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Section I. Executive Summary

Demand for affordable rental housing in many locations throughout the country remains at or near an
all-time high. Recent research and analysis, including studies released by the Joint Center for Housing
Studies at Harvard University, document ifereasing rent burden experienced by the lowest income
individuals and families and the growing gap between the demand for affordable rental units and the
supply in various markets. Like other states, Massachusetts is affected by this prtahkkemvdl

known that he rental market in the City of Boston and within the Boston metropolitan area is highly
stressed But other regions of the state al®@ affected by the great need for more affordable rental
housing in good conditionin many locationsients exceed preecession levels, and vacancy rates are

at historic lows. Furthermore, when new projects with affordable units are completed, the ratio of
eligible applicants to units can exceed 15:1 to 2fhis environment, the importance of fealeand

state programs to support the production of new affordable rental hpasingll as the preservation

of existing affordable housingannot be overstated. As the most powerful of such programs, the
importance othe Low IncomeHousingTax Credit (LIHTC) cannot beoverstated. Now in its 3¢
operational year, the LIHTC has produced or preserved almost 3 million units nationwide, including
over 67,000 units in Massachusetts.

During 205, the Department of Housing and Community Development (DH@I2)Massachusetts
allocating agency for the Lotwwmcome Housing Tax Credit, awarded federal and state tax credits in
support of more than 1,4@6tal mult-family rental units. DHCD made awards to projects with many
different characteristics: family prajes, senior projects, mixddcome as well as affordable projects;
projects intended to serve special populations; preservation projects, as well as new construction and
adaptive reuse. DHCD also made awards to projects located in every region of tiee Bemand for

the credit in Massachusetts was str@rig 2016 than it was in 2015wvith numerous highkgualified

teams competing for available resources. Tax credit pricing remained at high levels throughout the
year,with demand foall housing creds-- the 9%, the 4%and the state credi at or near an alime

high. There is every reason to expect that this pattern will contmtiee coming monthsand that
2017will be a year okextremelyhigh demand for the credifThere alsas every regon to believe that
pricing for Massachusetts projects will remain strong017

Each year, as the Department prepares the QAP, it balances the need for cgm@sidtpnedictability

in the allocation process with the need to make timely changes tovienire process and/or to achieve
better outcomesAfter discussions with the development community and the gquaddic affiliates,
the Department will implement two sigitant changes during 2017:

1 Sponsors of senior housing projects must include lddtaind appropriate service
packages intended to support aften vulnerable population Sponsors also must
demonstrateo the Department’s satisfaction that they have the ability to pay for these
services over time.

1 Sponsors of projects depeamtl on taxexempt bonds with 4% credits must carefully
review the Department’s revised priorities for these resources, which are in great
demand. Sponsors of preservation projects also must carefully review and conform to
the revised preservation matrix and instaes contained in SectidiX of this
document.
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Among theongoingrental housing issues DHCD intends to address d@fag through its allocations
of credit and subsidy funds, are the following:

1 Theongoingimportance of managingyoject costs;

1 The ongang needto strictly prioritize preservation projects, given constraints on
volume cap;

i Theongoingneed to produce more units for extremelydowome (ELI) and homeless
families and individuals;

1 The ongoingneed to produce more mix@come housingwith units available to a
broad range of households;

1 The ongoing importance ofprodueng more integrative housing opportunities for
persons with disabilities;

1 Theongoingneed to continue promoting thoughtful and strategic efforts to affirmatively

furtherfair housing in every community in the Commonwealth.

The Ongoing Need to Better Manage Project Costs:

During the past few years, the Department has been engaged with itpuplasiaffiliates and
members of the development communityoimgoing efforts to better manage project costs. With
limited tax credit and subsidy resources available, it is critical that all affordable housing be built as
cost effectively as possibleBased on numerous discussions with the development communsty, t
2016 Qualified Allocation Plan (QAP)ncluded new recommended cost limits for credit projects,
which have been updated for 201Aorking closely with the City of Boston and the stiateel
guastpublic affiliates, DHCDalso has modifie@ertain aspects of itpproach to design and scope

and is encouraging developers to involve contractors as well as architects much earlier in the
development process. Revised design guidelines prepared by a working group including DHCD, the
City of Boston, MassHousing, Massaektts Housing Partnership, and several architects and
contractors were implemented during 2015 and are posted to the websites of the public agencies
involved in the process. DHCD also introduced a revised developer fee structure during 2015; that
structue will be in place durin@017. The effort to manage and control costs is an ongoing process:

it will continue during2017 and into theforeseeablduture The Department’s position paper on
managing costs is attached to this document as App€ndix

The Ongoing Need to Produce More Units for ELI and Homeless Families and Individuals:

The BakefPolito Administration is committed to the provision of housing affordable to individuals
and households with a wide range of incomes. There is significant mééassachusetts, as in so
many other states, for housing for extremely-ioeome individuals and families, including those
making the transition from homelessness. As part of the ongoing effort to end homelessness in
Massachusetts, the Department is cottad to producing more permanent affordatdetalhousing

for these households, with an emphasis on housing with services included. The Department also is
committed to preserving existing ELI units. The threshold requirement for ELI units in all credit
projects remains at 10% of total units. However, DHCD is encouraging sponsors to exceed the
threshold requirement. The Department will continue its long history of supporting ELI units and units
for the homeless with federal projdzsed Section 8 raltassistance as well as stataded assistance
through the Massachusetts Rental Voucher Program (MRVP). Support also may be available for
tenantseligible forthe HUD Section 811 prografor persons with disabilitiesin addition, DHCD
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will award fundsfrom the newlyestablished National Housing Trust Fund (HTF) to encourage the
development of ELI units with support services in Massachusetts projects.

The Ongoing Need to Produce More Mixed-Income Housing:

While there is widespread acknowledgement eftbusing needs of ELI households and the homeless,
there is growing recognition of the housing burdens faced by many nimbdiene working
households- especially those who live in highly desirable areas such as metropolitan Boston. To help
address thisssue, DHCD is encouraging the production of mixembme housing, whether through

the creation of new units or, in limited instances, through modification of the income mix in existing
projects. Although all housing resources are relatively scarcendngh demand, DHCD, 18017, is

willing to help support projects that inclubbeth affordable rental unitandworkforce or marketate

rental units. DHCD intends to work closely with its qugsiiblic affiliate, MassHousing, as
MassHousing implements itew workforce opportunity program.

The Ongoing Need to Produce More Units for Persons with Disabilities:

Working in recent years with the Executive Office of Health and Human Services (EOHHS), the
Department has been involved in the Community kisative and other efforts to increase housing
opportunities and quality of life for persons with disabilities. In its work with EOHHS, its
commissions, and various advocacy groups, DHCD has identified potential design approaches in new
construction, aaptive reuse, and preservation projects that will increase opportunities for persons with
disabilities. These include the application of the principles of universal design and visitability. The
Department will continue its work with the development camity during2017to implement these
approaches. DHCD also encourages developers to include within their projects more units for persons
with disabilities than are required by various federal and state statutes.

The Ongoing Need to Promote Thoughtful and Strategic Efforts to Affirmatively Further Fair
Housing:

The Department has consistently sought to affirmatively further fair housing by prioritizing
development of housing in communities with excellent public schools and access to employment and
public transportation, while maintaining a commitment to investment inil@m@me neighborhoods.
HUD?’s final rule, issued in 2015, reinforces the importance of affirmatively furthering fair housing

through a balanced approach that creates meaningful housing @wass a broad range of
communities while continuing to invest in plalsased strategies within Ieincome neighborhoods.
Consistent with the HUD rule, the Department will continue to implement a balanced approach, but in
evaluating projects in lowncome communities, will prioritize proposals in which housing
development is demonstrably part of a larger effort to expand access to jobs, education, transportation
and other amenities to enhance residents’ access to opportunity.

Priority Funding Categories and Pre-Application Process Ongoing Implementation

The Department’s priority funding categories and its pre-application process are important to its efforts
to achieve the goals identified on the preceding page. First implemented in 2013, the pridinty fun
categories and the pepplication process are described as follows:
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Priority categories for funding:
Applications to DHCD for funding awards 2017 will be required to fit within one or more of the
following categories:

1)

2)

3)

4)

Housing for extremely low-income individuals (ELI), families, and seniors earning

less than 3@ercent of area median income with a particular focus on those who are
homeless or at risk of homelessness. Projects in this category must be supported by
tenant services and include atdea0Opercent ELI units. Projects can serve families or
individuals, seniors, persons with disabilities, and persons with special needs.

Investment in distressed and at-risk neighborhoods where strategic housing
investment has a strong likelihood of cgzathg private investment, improving housing
quality, promoting occupancfor a range of household incomes, and supporting a
broader strategy for community revitalization through investment in jobs,
transportationand education. Projects in this categmigiude projects located in the
Commonwealth’s 24 Gateway Cities and/or Qualified Census Tracts (QCTs, as defined
by Sectiom?2 of the Internal Revenue Code). Projects serving families, seniors, persons
with disabilities, or populations with special neads eligible in this category.

Preservation of existing affordable housing that extends affordability in situations
that are consistent with QAP policies and the preservation working group policies
(Please refer to the preservation matrix included is ttocument in the section
beginning on pag22) To be eligible to apply for 9% tax credits, a sponsor must
demonstrate that the project is infeasible with 4% tax credits arek&rpt financing.
Projects serving families, seniors, persons with digeds) or populations with special
needs are eligible in this category.

Family housing production in neighborhoods and communities that provide access

to opportunities, including, but not limited to, jobs, transportation, education, and public
amenities. Access to opportunity locations will be defined by pubhaljailable data.

At least 65% of the units in a project must include two or more bedrooms, and at least
10% must be threbedroom units, unless that percentage of-b@droom or
threebedroom uni is infeasible or unsupported by public demand. Projects serving
families, including families with a member with a disability or special negd<ligible

in this category.

Pre-Application process:

The Massachusetts papplication process has held@HCD identify projects that are at an early stage
and not ready to proceed to competitive review. The Department will continue thpphietion
process durin@017 Preapplications for the winte2017rental funding competition wilbe due no
laterthanDecember5, 2016, with full applications due oRebruaryl6, 2017. Projects must oeive
DHCD approval through the pigplication process in order to be eligible for #ebruary2017
competition. Sponsors should refer to DHCD’s Notice of Funding Availability for theFebruary2017
competition to determine the papplication fee amount for their projects.

All pre-applications must be submitted online atttps://massonestopplus.intelligrastsm The
information requested in the papplication is intended to confirm that a project will be ready to move
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quickly if selected for funding during a full competition. In prior years, some sponsors submitted full
funding applications for projecthiat were far from ready to proceedor example, projects with
significant zoning or permitting delays, slow historic approvals, and/or financing gaps. The
pre-application process also is intended to confirm that a project meets one or more of DHCD’s four

priority categories for funding. In addition, the fagplication process allows DHCD an earlier
opportunity to identify projects with costs that are unacceptable to the Department. DHCD reserves
the right to reject such projects during the-gpplicdion process.

Other Matters of Importance During 2017:

Discussing projects with the Department:

The affordable housing delivery system in Massachusetts is one of the strongest systems in the nation,
with highly qualified forprofit and norprofit developers building or preserving projects and units that

the Commonwealth needs. The Department has always encouraged developers to provide information
on possible projects at a very early stage in the development process. DHCD again is encouraging
devdopers to make early contact with Department staff, to discuss the four priority funding categories,
the preapplication process, and aspects of each project. The early exchange of information on projects,
policies, and practices is central to the sucoésise system.

Paperless system for submitting funding applications:

In 2015, DHCD implemented its online systemfiandingapplications. Called OneStop+, the system

is an extension of the online papplication system originally implemented in 201%hewebbased
OneStop+ application system gives developers, their consultants, and other development team
members the ability to upload exhibits and enter data into development budgets and operating pro
formas as well as provide other projspecific infomation to DHCD. Once the project data is in the
online system, sponsors will be able to update the information as it changes over the life cycle of the
project, with snapshots being saved at particular milestones. These milestones include time of
applicdion, award, closing, carryover or binding commitment, and cost certification. DHCD will have

a central location in which to compare dataadnoss projects and afross stages in a particular
project’s life cycle. This environmentally-friendly system avesdevelopers time and monagdshould

prove highly beneficial to its users as well as to the Department.

Case studies in LIHTC investments in urban neighborhoods:

DHCD has long believed ithe importance of investing public resources such asioamehousing

tax credits and subsidies in neighborhoods that are perceived as distressedaarasult, anenable

to attract privatesector investment in housing and in the creation of economic opportunities for
residents.Extensive anecdotal evidence oviene has supported the premthat public investments

in high-quality affordable housing projects in such neighborhoods can generate excellent outcomes in
the areas surrounding the projects. In 2014, DHCD began work with qualified professionalar® prep

a case study analysis of the outcomes generated by public investment in affordable housing projects in
four urban neighborhoods that were perceived as distressed when the public investments initially were
made. The case study analysias beewompleedand will be released during 2017.

Conclusion:

In summary, the Low Income Housing Tax Credit in Massachusetts has helped support the production
or preservation of ove67,000affordable multifamily rental units since the program became
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operational in 198. The program is highly flexible and has been used to advance numerous policy
goals: sustainable development; neighborhood revitalization; housing for extremeiyctone
households; housing for the homeless; housing for persons with disabilitiemdhousreas of
opportunity; new construction as well as adaptivese and preservation. At the national level, the
LIHTC program has supported the production or preservatiamodst 3million housing units since

1987. No other housing progranfedeal or state- has the power of the Low Income Housing Tax
Credit. No other housing program has supported the production or preservation of so many units.
Every federal or state program should be measured by its outcomes. The Department is proud of the
outcomes achieved each year with its Low Income Housing Tax Credit allocation and its commitments
of subsidy funds.

Section Il. Federal and State Requirements of the Qualified Allocation Plan

Each year, the state allocating agency for the federallhomme Housing Tax Credit is required to
publish a plan describing how it intends to award the credit. The requirement that states publish a plan
was established in the Omnibus Reconciliation Act of 1989. The plan is called the Qualified Allocation
Plan,or QAP.

In the Commonwealth of Massachusetts, the Department of Housing and Community Development,
or DHCD, is the allocating agency for tax credits. The Department is responsible for preparing the
annual allocation plan and making it available for @avby interested members of the public before
final publication.

Section 42 of the Internal Revenue Code is the federal statute governing the tax credit ptogram.
accordance with Section 42(m), each state allocating agency must include the follotnemgmmual
allocation plan:

Selection criteria for projects receiving tax credit allocations

Preference for projects serving the lowest income tenants and for projects serving
tenants for the longest period of time

1 Preference for projects located in gtiall census tracts, the development of which will
contribute to a concerted community revitalization pléQualified census tracts now

are defined as tracts either in which 50 percent or more of the households have income
less than 60 percent of the areadian gross or with a poverty rate of 25% or greater.)

il
il

In addition, Section 42(m) states that the selection criteria must take into consideration the following
project, community, or development team attributes:

Location

Need for affordable housing

Project characteristics

Sponsor capacity

Tenants with special needs as a target population
Public housing waiting lists

Individuals with children as a target population

= =4 -8 -8 _-9_9_-°
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1 Projects intended for tenant ownership

The 2017 Qualified Allocation Plan prepared by the Department of Housing and Community
Development conforms to all the plan requirements summarized in the paragraphs above. In preparing
the QAP, the Department has paid particular attention to the first threetmttjibutes (location, need

and project characteristics) in order to implement the Commonwealth’s sustainable development
principles and to address the critical need to produce new housing in Massachiibet®¥017
Qualified Allocation Plan reflectthe tensustainable developmeptinciples that have been in effect

in Massachusetts since 200The ten principles are listed on the following pages. The Department
will use the ten principles as part of the threshold evaluation for tax credit ampigcati

As of May 2007, the sustainable development principles are:

1. Concentrate Development and Mix Uses.

Support the revitalization of city and town centers and neighborhoods by promoting development that
is compact, conserves land, protects historic nessy and integrates useBncourage remediation

and reuse of existing sites, structures, and infrastructure rather than new construction in undeveloped
areas. Create pedestrian friendly districts and neighborhoods that mix commercial, civic, cultural,
educational, and recreational activities with open spaces and homes.

2. Advance Equity.

Promote equitable sharing of the benefits and burdens of developRreride technical and strategic
support for inclusive community planning and decision making tarensocial, economic, and
environmental justiceEnsure that the interests of future generations are not compromised by today's
decisions.

3. Make Efficient Decisions.
Make regulatory and permitting processes for development clear, predictable, coordimadtatgely
in accordance with smart growth and environmental stewardship.

4. Protect Land and Ecosystems.

Protect and restore environmentally sensitive lands, natural resources, agricultural lands, critical
habitats, wetlands and water resources, andralleind historic landscapes$ncrease the quantity,
guality and accessibility of open spaces and recreational opportunities.

5. Use Natural Resources Wisely.
Construct and promote developments, buildings, and infrastructure that conserve natural regources
reducing waste and pollution through efficient use of land, energy, water, and materials.

6. Expand Housing Opportunities.

Support the construction and rehabilitation of homes to meet the needs of people of all abilities, income
levels, and household tgp. Build homes near jobs, transit, and where services are availabéter

the development of housing, particularly multifamily and smaller sifegtgly homes, in a way that

is compatible with a community's character and vision and with providinghoeging choices for
people of all means.

Page7 of 119



Massachusetts LIHTC
2017Qualified Allocation Plan

7. Provide Transportation Choice.

Maintain and expand transportation options that maximize mobility, reduce congestion, conserve fuel
and improve air quality. Prioritize rail, bus, boat, rapid and surface transidsrehicle and shared

ride services, bicycling, and walking. Invest strategically in existing and new passenger and freight
transportation infrastructure that supports sound economic development consistent with smart growth
objectives.

8. Increase Job and Business Opportunities.

Attract businesses and jobs to locations near housing, infrastructure, and transportation options.
Promote economic development in industry clusteExpand access to education, training, and
entrepreneurial opportunitiesSupportthe growth of local businesses, including sustainable natural
resourcebased businesses, such as agriculture, forestry, clean energy technology, and fisheries.

9. Promote Clean Energy.

Maximize energy efficiency and renewable energy opportunities. Suppergye conservation
strategies, local clean power generation, distributed generation technologies, and innovative
industries.Reduce greenhouse gas emissions and consumption of fossil fuels.

10. Plan Regionally.

Support the development and implementatiolocél and regional, state and interstate plans that have
broad public support and are consistent with these principlester development projects, land and
water conservation, transportation and housing that have a regional or-conuttiunity
benefit. Consider the longerm costs and benefits to the Commonwealth.

The Department is committed to providing tax credits to projects in subuekarban,and rural
communities in order to provide increased opportunities for underserved populations iodhtges.

This commitment is captured in part through DHCD’s fourth priority funding category relating to

family housing production iflareas of opportunity”. The Administration alss committed to working

with municipal government to address localingrobstacles faced by project sponsors as they attempt

to produce critically needed affordable rental units. Project sponsors are strongly encouraged to seek
project sites that will accomplish both sustainable development and fair housing objectives. Th
Department will continue to work closely with members of the development community in determining
appropriate strategies for achieving these goals.

In preparing th017QAP, the Department considered various measures and indicators of affordable
housng need in Massachusetts. The measures or indicators included the number of households on
public housing waiting lists; average and median sales prices and rental rates, both statewide and in
various regions; vacancy rates for rental housing; median haldsgltome, both statewide and in
various regions; number of households living below the federal poverty level; and so on.

During 2017, the Department enarages developers to structure projétés emphasizthe following
characteristics:

1) projectsthat create new affordable housing units, in particular units suitable for families
in locations with job growth potentiahd locations that constitute areas of opportunity
2) projects whose sponsors actively promote principles of fair housing
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3) projects thatire consistent with the ten sustainable development principles, including
“green” design principles, etc.

4) projects that are part of comprehensive neighborhood improvement plans or initiatives,
including projectsn the federal Choice Communities pipeline

5) projects that preserve valuable existing affordable anitsneet DHCD’s preservation
priorities

6) projects that include units for individuals or households with incomes below 30% of
area median incoméncluding the homeless

7) projects that include both affbeble and markeatate units

8) projects that include more units than required for persons with disabéictplace
emphasis on visitability

9) projects withacceptablgerunit costsand projects with lowethanaverage peunit
costs

10) projects located in comumities or neighborhoods witexpandingsocial and/or
educational opportunitiesexpanding employment opportunities or significant
revitalization and investment activity.

In addition, the Department has established priority categories for all projeatsttedb for
consideration durin@017. The four priority categories aidentified in earlier sections of this
document

This allocation plan also sets forth the application process and scoring sysg&hfor

It is important to note that the priorities included in this pla@a targeextent are priorities for the
Department's other affordable housing programs as well. This is true for two reasons. First, tax credit
projects often require other DHCD resourgesrder to proceed. Thus, the priorities established for

the tax credit program have a direct impact on DHCD's other housing programs. For example, when
DHCD, through the tax credit allocation plan, establishes recommended cost limits for tax credit
prgects, the cost limits clearly apply to other DHCD programs in support of the same project.

The second reason is that the tax credit program, through the annual allocation plan, undergoes greater
and more frequent scrutiny than otk&atehousing program Although other housing programs have
guidelines and regulations that are modified from time to time, the annual tax credit allocation plan is
the public document in which the Department most clearly and most frequently attempts to state its
prioritiesfor stateassisted affordable housing projects.

Section 42 requires allocating agencies to make an allocation plan available for public review and
comment before publishing a final plauring 206, DHCD metregularlywith representatives of

the afforcible housing community to discuss the status of the equity maddstsmanagement,
individual tax credit project&nd possiblIQAP changesAs it prepared th2017plan, the Department
encouraged suggestions and comments from housing professionals, other experts, municipal officials,
advocatesand concerned citizengn accordance with code requirements, the Department presented
the draft allocation plan for publieview and comment at a public hearing heldNmvember29,

2016 The Department wishes to publicly acknowledige Massachusetts development community

for its thoughtful contributions during the QAP discussj@asswell as for its outstanding work ireth
production and preservation of affordable housing

Paged of 119



Massachusetts LIHTC
2017Qualified Allocation Plan

Section I11. Federal Credit Available in 2017

9% Credit

As of the effectivedateof the 2017 QAP, the Department of Housing and Community Developime
anticipate havingprovided reservation letters allocatiaty but approximately$400,0000f the total
available2017 creditof $15851,709 The total amount of 9% tax credits available for allocation in
2017is subject to change. Additional credit may become availaptejécts that received allocations
in prior years return tax credits to DHCD.

DHCD will continue its efforts to encourage developers to strongly considex&mpt bond financing

and 4% credits, rather than 9% ctedito finance their projectsOn a @se by case basis, DHCD
reserves the right to ask developers seeking 9% credits to prepare alternative 4% scenarios for
evaluation by the Departmenevelopers of preservation projects should expect to submit 4% credit
applications, not 9% credit applit@ans, as discussed athersections of this document.

4% Credit

Prior to 2007 DHCD delegated the authority to allocate the federal 4% credit to two Massachusetts
guastpublic housing agencies MassHousing and MassDevelopment. Both agencies have the
authority to issue tagxempt bonds subject to the Commonwealth’s private activity bond volume cap.

As of October 31, 2007, DHCD opted not to delegate such authority and therefore is the sole agency
that determines eligibilityand allocates federal 4% dit to projects. Both MassHousing and
MassDevelopment retain the authority to issueetsampt bonds to multifamily rental projectin
2017,DHCD will continue working closely with both agencies to coordinate the allocation of the 4%
credit with the albcation of volume cap for taexempt bond financing.

The demand for 4% credits with t&xempt financing has increased dramatically during the last year.
Working with MassHousing, MassDevelopment, and its other quaddic affiliates, DHCD has made
changes to the 4% allocation process to ensure that the projest in need of assistance and most
ready to proceed receive priority in 2017 allocations. Developers who hope to secure 4% credits and
tax-exempt financing should refer to Secsarll and IX of this document for additional information.
Developers who are interested in securing an allocation of 4% credit for their projects should contact
DHCD’s tax credit staff early in the development process. DHCD will require each developer seeking

4% credit to submitwo items:

1 apre-application
1 the preservation checklist (sBectionlX)

Based on these documents, DHCD and its quasis will determine whether the project is eligible to pursue
tax-exempt financing or 4% creditsDevelopers may subm@neStop+applications with 4%redit
requests to DHCD on a rolling basis, rather than waiting for a DHCD rental funding compdtition

4% credit is the only source being soughitowe\er, the only determination DHCD will make on a
rolling basis is whether the project is eligible for 4% credit. Developers who also are d2eKiiy
subsidyfinancing and/or state LIHTOmust submit a full funding application during a regularly
scheduled netal funding competition.
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Section IV. Impact of Federal Legislation Enacted in Recent Years

It would be difficult to overstate the importance to the tax credit program of the enactment of the
American Recovery and Reinvestment Act (ARRA) of 20@gnel into law by President Barack
Obama orfFebruaryl7, 2009, the ARRA statute contained two critically important relief measures for
stalled tax credit projects. ARRA created both the Tax Credit Assistance Program (TCAP),
administered by the U.®epartmentf HUD, and the Tax Credit Exchange Program (Section 1602),
administered by the U.®epartment of the Treasury. In total, the two new programs provided more
than $70 million in funds to stalled credit projects in Massachusetts. The rapid and simauiane
implementation of two new programs in a short time peritess than four months presented the
Department with significant challenges. But DHCD was able to make the first TCAP awAtdgist

2009, and, twanontts later, the Department issued the first awards to Tax Credit Exchange projects.
As of Januar011, all of the 32ZTCAP or TGX projectswereeither in construction or completeds

of January 2012, all 32 TCAP or T projectswerecomplete. During 2017, DHCD will continue
working with its asset management contractors to regularly evaluate the status of thecapied
TCAP and TGX projects.

Prior to the enactment of ARRA, Congress in 2008 enacted HER% Housing and Economic
Recovery Act. That imortant legislation also contained provisions fabe to the tax credit program.
DHCD incorporated certain changes allowed by HERA into the 2009 Qualified Allocation Plan,
including changes to the calculation of the 9% credit and to the Department’s annual allocation
authority. As permitted by HERAhe Departmerirom 2009through2015 addeds1 citiesand towns

to the list of “difficult to develop areas” (“DDAs”) in MassachusettsPer the HERA legislation, these
DDA designations apply only to 9% cregirojects. The citiesand townsdesignatedy DHCD ae
listedas follows

1. Andover 17.  Fall River 33.  Methuen 49.  Springfield
2. Arlington 18.  Fitchburg 34. New Bedford 50. Stow

3. Ashland 19. Gardner 35.  North Adams 51. Taunton

4. Attleboro 20.  Gloucester 36.  North Attleboro  52.  Tyngsboro
5. Beverly 21. Greenfield 37.  Northampton 53, Uxbridge
6. Boston 22. Hanover 38.  Northbridge 54. Wareham
7. Brookline 23.  Haverhill 39. Orange 55. Webster
8. Cambridge 24.  Holyoke 40. Paxton 56.  Westfield
9. Chelmsford  25. Lawrence 41.  Pittsfield 57.  Westford
10. Chelsea 26. Leominster 42. Provincetown 58 Westport
11. Chicopee 27.  Littleton 43.  Quincy 59. Weymouth
12. Danvers 28.  Lowell 44, Revere 60.  Williamstown
13.  Dartmouth 29.  Ludlow 45, Rockland 61  Worcester
14.  Duxbury 30. Lunenburg 46.  Salem

15. Easthampton 31. Lynn 47. Somerville

16. Easton 32. Medfield 48.  Spencer

In 2017, DHCD will continue the DDA designations tfie Barnstable County communitiasdthe
communities located in the Brockton, MAMFA, made in the 2011 QAP
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The designation of an area as a DDA and the degree of the resulting basis boost for a particular project
or a building within the project will be made at the Department’s discretion. The Department’s decision

to permit a basis boost will not necessarily apply to other projects or buildings in the same community
if the basis boost is not needed for financial feasibilithe Department will determint@e extent of

the basis boogtp to 130%)in the communities listed above based on a given project’s financial
feasibility. The perunit eligible basis caps and the yppject tax credit allocation limits are described

in SectionX of this QAP and will still apply. The sponsor of a credit project located in a community

not currently designated as a DDA may contact the Department if he or she believes the community
should be included. The Department will require the sponsor to submitustidstiocumentation

before it will evaluate such requests.

