programs
· Amount of developer fee/overhead
· Effect of award on geographic balance in the allocation of HD Tax Credits
· HD Tax Credits may be awarded up to 10% of the QSRE of the market rate units within an HD Project
· DHCD will allow maximum developer fee and overhead equal to 5% of acquisition plus:  (1) 1.15% of the first $3M in total development costs less acquisition, developer fees and over, consultant fees, syndication fees, and reserves; (2) 12.5% of the next $2M of rehabilitation costs; and (3) 10% of the remaining rehabilitation costs
· HD Tax Credit awards are capped at $2M per project
· All awards shall be for a period of one year subject to a carry forward
· HD Tax Credits are allowed for the taxable year in which DHCD gives DOR written notification of its Final Certification
· HD Tax Credits are transferrable, in whole or in part
· The total amount of HD Tax Credits that may be awarded in a calendar year may not exceed $$10M, including credits awarded during the calendar year and carry forwards of credits from prior years
· Any portion of the $10M annual cap not awarded in a calendar year may not be applied to awards in subsequent years

11. Can DHCD approvals be suspended or revoked?
· Suspension or revocation of HD Zone, HD Zone Plan and HD Tax Increment Exemption Agreement if application contained material misrepresentations or if Municipality failed to adhere to material elements of application
· Revocation of Final Certification of HD Project if Sponsor’s conduct subsequent to Final Certification was materially at variance with earlier representations and such variance is found to frustrate the public purposes the certification was intended to advance
· Sale or lease of market rate units in a HD Project to households with incomes less than 110% of HDIP AMI is not grounds for revocation of a Final Certification 

12. What is the HDIP application process for DHCD approval?  
· Separate application submissions for DHCD approval in the following sequence:  
1. HD Zone designation with HD Zone Plan
2. Certification of HD Project 
a. Preliminary Certification
b. Conditional Certification, including executed HD Tax Increment Exemption Agreement and request for HD Tax Credits
c. Final Certification with QSREs 
· All applications will be accepted by DHCD on rolling basis   
· An electronic Application for Certification of HD Project is available as a word document 
· One-Stop Application not required; however it may be submitted if it is already being used for another program, supplemented with additional information, as appropriate
· Municipalities and  Sponsors are encouraged to consult with DHCD staff in the planning and implementation of their HD Zones, HD Zone Plans and HD Projects 

13. Can any of the program requirements be waived?
· DHCD may waive any provision not required by statute provided that the waiver is consistent with program goals and is in the public interest
· Municipalities and Sponsors are encouraged to consult with DHCD staff as early as possible to discuss project eligibility, and whether a waiver request for DHCD consideration may be necessary.
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