It alsois important to note thaggislation enacted by Congress provided changes to the credit in 2000.
Those changes remain in effect in DHCD’s 2017QAP. In December 2000, Congress passgidlkgion

that provided $1.75 in per capita allocation authority to each state, subject to regutzFlieosy
increases. As of January 2008, the Commonwealth’s allocation was based on $2.00 per capita. That
amount increased by $.20 $2.20with theenactment of HERA in July 20G#d increased again on
January 1, 2009 to $2.30n 2010, the per capita allocation rate was reduced to $2.10. As of January
2011, the percapita allocation rateras$2.15. As of January 2012, the peapita allocation ta was
$2.20. In 2013, the ratevasraised to $2.25and in2014, the rate was raised again to $2.3% of
January 2016, the rate was raised to $2.35.

In additionto providing a per capita increase, the December 2000 legislation required all states to
incorporate certain changes in their annual Qualified Allocation Plans. Based on an advisory memo to
all state allocating agencies from the National Council of State Housing Agencies (NCSHA), DHCD
incorporated the following program changes in the 2002 QAfese changes remain in effect in the
2017QAP.

1 In accordance with the December 2000 law, 2687 QAP must give preference to
community revitalization projects located in qualified census tracts. (Please note that
the Commonwealth of Massachusetts QAPs historically have given preference to such
projects.)

1 In accordance with the law, tR©17QAP reaquires every tax credit applicant to submit
a market study of the housing needs of low income indal&in the area to be served.

A nonrelated party approved by DHCD must conduct the study at the developer’s
expense.

1 In accordance with the law, DHCDilixcontinue its practice of conducting regular site
inspectons to monitor compliance(Please note that DHCD inspects projects at least
once every three years.)

1 In accordance with the law, DHCD will make available to the general public a written
explanaion of any allocation not made “in accordance with the established priorities
and selection criteria of the agency.”

i In accordance with the law, DHCD will permit sponsors of tax credit projects that
receive allocations “in the second half of the calendar year” to qualify under the ten
percent test within six months of receiving the reservations, regardless of whether the
10% test is met “by the end of the calendar year.” (Please note that developers who
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receive reservations during the first half of a ndkr year must meet their ten percent
deadline by the end of the calendar year, or by an easiadlide established by
DHCD.) In addition, and in accordance with NCSHA’s recommended industry
practices, DHCD will require that developers provide a cedtiftcountant’s opinion
relative to the ten percent test. The accountant’s opinion must be in the format
established by &AtionalCouncil of State HousingAgencies

Section V. The Massachusetts State Housing Tax Credit

During 2013 and014 only, Chapter 142 of the Acts of 2011 had the effect of increasing DHCD’s

allocationauthority forstate housing credits from $10 million to $20 millidHowever,enactmenin

November 2013f a major housindpond bill included an amendment @hapter 142 othe Acts of
2011 DHCD now has authority to allocate up ®20#million each year in state housing cretibugh
2019, at which point th®epartment’s annualhousing credit authorityvill revertto $10 million.

DHCD welcomes the increase in the stateditrauthorization and commends thegislature for
including the increase in the housing bond bill of 2013.

As 2017 begins, demand for the state lawcome housing tax credit is at an-tathe high. In
competitions several years ago, as fewightapplicants requested state credit awards under DHCD’s
annual $10nillion authority. Inrecentcompetitiors, as many a82 applicanthaverequested state
credit awards totaling 3.8 million -- far in excess of the Department’s annual authority. The
imbdance between demand and supply incréasethe HOPE VI applicationsere submitted to
DHCD for consideration during 20Ehd 2013 The sponsors of both Fairfax Gardens in Taunton and
Old Colony in Bostorapplied forstate credits as well as federal ¢tedo complete their financing
packages.The sponsors of several very laiggale preservation projeatsohave soughstate credit
awards and taexempt bond financing, in order to preserve affordable units without accessing the 9%
federal credit. The increase in state credit authorligsbeen extremelybeneficial to DHCD ando
numerougrojectswhose sponsors seek this resource

During 2017, the selection process for state credit projéstelamentallywill be the same as the
selection process for fede@#o credit projects However, DHCD reserves the right to establish certain
limits for the state credit that differ from limits for federal credihe sponsors of projects may request
an allocation ostate credit in combination with federal credit.is important to note that state credit
typically will be allocated in lieu of a portion of federal credit, which the project might otherwise
receive.

During 2017, DHCD will continueworking to restoe a more reasonable balance betwstate credit
demand and supplyDuring thewinter 2017 competition, DHCDwill limit each sponsor tao more
than one state credit awarth addition, DHCD anticipates limitindpe amount of state credit funding
availalde perproject and the amount available per teamhile the Department may entertain some
exceptions, sponsors should make every effort to limit their state credit requests as follows:

1 $ 400,000 for projectwith 40 or fewerunits

1 $ 700,000 fomprojects with 41 to 60 units
1 $1,000,000 foprojects greater than 60 units
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Please note that exceptions to the amounts listed atthe made onlyif projects contain unusually
compelling characteristicsln advance of thavinter 2017 round, ponsors b projects seeking state

credit should contact the Department to discuss the raises they hope to seek from the sale of state
credits. At present, DHCD will not accept raises of less Ti@aents per state credit dollar.

In thewinter 2017funding round, sponsors of projects seeking state credit musbomestthe priority
categories described in Sectibof this QAP.

Sponsors should note that eligible investor may claim each dollar of state credit atied for a five
year period.In accordance with the process set fortS8aation XlI ofthis document, DHCD may elect
to issue binding forward commitments dur2@l7.

Interested sponsors should note that legislative changes in 2016 created a “donation tax credit” within
the statd IHTC. The Department intends to publish draft donation credit regulations late in 2016 or
early in 2017. Further information will be contained in the draft regulations.

Section V1. Special Challenges in 2017

As was true in 208, the primarychallengefor DHCD in 2017is a resource challeng&he tax credit
equity marketcontinues taespondwith enthusiasmo Massachusetidevelopers angrojects Tax
credit pricing for Massachusetts projelets reached levels not seen befdriee developmergipeline

is very full, and the demand for credifederal 9% federal 4% creditand state housing creditfar
exceeds the available resources. DHCD’s challenge in 2017 will be to select the strongest projects,
consistent with the faypriority funding categorieswith an emphasis otihoseprojectsmost ready to
proceed.

In view of the resource environmemHCD has focused, as always, on several basic questsoins
has prepared the 200JAP:

1 What kind of projects does DHCD most want to support?
1 Whatkind of projects can attract investatshighly favorable pricés
1 What is the fair division of tax credits among these projects?

In trying to answer these questions, the Department has considered the following:

1 Where is the need for affordable rental units the greatest, as defined by rental rates,
vacancy rates, public housing waiting listiemelessnesand other factors?

i Where will the construction of affordable housing impact potential economic growth?

i What knd of impact will a tax credit project have on the surrounding neighborhood?

i Will the project demonstrate consistency with tGemmonwealth’s sustainable
development principles?

1 What kind of beneficial services will be available to the tenants of theleted
project?
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What is the appropriate division of resources between family housing and housing
intended to serve individuals, including the frail elderly?

As was true in 208, the most significant challenge for DHCD 2017 will be selecting projectdat
meetDepartmentndSectiond?2 priorities and preferences, that score well competitively, that are able
to attract equity investort high pricesand that are able to move expeditiously to a construction start.
As indicated, all projects must confiotto one or more of the priority fundj categories described on
page3 of this document In addition, theédepartmenencouragesertain types of projects, including

but not limited to, projects with some or all of the following characteristics:

)l
T
1

E

The prgect is sponsored by a nqumofit;

The project will have a significant impact on the neighborhood in which it is located;
The project will include units and a service plan for extremely low income households,
including the homeless;

The project will inclu@ units and a service plaif necessaryfor persons with
disabilities as well as enhancexpportunities for persons with disabiliti@sthin the
project;

The project will offer both affordable amebrkforce ormarketrate units;

The project will help DKED advancédair housing principles andffirmatively further

fair housing goats

The project will result in abandoned or foreclosed property being restored to residential
use;

The project will preserve as affordable housing units that are threatenedveysion

to market rate housing.

The body of thi2017 Qualified Allocation Plan sets forth in detail the answers to the Department's
basic questions and establishes the scoring syst&I@tax credit applications. In brief, the answers
to the basic gestions are as follows:

1)

2)

The Department wishes to support a reasonable mix of affordable housing projects,
including projects that create new affordable ufotsfamilies in areas of job growth

and opportunitypreservation projects that maintain reatsffordable levels for low
income households; largeale redevelopment projects with the potential to impact
entire neighborhoogsind mixedincome projects intended to provide both affordable
andworkforce ormarketrate units

During 2017, the Depament intends to divide the available credit among these worthy
projects such that:

i 70% of the credit is allocated to projects that create new units, either through
rehabilitation or new construction.
1 30% of the credit is allocated to preservatjmmjects, such as projects with

expiring use restriction projects, and other preservation projects and smaller
scale preservation projects.
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3) Whether production or preservation, the ideal projectist contain certain
characteristics that make it worthy @ixtcredit consideratioand equity investment
These characteristics are described in later sections 20ft¥allocation plan.

Section VII. Evaluation of the Need for Affordable Housing in Massachusetts

Each year, in deciding how to allocate Hwising credit, the Department of Housing and Community
Development must consider the need for affordable rental units throughout Massachusetts. The effort
to evaluate need is complicated by the fact that there is no single Massachusetts housing market.
Rather, there are hundreds of local housing markets, and they differ significantly from eacfitogher.
median home sales prices in the most affluent western suburbs of Bgatnexceed $1,000,000, yet
homebuyers in the more rural areas of the statestilhfind units priced below $150,000n addition,

the effects of theleep recession arfdreclosure crisighat began in 200Zontinue toimpact some
communities far more than others.

Because of the disparate characteristics of various local housankets, the best measures of
affordable housing need in one market may not be the best measures in another. For example, some
communities have relatively few residents with household incomes below 50% of area median income
but the average sales prides homes in these communities may be abok@P00 There may be

virtually no rental units availabl® serve local housing needs, including the needs of elders, people
with disabilities, and local workers So, while one indicator of need the numberof poverty
households- may be low, another indicater average or median sales pricesnay be extremely

high.

While the indicators or measures of need are too numerous to list in full, the most basic measures of
need in given market areas includany or all of the following:

low median household income

high percentage of low income households

high percentage of households at extreme poverty level

high percentage of homeless individuals or families in shelter

high percentage opersonswith disablities who are unable to find suitable rental
housing

high percentage of renters in proportion to homeowners

high percentage of households receiving welfare

lack of affordable housing stock suitable to meet the needs of frail elders
generally poor conditio of the housing stock

high rate of unemployment

high rental rates in and near the market area

high condominium and single family sales prices in and near the market area
low vacancy rates

long public housing waiting lists

= =4 =4 -8 -9

= =2 =4 _-8_48_9_9_°5_2°

For purposes of identifying ed in this allocation plan, the Department has used the comprehensive
data and analysis prepared by its policy staff as part of the consolidated plan submission to the U.S.
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Department of Housing and Urban Development (HUD). The data and analysis areecbiirai
Section3 of the Massachusetts’ 20102015 Consolidated Plan. (The section is entitled “Housing and
HomelesNeeds Assessment” and can be downloaded at the following website:
http://www.mass.gov/hed/docs/dhcd/cd/planpolicy/consolidated/2010conplan.pdf

The data and analysis contained in the consolidated plan confirm what housing &rgadys know
There isan ongoing andubstantial need for affordable rental housing in Massachugetsiew tax
credit projects came on line in certain Massachusetts markets @ th@Lnumber of applications
received exceeded the number of availablds by a ratio of 35:1 or 40:1. Rental vacancy rates in
some metroglitan communities are belo8%.

After evaluating the available information, the Department has drawn the following basic conclusions
regarding need:

1 In most Massachusetts commuedtj there is a shortage of affordable rental units in
good condition.
1 In many Massachusetts communities, the neethfaily rental housings still greater

than the need fasther types of affordable rental housing.

There is an ongoing need for affordabteessible housing throughout the state.

In certain areas with low rental rates and sales prices, the housing stock is so deteriorated

that it must either be rehabilitated or demolished and replaced by new units.

1 In other areas, the affordable housingc&tincludes affordable rental projects faced
with expiring use restrictions. In some areas, these units will be lost as affordable
housing unless there is intervention.

1 In some communities in metropolitan Boston, high rental rates and median home sales
prices have eroded the supply of affordable housing. New affordable rental units are
badly needed in these communities.

= =

1 The rebounding housing markets in certain parts of the state also have caused significant
issues for middléencome households seekirgrent.
1 Homelessness remains an issue in certain Massachusetts communities.

The Department's determination of need is reflected in thassit categories established 217
and described in detail iBectionVII | of this allocation plan. DHCD's detemation of need also is
reflected in the scoring system established2fat 7 applications and described in Section XI of this
plan.

Section VIII. Set-Aside Categories for 2017

After careful consideration, the Department has establishedetasides for purposes of allocating
the creditduring 2017 a setaside for production projectsnda setaside for preservation projects.
The setaside categories apply to both the 9% and the 4% créalHCD expects developers of
preservation projestto seek the 4% credit rather than the 9% credit

The percentages of available credit established for eactsisketin2017are goals rather than absolute
minimums or maximums. In evaluating all projects and determining the most effective use of the
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available credit, DHCD, in its sole discretion, may choose to modify the percentages established as
goals for each setside.

Thetwo setaside categories f@017aredescribedn brief below.

1) Production set-aside -- 70% of the available credit

The needand demand for affordable rental units is directly linked to the relative shortage of supply.
Through this seaside, the Department intends to allodhie competitive 9% credib support the
production or creation of new affordable rental unitdowewer, developers also may structure
production projects using the 4% crediAll applications for new construction projects will be
evaluated in the production category. In addition, applications for rehabilitation will be evaluated in
this category if:

a) The units have been vacant for two or more years; or
b) The units have been condemned or made uninhabitable through fire damage.

Seventypercent of the credit available for allocation2@17is intended to support productioff.he
minimum project sizavill be twelve units.

2) Preservation Set-Aside -- 30%o of the available credit

Thousands of affordable housing units currently exist in privately owned Massachusetts properties.
Developers often are able to gain control of these properties and submit them to DHTIBTIGr
consideration To encourage preservation applications, tled@tment historically has included a
preservation seaside in its annual Qualified Allocation Plan. Consistent with past practice and with
its ongong commitment to preservatioDnHCD is including a preservation saside in th&017QAP

and isstronglyurging sponsors of preservation projects to structure their applications-esetapt

bond transactions using 4% credits.

In prior years of economic distressiotably 2008, 2009, and 20X0many sponsors were unable to
secure tavexempt financing, anfibw investors were willing to buy the 4% creddowever, as 2017

begins, he bond and equity markets areery healthy Working with MassHousing or
MassDevelopment, most sponsors of preservation projects should be atrlectorea taxexempt

bond/4% aplication in lieu of a 9% applicationin thewinter 2017rental competitiog any sponsor

seeking 9% credit for a preservation application will have to make an extraordinary case to the
Department that the project cannot proceed as aré#itbond progct. All sponsors of preservation
projects should anticipate that only the 4% credit will be made available for their applications.
However, the fact that the bond and equity markets are healthy has increased the pressure on the 4%
credt.

Given thecurrentpressure on taexempt bond financing with the 4% credit, DHOD consultation
with its quasipublic affiliates hasmade changes to the 20QAP that willaffect preservation projects.
Sponsors should review the following section of the QAP watte and should contact DHCD with
any questionslin any2017competition, preservation projedeeking 4% credit and DHCD subsidy
will be considered under this sasideonly if the projectgjualify under at least one of the subsections
describedbelowandin the section of the QAP entitled “The Massachusetts Preservation Matrix”.
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In brief, onsors should evaluate proposed preservation projects in accordance with the subsections

below:

a)

b)

The housing is at risk of loss due to market conversigmically, projects qualifying

under this subsection will be existing affordable housing projects whose owners are able
either to opt out of the Section 8 subsidy contract or prepay the existing mortgage
financed through HUD, MassHousing or Rural Development. addition, some
projects are reaching the end of their 30 or 40 year governmentally financed mortgages,
or governmental use restrictions. If these projects are converted to market, the units
will continue to exist, but will be lost from the Commonwealth’s inventory of affordable
housing. In some cases, this will result in the displacement of existing residents through
steep rent increases. Many of these projects are too valuable to lose. The replacement
costs would far outweigh the cost to the state res@rving the existing stock. In
general, projects will not be considered for funding under thiasde unless they can

be converted to market within 36 months. Rare exceptions may be made for particularly
valuable projects in the strongest marketare

The housing is at risk of loss due to physical condition or financial distlegsoject

in poor physical condition may be at risk of condemnation or other governmental action
to close the property. A property in financial distress has experieadedsscash flow
problems that willikely lead to foreclosure.DHCD will evaluate an application to
preserve a project in poor physical condition based on a capital needs assessment
included in theOneStop+submission. The assessment must describe how all the major
capital needs of the project will be addressed. Applications to assist projects in financial
difficulty must demonstrate that the financing, property management, and asset
management plans wibe sufficient to ensure the project’s ongoing financial stability.

In general, projects will not qualify for funding under this-asile unless the capital
needs assessment indicates a minimum rehabilitation expenditure of $30,000 per
housing unit.

Theapplication represents a timémited opportunity to purchase existing affordable
housing.In some cases, a preservatsgponsomay have the opportunity to purchase a
property due to a seller’s need or desire to sell at a particular time. A purchase under
Chapter 40Twould also qualify under this subsection. Whileey may represent
desirable transactions, projects qualifying as preservation projects under this subsection
generallywill rank lower than projects qualifying pursuant to subsections a ahd\e,

and only rarely will qualify focompetitivelyallocatedd% tax creditsor for 4% credits

with DHCD subsidy

The Department intends to award its most valuable resouircgading the 4% creditp the projects

that are at greatest risk of losstlmatrepresent an extraordinary opportunity to purchase and preserve
a valuable property. In addition to the threshold criteria in Sectipmn thecompetitivescoring
criteria in SectiorXll, the Department will take into account tfferiority Matrix for Preservation
Properties, included in SectiomX. The matrix has been revised for the 2017 QAP.

Within the preservation setside, the minimum project sizgill be twelve units, although the
Department expects that most or all applications in thtegory will represent fairly larggcale
projects. There is no maximum project size in this categdttyough the availability of resources may
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well restrict project sizeLimits on cost, basis, and allocation amounts are described in a later section
of this allocation plan. DHCD subsidy limits are described in the section of this plan entitled “The
CompetitiveScoring System”.

Sponsors seeking DHCD allocations within the preservatioasiéé should note that preservation
projects, like productionrpjects, must meet all eligibility and scoring criteria set forth in this QAP.
Preservation sponsors should note the Department’s ongoing commitment to sustainable developments

with an emphasis on projects located near major public transit as well asiexteetail and
commercial opportunities and services.

The Department recognizes that certain preservation transactions are too large to fit within the normal
funding limits yet represent projects of scale well worth preserving. From time to time, if resources
are available, DHCD is prepared to accept vemydacale preservation applications on a rolling basis.
Such applicationgypically must represenprojects that will includemore than 500 units.Such
applications also must include significant awards of local funds from the communities in which the
proects are located.

It is likely that some applications will be submitted for projects that include both production and
preservation units, as described in this plan. If the majority of the units in a project qualify for the
production setside, DHCD wil evaluate the project in the production category. Conversely, if the
majority of the units qualify for the preservation-astde, DHCD will evaluate the project in the
preservation category.

Non-profit set-aside:

Federal law requires that at least 10% of the credit availaB@liribe allocated to projects involving
“qualified non-profit organizations”. DHCD will meet the 10% requirement by allocating credit to
such organizationshrough the setaside categorieslescribed in this section.Historically, the
Department has allocated least halbf its 9% credit authority to qualified neprofit organizations.

To be considered a “qualified non-profit”, an organization must:

1 Meet criteria described in Section $0(3) or (4) of the Internal Revenue Code and be
exempt from payment of taxes under Section 501(a);
Have as one of its exempt purposes the fostering of low income housing; and

Not have a prohibited affiliation with, or be controlled by, agaofit organization, as
determined by DHCD.

1
1

DHCD will include in the tax credit application the necessary certification to substantiate qualified
non-profit status. DHCD will make the required nprofit determination after reviewing the
certification.

In orderto count toward the 10% saside, a qualified neprofit organization, in accordance with
Section42 of the Internal Revenue Code, must:

1 Own an interest in the project, directly or through a partnership; and
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1 Must materially participate (on a regular, continuous, and substantial basis within the
meaning of Section 469(h) of the Internal Revenue Code) in the development and
operation of the project throughout the tax credit compliance period.

In addition, qalified nonprofit developers- with or without material participation may have a right
of first refusal to acquire a tax credit project after year 15, in accordance with Section 42 of the code.

Whether projedfit into the production or preservati category, they must include characteristics that
make thenworthy of consideration by numerous housing and development stan@hedBepartment

is intent on allocating its extremely valuable resosiridge 9%and 4%credit, only to the strongest
possble applications. The following statements describe some of the characteristics the Department
seeks to encourage and reward through the scoring system, regardless of project type:

1 The project will fill a genuine, documented need, readily supporteddilable market
information.

1 The project will provide affordable family housingan area of opportunity

1 The project will include accessible units available to persons with disabititidsthe

sponsor will incorporate visitability features, to theest possible, throughout the
project.

1 The completed project will have a positive impact on the surrounding neighborhood.

1 The completed project will have characteristics consistent thtlCommonwealth’s
sustainable development principles.

1 The completed fject will contain elements of “green design” and will promote
conservation of energy resources.

1 Consistent with fair housing policies, the completed project will offer expanded

opportunities to racial, ethnic, and other groups protected under fair Hdasisr who
are underserved ithe community in which the project is located.

1 From an architectural perspective, ttmmpletedproject will be compatible with the
surrounding neighborhood.

1 The units, including the affordable units, will be wadisigned, darable places to live.

1 The completed project will include units reserved for individuals or families earning
less than 30% of area median income, including individuals or families making the
transition from homelessness.

1 The developer will have made evefjort to secure strong local support for the project.

1 The development team has the financial strength to carry out the project.

1 The development team has an excellent record in affordable housing development and
management.

1 Whether new construction oehabilitation, the intended scope of work is appropriate
for the proposed project

1 The total development cost of the project is reasonable, both in the context of industry
standards and in the context of public perception.

i The developer’s fee and overhead are consistent with the Department’s written
standards.

1 Specific categories of project costs are reasonable, including estimated hard costs,

estimated soft costs, and projected operating costs.
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1 The amount of public subsidy to be invested in the progecdsonable: typically, less
than $100,000 per affordable ynihless the project primarily is a special nesald/or
supportive housingroject.

1 No member of the development team will profit unduly from participating in the project.

1 The project meetsr@cognizable public purpose.

In addition, as described in Sectibof thisdocument, eachpplicationsubmitted irduring2017must
meet at least one of the four priority categories for funding and must have bempppreed for
submission by DHCD.

Section 1X. The Massachusetts Preservation Matrix

Background:

The Department of Housing and Community Development is atioreymember of the Massachusetts
Interagency Working Group (IW&pn preservation issues. Several years ago, as part of the effort to
prioritize preservation projects seeking scarce public resources, the IWG created a priority preservation
matrix. Broadly speaking, the goal of the matrix is to help various stakeheiddesstand which
characteristics of preservation projects best fit with the funding priorities of DHCD and other
Massachusetts public lenders.

In Massachusetts, the term “preservation” is used in a general sense to describe any occupied project

with an affordable housing component and use restrictions. But the characteristics of preservation
projects can vary significantly. The Commonwealth’s overarching goal is to preserve as many
affordable projects and units as possible. However, at any givenipdime, some preservation
projects, because of their underlying characteristics, are more in need of scarce public funding than
other projects. The preservation matrix is intended to set forth the characteristics that are most
important for funding dung a particular time period often the calendar year governed by the tax
credit Qualified Allocation Plan.

During 2016, the IWG revised the matrix, as attached, and also created a checklist which all
preservation developers will be required to submirder to request funding from DHCD and/or its
quastpublic affiliates. If preservation developers are seeking acquisition @tepedopment funds

from CEDAC, they will be required to smofit the checklist. Developergpplying to DHCD’s
competitive rainds and/or to MassHousing and MassDevelopment feexampt financing with 4%
credits also will be required to submit the checklist.

The matrix identifies which preservation project characteristics will be granted priority for funding
consideration frm the public lenders. However, it is important to note that priority status does not
guarantee funding for a given project. For example, all preservation projects seeking 9% or 4% credits

1 IWG members include Massachusetts Department of Housing and Community Development, MassHousing,
Massachusetts Housing Partnership, MassDevelopment, Community Economic Development Assistance Corporation
(CEDAC), Massachusetts Housing Investment Corporation, and the City of Boston.
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and/or other DHCD resources must conform to the various threstwoddscoring criteria contained
within the 2017 QAP.

The first section of the attached matrix identifies four priority eligibility criteria for preservation
projects in Massachusetts. As part of any funding consideration, DHCD and itpabigsiaffiliates

will rank each project based on one of the four priority criteria. Although many preservation projects
may meet more than one priority critam the public lenders will rank each project against a sole
criterion and will select the highest priority criterion for a given projd#a.project does not meet one

of the four priority criteria, it is highly unlikely that it will be considered fording from DHCD
and/or its quaspublic affiliates during 2017.

If a project meets one of the four priority criteria, DHCD and the eualslic agencies will use the
second section of the matrix to further evaluate the priority status of the projetverétathe
Commonwealth’s multiple preservation goals. The second section of the matrix identifies eight
additional priority criteria for preservation projects. As indicated, only those projects that meet one of
the four priority eligibility criteria wil be further evaluated against the eight additional criteria.
However, projects that meet one of the four priority criteria and several of the eight additional criteria
are likely to be considered for funding in 2017.

Examples of Preservation Decisions Based on the Matrix:
The following examples are intended to help stakeholders understand the matrix:

Project A is a 10@nit family preservation project located in a strong market with use restrictions
expiring in 2018. Despite the strength of the reirthe property is financially troubled, although able

to maintain loan payments. Using the first section of the preservation matrix, DHCD and #s quasi
public affiliates rank this project as a categhtigr | project (although the project also quaddias a
categonyl/tier 3). Moving on to the second section of the matrix, DHCD and its-gquésic affiliates
identify which of the eight additional characteristics apply to the project. Project A meets three of the
eight additional characteristics. Thsponsor intends to seek pievelopment and acquisition
assistance from CEDAC as well as funding through DHCD’s competitive rental round. The sponsor

is directed to complete the matrix checklist and to proceed with preparing various funding applications.

Project B is a 10@nit family preservation project located in a weak market with use restrictions
expiring in 2021. The project is in need of rehabilitation but is not at risk due to its physical condition.
The owner of the project typically is alile meet debt service covenant. The owner intends to seek
tax-exempt financing and 4% credits during 2017 in order to resyndicate and recapitalize the project.
However, DHCD and its quapublic affiliates make the determination that this project doeditnot
within any of the four priority funding categories of the matrix and should not be considered- for tax
exempt financing and 4% credits during 2017. Unless the availability of volume cap to support tax
exempt financing increases dramatically during ¢akendar year, resources will be insufficient to
support a preservation project that does not rank well against matrix criteria. DHCD and #s quasi
public affiliates strongly encourage the project owner to evaluate the feasibility of taxable financing,
including through one of the quasis.
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The preservation matrix, revised during 2016 for use during 2017, is included with thisnQAP
SectionlX. Sponsors of preservation projects should contact the Department to obtain the preservation
matrix checklist.
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TIER 1

TIER 2

TIER 3

Risk of Loss to Market
Conversion?

Ability to Increase Rents
Substantially Through
Conversion to Market
Housing.

Strong rental marketwith no
legalimpedimentsto conversion
to market rate

Market is strong enough for
potential conversion to market. N
legal impediments to conversion t
market rate

Weak market, legal
restrictionsor inabili ty of
project to competefor market
ratetenants

Risk of Loss Due to
Physical Condition?

Imminent |oss due to
condemnation proceedings or
governmental action to close the

property

Probable |oss of the property in next
2-4 years due to condemnation or
government actianS ignificant
cock and safety issues

Possbili ty of condemnation or
governmental action, but not
for several years

Risk of Loss Due to
Financial Viability*
Analysis based on 3 years |
financials.

Lender hasdeclareda default
due to financial distress

Property is not current on loanor
covenants due to financial issues
but no default hasbeen declared

Property is financially
troubled, but able to maintain
loan payments

ELIGIBILITY CATEGORY

v

Unique Acquisition
Opportunity®

Unigue oppotunity to purchase
aproject at a below-marketprice
due to seller motivations, or
opportunity as 40T designee

Saleprice basedon present value of
reduced income stream — value will
increase as expiration date
approaches

Property for sale— no
particular economic benefit to
purchase at this moment

Project iseligible for funding primarily under Eligibility Category

and qualifies as Tier _.

2 Need to evaluate regulatory issues, marketability of prajectyersion costs, owner mission, etc.
3 Factors to consider: Year facility whsilt, number of years since last rehab, annual replacement res. Contribution, total reserves balance
4 Factors to consider: vacancy, municipal liens, sponsor financial canditioperty management quality
5 Availability of non-state resources to take advantage of the opportunity is important.
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Timing Section 8 ELI® Units | Riskof Relationship Scale — | Area of Opportunity® Neighborhood
of Risk Assistance’ | at the Tenant of Project to Numbe Revitalization
Factor® Project Displacement® | % of r of
Affordable Units
Housing in
Municipality
10
In aneighborhood or community with a | Projed is part of a
low concentration of poverty (below compehensive
< 15%) basedon U.S. Deot. of HUD data | neighborhood
™ - and that offers accessto jobs, health revitalizationplan or
L | £ |Lessthen | Mostly High%of | No tenant > 30% >100 | care,high- performing school systems | initiative and islocated
~ | £ |3yeas | Setion8 | ELlunits protectons higher education, retailand commercial | in a Difficult to
w enterprise, and public ameniti es; OR Develop Area (see p.
- other similar indicesof opportunity ____ofthe QAP) or a
> consistent with DHCD fair housing Qualified Census Tract
- principlesand pdlicies
E In aneighborhood with access Project is located in a
O to hobs, health care, high performing Difficult to Develop
E ® schodls, higher education, retail and Area (see p. ___ ofthe
S Some Some ELI Some tenants commercial enterprise and public QAP) or a Qualified
o -g 3-7 years Sectbn 8 units protecied S Ay ameniti es, and/or providesresources Census Tract
< on-site or within the immediatearea
that addressthe lack of any such
elements

6 Risk factors that are imminent have a higher priority than risk factors further in the future

"Includes RAP, SUP, Mod Rehab, PRACdaection 521. Recognizes value of federal subsidy

8 ELI = extremely low income

9 Relates to existing tenant income profile and the protections in the event of a significant rent increase
10 0Only relevant for towns, not cities
11 Seeadditional sectionsf the QAP for further informatian
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Lower

More
than7
years

No Sectbn
8

No ELI
Units

Vouchers
(regular or
enhanced)

for all tenants

<10%

<10

Doesnot addessinvesment in
Area of Opprtunity

Not located in a
Difficult to Develop
Area or Qualified
Census Tract
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Section X. Recommended Cost Limits; Caps on Eligible Basis; Cap on
Allocations Per Project

The Department, its quapublic affiliates, and members of thelassachusettdevelopment
community engaged in extensive discussioeisveer?013and 201%n how best to manage costs in
LIHTC and otherpublicly fundedprojects. Informed by these discussions and careful analyises
Departmentn 2015implemenedthe following“Total Residential Development Cost Liniiter the
spring2017funding round and for other projects seeking funding@0a7. The limits will applyin
2017as well-- to all rental projects funded by DHCD with any of its rental resources.

Production Project (Residential TDC/Unit)

Outside Metro Boston*
Single Room Occupancy/GrougHomes/Assisted

Living/Small Unit** SupportiveHousing $199,000
Suburban/RuraAreawith Small Units $279,000
Suburban/Rural Area* with Large** Units $319,000
Urban* Area with Small Units $35,000
Urban Area with Large Units $37,000
Within Metro Boston*

Single Room Occupancy/GroufHomes/Assisted

Living/Small Unit SupportiveHousing $259,000
SuburbanArea with Small Units $329,000
SuburbanArea with Large Units $349,000
Urban Area with Small Units $379,000
Urban Areawith Large Units $399,000

Preservation Project

(Residential TDC/Unit)

Outside Metro Boston*
Single Room Occupancy/GrougHomes/Assisted

Living/Small Unit SupportiveHousing $139,000
Suburban/RuraArea, All Unit Sizes $199,000
Urban Area with Small Units $2,000
Urban Area with Large Units $219,000
Within Metro Boston*

Single Room Occupancy/GrougHomes/Assisted

Living/Small Unit SupportiveHousing $189,000
Suburban/Rural Area, All Unit Sizes $229,000
Urban Area with Small Units $299,000
Urban Areawith Large Units $299,000

*See the mapcontainedn Appendix B to determinethe propergeographiccategoryfor eachprojectbasedon its location.
**| arge Unit projects musthave anaverageof at leag two bedroomsper unit or consistof at least 65% two or more bedroom
units and 10% threeor more bedroomunits. All other projectsare consideredSmall Unit projects.
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Sponsors should note the following: DHCD reserves the right to deny a tax credit award to any
project deemed to be too costly.

Additional limitations for competitively allocated credits: Even if an application is accepted for
review with costs higher than the recommended limits, DHCD typigallycap the project’s eligible

basis. For the purpose of this QAP, DH®pically will cap the allowable eligible basis in the
production setsice at $250,000 per assisted unit for projects within the Boston metro area and
$200,000 per assisted unit for projects outside the Boston metro area. piCaly will cap the
allowable eligible basis in the preservationasitie at $175,000 per asstbtenit.

To determine the amount of tax credits for which a production project within the Boston metro area is
eligible, the sponsor must multiply $250,000 in maximum basis times the number of tax credit units
times 9%. The sponsor of a preservatiorjgmomust multiply $175,000 in maximum basis times the
number of tax credit units times 9%-or example, a 30 unit 100% tax credit production project

within the Boston metro area will be eligible for $675,000 ($250,000 * 30 * .09 = $675,000). A 30

unit 100% tax credit production project outside the Boston metro area will be eligible for
$540,000 ($200,000 * 30 * .09 = $540,000). A 30 unit 100% credit preservation project will be

eligible for $472,500 ($175,000 * 30 * .09 = $472,500). (While the examples above are based on a

9% credit calculation, sponsors should note that the federal legislation establishing a fixed

9% credit has not yet been enacted.)

Finally, in order to ensure equitable distributioinlimited tax credit resources, the Department has
established peproject limits for credit allocations. The Department has established $500,000 as the
maximum amount that can be awarded to an assisted living prdje@017, the Department has
estallished $1 million as the maximum allocation amount that typically will be awarded to other
projectsunder this QAP Requests for allocations greater than $1 million will be considered on-a case
by-case basis if the sponsor is able to demonstrate thetijpbtempact of the project and if DHCD has
sufficient credit to make a larger allocation.

Section XI. Threshold Criteria for 2017 Tax Credit Applications

During any 2017 competition DHCD, through its preapplication procesyill first establish that an
application meets at least oakfour priority categoies for funding, as described in Section | of this
document. DHCD then wiktvaluateeachtax credit application in accordance with threshold criteria,
followed by competitive scoring criteria totalin§82 points. Unless an application meets all the
threshold criteria set forth in this section, the Department will not review the application in the
competitive scoring categoriedn addition, each applicant must submit a narrative addressing

the project’s ability to satisfy the threshold requirements.

The thirteen threshold criteria that all applications must meet are as follows:

Threshold #1 Conformance with SeAside Categories
Threshold #2 Quality of Ste

Threshold #3 Evidence of Local Support or Local Processing
Threshold #4 Creditworthiness of Sponsor/Owner

Threshold #5 Evidence of Site Control
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Threshold#6: Identification of All Financing Sources

Threshold#7 Status of Compliance Monitoring @ther Tax Credit Projects

Threshold #8 Good Standing with Respect to Other State Housing Programs

Threshold #9 Commitment to a Thirtyfear Term of Affordability

Threshold #10 Tenant Supportive Services

Threshold #11 Inclusion of Units folExtremelyLow Income Persons or Families
Threshold #12 Consistency with th€ommonwealth’s Sustainable Development Principles
Threshold #13 Fair Housing Narrative

The requirements included in each threshold criterion are as follows:

Threshold #1: Conformance with SeAside Categories

Each project submitteth a2017competitionmust meeat least onef four priority fundingcategoies

as well aghe criteria for either the production or the preservatioasiele. The production saside,
described in detail in an earlier section of this plan, includes a minimum project size\af units.

At least65% of the units in a proposed productiomjpct must have two or more bedrograsd at

least 10%of the units must have three bedroomiBHCD will permit exceptions on the number of
bedrooms only if efficiency or oAgedroom units are appropriate for the intended residents. (For
example, assistedsing projects primarily will include efficiency or oAgedroom units and will not

be subject to the twbedroom requirement. An exception to the bedrooms requirement also will be
made for single room occupancy projects.)

The preservation setside ale is described in detail in an earlier section of this plan. The minimum
project size in this category iwelve units. There is no maximum project size in this category. The
Departmeniencourages the preservationpsbjects that include units suitatfier families, butalso
encourages thpreservatiorof projects consigtg primarily of onebedroom units for rental by older
households. Other preservation projects are predominantly single room occupancy units for rental by
individuals with special needs

Threshold #2: Quality of Site

The quality of the site is one of the most fundamental aspects of any housing project. Like other
lenders, both public and private, the Department ideally wishes to fund only those projects in
outstanding locations, on gislemfree sites. However, in reality, many tax credit applications
represent existing, occupied residential properties located on sites that are acceptable, but not ideal.
Additional applications represent abandoned or distressed properties that fyeveyasoccupied by

tenants or homeowners. The sites of these properties also may be less than ideal.

The Department anticipates that sd20é 7applications will represent occupied or prexsty occupied

HUD properties. If DHCD were making the decisioon quality of site, it might not agree with the
decision already made by the U.S. Dept. of HUD. Since a whole class of applications includes sites
that have been accepted by the federal housing agency, DHCD has elected not to evaluate “site” as a
competiive category irR017.

However, every017application submitted for consideration still must include a site acceptable, by
Department standards, for the proposed housing use. Sponsors should review their sites in light of the
Commonwealth’s sustainableélevelopment principles outlined in Sectibof this QAP. Although site
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characteristics that are generally consistent with the sustainable development principles may be present
more often in urban areas, the Department believes that there are oppsrtémitihousing
development in all communities. Infill sites near services and transportation, buildings for adaptive re
use, former commercial or industrial sites, and other “smart growth” opportunities exist in rural and

suburban communities. The Depaent encourages the development of projects in such locations,
especially since such projects tend to offer greater opportunity to underserved racial and ethnic groups.

Before preparing &neStop+Affordable Housing Application, each tax credit sponsausth contact
DHCD’s tax credit staff to schedule a site review. The Department will presume that a site is acceptable

if it currently is the location of an occupied housing project, with no significant change proposed to the
tenant group to be served. wWever, DHCD staff will still conduct an esite assessment using, among
other measures, tl&mmonwealth’s sustainable development principles. To schedule a site review,
the tax credit sponsor should contact the Department at least one month priorctonghegition
deadline for submitting applications. With less than one month's notice, the Department may not be
able to conduct a site visit prior to the competition deadline.

Threshold #3: Evidence of Local Support or Local Processing

In an ideal worldevery affordable housing project would have the support of two key constituencies:
its neighbors and the elected leaders of the community. Unfortunately, many projects lack local
support, whether from the owners of abutting properties, local electeisifior both. In some cases,
support is withheld for good reaspin other cases, support is unreasonably withheld.

In general, DHCD encourages applications from tax credit projects that have full local support.
certain circumstancespansors my submit applications for DHCD’s credit authority for projects that

are not locally supported. If a sponsor/owner cannot demonstrate local support, he or she must instead
demonstrate through a written narratineluded inthe OneStop application substgial efforts to

respond to local concerns and obtain the chief elected official's supfddH.CD is not satisfied that

the sponsor/owner has made every reasonable effort to obtain support, the Department will reject the
tax credit application.

With respect to local contributions, numerous projects submitted for tax credit consideration are located
in municipalities that have their own funds through federal sources (i.e. Community Development
Block Grant monies, the HOMEBErogram etc.), or through other sources. For projects located within
such municipalities, DHCypically requires a local contribution of funds in order for the project to
receive tax credit consideration.

Threshold #4: Creditworthiness of Sponsor/Owner
The Department will accept tax credit applications from sponsoring entities that are creditworthy by
DHCD standards. The standards of creditworthiness include the following:

1) The debt obligations of a partner or other principal of the sponsor/develograeiati
the proposed mortgagor/owner entity are paid current;

2) No liens exist against property owned by the partner or other principal;
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3) The partner or other principal of the sponsor/developer entity and the proposed
mortgagor/owner entity has not fadléo respond to a public filing such as a lien or a
judgment;

4) The sponsor/developer entity and the proposed mortgagor/owner entity (including any
affiliates) have not experienced any event(s) of foreclosure over the past five years.

5) The sponsor/developer entity and the proposed mortgagor entity (including any
affiliates) have not declared bankruptcy.

In general, a corporation will not be considered creditworthy if there are tax liens against the
corporation, its affiliates, its sulosaries, or its properties. In addition, if there is a bankruptcy lien
against the corporation, it will not be considered creditworthy. DHCD also will determine whether a
corporate sponsor is current in payments to its creditors and will requirefizaiertihat all state tax
payments are current. The Department will require that a sponsor certify that all of the standards of
creditworthiness listed above have been satisfied as part d@riEstop+ application submission
package.

DHCD will examinethe financial strength of a project sponsor using financial statements submitted
by the project sponsor. Financial statements must be no more than one year old. An audit will be
required for corporations, but not individuals.

Criteria for financial reiew include the following: The current ratio (current assets divided by current
liabilities) must be greater than one. The liabilities to net worth ratio must be less than four. Net worth
must be positive, and there must be no “going concern” issue raised by the sponsor’s auditors or
reviewers. DHCD staff will ascertain whether the amount of unrestricted cash on hand appears
sufficient to cover fixed operating expenses. Sponsors may submit explanations for variations from
these criteria, and DHCD wiltonsider these explanations in assessing the financial capacity of a
project sponsor.

DHCD is considering entering into a Memorandum of Understanding (MOU) with the Internal
Revenue Service in order to obtain tax information useful in determining aricaappl
creditworthiness and good standing with the agency. If an MOU is executed 808igDHCD
reserves the right to require that all tax credit applicants complete Form 8821, Tax Information
Authorization (Rev. 98), naming DHCD as the appointeaé¢geive tax information.

Threshold #5: Evidence of Site Control

The project sponsor must be able to demonstrate full control of all land and buildings included in the
project through a fully executed agreement such as an option agreement, a pursélasggpeement,

or another similar instrument. The instrument demonstrating site control must include a sales price
and an expiration date. The expiration date of the instrument should extendsax leesithdeyond

the tax credit application deadlin®wnership of a note and assignment of a mortgage when combined
with other factors may constitute full site control in certain limited circumstances.

The “Competitive Scoring System” section of this plan discusses the IRS Code requirement for
incurring costs which meet the salled ten percent test. Property acquisition often serves as a
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substantial portion of these costs. If a project sponsor receives a tax credit reservation and later cannot
meet the ten percent test, DHCD risks losing the creditsorder to avoid this potential outcome,
DHCD attempts to ascertain that sponsors have full site control of all properties included in their
respective projects.

The Department will consider atelevant circumstances in determining whether the suatrol
threshold has been satisfied.

Threshold #6: ldentification of All Financing Sources

In the OneStop+Affordable Housing application, the sponsor of each tax credit project must identify
funding sources sufficient to cover all development and operating costs. The sponsor may not be able
to submit firm financing commitments for all sources by the apphicasubmission deadline.
However, at minimum, the sponsor must submit documentation demonstrating a strong interest from
each financing sourceAll sponsors are expected to submit strong letters from lending sources and a
tax credit syndicator or investo During 2017, DHCD will place particular emphasis on the letters

from syndicators and investors.

Threshold #7: Status of Compliance Monitoring of Other Tax Credit Projects

Many development team members submitting projects2fait7 consideration previassly have
participated in the development of tax credit projects that now are occupied. These projects may
already have been monitored to determine compliance with Section 42 of the Internal Revenue Code.
DHCD will not accept2017 applications for tax edits if the proposed development team includes
members who are affiliated with existing projects for which Forms 8823 (“Low income Housing Credit

Agencies Report of Noncompliance™) have been issued for material and/or continuing non-compliance.

In additon, DHCD maydecidenot to accept applications from developers of tax credit projects
financed in previous years with outstanding compliance monitoring fees due to the agency. These
restrictions apply to all members of the development team. (Ownership and management of a project
constitute an affiliation.) Before submitting2@17application, a sponsor/owner must verify that all
team members can meet this threshold requirement.

Threshold #8: Good Standing with Respect to Other State Housing Programs

Many development team menmbesubmitting2017tax credit applications have participated in other
DHCD-assisted projects. All key members of a development team s@éKitpax credits must be in

good standing with DHCD with respect to other DH@8sisted projects. As one examphany tax

credit developers have used state HOME assistance. If a developether key team member
participated in a statassisted HOME project that has been monitored and determined to be out of
compliance, DHCDOmay decidenot to accept &2017tax credit application from a team that includes
this team member.

As another example, if a key team member has not made satisfactory progress on an earlier DHCD
assisted project, the Department ndegline toaccept &2017tax credit application that inclugehis

team member. Developers of tax credit projects financed by DHCD in previous years will not be
considered in good standing with the agency unless compliance monitoring and/or tax credit processing
fees have been paid in full for all their existingpjpcts. Before submitting 2017 tax credit
application, the sponsor/owner must determine that the following members of the team are in good

Page33of 119



Massachusetts LIHTC
2017Qualified Allocation Plan

standing with DHCD: consultant; architect; contractor; management agent; attorney. Obviously, the
sponsor/ownerlso must be in good standing with DHCD.

Threshold #9: Commitment to a Thirtyear Term of Affordability

The sponsor/owner of ea@®17 application must commit to at leasB&yearterm of affordability
(45years if applying for Massachusetts State Lloawome Housing Tax Credits)With respect to
affordability, the sponsor/owner must commit:

1 To maintain the tax credit project as low income rental housing for at least 30 years
(45years if applying for Massachusetts State Low Income Housing Tax Qyeuids
1 To offer to the state an opportunity to present a “qualified contract”, as such term is

defined in Section 42 of the Internal Revenue Code, for the purchase of the project after
expiration of the term of the Agreement.

Each tax credit projecvwner will be required to sign a Tax Credit Regulatory Agreement and
Declaration of Restrictive Covenants (“the Agreement”) before receiving the IRS Form(s) 8609. In

the Agreement, the owner will be required to submit to DHCD a written request one j@a& be
expiration of the term of the Agreement (i.e., applicable term of affordability) for DHCD to procure
such a qualified contract.

Threshold #10: Tenant Supportive Services

Sponsors of some tax credit projects, including assisted living projects@iPl MI projects, provide
extensive supportive services for their tenants. The cost of services at assisted living properties and
HOPE VI projects is part of the total development cost of the proj8cisie sponsors also are able to
secure service fundinfyjom private or federal sourcesAt other tax credit projects, developers
especially nofprofit developers- work with neighborhood groups, churches, local schools, and local
employers to attempt to create opportunities for their tenants. The services ultimately available at these
prgects are not part of total development cost but may prove highly beneficial to both tenants and
owners over time. In th2017Qualified Allocation Plan, DHCD is requiring each applicant for credit

to provide a narrative with th@®neStop+ funding applicabn describing services available in the
community to the existing or future tenants of the project. Developers do not necessarily have to pay
for the services, but must identify the services and indicate how they will notify tenants, on a regular
basis,of opportunities fofurthereducationemployment training, and other important services.

In 2017, the requirement that services be provided will be mandatory for developers of senior housing.
Any developers seeking funds for senior housing projecEOiry must provide a highigeveloped
service plan for the tenants who wille in the project. The Department wishes to ensure that this
potentially vulnerable populationongoing and increasingly frail seniorss provided with housing,

but also withservices necessary émsure their safety armhhance their quality of life.
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Threshold #11: Inclusion of Units foExtremelyLow Income Persons or Families

DHCD requires sponsors 80179% tax credit applications to reseraeleasten percent of theotal
number of units in their projects for persons or families earnmgnore tharB0% of area median
income. Sponsors seeking allocations of 4% credit for primarily affordable projects will be required
to reservat leasten percent of the total numbafrunits in their projects for persons or families earning
no morethan 30% of area median income. If a sponsasisgtax exempt financing and 4% credits
for a mixed income project with at least 50% of the units at market rates, the sponsor nuesfi@ser

of the total affordable units for persons or families earmagnorethan 30% of the area median
income.

Threshold #12: Consistency with tHe 0 mmo n w eSaidtatndibi@ Bevelopment Principles

The Commonwealth’s sustainable development principlegl be applied as a threshold for projects
seeking state funding from DHCD and its partner entities. A listing of the principles can be found on
pages seven and eiglff this document.

Threshold # 13: Fair Housing Narrative

Each sponsor must provide a narrative describing how the project location and type, tenant selection
plan, and other applicable policies and procedures will further the Department’s Fair Housing
Principlesasprovided in AppendiX. The narrative also shta clearly describe the efforts that will

be made to ensure affirmative fair marketing and outreach to those households and individuals least
likely to apply for the affordable units within a project.

Each tax credit applicant must submit a narrativeaseliag the project’s ability to satisfy all threshold
requirements listed above and on the preceding pages.

Section XII. The Competitive Scoring System

Duringthewinter2017fundingcompetition DHCD will evaluate all tax credit applicatiotesconfirm

that they fit within at least onef four priority funding categoies established for the prapplication
process DHCD will further evaluate all applications in accordance witreshold criterialescriled

in the preceding sectipthen in accorance with competitive criteria, totalin@2 points. Applications

for projects that meet all applicable threshold criteria will be scored in two competitive categories
totaling 182 points. The two competitive categories are:

) Fundamental Project Chatadstics-- 100 points
1)) Special Project Characteristies32 points

As indicated, lte four priority funding categories and thdareshold criteria are set forth in preceding
sectiors of this plan. The components of the two competitive categories &vkoags:

Fundamental Project Characteristics

A total of 100 points is available in this category, which includes the five fundamental components of
any affordable housing project, regardless of type. The five fundamental components, valued equally
at 20points each, are:

A. Financial Feasibility
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Design

Development Team
Marketability
Readiness to Proceed

moow

Each of the five components of “Fundamental Project Characteristics” is described in detail below and

on the following pages. Every tax ciedpplication must score at least 12 points in each of the five
components of fundamental project characteristics. If an application scores fewer than 12 points in
any of the five categories, it will not receive an allocation of tax credits dafag Nor will the
application be evaluated for “Special Project Characteristics”. If an application scores at least 12 points

in each of the five categories, totaling at least 60 points, it will be evaluated and scored in the second
competitive category, “Special Project Characteristics”.

If a project is evaluated favorably and receivesléocation of creditiuring2017, the sponsor should
note that later modifications to the project may result ineveduation by the Department. If a project
is modifiedsubstantially, thallocation may be withdrawn.

A Financial Feasibility -- 20 points total; 12 points required minimum

The information contained in th@neStop+ Affordable Housing Application must demonstrate to
DHCD's satisfaction that the proposed projiscfinancially feasible during construction and after
completion. The sponsor/owner must include in the application solid evidence of financing
commitments from construction andermanent lenders. hE sponsor/ownemust include a
comprehensive letterf interest from a syndicatarr investor. The quality of the letter is of utmost
importance irR017 The sponsor/owner must identify sufficient financing sources for all project uses

in the OneStop+ application. The operating prformas included in thepplication must include
trending assumptions and debt service coverage acceptable by current industry standards and explicitly
acceptable to DHCD.

The amount of equity raised per tax credit dollar is determined by market forces and, therefore, is
subjectto change. Fo2017underwriting purposes, DHCD will assume that each project sponsor will
obtain $1.00per tax credit dollar available for development costs. In determining the financial
feasibility of the proposalf a developer is assuming an equigyse higher thaone dollay DHCD

will consider the adequacy of the developer’s fee and overhead to cover any gap that would result if an

equity raiseof only $1.00per tax credit dollar iachieved.

Sponsos seeking credit iR017are encouraged to refer to the Program Guidelines for the Low Income
Housing Tax Credit Program datéanuary2017for further details regarding recommended financing.
A sponsor/owner using assumptions that deviate from the DHC8mmended assumptionsish
justify such deviations to DHCD’s satisfaction.

As part of its financial feasibility review, DHCD will examine all costs for reasonableness, including
but not limited to the following: acquisition; construction costs; general development costs;
syndication costs; builder's profit, overhead, and gemegalirements; operating revenues, expenses
and cash flow. Projects which demonstrate significantly lower total development costs and/or
significantly reduced subsidy costs per unit will receive higher points in this cateoaddition,
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such projectsnay be eligible to receive points in the “Special Project Characteristics” category of this

QAP.

B. Design -- 20 points total; 12 point minimum required score

The design elements and the proposed scope of work fo28ackax credit project will be regwed

by architectsand/or cost estimators under contract to DHTIRe architects and/or cost estimators will
carefullyevaluatehe proposed scope of work and overall cost of the project to determine whether the
scope and costs are appropriate. In aglljitthearchitects and/or cost estimators will evaluate the
architectural aspects of each project to determine:

A

A

> > > >

Whether the project conforms with all applicable laws, regulations, code requirements,
including those specific to accessibility;

Whether the mject has incorporated certain aspects of “universal design” to increase

the usefulness of the project to the widest range of residents posablattached
checklist in Appendix);

Whether the architectural treatment is appropriate, given commnstaitgards and the
surrounding neighborhood, as well as the project site;

Whether proposed amenities are sufficient, appropriate for the target population, but not
excessive;

Whether the site layout and site design adequately address environmental issues;
parking needsrainwater managemenrdppropriate open space requiremgotgdoor
improvements appropriate for the target populatsitability, etc.;

Whether the owner/developer has incorporated energy conservation mehsitires
exceed those required Iiye Building Codeand whether the project complies with
energy efficient building envelope guidelines such as EPA’s Energy Star standards, for
appliance and light fixture selection as well as air sealing and insulation measures
which will result in bothgreater comfort andperatingcost efficiencies;

Whether the owner/developer has incorporated material selection consistent with
promoting a healthful interior environmental quality;

Whether the owner/developer has incorporated mechanical ventilatiasurae to
control humidity and promote good indoor air quality;

Whether the owner/developer has provided interior CO detectors as mandated by state
regulations;

Whether the project conforms to state and local endaedated regulations for water
conservatia requirements (1.6 dah toilets, lowflow devices, etc.) as well as storm
water retention/recharge. The sponsor should identify and advance water conservation
measures that go beyond state/local regulations;

Whether the ownerdeveloper has provided fosufficient construction oversight,
building envelope testing, and building system commissioning to ensure that the design
and efficiency measures are properly installed and adjusted.

Whether the owner/developer has employed effective cost manageciemgues in

the design process, including but not limited to Integrated Project Delivery methods,
significant involvement by the contractor early in the design processeftestive
building approaches (such as modular construction, innovative bue¢mpiawilding
materials, etc.).
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Project designs thahcorporate site planning, exterior envelppetailing and mechanical system
technologies to achieve energy efficiency are preferd@dmolition, renovation, and construction
processethat result in waste reduction and conservation of resources are preBarildthg materials
that are local in origimare durableincorporate recycled content,aroid toxic materials, are preferred.
Sponsors must submit the completed forms fourppendix| to demonstrate the measures that were
utilized to achieve high performance and efficiency.

Sponsors alsmustsubmit the accessibility checklist found in Appentir order to enabl®HCD’s
reviewing architects to better evaluate the accésgiproposed foeach project.The Department is
urging all developers to pagcreasedttention toUniversal Desigrand visitability. As reflected in
the modifications to Appendix, DHCD believesthat Universal Design andlisitability can be
incorpaated into numerous preservation projects without substantially increasing costs.

In order to be considered eligible for tax credit funding, all units should be builthvekdistinct
networks

A One network installed for phone using CAT5e or better wiring.

A A secondnetwork for data installed using CAT5e or better, networked from the unit
back to a central location (or a similarly configured wireless data network).

A A third networkfor TV servies using COAX cable.

Costs associated with installing the data network are eligible development cost expéetsesk
installationwill be a threshold requirement in the design scoring section. Sponsors of projects that do
not includenetwork instakitionin their plans and specifications may not be considered eligible for a
tax credit award.

In general, DHCD will follow the HOME Rental Program Guidelines and Regulations with respect to
the minimum unit and room sizes, minimum suggested countez,sgtag for tax credit projectdVith

respect to the rehabilitation of existing structures, these minimum standards are intended for guidance
and should be met wherever possiblbée Department recognizes that, in some cases, constraints such
as existig partitions, walls, plumbing, or excessive construction costs will prevent compliance with
these standards. If a sponsor determines that it is not feasible to comply with all the HOME standards,
he or she should provide an explanation in the tax crepliication.

During2017, DHCD will againrequire that each sponsor include in his or her application a construction

cost prdorma prepared by a qualified contractor or architect or a quatifiestruction cost consultant.

DHCD also will require that all sponsors of existing projects submit a letter from the primary lender
supporting the construction cgsteformand the proposed scope of work and confirming that such

costs cannot be funded in part through a mortgage ireréasddition, in accordance with industry
recommended practices, sponsors of projects applying for funding under the preservatsieset

must submit a capital needs assessment that adequately supports the scope of proposed improvements
to the Departrent’s satisfaction. A qualified, licensed architect or engineer must perform this study.

In cases where the developer and the general contractor are affiliated, a goatitiacelated third
party contractor, architect or qualified construction costsultant must preparestitonstruction cost
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preform Related party contractors are subject to the maximum allowable builder’s profit and overhead
and general requirements indicated in the Program Guidelines as well.

All sponsors should note thaturing 205, DHCD patrticipated in a design guidelines working group
with numerous industry and public lender participants. The City of Boston’s Department of
Neighborhood Development (DNBpnvenedhe working groumn behalf of the participating public
lenders Other publiclender participants included MassHousing and the Massachusetts Housing
Partnership. Several privasector architects and contractors also participated in the working group.
The primary objectives of the group were the following:

A To identify costsaving measures for all kinds of projects, regardless of location and
) construction type; and
A To agree to and produce a streamlined and simplified set of design guidelines for use

by the public lenders.

The streamlined and revised guidespencorporating approaches and saving costs, have been
completed angbosted on thevebsitesof participating agencies, including DHCDSponsors of tax
credit projects shoultbllow the revised design guidelines as they prepare applicabasigomit to
DHCD in 2017

C. Development Team -- 20 points total; 12 point minimum required score

The key members of the development team are the owner/developer; the consultant; the architect; the
contractor; the management agent; and the attorney. DHCD will releewackground of the key

team members to determine:

Prior successful experience in developing tax credit projects

Financial strength

Physical and financial condition of other properties developed by the sponsor/owner
Prior experience on other DHC&ssiseéd projects

Inclusion of SOMWBAcertified Minority/Women's Business Enterprise members on
the team as sponsor/owner; management agent; contractor.

Inclusion of SOMWBAcertified Minority/Women's Business Enterprise members on
the team as architect; attorneys; syndicators; accountants; consultants.

> D> D> > D>

The intent of this scoring category is to identify those teams capable of financing and developing
complicated tax credit projects and managing the projects successfully after completion and occupancy.
The scoring in this category will reflect whether members of the team currently own or manage troubled
properties. The scoring also will reflect whetimeembers of the team recently have been involved
with other DHCDassisted projects that have not progressed to DHCD's satisfaction. In addition, the
scoring will reflect whether the team includes members who are M/WBE certified in Massachusetts by
the Sate Office of Minority and Women Business Assistance (SOMWBA).

To determine the application score in this category, the Department will evaluate the capacity of each

key member of the team as identified in @m@eStop+ Sponsors of tax credit projectosid note that
they have two options with respect to identifying a general contractor:
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1) A sole contractor can be listed in tB@meStop-, and the Department will evaluate the
capacity of that contractor as part of the scoring process; or

2) The names ofip tothree possible general contractors can be listed iDtleStop,
and the Department will evaluate all three entities for scoring purposes. If the sponsor
chooses this option, the score for the contractor will be the average of the scores for
each of thehree entities listed.

Whether the sponsor chooses to make the final selection of a contractor before or after submitting the
tax credit application, certain subcontract bidding processes must be followed to the Department’s
satisfaction. If a generabntractor is selected before the project is submitted, the sponsor will have to
demonstrate at a later time that subcontractors were selected through a process demonstrating
competitive pricing of construction. This requirement will be a condition itatheredit reservation

letter. If the sponsor elects to choose a contractor after receiving a tax credit reservation, he or she
must select the lowest qualified bidder from a pool of at least three bidders and must document the
selection process to the px@tment’s satisfaction. Again, this requirement will be a condition in the

tax credit reservation letter.

Regardless of which approach the sponsor selects, the Department will require a submission describing
bidding procedures later in the tax credigess.

In order to ensure that management entities have adequate experience in managing tax credit properties,
DHCD reserves the right to require tax credit compliance training as a condition of its funding award.

D. Marketability-- 20 points total; 12 points required minimum

Unless a market exists for the proposed project, the project will Tai. sponsor/owner identified
in each 2017 tax credit application must include in the OneStop+ Affordable Housing Application
a detailed market study prepared by a qualified professional acceptable to DHCD. This Internal
Revenue Service requirement applies to all projects, whether production projects or occupied
preservation projects.

The National Council oHousingMarket Analysts (NEIMA) has adoptedlodel Content Standards
detailing its standards for definitions and conterd housing market study. Thestandardsan be
found on theveb at
http://services.housingonline.com/nhra_images/Final%20Model%20Content%20V%203.0.pdf

The Department will accept membership in the NCHMA organization as indication that the market
analyst is a qudled professional acceptable to the Department. DHCD strongly encourages sponsors
to direct their market analyst to produce a market study consistent with NCibtiel Content
Standards.

If, during the course of its review, DHCD determines that the rmaskely submitted with the
application is inadequate, DHCD will require the sponsor/owner to submit a new market study. An
application that includes a market study that does not confirm the viability of the proposed project will
in all likelihood not scag the minimum points required in this category. The market study included in
the application should address need and demand in the specific housing market, including typical sales

Paged40of 119


http://services.housingonline.com/nhra_images/Final%20Model%20Content%20V%203.0.pdf

Massachusetts LIHTC
2017Qualified Allocation Plan

prices, rental rates for various types of projects, vacancy rates. Tketsiady should include the
sponsor/owner's analysis of why the proposed project will be competitive.

As part of the determination of marketability, DHCD will conduct an independent evaluation of
housing need. This evaluation will investigate the proj@sarketability including whether the project
is located:

a) In a community in which the public housing waiting list exceeds, by a ratio of three to one,
the total number of existing federal and state public housing units available for the
proposed populain (not including units occupied by federal or state rental assistance
certificate holders)r

b) In @ community in which there is no public family housing; or

C) In a community where the rent burden is greater than 30%. Rent burden is defined as
the mediarpercentage of gross income spent on housing in the community in which the
proposed project is located.

Sponsors of projects for populations with special needs and/or persons with disabilities should carefully
address the anticipated demand for the prapgseject and the reasons why the project will be
attractive to the particular consumer group(Fhis requirement applies also to projects intended to
serve seniors.Sponsors of these projects must include a resident social services plan acceptable to
DHCD. (DHCD recognizes that some tenants will bring services with them, and the Department will
accept evidence of such servigeBHCD will place special emphasis on the market study for assisted
living applications. Given the marketing issues that sassested living projects have encountered,
DHCD may require significant additional documentation from sponsors of such projects. It has become
clear to the Department that assisted living projects are particalaliengingo market and operate
succeshllly over time. Sponsors of new assisted living projects will have to make an exceptional case
to the Department as to why their projects should be considered for tax credits and other DHCD
resources.

DHCD also will review every proposed project’s rent structure. In general, the proposed rents will be
compared to rents for comparable, unassisted units in the subject market. DHCD also may consider
such market factors as home sales, rentals, and average vacancy levels. Additional factors to be
evaluatedinclude, but are not limited to, the sponsor’s comparables submitted with the OneStop
application and/or market study information, newspapkst, etc.In determining the feasibility of the
projected rents, DHCD will use Section 8 contract rents ondatisfactory evidence of a housing
assistance payments contract is included withQheStop application. If an executed payments
contract is not included, DHCD will compare the proposed rents to the lower of the current HUD FMR
for the area or to comparable market rents for the area.

DHCD also will evaluate the sponsor/owner’s marketing and outreach plan. All sponsor/owners should
include a detailed plan with their respective applications. The plan must indicate in detail how the
sponsor intends to market to and attract underserved populations to the project, indicating persons with
disabilites and minority households.
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E. Readiness to Proceed -- 20 points total; 12 points required minimum

The sponsor/owner of each tax credit application must demonstrate to DHCD's satisfaction the ability
to meet the Internal Revenue Service Code ten percent test and to receive a carryover allocation in
timely fashion. The ability of the sponsor to attraam investor obviously is critical to readinesor

projects receiving a reservation of tax credits in the first half of the calendar2gédr the
sponsor/owner must incur costs, no later than the close of calend@fg$&awhich are more than ten

perent of the project’s reasonably expected basis. In keeping with recent amendments to the IRS

Code, a sponsor/owner receiving a reservation of tax credits in the second half of the calendar year
2017 will have an additional six months from the date of #04.7 carryover allocation obinding

forward commitmen(or until June30,2017) to meet the ten percent te3the Department recognizes

that ten percent test deadlines could be further extended but, at this time, has decided to extend the ten
percent tet deadline by six months, rather than long&ponsor/owners must include with the
OneStop- a narrative that addresses the proposed costs to be incurred in meeting the ten percent test
as well as an anticipated timeframe for meeting the test.

The OnéStopt application should include evidencesafbstantiaprogress in areas including but not
limited to land use and zoning approvals, environmental and historic reviews, ability to close on sources
of financing, and so onAll applications for projects seeking tax credits should include an ASTM
Phase One environmental site assessment for all properties in the project and any other applicable
environmental reviews including but not limited to lead, asbestos, and radog.testin properties
located in historic districts or designated as buildings having historical significance, the sponsor/owner
must include in a narrative the status of required historical approvals and evidence that the
Massachusetts Historical Commissimview process is underway or completethe Department
expects sponsors of historic projects to have received federaldparoval in order to be competitive

in the “readiness” evaluation. DHCD also expects sponsors requiring state historic credits to have
received a high percentage of the total requested allocation in order to be competitive in scoring
categories. A sponsor seeking tax creditsr a project that requires @mprehensive permit under
Chapter 40B shouldotethat the Department willat issue a reservation of tax credits until the sponsor

has been granted the comprehensive permit from the local zoning board of appeals and until the
requisite appeals period has ended.

During 2017, DHCD will give special consideration in this scoriogtegory to projects that were
submitted during a previous competition competitionsbut not selected for funding, if DHCD
determines that the project sponsors have addressed all issues that prevented them from receiving an
earlier allocation.

Special Project Characteristics

The Department has designed this scoring category to encourage and reward projects that include some
of the characteristics DHCD would most like to support in affordable housing projects. The points in
this scoringcategory are avible to projects that include the following special characteristics:

i Part of a comprehensive neighborhood planning effort
i Enhanced accessibility
1 Proximity to transit
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Inclusion of MBE/WBE members on the development team

Non-profit sponsorship

Persons wit disabilities as intended consumers

Special needs groups as intended consumers

Inclusion of market rate units in the project

Location in a community with less than 10% subsidized stock

Conformance with Section 42 Code preferences

Emphasis on environmentally friendly design

Location inarea of opportunity for families (jobs, services, good schools, etc.)
Official local support

=4 =4 =4 -8 _9_9_95_42_2°_-2

The Department values all of these project characteristics. The maximum points available per category
are described on the following pages:

A. Official Local Support -- 2 Points Maximum:

DHCD will award up totwo points to any application with a letter of support from the chief elected
official of the community to benefit from the tax credit project. Thapsut letter must specifically
endorse the proposed project. The number of points awarded in this category will depend, in part, on
whether the chief elected official commits local resources to the project and the extent to which the
chief elected officiboffers support and resources in furtherance of the Department’s Fair Housing
Principles provided in AppendiX.

B. Inclusion in a Comprehensive Neighborhood Revitalization Effort — 6 points maximum

Many proposals for tax credit projects are part ajim@orhood plans approved by municipal officjals
housing production plans approved by DHGDd/or comprehensive local plans designed to enhance
local residents’ access to jobs, education, and/or health care. The Department encourages the
submission oprojects in areas addressed by municipal or-stapeoved planer comprehensive local
planning DHCD will award points in this category as follows:

1 2 points for projects to be developed in locations included in formal neighborhood plans,
with revitalization componentsnhancing access to jobs, education, and/or health care
that either have beapproved by the chief elected official of thest municipalityor
have been developed with significant, demonstrated community, wihtidentified
resourcedgor revitalization The formal written plan must delineate the neighborhood;
shouldidentify properties to be demolished or rehabilitaiadsites to be redeveloped,;
and musprovide information orcurrent and proposeatcess to mass transittai and
commercial opportunities, and necessary seryied must describe in detail the ron
housing revitalization components, including a timeline and plan for completion

1 2 additional points if the project described above is sponsored by a comiipasety
non-profit entity certified by DHCD as @ommunity Development Corporatiamder
the provisions of Chapter 40H

1 2 points for a project to be developedaitocation incluéd in a housing production
planapprowed by DHCD’s Division of Community Services; or two points for projects
to be developed in approved “Priority Development Areas” as determined by state
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agencies ineiding MassDOT and the Executive Office of Housing & Economic
Development.

Please note that projects will nbe eligible for paits for the “inclusion in a comprehensive
revitalization effort” section unless the sponsmnsentdo enter intoa written agreement with DHCD

to evaluate om regulambasisthe effects of thelevelopment on the surrounding neighborhodbese
reports will includegenantincome demographicas well ageports on othecommunity revitalization
investments in the limited geographic greancentrating on the investments potentially generated in
part or in whole by the presence of the teedd project

C. MBE/WBE Membership on the Development Team -- 6 Points Maximum:

If the project sponsor, general contractor, or management agent is certified by the State Office of
Minority and Women Business Assistance (SOMWBA) as a Minority Businetsise (MBE)
organization or a Women’s Business Enterprise (WBE), DHCD will award six points in this category.

If another key member of the development teanthe architect; the developer's consultant; the
attorney; the accountant, the syndicatas SOMWBA-certified as MBE or WBE, DHCD will award

a maximum of three points in this category. (It is important to note that six points will be awarded only
if the sponsor, contractor, or management agent is MBE or WBE certified by SOMWBA.) No points
will be awarded for development team members who are certified in trades not to be used at the
proposed project nor will points be given for any subcontractors who are not under contract with the
owner. All SOMWBA certifications must be current in order fordpelication to receive points.

D. Non-Profit Sponsorship -- 5 Points Maximum:

Section 42 of the Internal Revenue Code requires that each allocating agency award at least 10% of the
annual credit available to projects sponsored byprofit organizations In addition to meeting the
Section 42 requirements, DHCD wants to encouragepnoiit sponsorship of tax credit applications.

These applications often represent commubéged projects that have strong local support and are
critical to the redevelopent of troubled neighborhoods.

In an ongoing effort to encourage qualified faofits to develop affordable rental housing, DHCD
will award points within this category as follows:

5 points for a noiprofit sponsor that has been certified by DHCD aaamunity Development
Corporationunder the provisionsf Chapter 40H The sponsor must have the ability to develop a
complex affordable rental housing project, either throughomse staff or through consultants
expected to serve the project throwgimpletion into occupancy.

3 points: If a project is sponsored by a nprofit organization that previously has sponsored and

successfullycompleted at least two LIHTC projects in Massachusetts, DHCD will award three points
in this category.
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E. Persons with Disabilities or Special Populations as Intended Consumers — 8 Points

DHCD will award points in this category to projects that offer units for persons with disabilities
integrated into larger project®HCD will award up to eight points to projectattoffer no more than
15% of the total number of units for persons with disabilities, either individuals or families with a
household member with disability. The points will d@ardedonly if the project design, amenity
package, and services are apprajgfor the population to be servedSponsors should note that
approvalfrom the Executive Office of Health and Human Servig#isbe required before DHCD can
provide certain subsidy funds to support tax credit projects with units for persons witlitohsabi

DHCD also will award points in this category to projects that serve other populations in need of support
services. DHCD is a member of the Governor’s Interagency Steering Committe®n Supportive
Housing (SH) and was instrumental in helping aehitheCommitteés three-year goal of creating
1,000SH units in less than two years. 2017, the Department will continue its financial assistance to
supportive housing projects. Under this QAP, DHCD will provide up to eight points in this category
for projects that provide units with services that are appropriate for special populations, including but
not limited to homeless veterans, other homeless individuals or households with identified special
needsincludingfrail elderly to be served in assstliving facilities. The points will be awarded only

if at least 20% of the units in the project are reserved for a special population and if the project design,
amenity package, and services are appropriate for the population to be served.

F. Inclusion of Market Rate Units in the Project -- 6 Points Maximum:

The Department will award six points to a tax credit application that includes at least 50% market rental
units. Three points will be awarded to a project with at least 25% market rental €D will

award points in this category only if the marketing information presented by the sponsor and confirmed
by the Department supports the proposed mix of market and affordable units.

G. Location in an Area of Opportunity-- 14 Points Maximum:

For puposes of allocating the credit 2017 DHCD will continue usingfour priority funding
categories, including location of a family project in an “area of opportunity”. The Department defines

an area of opportunity in part as a neighborhood or commuriityanielatively low concentration of
poverty based on U.S. Department of HUD data. In addition, DHCD identifies an area of opportunity
as a neighborhood or community that offers access to opportunities such as jobs, health eare, high
performing school systs, higher education, retail and commercial enterprise, and public amenities.
To determine whether a location is an area of opportunity, sponsors should use publicly available data
such as employment statistics; location near mass transit, green sphother public amenities;
educational testing data; and so on. Sponsors also should confirm with DHCD that their evaluation of
an area of opportunity is consistent with the Department’s evaluation, since the Department will make

the ultimate decision.

To be eligible to receive points within this category, a fammiysingprojecttypically must be located
in acensus traatvith a povertyratebelow 1%4. Projects located in municipalities with overall poverty
rates below 15% may also qualify for poimtghin this scoring categoryOn a case by case bass,
its solediscretion,the Department will permitertain projects toeceive points in this categoifythe
poverty rate in the census tractdbr themunicipality is 15% or highers long atheproject is located
in an area with compelling attributes that make the location desirable to renters.
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To be eligible to receive points within this category, a famdysingproject also must include certain
design characteristics: the project must be configured to contain at least 65%¢drmeom or larger

units and at least 10% thrbedroom units, unless either percentage is demonstrated to be infeasible
or unsupported bgublic demand.

If the thresholds described above have been met, DHCD will award points within this category as
follows:

Up to 8 points for strength of public school system:

Points will be awarded to family housing projects as follows based on tbenpsge of 10th grade
students that score in the Advanced or Proficient categories using an average of the 3 MCAS tests
(English Language Arts, Mathematics, and Science and Technology Engineering) as available at
http://profiles.doe.mass.edu/state_repocés.aspx:

90% or above: 8 points
85% or above: 6 points
80% or above: 4 points
75% or above: 2 points

Up to 6 points for access to employment:

Points will be awarded as follows based on the proximity to jobs of the municipality in vitgch t
family housing project is located as defined by average vehicle miles travelled by commuter as
available at http://www.mass.gov/hed/housing/affordaipdmt/low-incomehousingtax-credit
lihtc.html:

5 miles or less: 6@nts

7 miles or less: 4 points

9 miles or less: 2 points

Up to 2 points for access to higher education:

Two points will be awarded within this category to fantilgusingprojects located within two miles
of community colleges and/or state colleges/universities within the Univarkityassachusetts
system

Up to 2 points for access to health care:

Two points will be awarded within this category to fanilyusingprojects located within one mile of
a major health care facility, such as a hospital, an urgent care center, or a neighborhood health clinic.

The maximum number of points awarded in this category will be 14 points.

H. Conformance with Section 42 Code Preferences -- 3 Points Maximum:
In this category, th&otal number of points available to any projecthisee
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Extended Term of Affordability -- 3 Points Maximum

DHCD will awardthreepoints in this category to applications whose sponsors comatiétm

of affordabilityof 50 or more yearsThe extended term of affordability will be included in the
project’s regulatory agreement. If a project receives points in this category, DHCD will not
permit the term of affordability to be reduced at a lateed

Lowest Income Population to be Served -- 3 Points Maximum

DHCD will awardthreepoints in this category to projects whose sponsors commit to renting at
least 15% of the tax credit eligible units to individuals or families with incomes at or below
30% ofareamedian income. If a project receives points in this category, DHCD willreequ
the sponsor’s commitment to be included in the project’s regulatory agreement. Units intended

to count towards this setside must be clearly identified in the application in order for the
project to earn points in this category.

Projects Located in Qualified Census Tracts -- 3 Points Maximum

DHCD will awardthreepoints in this category to a project located in a qualified census tract,
the development of which contributes to a concerted community revitalizationnmarding
investment in jobs, education, and/or health cahsternal Revenue Code (d)(5)(C)(ii)
defines “Qualified Census Tract” as any census tract designated by the Secretary of HUD in

which 50 percent or more of the households have an income less tharcé0t of area median
gross income or, in certain instances, there is a poverty rate of at lg@st@st. A concerted
community revitalization plan may be formally adopted by a municipality or may be an action
plan developed by the project sponsocantact with one or more organizations within the
community, provided that it addresses proposed investments in the community to improve
residents’ access to jobs, education, and/or health care.

Emphasis on Environmentally Friendly Design and Enhanced Accessibility—26 Points
Maximum

DHCD will award up to 26ointsin this category for projects that meet the following design
criteria.

Energy Efficient Envelope Design—>5 Points Maximum

DHCD will award up to five points to projects where the exterior epeshas been insulated
beyond requirements of tHeseBuilding Codeor the stretch code in communities where
adoptedachieving valueacceptable to the Department

General-
A Provide continuous air infiltration barrier around the insulated perimeter, with
all joints sealed, including terminations at roof, windows and doors.
A Install spray foam (minimally expanding) to seal and insulate around all doors
and windows, and at framg joints.
A Confirm effective aiWsealing measures by commissioning an independent

blower door test. Results should show air leakage of less than 8 ACH50. Submit
test results at the time of cost certification.

A Confirm that adequatieesh air and exhaust govided throughout in order to
maintain healthy air quality.
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Efficient Building Systems—>5 Points Maximum
DHCD will award up to five points to projects that include the following in their plans and
specifications.

A

> > D>

Installation of boilers with an efficiency 085% or more, or furnaces with an
efficiency of 90% or more. Install controls and heat distribution systems that
allow operation of the boiler or furnace at peak efficiency.

Installation ofthermostats with an upper limit o5 @degrees Fahrenheit.
Installation ofhigh efficiencydomestic hot water system.

No central airconditioning systems unlesgry high efficiency If local AC

units are installed, electricity must be individually metered.

Where applicable, prosion of automatic lighting controls controlled by
occupancy and/or lighting conditions.

Installation ofwater conservation measures beyond those required by building
code including both domestic water system components (low/no -usger
appliances and fixtures) agell as water recapturing systems (rainwater for
irrigations,gray waterecycling systems, etc.).

Healthy Indoor Air Quality—4 Points Maximum
DHCD will award up to four points to projects that include the following in the plans and

specifications.

A Ducted provision of fresh air @partments.

A Installation ofkitchen exhaust fans ducted to the outside.

A Provision ofcontinuous or intermittent mechanical ventilation of interior living
spaces using bathroom exhaust fans.

A Useof only low-VOC or naVOC pants, coatings, and adhesives. Ventilate the
building during initial curing period.

A No installation ofcarpet, or usef carpets specifically designed to eliminate off
gassing. Useof only low-VOC carpet adhesives, or instlbn with tackless
strips. No installation of carpets in areas of the building exposed to heavy
pollutant load.

A Avoidance ofinterior products made with formaldehyde or ufeanaldehyde
binders.

A Provision ofseparate air exhaust systems for any building areas where janitorial

or mantenance chemicals are to be stored.

Site Design—4 Points Maximum
DHCD will award up to four points to projects that include the following in the plans and
specifications.

A

Where possible, orieation of buildings and structures to maximize energy
efficiency and thermal performance. Consadiem ofbuilding proportions as
well as solar, wind, vegetation and other factors.
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A Installation of systems for the control of roof/site rainwater via groundwater
) recharge and/or controlled release into municipahssewer systems.
A Useof native landscape plants that are drought toler&vibidance ofplants

that are on the Massachusetts Invasive Species lisbfusgive grounecover
plants in lieu of grass where appropriate. Pregem ofexisting trees wher
possible.

A Minimization of light pollution of the night sky by avoiding owghting
outdoor spaces and by directing lighting toward the ground plane.

A Planing of fastgrowing deciduous trees along the south side of the buildings
) and paved surfaces togmide summer shade.
A Installation ofcovered bike racks.

Renewable Energy—2 Points Maximum
DHCD will award up to two points to project that include any of the following in the plans and
specifications.

Wind energy

Stationary fuel cells
Hydro-electricpower

Solar Photovoltaics

Solar thermal collectors (hot water)
Landfill gas

Bio diesel

To I I 3> 3> > D

Enhanced Accessibility—6 Points Maximum
DHCD will award up tosix points to projects that incorporate any of the following into their
plans and specifications.

A 5% ormore Group 2 units (minimum 1 unit) in developments otherwise exempt
from this requirement.

Group 1 units in adaptive reuse projects in existing buildings where Group 1
units are not otherwise required.

In projects that consist of 1 or 2 family dwellingsminimum of 5% Group 2
units.

5% of units outfitted with devices for vision or hearing impaired residents.

In Group 2 units, two accessible means of egress that are not an exit stairway
with areas of refuge.

Provision of features of Universal DesitgeeAppendixl, Part B)

Provision offeatures of Visitabilitsee Appendix, Part C)

> > >

> >

J. Proximity to Transit—6 Points Maximum

DHCD encourages developers and municipalities to work together to locate projects near major public
transit opportunities, such as subway stations, commuter rail stations, ferry terminals and key bus
routes. The benefits of locating housinmarket rateand affordable- near such opportunities are
receiving increasd attention and recognition: lower transportation costs for residents; reduced
dependency on cars; reduced véhinilestraveled; healthbenefits to residents who walk mpeand
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so on To encourage locations near major public transit, DHCD will award points within this category
as follows:

6 points for projects located within ohalf mile of major public transit with nearby services such as
retail or commercial opportunities, groceryammvenience stores, restaurants and municipal offices.
Major public transit is defined as MBTA subway stops, MBTA commuter rail stops; MBTA
Regional Transit Authority (RTAjey bus route stops; amil' A intermodal transfer stations.

3 points for projets located withn threequarter mile of major public transit with nearby services as
defined in the preceding paragraph.

Section XIIl. The Application Process for Credit in 2017

The Department of Hssing and Community Developmetypically awards the 9% credit through
regularly scheduledompetitive funding rounddn winter2017, DHCD intends to hold competitive
funding round for the 9% credit and other rental resources.

2017 Funding Round:

The deadline for submittingpplications for thevinter 2017rental funding round wilbe Februaryl6,
2017 Sponsors may submit applications for iaterround only if they have received approval from
DHCD in the preapplication process. (The deadline for submitting pagpplicatons will be
Decembedb, 2016. Information on the prapplication process ifcluded elsewhere in this
documend All fundingapplications must be submittbg the close of business &ebruaryl6, 2017,
usingthe on-line OneStop- Affordable Housing Application.In addition, ponsors are required to
submit one copy of architectural materi@sgapplication hard copwith original signaturesand the
application fee no later than the close of busimedsebruaryl?, 2017 to :

MassachusetBepartment of Housing & Community Development
Division Housing Development

100 Cambridge Street, Suite 300

Boston, MA 02114

Online gplications received after the close of businesshe submission deadline Februaryl6,
2017-- will not be reviewed. Prospective applicants are strongly encouraged to meet with DHCD tax
credit staff to discuss their particular projects prior to the funding round deadline.

In addition to the submissions to DHCD, each tax credit sponsor must provide apylbtthe
OneStop+application to the chief elected official of the municipality in which the project is located.
Within 30 days of the submission dead|itiee sponsor must submit to DHCD a certification timat a
application identical to the submissian@HCD has been delivered to the chief elected official. If at
any time during the competition DHCD determines that the sponsor failed to fully comply with this
requirement, the Departmemserves the right tdisqualify the sponsor's application.

The Department anticipates announcing the results ofwtiméer 2017 funding competitionduring
June2017.
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Rolling Application Process for Projects Serving the Homeless

The application process in Massachusetts for the 9% credit is a competitive process.typidally

accepts applications for the 9% credit as well as the Department’s rental subsidy resources during
regularly scheduled funding competitions. However, du2idit, DHCD reserves the right to accept

a limited number of applications, representing projects with very specific characteristics, on a rolling
basis. These applications will be reviewed competitively according to the same evaluation criteria used
for all 9%credit applications and described in detail within this QAP. D01y, DHCD may elect

to accept rolling applications, on an invitationly basis, for:

1 Tax credit projects in an advanced state of readiness whose sponsors have incorporated
a highpercentage of units restricted for rental to individuals or households earning less
than 30% of area mediamd making the transition from homelessnelse percentage
of restricted units must be at least 25%.addition, the sponsor must provide a long
term service plan, approved by DHCD, for occupants of the restricted units. Sponsors
who believe their projects have the characteristics described abowth special
emphasis on thergject’s readiness to proceed -- must meet with DHCD. The
Departmen then will determine whether to accept an application for the sponsor’s
project in advance of the next scheduled funding competition.

Rolling Application Process for Large-Scale Projects:

For the past few years, the Department has accepted applicepoesenting largecale preservation
projects (50Qunits or greater) on a rolling basis. That practice will continue d@®ig, subject to
availability of resources. More information on the process for lacgée preservation projects is
available onpage20 of this document.Sponsors should note that DHCD will consider lasgale
projects if the financing structure includes significant resources from the host community.

During 2017, the Department also will accept rolliagplications, subject teesouce availability, for
largescale new construction projects in areas where the foeatew affordable units is extreme.
While the project may bphasedthe total number of units proposeistbe at least 300. For further
information onthe application process for such projecponsors should contact thediTC program
manager at DHCD (61373 1318).

Application Completeness:

Although most development projects change over time, and some projects change substantially, the
Department must elwate all project applications in a fair and equitable way. UmeStop
application essentially is a “snapshot” of a project on the day of submission. For purposes of threshold

review and competitive evaluation, the Department will not accept the sibmisf additional
documentation after the application deadline. Each project will be reviewed based on the materials
contained in th®©neStop on the deadline for all submissions.

During 2017, DHCD will make an exception to this policy for projects ttemieive favorable financing
commitments during funding competitions conducted by other ppbligose lenders. DHCD wiill
consider the new commitments in its review process duringtb&tax credit competition. In addition,
atits sole discretion, the édpartment may contact tax credit applicants after the application deadline to
seek clarification on certain materials contained ifQheStop- application.
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Section X1V. Processing Fees; Late Fees; Compliance Monitoring Fees

A. Processing Fees:

Sponsors seekingfbo or 9%tax credits durin@017will be required to pay processing fees as follows.
Assuming that the sponsor/owner meets Department deadlines for submitting carryover
documentation, the total processing fee will be either 8.5% or df%B& annual credit amoun&or

tax credit projects sponsored by-fanofit developers, the total processing fee is equal to 8.5% of the
annual credit amount. For projects sponsored bypmofit developers, the total processing fee is equal

to 4.5% of he annual credit amount. The credit amount will be the amount identified on the carryover
allocation. If the project does not need a carryover allocation, the credit amount will be the amount
identified on IRS Form 8609.

Sponsors seekingtatetax cralits during2017 will be required to pay processing fees as follows.
Assuming that the sponsor/owner meets Department deadlines for submitting carryover
documentation, the total processing fee will be ei8%ror 15% of the annual credit amount~or
statetax credit projects sponsored by-fmofit developers, the tdt@rocessing fee is equal téa3of

the annuaktatecredit amount. For projects sponsored by-poofit developers, the tal processing

fee is equal to .5% of the annuadtatecredit anount. Thestatecredit amount will be the amount
identified on the carryover allocationf the project does not need a carryover allocatiba state

credit amount will be the amount identified state credit eligibility statement

The processinge(s) for each project submitted duri2@17will be due in three installments:

1 at the time of application;
1 at the time the project receives a carryover allocairdnnding forward commitment
1 at the time of final commitment of the credit.

It is important to note that the Department will charge a late fee to all sponsors of projects who fail to
submit the required documentation and processing fee installments by their deadlines as described below.

First Installment at Application:

All tax creditssponsors must pay either $300or $5250 at the time of applicatiofor 4% credit
projects, this fee will be due at the time of the request for Official Action Status from MassHousing or
MassDevelopment) Checks must be made payable to the Departnfddbasing and Community
Development. The application fee is a@fundable. The application fee for rprofit sponsors and

for sponsors of projects with 20 or fewer units is $@,0All other sponsors must pay 350.

Second Installment at Carryover or Binding Forward Commitment:

Sponsors must pay the second installment of the processi(g) bedore receiving aarryover
allocationor binding forward commitmenfrom DHCD. The amount due in this installment will be
onethird of the total processing fee, less the amount of the first installment paid at the time of
application. This second payment also is-nefandable. Since 4% credit project sponsors do not
need to submit carryover documentation unless they adge state credit projects, this second
installment only applies to 4% credit projects if they are state credit projects.
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Third Installment at Allocation:

Each sponsor must pay the remainder of the tonount of the processing {sgbefore receiving a
final allocation of credit and IRS form 86@@&d/or state credit eligibility statemdndm DHCD. The

third installment also is nerefundable.For 4% credit projects, the remainder of the total Escg

fee is due prior to issuance of a 42(m) tax credit eligibility determination letter by DHCD.

B. Late Fees:

Given the timesensitive and critical nature wériousinternalRevenue Coderequirements, DHCD
reserves the right to charge late fees toart/all sponsors failingo meet the deadlines for submitting
required documentation and processing fpayments.The Department will assess a $3,000 penalty

to any nonrprofit sponsor and a $5,000 penalty to anydmfit sponsor who fails to remit thequired
documentation and the second or third installments of the processing fee within the time specified by
DHCD. Materials that are more than 60 days past due will trigger an additional penalty fee in the
amount of 8,000 to a nosprofit sponsor and%000 to a forprofit sponsor.The carryover allocation

and/or IRS Form 8609(s) will not be released to the sponsor until any outstanding processing fees and
late fees have been paid.

Late submission of a signed regulatory agreement to the Departmésu subject to a late fee. A
finalized regulatory agreement, suitable for execution by the Department, must be submitted by the
due date indicated in the regulatory agreement notification package forwarded to the sponsor by tax
credit program staff A fee assessed for late submission of a regulatory agreer$ig;00 to a non

profit sponsor, $5,000 to a fprofit sponsor will be in addition to any late fee detailed above.

In addition, any sponsor who fails to meet his or her carryover allocatamtime-thus endangering a
portion of the Commonwealth’s valuable tax credit resource — should note that the Department has the
right to withdraw the tax credit commitment to the particular project. Furthermore, the Department
reserves the right to rejefttture applications for tax credits from those parties who have failed to meet
the Department’s deadlines for year-end submissions. The Department is prepared to exercise these
rights if necessary.

C. Compliance Monitoring Fees:

An annual monitoring fesvill be due and payable by all projects (allocation years L987) to
DHCD or its authorized delegate during the term of the compliance period (as defined in Internal
Revenue Code Section 42) or required to be placed in an escrow by the owner. Wiidoéekased

on a charge of $3Per low income unit per year, as adjusted periodically by DHCD by the Consumer
Price Index (CPI). If the actual compliance period for a project will begin in a year late2Ghgn

the monitoring fee will be required beging in that same year. Projects which received an allocation
of tax credits in years prior @017will be required to pay only a tax credit monitoring fee as set forth
below, notwithstanding any provision to the contrary in any prior year’s Qualified Allocation Plan
and/or Program Guidelines, including without limitation provisions for an annual administrative or
monitoring fee.DHCD will utilize 1997, the first year that it collected compliance monitoring fees, as
its base year in determining all seljsient fee adjustments.

The actual annual fee will be calculated and collected according to one of the two following methods,
the selection of which will be at DHCD's sole discretion:
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1 The annual monitoring fee will be due and payable on a date designated annually by
DHCD throughout the term (or remaining term) of the compliance period. Under this
method, the fee will be calculated at $30 per low income uri0i¥, which amount
may be adjusted by DHCD periodically by the Consumer Price Index (CPI) for
subsequent years. The total annual fee will not exceed the amount of $4,000 per project
in 2017, which amount may be adjusted by DHCD periodically by the Consunter Pri
Index (CPI) for subsequent years;

1 The total amount of monitoring fees for the-yigar compliance period (or remaining
years of the compliance period beginning watiL?) will be due and payable in one
paymentat a date designated by DHCIDHCD may regire projects that have not
previously received IRS Form 8609 to make payment prior to the release of Form 8609.
Under this method, the fee will be calculated at $30 per low income unit multiplied by
15 or the number of remaining years in the compliares@g@, whichever number is
less.

1 The total fee will not exceed the amount of $4,000 per projedtiplied by 15 or the
number of remaining years in the compliance period, whichever number is less. At
DHCD’s discretion, this total amount will be placed in escrow by DHCD or the Owner
and will be used for the purpose of monitoring during the compliance period. If DHCD
does not institute this method of collectiorRidil 7, DHCD may adjust the $30 per low
income unit and $4,000 per project amisuoy the Consmer Price IndexCPl) in any
subsequent year.

DHCD reserves the right to charge a reasonable monitoring fee to perform compliance monitoring
functions after the completion of the tax credit compliance period (as defined in Internal Revenue Code
Section4?2) for the remainder of the term of the Tax Credit Regulatory Agreement and Declaration of
Restrictive Covenant.

Projects that receive funding through the Tax Credit Assistance Program or the Tax Credit Exchange
Program must pay an asset managemennfaddition to a compliance monitoring fee.

Section XV. Modification of the Allocation Plan

DHCD will administer the allocation of tax credits in such a manner as it deems appropriate in
accordance with federal law and procedure. It will make detenmmsafpublish rules and guidelines,
and require use of particular forms as necessary.

The Governor delegates to DHCD the power to amend this plan in response to changes in federal law
or regulations. In addition, the Governor recognizes that circumstaitdéoreseen in the Plan may

arise, and therefore delegates to DHCD the authority to resolve conflicts, inconsistencies, and
ambiguities in the plan and operation of the program; to respond to any abuse of the allocation system;
and, if necessary, to ame the plan after a public hearing. (Please refer also to AppEt)dix

Section XVI. Program Policies

Sponsors 02017tax credit projects should take into consideration the program policies described in
this section. Additional program policies are described in the Low Income Housing Tax Credit
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Guidelines available from DHCDAII applicants should read the guidelinesaffect at the time of
application

A. Assumptions Regarding Value of the Credit and Least Amount Necessary for Feasibility

Federal legislation requires that the administering agency allocate only the amount of credit necessary
to make a project feasible.oTetermine the least amount of credit necessary for feasibility, DHCD
must be aware of the full extent of financial resources available to a project and the project costs. In
particular, federal law requires developers to certify to state credit agémeiestent of all federal,

state, and local resources that apply or might apply to a project, as well as project costs at three different
points in time:

1) At the time of application,

2) At the time an allocation is ma@earryover allocation drsinding forward commitment
and

3) When the project is placed in service.

To determine the least amount of credit necessary for feasibility at the time of application and at the
time of allocation, DHCD will assume that a project is to be syndicated dindetermine a credit

amount based on a set of assumptions regarding projected net equity to be raised. Developed by
DHCD, these assumptions will be applied to all tax credit projects unless the developer provides
definitive information, acceptable to [@HD, indicating that different assumptions should be used.

When a project places in service, DHCD requires an audited cost certification in its established format.
The IRS Form 8609(s) will not be released to the project owner until the final anaty@ispketed by
DHCD. DHCD may reduce the final allocation as it appears on the 8609(s) for the project if:

1 The project does not have enough basis to support the original allocation; or
1 The project costs are not acceptable to DHCD.

DHCD will examine all costs for reasonableness, including but not limited to the following:
acquisition; construction costs; general development costs; syndication costs; builder's profit,
overhead, and general requirements; operatavgnues, expensesd cash flow Only reserves
required by a lender and/or DHCD will be alloweld.a developer has proceeded with or completed
construction of a project without DHCD’s knowledge, DHCD may deem tax credits unnecessary for the
feasibility of that projectin these circumstances, the project will not be eligible for an award of tax credits.
DHCD will not allow a development budget line item carried both as a source and a use, if it has no
reasonable basis for being paid but is included for the purposkewhtiag the eligible basis in an effort

to increase the annual tax credit calculation.

B. Developer's Fee/Overhead

DHCD will determinethe calculation of eachtax credit allocation basedon eligible coststhat
include a developer'sfee and overheadthat conform to DHCD's maximum allowable developer's
feeandoverheadimits ascalculatedbelow. Pleasenote thatthe calculationof feeswas changed
in the 2017 QAP andthese changesare describedbelow and on the following page In

additionthe developer'see and overheadimits arenow being tied to the “Total Residential
DevelopmenCost Limits” in SectionlX of this QAP.
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DHCD will determine the developer'sfee and overheadat three points in time: at the time of

application, at the time of carryover allocation, and when the project sponsor applies for

IRS form 8609. If the developer'see andoverheadexceedthe allowablelimits atanyof the three
pointsin time, the tax creditsallocationwill be reducedaccordingly. Although DHCD recognizes
the evolving natureof projects,in order to promotereadinessandto encouragethe bestpossible
costestimatg, DHCD reservegheright to disallow increasesn totaldeveloper'see andoverhead
thatresultprimarily from increasesn replacementostsafter the time of application. For purposes
of calculating the developer'sfee and overhead,total replacementcosts are defined as all total

developmentostsnet of projectreservesandsyndicationcostsapprovedby DHCD. In addition,
sponsors should note that DHCD does not perrmod@leulationof “fee on fee”.

In calculating the allowable developer'sfee and overhea, sponsors should consider any
developmentor operatigreserve or escrowsundedby cashat closing or through syndicationas
partof thedeveloper'dfeeandoverhea, asfollows:

T

Reservesor escrowsthat are intendedto remainin the project for more than five

yearswill not beincludedin the developer'§fee andoverhead. Thefive yearholding
period is assumedto begin on the first day that the developmenhas achievedfull

occupancy,and end five yearsfollowing suchdate;

80% of reserver escrowshatareintendedto remainin the projectfor lessthanfive

yearsareincludedin the developer'see andoverhead;

All consultantcosts,including butnot limited to developmentonsultantsyndication
consultam, and historic consultanfees, areincludedin the maximum developer'see
andoverheadallowed.

As ofthe2015QAP, and also in this documettie maximum allowable developer's fee and overhead
shall be calculated according to the following schedule (see the exceptions below):

w

w
w
w

Developer's fee and overhead may equal up to 5% of acquisitionargtsn addition
Developer's fee and overhead may equal up to 15% of the first $3 million in total
replacement costs leasquisition, and, in addition;

Developer's fee and overhead may equal up to 12.5% of the tdtaden@nt costs less
acquisitionthat are from $3 nilion to $5 million, and, in addition;

Developer’s fee and overhead may equal up to 10% of the total replacement costs less
acquisition that exceeds $5 million, subject to the limitations on paid fee described
below.

For large projects, the amount of the developer’s fee and overhead that is payable in cash out of the
development budget shall be further limited as follows:

w

For projects with total replacement costs less acquisition between $15 million and
$25million, the paid fee shall be equal to the fee as calculated above plus 7.5% of the
amount ovef15 million; and, in addition;
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w For projects with total replacement co$tss acquisition that exce®d5 million, the
paid fee shall be equal to the fee as calculabdve plus 5%of the amount over
$25million.

Furthermore, for projects involving acquisition by a related party, the maxpaudfee shall be equal
to 2.5% of the acquisition cost.

Any fees not payable in cash out of the development budget in keeijtimidne provisions above may
be deferred and payable from operating cash flow over tPagment of deferred developer fees out
of operating cash flowvill have payment priority over DHCD cash flow repayment requirements
provided that the terms of thefdered developer fee note are acceptable to DHCD.

If the developer’s fee and/or overhead for a project is determined to be unreasonable, DHCD reserves
the right to reduce the permissible fee, even though that fee may otherwise meet program guidelines
based on the project’s size. Projects with total devepment costs that exceed DHCD’s cost limits may
have the maximum allowable fee reduced by 10% of the amount that the project exceeds the cost limits.

C. Compliance Monitoring

Beginning with 1990 allocations, the federal legislation requires that an extEwvdedcome use
agreement be in effect for a minimum of 30 years for every project receiving tax credits. To enforce
these and other program use restrictions, DHCD will require that each project owner enter into a Tax
Credit Regulatory Agreement and Desgl#on of Restrictive Covenants (“the Agreement”). In the case

of buildings whicharefinanced with the proceeds of taxempt bondsnd receive an allocation of

4% tax credits DHCD will require that the owner enter into an Extended Low Income Housing
Agreement and Declaration of Restrictive Covenants (“the Agreement”) with the DHCD. These
Agreements limit the use of all of the low income units to rental housing, with income and rental
restrictions, for a minimum period of thirty years.

In addition, DHM has an obligation, as of January 1, 1992, to monitor the complianti¢aof credit

projects with tax credit requirements as set forth in Section 42 of the Internal Revenue Code and
applicable regulations. DHCD will monitor tax credit projects for compliance with the requirements

of the Agreement. DHCD also will perform plgal inspections taking into consideration local health,
safety and building codes. Owners may be charged an annual fee to cover the administrative costs of
such monitoring.

DHCD's procedure for monitoring compliance with Low Income Housing Tax Creditsrements is
outlined in AppendixC to this plan. DHCD’s procedure is adopted pursuant to Section 42(m) (1) (B)

of the Internal Revenue Code and Treasury Regulation Sectiotb1.DHCD reserves the right to
amend this procedure as may be necessagppropriate to conform to applicable changes in the
Internal Revenue Code or regulations promulgated there under. Notwithstanding anything to the
contrary in this Allocation Plan, DHCD may adopt such amendments without a public hearing process,
but shd#l give reasonable notice before implementation of any such amendment to all tax credit
applicants and owners. In addition, DHCD may adopt further monitoring forms and procedures as part
of its Low Income Housing Tax Credit Guidelines or as otherwise ee@ppropriate.
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Pursuant to Section 42(m) (1) (B) and Treasury Regulation Sectiorb)4DHCD may retain an
agent or other private contractor (“Authorized Delegate”) to perform compliance monitoring functions.

Any reference to DHCD in this monitoringrocedure shall also include, where appropriate, an
Authorized Delegate of DHCD.

Pursuant to Section 42 (m)(1)(B)(iithis monitoring procedure applies to all owners of buildings or
projects for which the low income housing credit is or has been datany timelf DHCD becomes

aware of noncompliance that occurred prior to January 1, 1992, DHCD is required to notify the Internal
Revenue Service of such noncompliance. The monitoring procedure includes provisions for record
keeping and record reteéom, annual certification and review, -site records review, building
inspection, and notification to owners and the Internal Revenue Service of noncompliance.

D. 130% Rule

Projects located in qualified census tracts or diffibodtievelop areas as idemdidl by the U.S.
Department of Housing and Urban Development and/or by the Department of Housing and Community
Development may seek up to 130% of the rehabilitation credit basis amount for which they are eligible.
Current information on the designationdifficult development areas by DHCD is included in Section

IV of this QAP. The 130% factor may not be applied to the acquisition basis. DHCD will award up
to 130% of the rehabilitation credit at its discretion and only if necessary for project feasilirent
information about the designation of qualified census tracts and difficult development areas was issued
by HUD onApril 20, 2012 and September 28, 2012, respectively

Tax-exempt projects are eligible for up to 130% of credit, subject tddte¥mination of least amount
of credit necessary for feasibility, only if the project is located in a qualified census tract or difficult
to-develop area as identified by the U.S. Department of Housing and Urban Development.

E. Lead Paint

All units in all tax credit buildings must be-t#aded prior to the issuance of a final allocation (IRS
Form(s) 8609) for the project. All deading work must be performed in accordance with the
provisions of M.G.L. cl11, 190199B, 105 CMR 460.000, as wek all EPA requirements.

F. Physical Accessibility

In order to enable DHCD to evaluate the accessibility provisions of each project, sponsors must provide
summary information regarding accessibility using the checklist found in the Apgdenididaddition

to the requirements of the Massachusetts Architectural Access Board (MAAB), projects may also be
subject to other applicable federal, state, and local statutes and regulations such as thaskejr H

Act (FHA), Section 504 of the Rehabilitation Act of 78 the Architectural Barriers Act of 1968
(ABA), and the Americans with Disabilities Act (ADA)Sponsors should note that Appentis
regularlymodified.
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G. Affirmative Action

DHCD requires developers to establish affirmative action goals for the peotentinority
participationin each project. Developers and management agents must establish effective marketing
plans to reach the identified minority groups that are least likely to apply for the housing being
provided. Prior to initial occupancy of aowit in the project, the owner shall adopt and implement 1)

an affirmative fair marketing plan for all units and 2) a tenant selection plan for the low income units,
in both cases consistent with any standards and guidelines adopted by DHCD as thest andff
consistent with all applicable laws. Both the affirmative fair marketing and tenant selection plans shall
be subject to review by DHCD, at DHCD's request.

If a tax credit project is located in a predominantly white neighborhood in the City wiiBascording

to a list maintained at DHCD, the affirmative fair marketing plan shall have the percentage goals for
occupancy of the low income units which reflect the raial ethnicomposition of the City of Boston

as determined in the most recenSUCensus.As per the most recent U.S. Census, the percentage
goals for the City of Boston are as follows:

Race:

Total Population: 100.00%
White alone 53.9%
Black or African American alone 24.4%
American Indian and Alaska Native

alone 0.4%
Asianalone 8.9%
Native Hawaiian and Other Pacific

Islander alone 0.04%
Other total (some other race and two

or more races) 12.3%
Ethnicity:

Total Population: 100%
Hispanic or Latino 17.5%
Not Hispanic or Latino 82.5%
H. Local Preference

DHCD will allow up to 70% local preference in tax credit projects if the sponsor is able to demonstrate
to DHCD’s satisfaction that a need for such preference exists. The documentation of local housing
need must be fully substantiated in the project’s market study or through other supporting
documentation such as the Municipality’s Consolidated Plan or a local affordable housing plan. The
Department will issue further guidance on documenting local housing need 80fidigTo ensure

that the local preferees established for the project do not violate applicable fair housing laws and,
therefore, do not have a discriminatory effect on protected classes, the sponsor must:

A develop an affirmative fair marketing plan targeting those least likely to apply in
acordance with the DHCD’s Affirmative Fair Marketing Plan guidelines provided in
AppendixK;
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A list vacant units upon availability with Citizen’s Housing and Planning Association’s
) (CHAPA’s) Massachusetts Accessible Housing Registry fattp://www.chapa.org
A list vacant units located in the Bost@ambridgeQuincy MSA, upon availability, with

the City of Boston’s Metrolist (Metropolitan Housing Opportunity Clearing Center), at
Boston City Hall, P.OBox 5996, Boston, MA 02115996 (6176353321);

A develop a tenant selection lottery system consistent with that described in the
“Guidelines for Housing Programs in Which Funding is Provided Through a Non-
Governmental Entity” (NEF Guidelines) as published by the Department as well as the
additional provisions provided in Appendfx

Both the affirmative fair marketing plan and the tenant selection lottery system will be reviewed by
DHCD program staff at the time of carryover allocation. Please see Appknftix additional
information on developing the lottery.

l. HUD Subsidy Layering Guidelines

Pursuant to Section 911 of the Housing and Community Developheewof 1992, HUD is required

to determine that projects receiving or expecting to receive both federal, state or local assistance and
tax credits do not obtain subsidies in excess of that which is necessary to produce affordable housing.
On December 15, 199the U.S. Dept. of HUD issued administrative guidelines referred to as subsidy
layering guidelines, regarding limitations on combining Low Income Housing Tax Credits with HUD
and other government assistance in the Federal Register. The guidelines noaigangor housing

credit agencies to implement the subsidy layering reviews for projects that are at least receiving HUD
housing assistance and are receiving or allocated Low Income Housing Tax Credits. Housing credit
agencies may perform the subsidyéring review function provided that the housing credit agency
certifies to HUD that it will properly apply the guidelines that HUD establishes. DHCD is the housing
credit agency in Massachusetts. However, at the time of issuance of this allocatiddH{Tdn has

not made the certification to HUD to assume these responsibilities. Applicants should call the Low
Income Housing Tax Credit Program office for updated information and/or a copy of the guidelines.

If DHCD does not assume these responsibilitesbsidy layering will be performed by HUD in
accordance with its guidelines.

J. Project Size

In order to avoid undue concentration of resources in any one area, DHCD will consider tax credit
projects of 100 units or more on a céisecase basis. DHCD witequire a detailed market study and

will closely examine the probable absorption rate for these projects.

K. Single Room Occupancy

Federal law requires that a Low Income Housing Tax Credit unit may not be used on a transient basis.
Tax regulations requirerainimum lease term of six months. However, single room occupancy units
rented on a montto-month basis may qualify for the credit if they are funded under the Stewart B.
McKinney Act.

L. Housing for the Homeless

The tax credit has become a substantial mresofor transitional housing for the homeless. The portion

of a building used to provide supportive services may be included in the qualified basis. Transitional
housing for the homeless must contain sleeping accommodations and kitchen and bathribiesh facil
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and be located in a building used exclusively to facilitate the transition of homeless individuals to
independent living within 2#onths.

M. Luxury Items in Tax Credit Projects

In accordance with federal tax law, the eligible basis of a building reustduced by the amount of the
adjusted basis attributable to those market units in the building that are above average quality standard of
the low income units. However, the developer may elect to exclude from the eligible basis the excess cost
of the maket units, provided that such excess cost does not exceed 15% of the cost of a low income unit.

N. Fair Housing and Occupancy Data Collection

The mission oDHCD through its programs and partnerships is to be a leader in creating housing
choice and providing opportunities for inclusive patterns of housing occupancy for all residents of the
Commonwealth, regardless of income, race, religious creed, color, natiogal, sex, sexual
orientation, age, ancestry, familgthtus veteran status, or physical or mental impairment. It shall be
DHCD’s objective to ensure that new and ongoing programs and policies affirmatively advance fair
housing, promote equity, and rmize choice. In order to achieve this objective, DHCD shall be
guided by the principles found AppendixK of this document

In order to help the Department assess the impacts of local preference on affirmative marketing goals and
compliance with apptable civil rights laws, all project owners will be required to report household
characteristic data for all tax credit units at the time of finaluprand on an annual basis from that point
forward. The report will include but may not be limited te fbllowing data points: capital subsidies
restricting the unit, size of the tenant household, income level of the tenant household, race and ethnicity
of the head of household (to the extent available), number of children under the age of six, number of
children under the age of 18, and type of rental assistance if any. Project owners or their specified
designees will be required to report using the -va@bed data collection system developed by the
Department.
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Appendix A: - 2017 Rental Round Pre-Application to DHCD

Preapplications must be submitted online to DHCAX this time, DHCD anticipates that the deadline for
submitting preapplications will be Janua®/1,2017 Information on the prapplication process is included

elsewhere in this document. All applications must be submitsaththe online OneStop- Affordable
Housing Application.
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Appendix B: Map of Recommended Cost Limit Areas
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‘2015 QAP Geography:

Urban and Metro Boston Areas by Town/City*

Urban Areas
Outside Metro Boston

Attleboro
Barnstable
Beverly
Brockton
Chicopee Urban Areas
Fall River Within Metro Boston
Fitchburg
Boston
Gardner )
Brookline
Gloucester Cambrid
Haverhill ambridge
Holyoke Chelsea
Everett
Lawrence L
Leominster ynn
Lowell Malden
Methuen Ma rl:iomugh
New Bedford :24'1 ord
Newburyport N Elrose
Morth Adams Qz:lo n
MNorthampton R ¥
Peabody evere ;
pittsfield 33"':'7:'”?
Salem W“; m
Springfield ohum
Taunton
Westfield

Worcester

Massachusetts LIHTC
2017Qualified Allocation Plan

) Urban Areas
I MetroBoston
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Appendix C: Affordable Rental Housing in Massachusetts:
Managing Development Costs

Department of Housing and Community Development
May 2015

Managing the Cost of Affordable Rental Housing: Current Challenges

The importance of managing cost in the development of affordable housing cannot be overstated.
Whether rental or homeownership, affordable housing typically is supported in quartetimes in

large part- by public subsidies overseen and distributed biglip lenders. The lenders’ goal is to

make the best investments possiblavestmentghat will support the production or preservation of
decent, safe, affordable housing that will serve thousands of tenants or homeowners for many years.
As public lenérs evaluate affordable housing proposals to determine whether an investment should
be made, they must weigh many factors and carefully analyze each proposed [ogegtpublic

dollar counts, and every public dollar for housing must be invested wikeycost of a proposed
project is a criticdy important evaluation factor.

The cost of producing or preserving affordable rental housing varies widely in different regions of the
country. Cost is not perceived as a problem in certain municipalitiestates. However, in many

other jurisdictions, the cost of developing affordable housing has increased dramatically over the past
decade. The cities most affected tend to be large desirable coastal cities with economies that have
recovered well from theecent recession year3.he states that are most affected tend to be coastal
states with highly desirable metropolitan areas.

Cost, Public Resources, and Need

While it is disappointing to many, the reality is that we live in a time of constrained pabtiurces,

and that certainly is true in the world of affordable housifige federal resources available to support

the production of new affordable housing have decreased dramatically during the past fewhears.

cuts to important federal prograreach as the HOME program and the Community Development
Block Grant program have caused repercussions throughout the affordable housing delivery system.
States and municipalities have far fewer federal dollars to invest in affordable housing projects than
they did a decade ag®hile some states have increased their resources to help offset the decline in
federal resources, not all states are able to doTé@ hard reality is that more federal monies for
affordable housing are needetihey cannot be fulireplaced by other sources. 2

To complicate the challenge, the federal reductions have occurred at a time of great need for affordable
housing- and particularly for affordable multifamily rental housindvarket rate rent levels in
desirable communities are at the highest levels seen in yease rents are far beyond the economic

reach of millions of household3he effects of the long recession years continue to be felt, as hundreds

of thousands of dividuals and families across the country live on the margin and in poverty, and
thousands of others have slipped into homelessiwsd. lists for affordable public housing units in

certain jurisdictions are massiv@Vait lists for sound, weltun affoldable rental housing projects in
desirable Massachusetts cities such as Boston can exceed 1000 families, who may have to wait as long
as a decadir a unit.
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Efforts to Identify Cost Issues in Massachusetts and Elsewhere

Many states and cities affecteg tigh cost development have recently undertaken efforts to identify,
control, and reduce the cost of affordable rental housing and the amount of subsidy needed to produce
such housing.Several states have undertaken formal rental housing cost studiesstdes have
incorporated firm cost restraints in their policy documents, such as their tax credit Qualified Allocation
Plans (QAPs).National housing and development groups also have undertaken rental cost studies.
Enterprise and the Urban Land Indti#in particular should be recognized for their recent cost research
and work with cities and states, summarized in their January @lication, “Bending the Cost

Curve”. Other national groups also are researching cost angrmarsigement issues andnkiog on
strategies for cost management and reduction.

In Massachusetts during the past few years, the-lste@é public lenders specifically, the
Department of Housing and Community Development and its quenic affiliates— have taken
numerous €ps to evaluate development costs and to identify areas where cost reductions can be
achieved.The Department and tlipiasipublic agencies have engaged in a series of very useful and
informative discussions with members of the Massachusetts developmemuaity. The
discussions and the efforts will continue in years to corAéd. statelevel housing agencies are
participants in this initiative:

Department of Housing and Community Development (DHCD)
Community Economic and Development Assistance Caitpmt (CEDAC)
MassDevelopment

MassHousing

Massachusetts Housing Partnership (MHP)

= =4 =4 -8 -9

The quaspublic agencies have been working with their governing boards and their staff to heighten
everyone’s awareness of the importance of cost management. DHCD and & the quasipublic affiliates

have been working extensively with individual developers as they structure their projects, emphasizing
that cost control is essential to the development process. 3

The City of Boston also has been an active and importatitipant in cost management discussions,
and other Massachusetts municipalities have contributed time and effort a3 heetliscussions are
ongoing, and the efforts to manage the cost of affordable housing in a state with many thriving mini
markets wil continue. The need for more affordable rental housing in Massachusetts is enormous,
and it is expected to increase, not decrease, in the immediate future.

Cost Drivers in Massachusetts and Elsewhere: Recent Discussions

Inevitably, some of the cost drivers in affordable rental housing exist because public lenders in
Massachusetts and elsewhere are asked to support so manyRyo@sts ideally should be located

near mass transit and services, yet available sitesse tbeations can be very expensive to acquire.

A developer may find a buildable site near transit and services, but the cost of acquisition may add
thousands of dollars to the pemit cost of the project.

The development process itself can generate significant costs, because it involves so many
participants: developers, architects, engineers, contractors, subcontractors, accountants, attorneys,
local officials, community organizations, advocates, privateldes, investors, public lender3he
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process can be particularly complicated in certain jurisdictions: for example, in cities or towns with
extensive zoning and permitting requirements, in dense urban neighborhoods, in localities where
developable landsiscarce, in citiesr towns with high labor costs.

Costs also vary depending on the type of project: new construction, historic rehabilitation, adaptive
re-use, or preservation projectsA 20-story, steeframed tower with underground parking to be
congructed on a tight urban site is an immensely complicated undertaking, and a very costly
undertaking. And yet this type of construction may be the only viable construction type in a dense
neighborhood near excellent mass transit and with significantcesrand amenities available to
residents.

As indicated, the costs tend to be highest in states with large, desirable metropolitarasraasvith

a shortage of developable land available for multifamily rental developm&hat is true in
Massachuséd, where the highest cost rental projects tend to be located in the eastern part of the state,
and, in particular, in metropolitan Boston.

Cost Drivers in Massachusetts
Based on research, analysis, and many discussions, there is relative conseafiutiehfatlowing
factors contribute to the cost of affordable rental housing in Massachusetts:

1 High land acquisition costs

1 Significant Infrastructure costs

1 Proposed amenities and scope

1 Lack of understanding of green design

1 Lengthy and complicatededign review process by multiple lenders

1 Lack of coordination on design review by multiple lenders

1 Volatile construction cost environment

i High cost of labor

1 Lack of early coordination among developer, architect, and contractor

1 Certain high soft costs

1 Development fee formulas that do not incent lower costs

1 Lengthy and costly zoning and permitting process

1 High cost of compliance with certain public regulations and requirements for affordable
housing

1 Relative lack of experience qart of developer asther members of team

While the list of cost drivers is extensive and potentially daunting, the Massachusetts/sigiablic
lenders and their many development community partners have identified key cost drivers for
immediate focus, as follows:

Proposed construction type

Proposed amenities and scope

Conflicting design review standards

Lack of coordination on design review by multiple lenders

Lack of early coordination among developer, architect, contractor

= =4 =4 -8 -1
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1 Developer capacity issues

Immediate Action Steps in Massachusetts

The ongoing challenge for DHCD and its qupsblic affiliates is to identify the best strategies for
reducing cost. Certain cost management steps will be implemented immegdiatet they are
described below.

Construction Type, Design Review, Amenities and Scope, Coordination

Many of the other key drivers of cost are directly or indirectly related to design and Jdep€ity

of Boston has been an active participant in the ongoinglstagediscussions of costanagement in
MassachusettsThe City has taken the lead in establishing a working group to examine issues related
to design and scope, including project types, amenities, and materials, as well as conflicting design
guidelines and lack of coordination design review by public lendersThe working group met
throughout early 2@, but will continue its work during the coming monthighe working group also

is evaluating approaches to construction in which a contractor is involved at a very earlyitstage w
developer and architect. DHCD, MHP, and MassHousing are representing tHevabsgencies on

the design and scope working group, which expects to issue full recommendations latér @291

of the first products of the working group is a drafteamlined set of design guidelines for
Massachusetts public lenders to distribute to their development cliehésdraft guidelines will be
refined further during the coming months.

Also in the coming months, DHCD and its qupsblic will consideradditional elements of cost
management, such as assessment tools for the effectiveness of green design and incentive fees for
sponsors of lower cost projects.

Implementation of New Recommended Cost Limits

New cost limits will be incorporated into DHCD’s 2017 tax credit Qualified Allocation PlanThe

limits reflect project type and location and are based on MHP’s extensive research on behalf of DHCD

and all the quagbublic affiliates. Using DHCD’s extensive data-base as well as its own, MHP
researchedht costs of hundreds of rental projects in the public lenders’ shared portfolio, funded
between 2009 through 2013. MHP’s research and analysis included many variables: the cost of
production versus preservation; family housing versus senior housing 6al speeds housing;
regional variations in cost; variations based on construction type; and thvemew recommended
cost limits, attached to this memorandum as Appendix I, will be implemented immediately and will
apply to all rental housing funded byetMassachusetts public lendevghat will the new limits mean

for future projects?The sponsor of a project with costs outside the new limits will have to make an
extraordinary case to DHCD and the ge@ashlic affiliates in order to secure tax credmsléor scarce
subsidies. The sponsor may not be able to make that cd$e new cost limits will be reviewed
annually and will be part of the Massachusetts public lenders’ ongoing efforts to manage costs.

Modification of Developer Fee/Overhead Calculation

The calculation of developers’ fee and overhead will be tied firmly to the new cost limits in the 2017

QAP. Developers of production projects, as defined in the QAP, may seek the maximum fee and
overhead permitted by the existing formula as long as a project fits within the new recommended cost
limits. However, the public lenders will cap the calculation oférd overhead at the recommended

limit for the type of project and locationln addition, developers of production projects may be
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required to defer a percentage of fee and realize it over time through efficient property management
and resulting cash flowDevelopers of preservation projects based on dength transactions may

seek the maximum fee and overhead with the same limitations that apply to production projects.
Certain additional fee limitations will apply to preservation transactions bewieated sellers and
buyers.

Continuing Implementation of the Pre-Application Process with Further Emphasis on Cost

As has been the practice for over a year, DHCD will hold aappdication round prior to its next
rental funding competitionAt pre-application, DHCD may elect to review only those projects that
meet the new recommended cost limiksinvited into the full funding round, anticipated for March
2017, the sponsors of accepted projects will be expected to meemttemsaelimits duringhie round.

Increasing Developer Capacity

MHP already has done considerable work to address the issue of developer capacity, particularly
among smaller developer¥hat work will continue.ln 2012, MHP offered a weleceived workshop

entitled “How to Drive A Closing”. During 2013, MHP worked with the Wentworth Institute of
Technology and the Mel King Institute to design a capduaiijding course called “Introduction to

Project Managementthe Design and Construction Process”. With scholarships availdd to some
nonprofits, the course concentrated on helping project managers understand basic building systems,
construction plans and specifications, project scheduling, sustainable building practices, project team
management.MHP intends to extend the ese in 2014 and 2015 and also plans to hold more
workshops on “How to Drive A Closing”. These offerings are particularly important for ranofit
developers who lack the financial strength to carry and retain experienctohéutlevelopment staff.
(Non-profit developers also will realize a benefit from the newly implemented Massachusetts
Community Investment Tax Credita credit created through legislation to provide certairprofits

with capacitybuilding funds.)

Conclusion

DHCD and the Massachusetts quagblic housing affiliates are engaged at many levels in
discussions of cost managemeiithe discussions began several years ago and will continue in the
foreseeable future. The issues are complex, but strategies forarmsjement are being implemented,

and they are achieving resulta.coming months, the Department and the gpablic agencies intend

to add new strategies, including a focus on innovation and on additional research on best practices
elsewhere in the coiry. The end result of all our work will be even stronger public investment in
affordable rerdl housing in the Commonwealth.

APPENDIX 1

Recommended Cost Limits for 2015

Based on extensive research and data analysis, primarily undertaken by thénMsttsaPartnership
and described in earlier sections of this memorandum, DHCD will incorporate the following
recommended cost limits into iB017tax credit Qualified Allocation Plan (QAP)The limits will

apply to all rental projects funded by DHCD kwany of its rental resources.
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| Production Project (TDC/Unit) Outside Metro Boston*

Single Room Occupancy/Group Homes/Assisted
Living/Small Unit** Supportive Housing
Suburban/Rural Area with Small Units
Suburban/Rural Area* with Large** Units

Urban* Area with Small Units

Urban Area with Large Units

| Within Metro Boston*

Single Room Occupancy/Group Homes/Assisted
Living/Small Unit Supportive Housing

Suburban Area with Small Units

Suburban Area with Large Units

Urban Area with Small Units

Urban Area with Large Units

Preservation Project

(Residential TDC/Unit)

Outside Metro Boston*

Single Room Occupancy/Grougiomes/Assisted
Living/Small Unit SupportiveHousing
Suburban/RuraArea, All Unit Sizes

Urban Area with Small Units

Urban Area with Large Units

NVithin Metro Boston*

Single Room Occupancy/GroufHomes/Assisted
Living/Small Unit SupportiveHousing
Suburban/Rural Area, All Unit Sizes

Urban Area with Small Units

Urban Areawith Large Units

* See the attached map to determine the proper geographic category for each project based on its location.

** Large Unit projects must have an average of at least two bedrooms per unit or consist of at least 65% two or more
bedroom units and 10% three or more bedroom units. All other projects are considered Small Unit projects.
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Appendix D: Compliance Monitoring Procedure

The compliance monitoring procedure includes five components:

l. Record keeping and Records Retention
I1. Annual Certification and Review

1. Records Review

V. Building Inspection

V. Notification of Noncompliance

These components are based on and incorporate the requirements of Internal Revenue Code Section
42 and Treasury Regulati®@ectionl1.425. “Low income units” refers to tax credit eligible units as
defined by Section 42(Qg).

l. Record keeping And Record Retention
Record keeping: For each year in the compliance period, which is equal to 15 taxable years beginning

the first year the tax credit is taken, the Owner shall maintain records for each building in the project
showing the:

a. Total numberof residential rental units in the building (including the number of
bedrooms and the size in square feet of each residential rental unit);

b. Percentage of residential rental units in the building that are low income units as
defined by Section 42(g), arlde size in square feet of each low income unit.

C. Rent charged on each residential rental unit in the building (including any utility
allowance);

d. Number of occupants in each low income unit if the rent is determined by the number
of occupants per unit und8ection 42(g)(2) (as in effect prior to 1989 amendments);

e. Annual income certification for each low income tenant per unit unless specifically
waived by the Internal Revenue Service under Revenue Procedur82004

f. Documentation to support each low incoment’s income certification (for example,

a copy of the tenant’s federal income tax returns, W-2 Form, verification from a third

party such as an employer or a state agency paying unemployment compensation,
and/or a statement from the local housing autyha@eclaring that the tenant did not
exceed the income limit under Sectid2(g) if a tenant is receiving Section 8 housing
assistance payments,);

g. Each low income vacancy in the building and information that shows when, and to
whom, the next available iisa were rented;

h. Eligible basis and qualified basis of the building at the end of the first year of the credit
period; and

I. Character and use of the nonresidential portion of the building included in the building's
eligible basis under Section 42(d).

Specific Requirements: In accordance with Treasury Regulation Section -b.42nd Revenue
Procedures 344 and 9465, DHCD adopts the following specific requiremen{g:As provided in
Section 5.01(3) of Revenue Proceduretd4 the requirement for annuatome recertification will
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apply to all owners, including all owners of 100% low income buildings unless specifically waived by
the Internal Revenue Service under Revenue Procedure33004di) As provided in Section 4.04 of
Revenue Procedure 96, DHCD will require owners to obtain documentation, other than the
statement described in Section 4.02 of the Revenue Procedure, to support a low income tenant's annual
certification of income from assets.

Records Retention: The Owner shall retain records fiwe first year of the credit period for at least

six years beyond the due date (with extensions) for filing the tax return for the last year of the
compliance period of the building. The Owner shall retain the records described above for all
subsequent y&s in the compliance period for at least six years after the due date (with extensions) for
filing the federal income tax return for that year.

Additionally, for each year that the Agreement remains in effect after the compliance period, the
Owner shdlretain records adequate to demonstrate compliance with the terms and conditions of the
Agreement, including, but not necessarily limited to, income and rent records pertaining to tenants.
The Owner shall retain the records pertaining to a particularfgeat least 6 years following the

close of that year.

Inspection Records Retention: The Owner shall also retain and provide, for DHCD’s inspection,

any original report or notice issued by a state or local authority of a health, safety, or kroldiéng
violation concerning the Project. Retention of the original violation report or notice is not required
beyond the time when DHCD reviews the report or notice and completes its inspection pursuant to
Section Il below, except where the violation rensaiincorrected

I1. Annual Certification and Review

Submission of Certification: The Owner of every project that has received tax credits must submit
to DHCD at least annually for each year in the compliance period an Owner's Certification of
ContinuingTax Credit Compliance, which will be provided by DHCD. In this document, the Owner
shall certify to DHCD, under the penalty of perjury, that for the precedingdrth period:

a. The project was continually in compliance with the terms and conditionss of it
Agreement with DHCD, MHFA or MDFA,;

b. The project met either the ZD test under Section 42(g) (1) (A) or the@test under
Section 42(g) (1) (B), whichever minimum setide test was applicable to the project
(The 2050 test means that a minimum of 2@¥%the project's units were set aside for
tenants at 50% of the area median income at tax credit restricted rent levels-60he 40
test means that a minimum of 40% of the project's units were set aside for tenants at
60% of the area median income at tagdit restricted rent levels);

C. There was no change in the applicable fraction as defined by Section 42(c)(1)(B) of
any building in the project, or that there was a change, and a description of that change
is provided;

d. The Owner has received an annual meccertification from each low income tenant,

and documentation to support that certification; or in the case of a tenant receiving
Section 8 housing assistance payments, that the Owner has received a statement from
a public housing authority that the tetia income does not exceed the applicable
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income limit under Sectiod2(g). In accordance with Treasury Regulation
Sectionl.425 and Revenue Procedures®4 9465 and 200488, DHCD adopts the
following specific requirements: (As provided in Sectiorb.01(3) of Revenue
Procedure 944, the requirement for annual incomecegtification will apply to all
owners, including all owners of 100% low income buildings, unless specifically waived
by the Internal Revenue Service under Revenue Procedure380@d) As provided

in Section 4.04 of Revenue Procedure6® DHCD will require owners to obtain
documentation, other than the statement described in Section 4.02 of the Revenue
Procedure, to support a low income tenant's annual certification of incomeésets

Each low income unit in the project was reastricted under Section 42(g)(2);

All units in the project were for use by the general public (as defined in
Treas Reg 1.429), including the requirement that no finding of discrimination under
the Fair Housing Act, 42 U.S.C. 3668619, occurred for the project. (A finding of
discrimination includes an adverse final decision by the Secretary of the Department
of Housing and Urban Development (HUD), 24 CFR 180.680, an adverse final decision
by a sulstantially equivalent state or local fair housing agency, 42 U.S.C. 3616a(a)(1),
or an adverse judgment from a federal court.);

The buildings and low income units in the project were suitable for occupancy, taking
into account local health, safety, andlBung codes (or other habitability standards),
and the state or local government office responsible for making local health, safety, or
building code inspections did not issue a violation report or notice for any building or
Low Income unit in the projectAlternatively, if a violation report or notice was issued

by a state or local government office, the owner must state whether the violation has
been corrected and must also attach to the Owner’s Certification ecither a statement
summarizing the violatioreport or notice or a copy of the violation report or notice;
There was no change in the eligible basis (as defined in Section 42(d)) of any building
in the project, or there was a change, and information regarding the nature of that
change is provided;

All tenant facilities included in the eligible basis under Section 42(d) of any building
in the project were provided on a comparable basis without charge to all tenants in the
building;

If a low income unit in the project became vacant during the yeagnalale attempts

were made to rent that unit or the next available unit of comparable or smaller size to
tenants having a qualifying income before any units in the project were or will be rented
to tenants not having a qualifying income;

If the income of teants of a low income unit in the building increased above the limit
allowed in Section 42(g)(2)(D)(ii), the next available unit of comparable or smaller size
in the building was or will be rented to tenants having a qualifying income;

An extended low iname housing commitment as described in Section 42(h)(6) was in
effect (for buildings subject toSection 7108(c)(1) of the Omnibus Budget
Reconciliation Act of 1989), including the requirement under Section 42(h)(6)(B)(iv)
that an owner cannot refuse to keasunit in the project to an applicant because the
applicant holds a voucher or certificate of eligibility un8ection8 of the United State
Housing Act of 1937,

All low income units in the project were used on a nontransient basis (except for
transiticnal housing for the homeless provided under Section 42(i)(3)(iii) or single
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room occupancy units rented on a mebyhmonth basis under Section 42(i)(3)(B)iv);
and
n. Any additional information that DHCD deems pertinent.

In addition, the Owner must submitrapleted IRS Forms 8609 [with parts | and Il (the top and bottom
sections) completed] to DHCD for every building in the project for the first year of the compliance
period. For every year of the compliance period thereafter, the Owner must submit Séhefiule
Form 8609 for every building in the project. The Owners of all low income housing projects will also
be required to submit to DHCD at least once each year information on tenant income and rent for each
low income unit, and documentation regardingabeupancy characteristics for all units, including
DHCD project completion reports and other data collection requests in the form and manner
designated by DHCD, in order to illustrate compliance with fair housing requirements.

Review of Certification: DHCD will review the abovalescribed certifications submitted by Owners

for compliance with the requirements of Section 42 for all tax credit projects, including those buildings
financed by the Rural Housing Services (RHS), formerly the Farmers Home Attation (FMHA),

under its Section 515 Program, and buildings of which at least 50% of the aggregate basis (including
land and the building) is financed with the proceeds ekteempt bonds and administered by MHFA

or MDFA.

The submission and review cédrtifications described above shall be made at least annually covering
each year of the compliance period which is equal to 15 taxable years beginning with the first year the
tax credit is taken. DHCD reserves the right to continue monitoring for anyoaddliiterm that the
Agreement remains in effect.

1. Records Review

DHCD will conduct a records review of a project’s low income units which have been selected for on-
site inspection pursuant gectionlV below.

The records review will include aexamination of the annual low income certifications, the
documentation the Owner has received supporting the certifications, and the rent records for the
tenants inthose units. The Owner must hadefinitive documentation to support the income
certificaion. For example, in the case of a tenant receiving Section 8 housing assistance payments, a
letter from the local housing authority will only be accepted if that statement notes the tax credit
income limit for the tenant’s family size in the municipality, states that the tenant’s income does not

exceed such tax credit income limit, and states the effective date of the certification.

In conjunction with the selection of units to be inspected uBdetionlV below, DHCD will select

the records to be rewieed randomly and in a manner that will not give an owner advance notice that
tenant records for a particular year will or will not be reviewed. However, DHCD may give an owner
reasonable notice that tenant record review will occur so that the owner sebdes the tenant
records. The review of tenant records may be undertaken wherever the owner maintains or stores the
records (either osite or offsite).
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In addition to the above procedures, DHCD will review the records from the first year of the
compliance period for every project in order to establish initial eligibility for the Low Income Housing
Tax Credit.

Buildings financed by the RHS under its Section 515 Program and buildings of which at least 50% of
the aggregate basis (taking into accountlthiéding and land) is financed with the proceeds of tax
exempt bonds will be excepted from this records review provision if DHCD enters into an agreement
with the RHS and/or MHFA or MDFA, providing among other terms and conditions that RHS and/or
MHFA or MDFA must provide information concerning the income and rent of the tenants in the
building to DHCD. DHCD may assume the accuracy of any such information provided by RHS,
MHFA, or MDFA. DHCD shall review such information and determine that the incomeation

and rent restriction of Sectiat2(g) (1) and (2) are met. However, if the information so provided is
not sufficient for DHCD to make this determination, DHCD must request the necessary additional
information directly from the Owner of the buildsg

The certifications and review under Sections | and Il must be made at least annually covering each
year of the 15/ear compliance period. DHCD retains the right to require such certifications and
review for any additional term that a Low Income Hogsliax Credit Regulatory Agreement between

the owner and DHCD (or its successors) remains in effect.

IV.  Building Inspection

DHCD will conduct an ossite inspection of all buildings in a project by the end of the second calendar
year following the year the last building in the project is placed in service. The minimum number of
units to be inspected will be the greater of twemgrcent of the project's low income units or three
low income units.

Following the initial inspection, DHCD will conduct an-site inspection of all buildings in a project
at least once every three years. The minimum number of units to be insp#ichedtiae greater of
twenty percent or the project’s low income units or three low income units.

DHCD will select the low income units to be inspected randomly and in a manner that will not give
an owner advance notice that a unit will or will not bpécted. However, DHCD may give an owner
reasonable notice that an inspection of the building and low income units will occur so that the owner
may notify tenants of the inspection.

DHCD will review any health, safety, or building code violations repaortsotices retained by the
owner as required in Section | above and will determine:

a. Whether the buildings and units are suitable for occupancy, taking into account state
and local health, safety and building codes (or other habitability standards); or

b. Whether the buildings and units satisfy, as determined by DHCD, the uniform physical
condition standards for public housing established by HUD (24 CFR 5.703).
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Regardless of whether DHCD makes its determination under a. or b. above, the project must contin
to satisfy applicable state and local health, safety, and building codes. If DHCD becomes aware of
any violation of these codes, it must report the violation under Section V below.

A building financed by RHS under its Section 515 program will be egdefpom this inspection
provision if RHS inspects the building (under 7 CFR part 1930) and the RHS and DHCD enter into a
memorandum of understanding, or other similar arrangement, under which RHS agrees to notify
DHCD of the inspection results.

DHCD retans the right to perform eaite inspections of the buildings of any project at least through
the end of the compliance period and for any additional term that a Low Income Housing Tax Credit
Regulatory Agreement and Declaration of Restrictive Covenartgebr the owner and DHCD
remains in effect.

V. Notification of Non-Compliance

DHCD will provide prompt written notice to the Owner if DHCD does not receive the certifications
described above, does not receive or is not permitted to review the tenant inedifications,
supporting documentation, and rent record described above, or discovers by inspection, review, or in
some other manner, that the project is not in compliance with Section 42. DHCD will file Form 8823,
“Low Income Housing Credit Agencies Report of Noncompliance of Building Disposition”, with the

IRS no later than 45 days after the end of the correction period and no earlier than the end of the
correction period, whether or not the noncompliance or failure to certify is corrected. Téwticor

period, as specified in the noncompliance notice to the Owner, shall not exceed 90 days from the date
of the notice to the Owner, unless extended by DHCD for up to six months where DHCD determines
that there is good cause for granting an extensi@HCD will retain records of nhoncompliance or
failure to certify in accordance with applicable Treasury regulations. If noncompliance or failure to
certify is corrected within three years after the end of the correction period, DHCD will file Form 8823
reporting the correction.

DHCD will report its compliance monitoring activities annually on Form 8610, “Annual Low Income
Housing Credit Agencies Report”.
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Appendix E: Future Changes to the 2017 Allocation Plan

Without limiting the generality of DHCD's power and authority to administer, operate, and manage
the allocation of Low Income Housing Tax Credits according to federal law, federal procedures and
this Plan, DKCD shall make such determinations and decisions, publish administrative guidelines and
rules, require the use of such forms, establish such procedures and otherwise administer, operate, and
manage allocations of tax credits in such manner as may be, ilDBHiIEtermination, necessary,
desirable, or incident to its responsibilities as the administrator, operator, and manager of the Low
Income Housing Tax Credit Program.

The Governor recognizes and acknowledges that DHCD may encounter situations whiclethave
been foreseen or provided for in the Plan and expressly delegates to DHCD the authority to amend the
Plan, after the public has had the opportunity to comment through the public hearing process, and to
administer, operate, and manage allocations »fc@dits in all situations and circumstances,
including, without limiting the generality of the foregoing, the power and authority to control and
establish procedures for controlling any misuse or abuses of the tax credit allocation system and the
power and authority to resolve conflicts, inconsistencies or ambiguities, if any, in this Plan or which
may arise in administering, operating, or managing the Low Income Housing Tax Credit Program.

The Governor further expressly delegates to DHCD the ability to amend this Plan to ensure compliance

with federal law and regulations as such federal law may be amended and as federal regulations are
promulgated governing tax credits.

Pagel7of 119



Massachusetts LIHTC
2017Qualified Allocation Plan

Appendix F: Summary of Comments and Suggestions from the Public Process

Pagel8of 119



Massachusetts LIHTC
2017Qualified Allocation Plan

Appendix F: Summary of Comments and Suggestions from the Public Process

In accordance with federal regulations, the Department of Housing and Community Development heldreatbtcon the
draft 2017 QAP. The hearing was held in DHCD’s Boston offices on November 29, 2016. This appendix contains summaries
of the comments DHCD received during the hearing and the extended comment period.

Christopher Banthin, The Public Health Advocacy Institute of the Tobacco-Free Living Community of Practice

The institute commended DHCD for making healthy indoor air quality part of the QAP competitive scoring criteria, but
encouraged DHCD to address the dangers of seltand smoke by requiringpplicants to make their buildings smefkee.
The institute suggested that DHCD provide points for shfide projects.

Kate Bennett, Boston Housing Authority (BHA)

On behalf of the BHA, MsBennett commended DHCD for supporting the preservation ofhblsing. The BHA believes
neighborhoods improve with investments in affordable housing, particularly through the revitalization of public housing. The
BHA encourages DHCD to continue to invest in neighborhoods where the housing is most distrefsedeed is greatest.

Bill Brauner, Community Economic Development Assistance Corporation (CEDAC)

The new housing preservation matrix is clear and an improvement over the prior matrix. The prior matrix checklist dlso shoul
be included in the QAP. CEDASupports the requirement that the sponsors of senior housing must include a detailed service
package with their applications. Seniors are living longer and often experiencing disabilities that affect their difialitof
service plan is an importanbmponent of senior housing.

Sheila Dillon, City of Boston, Department of Neighborhood Development (DND)

Ms. Dillon commended DHCD for its administration of the tax credit program. The city supports the four priority categories
within the QAP. The city ants to encourage the production of supportive housing for extremely low income households. Boston
intends to create 1,7Qbhits of housing for very low income households and an additional LyE@0of senior housing in the
coming years. The city aldatends to support more housing for persons with disabilities. In addition, the city supports the
state’s continued investment in lower income neighborhoods. According to the city, these neighborhoods in Boston have
improved significantly because of piuband private investment.

Boston officials also want to support a regional approach to housing to help promote the development of affordablédenits outs
the city in areas that have not always welcomed such units.

Lyndia Downie, Executive Director, Pine Street Inn

Ms. Downie expressed her appreciation that one of the four QAP priority categories is “Housing for Extremely Low-Income
Individuals”, since Pine Street works extensively with that population. She supported higher per-unit cost limits and an imease

in points for projects that target 85% of their units for ELI households. She also supported the requirement that developers
senior housing provide service packages, and she supported DHCD’s proposed use of the National Housing Trust Fund for ELI

units with supportive services.

Ms. Downie welcomed the release of the DH@Iiated case study on LIHTC investment in urban neighborhoods. She also
supported a regional approach to ending homelessness for individuals and families.

Dara Kovel, Beacon Communities
On behalf of Beacon Communities, Ms. Kovel thanked DHCD and the Administration for creating a functional and clear QAP.

She stated that Massachusetts is seen as a national leader in using its housing resources and ensuring that mutigdgelfiousing
are met. Ms. Kovel also stated that Beacon Communities, along with other stakeholders, would support a process to discu:
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affordable housing goals for the coming decade. Késel offered other QAP suggestions on proposed equity raises and
incentives for extended affordability.

Joe Kriesberg, Executive Director, Massachusetts Associations of CDCs (MACDC)

On behalf of MACDC, MrKriesberg expressed his support for:

i DHCD’s commitment to housing development in distressed urban neighborhoods;
1 theincrease in QAP points for projects with a neighborhood revitalization plan; and
1 the continuing effort to award points for sponsorship by a DH&fagnized CDC.

Mr. Kriesberg also recommended:

1 a rolling application process for homeless projects;
1 flexibility with respect to the $100,000 per unit cap in DHCD subsidy; and
1 clarification that a 12init minimum project size applies only to projects requesting LIHTC.

He stated that he looks forward to seeing the draft regulations for the donation tax credit.
Bart Mitchell, CEO, The Community Builders

Mr. Mitchell thanked DHCD for its continuing leadership in providing opportunities for people of various income leveds to liv
throughout the Commonwealth. He stressed the need for investment in housing produbtosuinurbs as well as in urban
locations experiencing job growth, and, subsequently, higher demand from inadekegnters. Investments in these locations
will help ensure that low and moderate income households will not get priced out of the hading st

Brian J. McMillin, NewGate Housing

Mr. McMillin expressed several concerns, including his concern that DHCD reserves the right to limit the number of awards to
a given sponsor in a competitive round. He expressed concern that the “areas of opportunity” threshold category may
disadvantage certain communities. He also expressed concern about the 10% ELI requirement as it applies¢oméxed
projects. He expressed concern about local support and neighborhood revitalization plans which mightatisa@wapter

40B projects. MrMcMillin offered possible solutions intended to address each of his concerns.

Margaret Moran, Cambridge Housing Authority (CHA)

The Cambridge Housing Authority stated its appreciation for the support the state has pi@\@dbdl projects through the
LIHTC. Over 15years, LIHTC has helped revitalize 1,1@@its of CHA housing and leverage over $1billion in private

equity funds. CHA would like DHCD to include a public housingasstle in the QAP, similar to the saices in prior years

for HOPEVI projects. The CHA also would like to see a more diverse group of stakeholders participate in preservation
discussions and in modifications to the preservation matrix. The CHA would like to see greater reference withiixttee ma
public housing.

Andrew Spofford, Preservation of Affordable Housing (POAH)

Mr. Spofford noted that POAH works with nine other state jurisdictions, and that the Massachusetts QAP is unique ifyhow clear
it expresses its priorities and implementsrthwith the projects it funds. Working on affordable housing iMa8sachusetts

cities and towns, he stated that POAH has seen the positive effect of affordable housing on people who live in the wedjects a

as on their neighbors. Mr. Spofford alsoted the importance of consistency in the QAP in the midst of changes at the federal
level. He cautioned against narrowly defining formal revitalization plans. He also cautioned against penalizing responsible
owners by applying the preservation matrxcertain ways. MrSpofford noted POAH’s appreciation for the QAP focus on
preservation, but cautioned against penalizing misdiowen nonprofits in the evaluation of matrix categories.
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Matthew Zahler and Marzug Muhammad, Trinity Financial

Mr. Zahlerand Mr. Muhammad indicated that Trinity Financial has been able to pursue affordable housing projects with 9% and
4% phases. Trinity Financial would like to see the state support Trinity’s approach and permit developers to submit both phases

together in ompetitions.
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Appendix G: The Massachusetts Low Income Housing Tax Credit Program

760 CMR 54.00: MASSACHUSETTS LOW-INCOME HOUSING TAX CREDIT
PROGRAM

54.01:Scope, Purpose and Applicability

54.02: Definitions

54.03: Amount of Credit Authorized

54.04: Eligible Projects

54.05: Eligible Recipients

54.06: Allotment of Credit Among Partners, etc.

54.07: Transferability of Credit

54.08: Prerequisites to Claiming @ie

54.09: Placed in Service Requirement; Time for Claiming Credit
54.10: Carryforward of Credit

54.11: Limitations on Credit; Ordering of Credit

54.12: Recapture

54.13: Reporting and Recordkeeping Requirements

54.14: Application Process and Administrathees

54.15: Reference to Federal Credit Rules

54.16: Authorization of Department to Take Further Actions

54.01: Scope, Purpose and Applicability

(1) General. 760 CMR 54.00 explains the calculation of theitmeme housing tax credit established

by M.G.L. c. 23B, 83, M.G.L. ¢ .62, § 6l and M.G.L. c. 63, 8 31H (St. 1999, c. 127, 88 34, 82, 90).
The Department of Housing and Community Development may allocate Massachusétisolow
housing tax credit in the amount set forth in M.G.L. c. 23B, 83, M.6.62, § 61 and M.G.L. c. 63,

8 31H (St.1999, c. 127, 88 34, 82, 90) for projects that qualify for the federailloame housing tax
credit under Section 42 of the Internal Revenue Code of 1986, as amended.

(2) Effective Date. 760 CMR 54.00 takes etfepon promulgation and applies to tax ydmginning

on or after January 1, 2001.

54.02: Definitions
For purposes of 760 CMR 54.00 et seq., the following terms have the following meanings, unless the
context requires otherwise:

Act, M.G.L. c. 23B, 8,M.G.L. c. 62, § 6bnd M.G.L. c. 63, 8§ 31H (St. 1999, c. 127, § § 34, 82, 90).

Allocation of Massachusetts Credit, the award by the Department of the authorized Massachusetts
low-income housing tax credit among qualified Massachusetts projects.

Allotment, in the case of a qualified Massachusetts project owned by an unincorporated flow through
entity, such as a partnership, limited liability company or joint venture, the share or portion of credit
allocated to the qualified Massachusetts project thatistent within and subject to 760 CMR 54.06,

may be claimed by a taxpayer who is designated a member or partner of such entity or by a transferee
of such member or partner.
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Building Identification Number, the identification number assigned to badting in a qualified
Massachusetts project by the Department.

Code, the Internal Revenue Code of 1986, as amended and in effect for the taxable year.
Commissioner, the Commissioner of Revenue.

Compliance Period, the period of 15 taxable yéaginning with the first taxable year during which
a qualified Massachusetts project first meets all of the requirements of 760 CMR 54.08.

Credit Period, the fivgrear period during which a qualified Massachusetts project is eligible for the
Massachusettew-income housing tax credif he credit period begins with the taxable year in which
a project meets all of the requirements of 760 CMR 54.08 and ends five years later.

Department, the Department of Housing and Community Development.

Eligibility Statement, a statement authorized and issued by the Department certifying that a given
project is a qualified Massachusetts project and setting forth the annual amount of the Massachusetts
low-income housing tax credit allocated to the projddte Departmenghall only allocate tax credit

to qualified Massachusetts projects consisting of one or more buildings that are all placed in service
on or after January, 2001.

Federal Carryover Allocation federal carryover allocation of a tax credit where a fedefatbme
housing tax credit is allocated under Section 42 (h)(1)(E) or (F) of the Code prior to the calendar year
in which the buildings comprising the project are placed in service.

Federal Lowincome Housing Tax Credit the federal tax credit as proMdéection 42 of the Code.

Low Income Project, a qualified leimcome housing project, as defined in Section 42 (g)(1) of the
Code, which has restricted rents that do not exceed 30% of the applicable imputed income limitation
under said Section 42 ofdlCode, for at least 40% of its units occupied by persons or families having
incomes of 60% or less of the median income or for at least 20% of its units occupied by persons or
families having incomes of 50% or less of the median income.

Median Income, th area median gross income as such term is used in Section 42 of the Code, and
which is determined under United States Department of Housing and Urban Development guidelines
and adjusted for family size.

Placed in Service, this term shall have the sanmaning as the term is given under Section 42 of the
Code and the federal regulations thereunder.

Qualified Massachusetts Project, alowome project located in the Commonwealth which meets the

requirements of M.G.L. c. 23B, 83 M.G.L. c.62 861 and M.@.L63, 8 31H (St. 1999, c. 127, 88 34,
82, 90) and whose owner enters into a regulatory agreement.
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Regulatory Agreement an agreement between the owner of a qualified Massachusetts project and the
Department recorded as an affordable housing restrictiderud.G.L c. 184 with the registry of

deeds or the registry district of the land court in the county where the project is located that requires
the project to be operated in accordance with the requirements of 760 CMR 54.00, and M.G.L. c. 23B,
83, M.G.L. c.62, § 6l and M.G.L. c. 63, § 31H (St. 1999, c. 127, § § 34, 82, 90) for not less than 30
years from the expiration date of the compliance period

Taxpayer any person, firm, or other entity subject to the personal income tax under the provisions of
M.G.L. c. 62, or any corporation subject to an excise under the provisions of M.G.L. c. 63

54.03: Amount of Credit Authorized
Q) Authorized Amount The amount of Massachusetts kaveome housing tax credit authorized
to be allocated annually equals the safim

(&  $10,000,000;

(b) unused Massachusetts lomcome housing tax credits, if any, for the preceding
calendar yearsaand

(© Massachusetts losmcome housing tax credits returned to the department by a
Qualified Massachusetts Project.

54.04: Eligible Projects
(2) Project Eligibility. Qualified Massachusetts Projects for which the Department has issued an
eligibility statement are eligible for an allocation of Massachusettsrioame housing tax credit.

(2) Prioritization by the DepartmentThe Department shall amend or supplement its existing
qualified allocation plan or its program guidelines, or both, to provide taxpayers guidance on how
Massachusetts loomcome housing tax credit will be allocated among competing projestgh
guidanceshall adhere to the statutory requirements of providing the least amount of Massachusetts
low-income housing tax credit necessary to ensure financial feasibility of selected projects while
allocating the total available Massachuskttg-income housing tagredit among as many Qualified
Massachusetts Projects as fiscally feasible. Subject to these statutory constraints, the Department may,
in its discretion, provide guidance that

€) requires owners of projects with more than a designated dollar amdadeddl credit
to fund a portion of project equity from funds attributable to the Massachusetts low
income housing tax credit,

(b)  encourages owners of certain projects to raise equity primarily using the Massachusetts
low-income housing tax credit whilesing a minimal amount of the ®alled 9%
federal lowincome housing tax credit,

(c) encourages the creation of projects funded through a combination of Massachusetts
low-income housing tax credit and the-caled 4% federal lovincome housing tax
creditallowable to buildings financed with tasxempt bonds, and

(d) encourages the creation of any other projects that the Department deems to be
consistent with the statutory goal of increasing the overall number eintmme
housing units.
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54.05: Eligible Recipients

Any person or entity (of whatever type) with an ownership interest in a Qualified Massachusetts
Project is eligible to receive an allocation of Massachusettélomme housing tax credit with respect

to such project.

54.06: Allotment of Credit Among Partners, etc.

Whenever an owner of a Qualified Massachusetts Project with respect to which Massachusetts low
income housing tax credit has been allocated is an unincorporatethflawgh entity, such as a
partnership, limited&bility company or joint venture, the entity may allot the Massachusetts tax credit
available to the entity among persons designated by it as partners or members in such amounts or
proportions as they may agree in the organizational documents goveramgrgity, provided that

the owner certifies to the Commissioner the amount of Massachuseiitsclonve housing tax credit
allotted to each member or partner on a form designated by the Commissidreallotment of
Massachusetts loomcome housing taxredit need not follow or be consistent with the allocation, as

the word is used in Section 704(b) of the Code, of other partnership items (e.g., income, loss, deduction
or credit, including the federal leimcome housing tax credit)Similarly, whenever Mssachusetts
low-income housing tax credit is allocated with respect to a Qualified Massachusetts Project that is
owned through a joint tenancy or similar ownership arrangement, the owners of such project may allot
the right to claim the Massachusetts lmwome housing tax credit allocated with respect to such
project among themselves in such amounts as they agree, without regard to their actual ownership
interest in the project, provided that the owners certify to the Commissioner the amount of
Massachugés lowincome housing tax credit allotted to each owner on a form designated by the
Commissioner.

54.07: Transferability of Credit

(1) Transferors, TransfereesAny taxpayer with an ownership interest in a Qualified
Massachusetts Project with respectwbich there has been allocated Massachusettsnoame
housing tax credit and any taxpayer to whom the right to claim Massachusettedme housing

tax credit has been allotted or transferred may transfer the right to claim unclaimed Massachusetts
low-income housing tax credit to any other Massachusetts taxpayer without the necessity of
transferring any ownership interest in the original project or any interest in the entity which owns the
original project. The transferor must transfer all credit ibttitable to periods after the transfer date
agreed upon by the parties. For treatment of carry forward credit, see 760 CMR 54.10.

(2)  Transfer Contract Requirement& taxpayer, owning an interest in a Qualified Massachusetts
Project or to whom the righo claim Massachusetts lesmvcome housing tax credit has been allotted
or transferred, who transfers his, her orciadit such that credit may be claimed by a taxpayer
withoutownership in the project and without an interest in the entity that owmpsdjest must enter
into a transfer contract with the transferdée transfer contract must specify fodowing:

(@ Building Identification Numbers for all buildings in the project;

(b)  the date each building in the project was placeskmice

(© the 15year compliance period for the project;

(d) the schedule of years during which the credit magibienedand the amount of credit
previously claimed; and
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(e) the taxpayer or taxpayers that are responsiblpdgingrecapture if recapture should
ocaur.

The transferring party shall attach a copy of this contract to the transfer statement required under
760CMR 54.13(4).

(3) Transferred Eligibility to Claim CreditAny taxpayer who is a transferee of the right to claim

a Massachusettew-income haising tax credit with respect to a Qualified Massachusetts Project may,
provided all transfer requiremeraad all other requirements for claiming such credit are ctam

such credit notwithstanding the fact that the credit manally have been alloated to a taxpayer
paying a differenincome tax (i.e., personal or corporate)

4) Sale of Credit is Sale of Capital Assefhe sale oMassachusetts loimcome housing tax
credit will be treated ae sale of a capital asset under the Massachusettsnpéncome tax or the
net income measure of the corporate excise.

(5) Examples The following examples illustrate tla@plication of 760 CMR 54.07:
€)) Example 1.If taxpayer X receives an allotmentMfassachusetts loimcome housing
tax credit as a grtner in a partnership that owns a Qualified Massachusetts
Project,taxpayer X may transfer the Massachusetts-iltmome housing tax credit
allotted to it to taxpayer Y, whether oot taxpayer Y is a partner in the partnership.

(b) Example 2 Credit isallocated with respect topoject owned by a limited liability
company and allottetb individuals who are members in the company. One of
themembers may sell his or her credit to a corporatidrether or not such corporation
is @ member in the company.

54.08: Prerequisites to Claiming Credit

When Massachusetts lemwcome housing tax credit isllocated with respect to a Qualified
Massachusetts Projecsuch credit may not be claimed by any taxpayer with respesmhydouilding
in such projectinless and until

(1)  all buildings in such project have been placed in senacel

(2)  the project has met the minimum-seside and occupancgquirementsf Section 42(g) of the
Code Before the end of the first taxable year in which credit is cldjrtieetaxpayer must record a
Regulatory Agreement in a form acceptable to the Department with respect to such project.

54.09: Placed in Service Requirement; Time for Claiming Credit

(2) Placed in Service Requiremerll buildings in a projectmustgenerally be placed in service
in the year in which thellocation of Massachusetts lamcome housing tax credit mmade.
Notwithstanding the foregoing sentence:

(@)  with respect t@ projecthat has an allocation of federal lomcome housing tax cregli
whenever such project qualifies for a federal carryover allocation under
Section42(h)(1)(E) or (F) of the Code amlde federal regulations thereunder, such
project maycontinueto be a Qualified Massachusetts Project ifdivmerof the project
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entersinto a satisfactory carryovetlocationagreement witlthe Department prior to
the endof the year in which the allocation of credit is made;

(b)  with respect to a project for which the federal {meome housing tax credit is
allowable by reason of Seéat 42(h)(4) of the Code applicable to buildings financed
with tax exempt bondsuch project may continue to be a Qualifisthssachusetts
Project if, in the judgment of th®epartment, the project would otherwise meet all of
the requirements for a fedlal carryover allocation unde8ection 42(h)(1)(E) or (F)
of the Code and the federakgulations thereunder and the owner of the project
entersinto a satisfactory carryover allocation agreement withDie@artment prior to
the end of the year in wth the allocation of credit is made; and

(c) with respect to all projects that do not have an allocation of federaintmmme tax
credit and for which such credit is not allowable by reason of Section 42(h)(4) of the
Code, such project may continue to d€ualified Massachusetts Project if, in the
judgment of the Department, the project would meet the standards and requirements
for a federal carryover allocation under Section 42(h)(1)(E) or (F) of the Code and the
regulations thereunder, if, at the tiwmfehe allocation of the Massachusettsdmeome
tax credit, the project had, instead, been allocated a federahdémme tax credit, and
the owner of the project enters into a satisfactory carryover allocation agreement with
the Department prior to thend of the year in which the allocation of the Massachusetts
low-income housing tax credit is made.

The Department shall provide a form of Massachusattyover allocation agreement for the
Massachusetiew-incoming housing tax credit.

(2) Timing o Claiming Credit Any taxpayer holding the right to claim Massachusetts- low
income housing tax credit witlespect to a Qualified Massachusetts Project may claim eagaro
portion of the annual amount of Massachusettsitm@me housing tax credit allated with respect

to such project fothe calendar year in which such project first meetscdmelitions described in
760CMR 54.08, with proration based on the portion of such calendar year during which the
projectmeets those conditions. Any amount ohaal credit deferredn account of proration may be
claimed in the sixth tax yeasissuming the project remains qualified.

3) Early Credit Election Notwithstanding the generally applicable timing for claiming
Massachusetts loimcome housing tax credit described in 760 CMR 54.09(2), an owner of a Qualified
Massachusetts Project may elect to acceleratetithe for claiming the credit.Provided thathe

project firstmeets the conditions described in 760 CMR 54.08, an ownesuch Qualified
Massachusetts Project may file a notice with the Commissioner in a form to be determined by the
Commissioner that the owner has elected to accelerateditii.

(4)  Effect of Early Credit ElectionWhen an owner of @ualified Massachusetts Project makes
an early credit electionn the first year of the credit period and such project méssequirements
for making such an election, themtwithstanding 76 CMR 54.09(2), any taxpayer holding thight

to claim Massachusetts lenvcome housing tax credivith respect to such project shall claim the
taxpayer's share of the project's entire annual allocation of Massachuseittsdave housing tax
credit forthe taxable year in whiclsuch election is validly made, without proration or adjustroant
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account of the date during such year on which the praggaiced in service or on which such election
is made,subject to any other applicable limitations.

(5) Examples The following examples illustrate tla@plication of 760 CMR 54.09.

(@) Example 1 Assume $100,000 of Massachusetts low incbmgsing tax credit is
allocated with respect to a projeéat2001. The project is owned by one individual who
retainsthe right to claim such crediNo Massachusetts carryowatocation agreement
under 760CMR.54.09 () has beeenterednto. The individual's tax year coincides
with thecalendar yearlf the project meets the conditiomescribed in 760 CMR 54.08
and is placed in service o®ctober 1, 2001, then the individual holding the right to
claim sud credit may claim $25,000 in Massachusétts-income housing tax credit
on his or her Massachusettsx return for the year 2001 subject to any othpplicable
limitations. The individual would be expected ¢aim $100,000 on his or her
Massachuséd tax returns foeach of the years 2002, 2003, 2004, and 2005, and to
claim $75,000 on his or her Massachusetts tax return for th@66ér assuming the
project remains qualified and tivedividual retains the right to claim all of the credit.

(b) Exanple 2 The same individual elects to take the earbdit option instead of the pro
rata approach. Theindividual may claim $100,000 in Massachusetts low
incomehousing tax credit on his or her tax return for 2001, %4®@D,000 per year for
each of theubsequent four years.

(c) Example 3 The same individual has a tax year that fuosy July I to June 30The
individual elects to take thmarly credit option. The individual takes the
$100,000credit available on October 1, 2001 in his tax yearehds on June 30, 2002
and $ 100,000 per year for each of the taxpayer's subsequent four tax years.

54.10: Carryforward of Credit
(1) Carryforward Period Any amount of the credit that excedtle claimant's tax due may be
carried forward to any of thieve subsequent taxable years.

(2)  Transfer of Carryforward A taxpayer who transfers amclaimed portion of the credit
pursuant to 760 CMR 54.07(fjay choose whether or not to include carryforward credit from prior
years in the transfer.

(3) Transferee Treated Like Original OwneFor the purpose afetermining the carryforward
period, the transferee shall beund by the same schedule for claiming editras the taxpayer
originally entitled to the credit as an owner djualified Massachusetts project, regardless of how
often thecredit has been transferred.

54.11: Limitations on Credit; Ordering of Credit

(1) Limitations on Credit The credit maynot be applied tancrease the maximum amount of
credt allowed under M.G.L. 63, or to reduce the minimum corporate isgcimposed under
M.G.L. c. 63.
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(2)  Ordering of Credit The credit may be applied tombination with other creditallowed
under MG.L. c. 63 inany order.Similarly, the credit may be applied in combinatieith other credits
allowed uinder M.G.L. c. 62 in any order.

3) Credit Nonrefundable The credit is not refundable to thaxpayer. The following text is
effective 11/24/2000

54.12: Recapture

(2) Recapture; Disallowance Whenever an event or circumstance ocowith respect to a
Qualified Massachusetts Project that results in any recapttederhl lowincome housing tagredit

or if, in the judgment of the Department, the project would meet the condition for recapture of federal
low-income housing tax credit under Section 42(j) of the Code and the regulations thereunder, if, at
the time of the allocation of the Massaco#itis lowincome tax credit, the project had, instead, been
allocated a federal loancome tax credit, then any Massachusédiv-income housing tax credit
claimed with respect to the project shall be subject to recapture in the amount described belotv, subj
to the standards and requirements of Section 42(j) of the Code and the regulations thereunder, and an
Massachusett®w-income housing tax creidallocated to such project andt yet claimed as of the

date of the recapture event shall be disallowedllotwithstanding any agreement between
transferor and transferee, each taxpayer who has claimed any portion of the Massachusetts low
income housing tax credit allocated to the project in question shall be liable for paymenthadrhis,

or its respectiveecapture amount as specified in 760 CNR. 12(3).

(2) Recapture PeriodMassachusetts loimcome tousing taxcredit allocated with respect to a
project is subject to recapture (and disallowance to the extent not yet clairaag)tiame during the
15year compliance period.

3) Recapture Fraction

(@)  With respect to projects that have an allocation of federalincome housing tax
credits, afraction in which the numerator is the amount of all federal-ilmwome
housing tax credit recaptured witbspect to the project andet denominator is the
amount ofall federal lowincome housing tax credit previousiigimedwith respect to
the project.

(b)  With respect to projects that do not have an allocation of federahlmme housing
tax credit, a faction calculated according to the standards and requirements of
Section42(j) of the Code, as if a federal lamcome housing tax credit had been
allocated to the project instead of a Massachusettsiomme housing tax credit.

(4) Amount of Recapture The amount of Massachuseltsv-income housing tax credit to be
recaptured from antaxpayer upon the occurrence of a recapture event equalsothect of

(@) the Massachusetts leiwcome housing tax creditaimedby such taxpayer prior to the
recaptue event times
(b)  the recapture fraction.
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(5) Timing of Recapture The amount of recapture of tMassachusetts losmcome housig tax
credit shall be reportemhd shall be subject to tax the taxable year during whithe recapture event
takesplace.

(6) Example The following examle illustrates the applicatiaaf 760 CMR 54.12 Assume, the

owner of a QualifiedMassachusetts Project is a calendar year taxpalyee. annuatredit amount
allocated to the project is $20,000Che projectmeetsthe requirements of 760 CMR 54.08 on
Octoberl, 2001. Taxpayer makes an early credit election and takes ,@@2€redit for tax year 2001.
Taxpayer takes a second $20,@pedit for tax year 20020n April 1, 2003, the project goesit of
compliance ad becomes subject to federal recapture, or would become subject to federal recapture if
federal credits had been awarded instead of state cradiitEredit is available to taxpayer for tax
years 2003, 2004 arRD05. The $40,000 credit previously takdry the taxpayer isubject to
recapture according to the formula in MR 54.12(4).

54.13: Reporting and Recordkeeping Requirements
(1) Taxpayer Requirementdn order to claim the credit, a taxpayer must provide to the
Commissioner the following:

(@) eligibility statement as provided in 760 CMR 54.13(2);

(b)  allotment certification, if applicable, as provided7®0CMR 54.13(3);

(c) transfer statement, if applicable, as provided in GMR 54.13(4) (with a copy of
transfer contract, ipplicable asprovided in 760 CMR 54.07(2)); and

(d) Massachusetts carryover allocation agreemenppficable as provided in 760 CMR
54.09(1).

(2)  Eligibility Statement The Department shall adopt a fooheligibility statemento be issued

by the Departmergvidencing a Qualified Massachusetts Project's eligibilitpMassachusetts low

income housing tax crediEach taxpyerclaiming any Massachusetts lamcome housing tax credit
with respect to a project shéile a copy of the eligibilitystatement wh each Mass#isetts tax return
on which anyMassachusetts loamcome housing tax credit is claimed.

(3) Allotment Certification The Commissioner, in consultationith the Department, sii
provide a form of allotmentertification to be filed by any umcorporated flowthrough entity

(@) thatis the owner dd project with respect to whidlassachusetts loimcome housing
tax credit has been allocatedtbe following text is effective 11/24/2000

(b)  to which the right to laim a Massachusetts lelwcome housing tax credit l&abeen
allotted or transferredThe entity shallife such certification with th€ommissioner
following the close of the first taxable year in the credit period or thetdixable year
the entity holdghe right to claim credjtwhichever is later.Such certification shall
provide the name and federal taxpaidentification number of each taxpayer with an
interest in the entity on the date the projeset all of the requirements of
760CMR 54.08, and shall also indicate the amt of Massachusetts lemwcome
housing tax credit allotted to eacuch taxpayer.The certification shall also contain
such other information as the Commissioner may from time to time reddaeh
taxpayer claiming any Massachusetts-iomome housig tax credit by way of a flow
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through entity shall file a copy of such certification with each Massachusetetax
onwhich any Massachusetts lamcome housing tax credit is claimed.

(4)  Transfer StatemenThe Commissioner, in consultation with the Department, shall proteulga
a form of transfer statemeta be filed by any person who transfers the rightl&aim Massachusetts
low-income housig tax credit with respect to Qualified Massachusetts ProjeciThe transfer
statement shall be required in addition to the transfer contract requifé@ MR 54.07(2).

The transferor shall file a transfetatement with the Commissionegithin 30 days after transfeihe
transferor shall also prale a copy osuch statement the owner of the project with respect to which
the transferredredit was allocated within 30 days after transfnetransfer statement shall proeid
the name and federal taxpaydentification number of each taxpayer to whom thedjltransferor
transferred the right to claim any Massachusettsitmome housing tax creditith respect to the
project andshall also indicate the amount of Maskusetts lowncomehousing tax credit, including
any carry forward creditransferred to &h such person or entityrlhe statement shadllso contain
such other information as the Commissioner rirayn time to time require A copy of the transfer
contract, ifrequired under 760 CMR 54.07(2), shall be attached tdrdhsfer statement.Each
taxpayer claiming any Massachusdtw-income housingax credit shall file with eadWlassachusetts
tax return on whih any Massachusetts lamcomehousing tax credit islaimed copies of all transfer
statements and transfer contracts necessary to d@hallBmmmissioner to trace thaiched credit to
the credit thatvas initially allocated wvih respect to the project. Eaploject owner shall file copies
of all transfer statements atrdnsfer contracts receideegarding a project with suchwner's annal
Massachusét tax or informational return.

(5) Record keeping Relirements Owners of qualifiedlassachusetts projects and taxpayers that
transfer or claintredit with respect to such geats shall be required to keelp records pertaining to
credt until the expiration of theregulatory agreement; if a Massachusetts carryover
allocationagreement is entered into with the Department under 760 &MI®(1), the records must
include a copy of the Massachusetsryover allocation agreement athacuments relevant thereto.

54.14: Application Process and Administrative Fees

(1) Application Project apptants seeking an allocation bfassachusetts loimcome hosing
tax credit shall include sequest for such credit alldoan in the same appktion tobe filed with the
Departmat through which such proponemgiquests an allocation téderal lowincome housing tax
credit. With respect to projects described in 760 CEHR09() (b), the request for Mssachusetts
low-income housingax credit shihbe madein the form of a letter to thBepartment accompanied
by:

(@ a copy of the applicant's submission to the agency providing thextarpt bond
financing for the project; and

(b) such additional inforntagon as would be included in @applicationto the Depament
for a federal lomincomehousing tax credit allocationThe Department shall issue
guidance describingng additional information to bencluded with credit requests.
The Department may requitieat the applicant provide analyses déaiative funding
scenarios that allowthe Department to evaluate tfewmparative efficiency of
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allocating varying levels diederal and Massachusetts kaveome housing tax credit
to such proposed project.

(2) Filing Fee Each applation seeking aallocation ofMassachusetts losmcome housing tax
credit shall be accompanied by a filing fee bg the Department which shdle payable to the
Commonwealth of Massachusetts.

54.15: Reference to Federal Credit Rules

Unless otherwise provided in M.G.t..23B, 83, M.G.L. ¢ .628 6l and M.G.L. c. 63, § 31H (S1999,

c 127, 88 34,82, 90) or 760 CMR 54® or unless the context cleartgquires otherwise, the
Massabusetts lowincome housing tagredit shall be administerediéh allocated in accordaneath

the standards and requirements applicable to the federahémme housing tax credit as set forth in
Section42 of the Code and the federal regulations adopted there under, and with respect to the
administration of the Massachusetts {mw@ome housig tax credit, whenever the word “Secretary”

appears in the Code and associated regulations, it shall be taken to mean Director of the Department.

54.16: Authorization of Department to Take Further Actions

Nothing in 760 CMR 540 shall be deemed to litthe authority of the Department to take all actions
deemed by the Department in its discretion to be consistent with the authority granted the Department
under M.G.L. c. 23B, 83M.G.L. c.62, 8§ 61 and M.G.L. c. 63, 8§ 31H (St. 1999, c. 18%,34, 82,

90).

REGULATORY AUTHORITY
760 CMR 54.00: M.G.L. c. 23B, §§ 3, 6; M.G.L. c. 62, 85 61 (3)(T% (), (J (4), (g); M.G.L. c. 63,

§§31H(a), (9 (7), (), (O (4, (9).
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Appendix H: Glossary of Terms

Tax credit applicants should note that the federal rules governing Low Income Housing Tax Credits
are complex. All developers should consult a qualified tax attorney or accountant to determine
eligibility for the credit. The termdefined below are not meant to substitute for a reading of Section
42 but are only meant to provide prospective applicants with a general understanding of commonly
used terms.

4% Credit The term “4% credit” refers to the 30% tax credit, which has a
presat value equal to 30% of the project’s qualified
development costs, or approximately 4% per year ov
10-year period. The “4% credit” is available in two situations:
1) Development costs of new building or substar
rehabilitation developed with a fedal subsidy, including ta»
exempt financing; and )Acquisition cost of an existin
building, which must also be substantially rehabilitated
greater of $,000 per low income unit @ % of the depreciabl
basis of the building) in order to qualifgrfthe credit for the
acquisition cost.

9% Credit The term “9% credit” refers to the 70% tax credit, which has a
present value equal to 70% of the project’s qualified
development costs, or approximately 9% per year ov
10-year period. = The “9% credit” is available for the
development costs of a new building or substal
rehabilitation of an existing building without a federal subs

Applicable Fraction The smaller of the “unit fraction” or the “floor space fraction”
(see Section 42J¢1) of the Internal Revenue Cod&he “unit
fraction” is the fraction of qualified low income units in the
building. The “floor space fraction” is the fraction of total floor
space contained in the qualified low income units in
building.

Carryover Allocation An exception to the general rule that a credit allocation is
only if the allocation occurs within the calendar year in wt
the building is placed in servicénder this type of allocatior
1) more than 1(@ercent of the project's reasonahhticipatec
basis (costs) must be incurred by the end of the calendar y
which the allocation is made; and tBe building(s) in the
project must be placed in service by the end of the se
calendar year following the year of the allocation. “However,
projects which receive reservations in the second half of
calendar year will have six months from the date of alloce
(or until the following June 30, if later) to incur more tr

Page350f 119



Massachusetts LIHTC
2017Qualified Allocation Plan

10 percent of the project’s reasonably anticipated basis as of the
end of the second calendar year following allocation”.

Compliance Monitoring DHCD must actively monitor all tax credit projects
determinaf theyare complying with the various requireme
of the tax credit program, which include, but are not limitec
determining whether the rents charged on tax credit
exceed maximum allowable rents and whether the incom
tenant households at initiaccupancy and during subsequ
reviews exceed maximum allowable income limits.

Department of Housing and The Department of Housing and Community Developn

Community Development (DHCD) is the designated tax credit allocating agency for
Commonwealtlof MassachusettsDHCD administers feder
community development programs, administers the si
public housing programs, coordinates its gquuverty efforts,
and provides a variety of services to local government offic
The focus of DHCD is to ake state and federal funds &
technical assistance available to strengthen communitie:
help them plan new developments, encourage ecor
development, revitalize older areas, improve local governi
management, build and manage public housing, utdi®
affordable housing through the private sector and respond
needs of lowincome people.

Eligible Basis The sum of the eligible cost elements that are subje
depreciation, such as expenditures for new construc
rehabilitation, building acquisition, and other costs use
determine the cost basis of the building(s) (see IRC Sectic
for a more detiged definition). The eligible basis is increas:
by 30 percent if the building(s) in the project are located
difficult development area or qualified census tract.

EUR Title VI subtitle A of the CranstoGonzalez Nationg
Affordable Housing Act cetains the Low Income Housir
Preservation and Resident Homeownership Act of !
(“LIHPRHA” or Expiring-Use Restriction (“EUR”) program).
Contracts under lownterest loan programs of the 1960's
1970's permitted certain owners to prepay federally ask
mortgages after the twentieth year of the forty year mort
term. The statute's basic objectives are to assure that mi
the “prepayment” inventory of HUD-assisted housing remai
affordable to low income households and to pro
opportunities fo tenants to become homeowners
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HOPE VI In 1992, Congress created the Urban Revitalize
Demonstration Program (otherwise known as HOPE VI) fo
purpose of revitalizing severely distressed public hou
developments. HOPE VI is funded by the U.S. Departme
Housing and Urban Developmetd provide localities witt
funds and flexibility to reshape existing public hous
neighborhoodslt can supply up to $50 million to transform
entire public housing development.

Internal Revenue Code The Low Income Housing Tax Credit Program (LKETis a
housing program contained within Section 42 of the Inte
Revenue Code of 1986, as amended, governs tax cred
owners or investors in low income housing projects.

Massachusetts Development The Massachusetts Development Ricea Agency (MDFA)

Finance Agency was created by the Massachusetts legislature to ex
economic development opportunities. MDFA funds
programs through the sale of taxable andelsempt bondso
private investors.

Massachusetts Housing Finance The Massachusetts Housing Finance Agency (MHFA) ¢

Agency createdby the Massachusetts legislature to expand renta
homeownership opportunities for low and moderate inc
households. MHFA funds its programs through the sale
taxable and taxexempt bonds torfvate investors.

Quialified Basis The portion or percentage of the eligible basis that qualifie
the tax credit. A building's qualified basis equals its eligit
basis multiplied by its applicable fraction.

Section 42 Section 42 of the Intern&evenue Code of 1986, as amenc
governs tax credits for owners or investors in low incc
housing projects, which has received an allocation unde
terms of this plan.

TDC Total Development Costs. Costs incurred for the purc
and/or rehabilitatin of existing buildings or new constructic
Development costs may include planning, oversight, reloce
demolition, construction or rehabilitation, reserves and all ¢
costs necessary to develop the affordable housing project
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Ten Percent (10%) Test In order to qualify for a carryover allocation, the develog
basis in the property at the end of the year in which
allocation is received must be more than ten percent o
amount that the project's basis is reasonably expected tc
the end of the second year following the allocation year. B
consists of the project's depreciable costs and land tt
reasonably expected to be part of the project. However, prt
which receive reservations in the second half of the cale
year wil have six months from the date of allocation to nr
the ten percent test.
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Appendix I. Design Self Evaluations (Accessibility)
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Appendix I. Design Self Evaluations (Accessibility)

Part A: Access Code Summary
Code Applicability

Sponsors are required to answer the following questions regarding applicability of state,
federal, and local accessibility regulations.

1. Are Section 504, Title 11 of the ADA, or the ABA applicable to the project based on the
applicable statutes or sources of funding? Explain.

2. If the project is existing, show calculations indicating the cost of the work relative to the
value of the building or replacement cost (per MAAB's CMR 521 3.3, or
Section 504 8.23(a) if applicable).

3. Describe any variances from MAAB's requirements that are anticipated, and the status
of the variance process.
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Regulatory Reguirements:
Provide summary information regarding accessibility in the table below. Include the most
stringent applicable requirements of MAAB, the FHA, Section 504, the ADA, and any other
local requirements

1. Site Access - Accessible Route

Requirement for Facility: Proposed:
Routes to and from public spaces and
parking are required to be accessible.

2. Accessible Parking
Requirement for Facility: Proposed: (Indicate total number of
spaces provided)

3. Building Entrances and Accessible Routes Within Buildings

Requirement for Facility: Proposed:
4. Common Areas & Facilities (Offices, laundry rooms, community rooms, etc.)
Requirement for Facility: Proposed:

5. Group 1 Units (MAAB)
Requirement for Facility: (include units Proposed:
covered by the FHA)

6. Group 2 Units (MAAB)
Requirement for Facility: Proposed:
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DHCD Requirements for all developments

In addition to the requirements of MAB, FHA, ADA & 504.
*Requirements with an asterisk may be waived for moderate rehab projects.
** Requirements with two asterisks shall be required only at “Gut” rehab projects.

Feature

DHCD

Required

Rehab

New

Check if
Included

Comment

(Explain all
items that are
not included)

Exterior

Provide wayfinding signage
at large or challenging sites

Provide effective exterior
lighting at walkways,
accessible routes, and
exterior spaces, esp.
hazards

Provide handrails at all
exterior steps and stairs
subject to snow or ice
accumulation in order to
reduce slipping hazard

Common Areas

Laundry rooms provide a
table for folding accessible
to persons wittphysical
disabilities

Laundry Room Door to
have 1/2 height vision panel

Color contrast between
tread & risers omstairs and
between floors & walls in
corridors,more lighting to
facilitate recognition of
steps by visionmpaired
persons

Corridors in common areas
of Elderly or Assisted
Living Projects to have a
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continuous handrail
mounted on one side, 34"
AFF

All washers & dryers to be
front loading with front
controls, mounted on
platforms to reduce bending

Motion detector light
switches at laundry rooms,
other common areas

Use materials and colors
such that residents &
visitors can easily recognize
changes in floor level, use,
etc. to assist with
wayfinding.

Entrances

Provide exterior lighting at
each entry door, switched
by photocell/motion
detector.

Overhead weather
protection at entrances

Rough in wiring for power
operated doors

Y*

Max threshold height at
exterior doors to be
adaptable & able to comply
with the requirement for
accessible route

Y*

Provide power operated
doors at exterior entries of
Elderly or Assisted Living
Projects

Y*

No steps at entrances

Site grading provides
accessible route up to first
floor level (1:20 slope
maximum)

Unit Interiors

Rockertype electrical
switches
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Switches no higher than 48"
AFF, Thermostats at 54"

Y*

Lever hardware on all doors

Receptacles, phone & cable
jacks 18" AFF minimum

Y*

Max threshold or floor
transition height at interior
doors to be 1/2"

Recommend contrasting
colors between floor
surfaces and trirand
between walls and doots
facilitate recognition of
steps by visionmpaired
persons

Overhead light fixtures to
be able to accommodate a
2700 lumen lamp
minimum, where provided.

Receptacles next to phone
jacks for TTY devices

Y*

If provided, Bifold, by
pass, and Pocket doors to
have premium hardware,
easygrip handle, and 32"
clear when closed

Y*

All doors leading to
habitable rooms thave
min. 32" clearance

Elec panel within standard
reach range & with clear
floor space

Y*

Rough wire all units to
allow strobe lights to be
installed in every bedroom
and living area

Y*

Additional electrical outlets
at bed locations &lesks:
fourplex outlet for
computers, electronic
equipment, personal use
equipment such as oxygen

Y*

Adjustable height closet
rods and shelves
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At double hung windows, Y Y
use block & tackle balances
Acoustics: STC 50 at walls Y** Y

/ 1IC 50 atfloors between
units and between units and
common areas.

Acoustics: Locate Y** Y
bedrooms so that they are
not adjacent to common
corridors, trash chutes, or
other noise sources.

Odor Control: Provide for N Y
compartmentalization of
eachresidential units per
Energy Star standards. (At
new and adaptive rese
projects.)

Ventilation: Where N Y
conditioned fresh air supply
is provided to unit interiors,
allow resident control of air
flow. (At new and adaptive
re-use projects.)

Furnishing: Bedrooms and N Y
Living Rooms should have
more than one usable
furniture configuration. (At
new and adaptive rese
projects.)

Furnishing: At multilevel N Y
(townhouse) units with no
bedroom on the entry
floors, provide space to
allow atemporary bed or
sofabed inthe living room.
(At new and adaptive rase
projects.)

Baths
All tub/shower control Y Y
knobs to be single lever
handled
Lever faucet controls at Y Y
lavatory sinks, not paddle
handles
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Provide min. 12" grab bar
in all tub/shower units at
wall opposite controls, 48"
AFF

Tubs and showers must
have slip resistant floors
(conform to ASTM F462)

Mirrors in baths low
enough to reach counter
backsplashes

Provide solid blocking at all
water closetand
tub/showers for grab bars
installation

Handheld showers at short
wall of all baths, adjustable
height mounting.

Lighting: Provide norglare
dimmable task lighting at
vanities.

Kitchens

Min. clear floor space
between cabinets &
appliances 48"

Loop handles on cabinet
doors & drawers

Lever faucet controls at
kitchen sinks

Contrast colors at border
treatment of countertop vs
cabinets to facilitate
recognition of edge of
counter by vision impaired
persons

Adjustable height shelves in
wall cabinets

Controls on appliances
mounted to avoid reaching
over burners of Elderly or
Assisted Living Projects

Range hoods wired to
remote switch near the
range in an accessible
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location of Elderly or
AssistedLiving Projects
Pull-out shelves in base Y Y
cabinets and pantry of
Elderly or Assisted Living
Projects

Lighting: Provide norglare Y Y
dimmable task lighting at
countertops.

Part C: Visitability

Visitability of residential unitswil | be considered in project evaluation and scoring. The information
below must be provided bythe development team in order to determine the degree of visitabil ity.

1. Definition: Visitable Units shall have, at minimum, all of the following features:

1. Units shall be on aroute without stepsfrom a public way. (Please rote that thisis not
the same asan faccessble routed asdefined in 521 CMR orthe ADA.)

2. All doars on the abowe route, including the unit entry door, shall be 36” wide (32”
minimum clea width).

3. All unit interior doars (except closet doars) on the entry level shall be 3” wide (2~
minimum clear width).

4. On the unit entry level, there shall be a clear pathto (a) afull or half bathroom; and (b)
the living room and dining area of the unit. Such afull or half bathroom shall provide
maneuverabil ity clearances including access to fixtures in accordance with either (a)
the Fair Housing Act Design Manual or (b) Group 1 bathrooms as defined by 521 CMR.

2. New Construction Projects addlaptiveReuse RenovatioRrojects.

DHCD has establi shed a requirement that in new construction and adaptive re-use projects, al unitsin
elevatored buil dingsand all ground floor units shall fulfill the requirements of the abowve cefinition of
aVisitable Unit. Thisrequirement includes units with more than one story (“townhouse unts”).

3. Renovation of Existing Residential Projects.

DHCD has establi shed the goal of providing Visitable Unitsin existing renovation projects wherever
feasible. Sponsors are encouraged to make as many units as possble med the definition above of a
Visitable Unit.

At present, how many unitsin the project are visitable?

Upon completion of the renovations, how many unitsin the project wil | be visitable?
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For units that will not be visitable, please describe the problems preventing visitahility, as well as an
estimate of what the cost impact would be of resolving the problem in order for the units to be made
visitable. In cases of technological or space infeasibilit y, please explain.

Reaquirement Description of Cost

1. Units shall be on aroute
without steps from ¢
public way.

2. Doors on route shal be
36” widewith azero step
entrance.

3. All unit interior doars on
the entry level shall be
36” wide.

4. Clea paths to an entry
level bathroom and the
living/dining room,
bathrooms. Bathroomto
med Fair housing or

Cvniin 1 voaruivovrnointe
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*Requirements with an asterisk may be waived for moderate rehab projects.

DHCD Req

Comment

Feature Rehab New Check if (Explain all items that
Included are not included)
Exterior
Dedicated accessible parking space | Y Y
for each CBH unit (if parking is
provided)
If covered parking is available, Y Y
provide direct covered access from
parking to CBH units
Entrances
All building entrances on accessible | N Y
routes
Automatic door openers at building Y Y
entrances on accessible routes
All doorbells and intercoms mustbe | Y Y
accessible
CBH Unit Interiors
Electrical power for automatic door Y Y
openers at unit entries
Shelf for packages at inside and N Y
outside of all unit entrances
420 clear width i|Y" Y
Space to allow wheelchair Y* Y
approaches at both sides of bed
Wi de, shallow cl o|Y Y
max) with bifold doors)
Flush transition to exterior patiosor | Y Y
decks
Intercom systems usable by vision Y Y
or hearing impaired persons
Baths
660 turning diame|Y" Y
Cur bl ess shower ofY* Y
wide parallel clear area
Grab bars at all showers and tubs Y Y
Kitchens
660 turning diame|Y" Y
Side by side refrigerator/freezer Y Y
Cabinets with sliding shelves and Y Y
0l azy susand corn

Page49of 119



Massachusetts LIHTC
2017Qualified Allocation Plan

Appendix J. Design Self Evaluation (Green Building)
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In order to enable DHCD to evaluate the sustainable desayisions of each project, sponsors are to provide summary
information regarding green building techniques and sustainable design using the following checklist.

sky by avoiding ovelighting outdoor
spaces and by directing lighting
toward the ground plane.

Submit site lighting plan and
fixture information with
commitment documents.

Feature Verification Requirement Check if | Comment (explain all items
included | that are noincluded)

Site Design:

1. Minimize light pollution of the night | Include in outline specification.

Use native landscape plants that are
drought tolerant. Avoid plants that ar
on the Massachusetts Invasive spec
list. Use grounetover plants where
grass is not appropriate. Preserve
existing trees where possible.

Include in outine specification.
Submit landscape plan with
commitment documents.

3. Install systems for the recharge of rq Include in outline secification.
rainwater runoff into the groundwate| Submit plans with commitment
This may include downspouts to documents.
previous landscape surfaces ample
percolation.

4. Plant deciduous trees along the sout Indicate on site plan.
side of building and paved surfaces
provide summer shade.

5. Install covered bike racks. Indicate on site plan.

Building Design:

6.

Manage water at the building
envelope to exclude water. Install
flashing at horizontal exterior joints.

Submit flashing details with
commitment documents.

Seal the building envelope against a
infiltration. Use spray foam around
windows and doors, argkalant
beneath plates. Provide complete ai
infiltration barrier including lapped
and taped joints.

Submit results from blower
door test at randomly selected
units at completion of
construction. (10% of total unit
minimum).

At slab-on-gradeconstruction for
conditioned spaces, provide a therm
break and insulation at slab edge an
underside.

Indicate on wall section.

Insulate the building to a standard
15% better than code requirements.

Include in outline specification
a list of insulatio values,
including walls, foundation,

band joists, windows, and roof
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10.

Install boilers or furnaces that excee
90% efficiency. Size heating system
to take into account air sealing and
insulation. Do not oversize
equipment.

Include in outlinespecification.

11.

Install Energy Star labeled appliance

Include in outline specification,

12.

Install only fluorescenbr LED light
fixtures within units. Install all LED
emergency exit signs.

Include in outline specification,

13.

Install multispeed bathroom fans at
each bathroom with energy efficient
motor rated for continuous duty with
minimum rating of 50 cfm.Control
fan with occupancy sensor atidher.

Include in outline specification,

14.

Use neVOC interior paints.Use lov
VOC carpets, flooring, and adhesive

Include in outline specification,

15.

Provide mandatory CO detector
system

Include in outline specification,

16.

Install nonpaperfaced moldresistant
wallboard or cement board at areas
susceptible to moistur&cluding
kitchens, bathrooms, and laundry
rooms.

Include in outline specification,

17.

Install ceramic tile or water
impervious sheet flooring with all
edges sealed to the baseboard, tub,
and threshold to form a watéght
floor in bathrooms.

Include in autline specification.

18.

Install FSC Certified wood for at leas
60% of total wood used.

Include in outline specification,

19.

Install passive and active systems tg
harness renewable energy.

Submit outline specification as
well as statement of expected
energy saved and funding
strategy.

20.

Specify that demolition procedures
recycle at leas?5% of all removed
materials by volume, including site
materials, appliances, structure, and
finishes.

Include in outline specification,

21.

Specify that construction proceduresg
use materials efficiently, and that at
least 75% of construction waste be
recycled. Recycle all cardboard and
foam packaging materials.

Include in outline specification,
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22.Ventilate new or renovated wood

construction fully after exposure to
water so that wood dries completely
(10 days).Also ventilate the interior
spaces after substantial completion

and before occupancy to dry
construction and remove any
accumulated VOCs.

Include in outline specification

Building Management and Operations:

23. Provide designated spaces for
recycling containers for use by
residents. Include recycling

instructions to resident households.

Provide managememonitored
recycling program andieekly
collections.

Indicate space on floor plan(s)
Include in management plan.

24. Provide tenants with educational

materials about recycling procedureq

and efficient building systems
operations and maintenance.

Include in management plan.

25. Have allbuilding systems inspected

by a qualified independent
commissioning agent immediately
after construction, including

verification that the systems achieve

the efficiencies specified.

Include in outline specification|
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Appendix K. Fair Housing Principles and Affirmative Fair Marketing Plan

10.

Guidelines

Encourage Equity. Support public and private housing and community investment proposals that
promote equality and opportunity for all residents of the Commonwealth. Increase diversity and
bridge differences among residents regardless of race, disability, social, ecathrational, or
cultural background, and provide integrated social, educational, and recreational experiences.

Be Affirmative. Direct resources to promote the goals of fair housing. Educate all housing
partners of their responsibilities under the kamd how to meet this important state and federal
mandate

Promote Housing Choice.  Create quality affordable housing opportunities that are
geographically and architecturally accessible to all residents of the commonwealth. Establish
policies and mechasiins to ensure fair housing practices in all aspects of marketing.

Enhance Mobility. Enable all residents to make informed choices about the range of communities
in which to live. Target higipoverty areas and provide information and assistance to residents
with respect to availability of affordable homeownership and rental opporsutitreughout
Massachusetts and how to access them.

Promote Greater Opportunity. Utilize resources to stimulate private investment that will create
diverse communities that are positive, desirable destinations. Foster neighborhoods that will
improve thequality of life for existing residents. Make each community a place where any resident
could choose to live, regardless of income.

Reduce Concentrations of Poverty. Ensure an equitable geographic distribution of housing and
community development resoes: Coordinate allocation of housing resources with employment
opportunities, as well as availability of public transportation and services.

Preserve and Produce Affordable Housing Choices. Encourage and support rehabilitation of
existing affordable haing while ensuring that investment in new housing promotes diversity, and
economic, educational, and social opportunity. Make housing preservation and production
investments that will create a path to social and economic mobility.

Balance Housing Needs. Coordinate the allocation of resources to address local and regional
housing need, as identified by state and community stakeholders. Ensure that affordable housing
preservation and production initiatives and investment of other housing resourcesepromot
diversity and social equity and improve neighborhoods while limiting displacement of current
residents.

Measure Outcomes. Collect and analyze data on households throughout the housing delivery
system, including the number of applicants and households served. Utilize data to assess the fair
housing impact of housing policies and their effect over time, and to guide fudusng
development policies.

Rigorously Enforce All Fair Housing and Anti-Discrimination Laws and Policies. Direct
resources only to projects that adhere to the spirit, intent, and letter of applicable fair housing laws,
civil rights laws, disability law, and architectural accessibility laws. Ensure that policies allow
resources to be invested only in projects that are wholly compliant with such laws.
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