Missouri Housing Development Commission
Low Income Housing Tax Credit Program

Compliance Monitoring Manual

REVISION NOTICE #LIHTC-007 (REVISED 7/2/2008)
Section 1.3 COMPLIANCE PERIOD

( D ):
Determination of the Final Year of Program Compliance

To enable MHDC to determine when a property has reached the 15th year of the Initial Compliance Period, MHDC must be provided with a copy of the First Year Certification Part II of the IRS Form 8609, as executed by the owner and filed with the IRS.  Once the 15th year of the Initial Compliance Period has been completed, a property may benefit from the relaxed compliance requirements established for the Extended Use Period (years 16-30).  If a completed IRS Form 8609 cannot be provided, MHDC will require the development to remain in the program through December 31st of the 16th year from the date the final building was placed-in-service.

Section 3.4
REPORTING AND NOTIFICATION REQUIREMENTS

Failure to supply the required information and/or reports by the due date will be considered noncompliance.  The owner will have 30 days from the date of notification in which to submit the required information.  MHDC may grant an extension to this time period if it is determined that there is good cause based on a written request sent by the owner and/or management agent prior to the date the information and/or report is due. 
Event Specific Reporting: 

A.
Sale, Transfer or Exchange of Development.

The Owner must notify MHDC in writing and receive prior consent of any proposed sale, transfer or exchange of the development.  A Notice of Change in Ownership (Exhibit G) must be completed and submitted as part of the request.  Please include requested sale transaction documentation requested within the form. 
B.
Change in Management.
The Owner must notify MHDC in writing and must provide evidence of training and experience.  MHDC reserves the authority to deny a management company based on lack of experience.  An Exhibit L-Property Data sheet and an Exhibit J-Authorized Representative Designation must also be completed.

C.
Part II of IRS Form 8609.
A copy of the First Year Certification Part II of IRS Form 8609, as executed by the owner and filed with the IRS must be provided to MHDC, within 90 days after the end of the first year of the credit period.

D.
IRS Notices and Correspondence

A copy of any and all notices and correspondence from or with the IRS, concerning the development or the owner, must be provided to MHDC.  Copies must also be made available to MHDC compliance officers during the on-site review.

E.   
Missouri Eligibility Statement (MOST) & 8609-A, Annual Statement
An executed copy of the MOST and the IRS form 8609-A Annual Statement for each building, which is to be filed with the ownership’s tax return for the coming tax season must be submitted annually by March 1st for the duration of the credit period.  For instance, for the tax year 2008, the executed MOST and IRS form 8609-A to be filed with the ownership entity’s 2008 tax return due March 15, 2009; April 1, 2009; or April 2009; as the case may be, must be provided to MHDC by March 1, 2009.  (MOST is required for all properties that received an allocation of State credits).  
F.
Financial Information
1.
Financial Statements
a.  For developments of 13 or more units, audited annual financial statements must be submitted to MHDC no later than March 31 of the following year. 

b.  For developments with 12 units or less, MHDC will accept the submission of an annual certified compilation report in lieu of the audited annual financial statement.  This report must be submitted to MHDC no later than March 31 of the following year.

c.  The request should be directed to the Accounting Department, in the St. Louis office of MHDC with “Annual Financial Statement’ clearly indicated on the front of the package.

2.
Proposed Operating Budget

a.  All developments must submit to MHDC a proposed operating budget for the upcoming year.  The budget must be received by MHDC no later than November 15th of each year.  The required budget format is available on the MHDC website (www.mhdc.com).

b.  The request should be directed to the Accounting Department, in the St. Louis office of MHDC with “Proposed Operating Budget’ clearly indicated on the front of the package.

Annual Reporting

Annual Occupancy Reports, Annual Owner Certification of Continuing Program Compliance and Utility Allowance documentation must be submitted on an annual basis.
G. Annual Occupancy Reports
Since the 2005 reporting period, the submission deadline for the Annual Owner’s Certificate of Continuing Compliance (Exhibit A) and the Annual Occupancy Report (Exhibit H) have changed.  The due dates are based on the year the last building was/is placed in service as indicated on the schedule below:

	SEASONAL REPORTING SCHEDULE – to be followed:

 Placed In Service Date

Annual Report Due Date
  Activity Period 

 1990,1991,1992,1993, 2006, 2010     
           April 15

              April 1 –March 31

 1994,1995,1996,1997, 2007, 2011       
            July 15

              July 1 - June 30

 1998,1999,2000,2001, 2008, 2012      
          October 15
            
 Oct. 1 – Sept. 30

 2002,2003,2004,2005, 2009, 2013       
          January 15

 Jan. 1 – Dec. 31

Please check the MHDC website at www.mhdc.com for future due dates.



NOTE: For developments that have entered the Extended Use Period, COL does accept information for these properties.  All Exhibits (EUP1-5) are in this manual.
H.
Annual Owner Certification of Continuing Program Compliance

The Owner must submit to MHDC, on an annual basis, the Owner’s Certificate of Continuing Program Compliance (Exhibit A).  The Certification must be received by MHDC no later than March 31 of the year following the reporting period.  

The Certification must have the owner's original signature, date and this form must be notarized.  Signatures of any person other than an authorized signatory of the ownership entity will not be accepted.

· Since 2003 all Annual Reporting is submitted through the (COL) Certification On line system.

· Additional information for COL can be found on our web site at www.mhdc.com.

· Manual submission will only be accepted by developments with 12 units or less.

I.      Utility Allowance Documentation

MHDC requires that documentation for the utility allowance(s) used for the prior year be submitted annually along with the Owner’s Certificate of Continuing Program Compliance (Exhibit A).  

Utility allowance requirements are outlined in Treas. Reg 1.42-10.  An allowance for the cost of any utilities, other than telephone and cable, paid directly by the tenant(s) is included in the computation of gross rent under IRC 42 (g)(2)(B). Elections for utility allowance sources are determined at allocation and written into the Land Use Restriction Agreement and referenced in the 2013. Changes or modifications to utility sources (tenant paid / owner paid) must be approved by MHDC prior to conversion with amendment to the regulatory agreements as applicable. Combined program participation may further restrict utility source documentation.

A separate estimate is computed for each utility and different methods can be used to compute individual utility allowances.  The utility allowance is computed on a building-by building basis.  The maximum rent that may be paid by the tenant must be reduced by utility allowance(s) obtained in the following manner.
1. HUD Rent Schedule form HUD – 92458 (covers HAP contracts and FmHA housing assistance) - published at contract renewal – Rent increase requests are processed annually by the contract administration team at MHDC. 
2. Public Housing Authority - Please submit the published PHA Utility allowance with an exhibit reflecting which utility services are tenant paid for each unit type to correspond with the regulatory elections of tenant paid utility services. 

3. Utility survey 

Under Treas. Reg 1.42-10(b)(4)(ii)(B) – a written estimated cost of utility for a unit of similar size and construction for the geographical area in which the building is located becomes the appropriate utility allowance for all rent-restricted units of similar size and construction in the building.  The local utility estimate is not available to buildings/ tenants subject to Rural Housing Service or HUD jurisdiction.


The election to use a local utility company estimate is permanent: i.e., the taxpayer cannot switch back and forth between the local PHA and utility company estimates except when the taxpayer has demonstrated to MHDC that the local utility company was unwilling to provide an updated estimate.  Upon review of that evidence MHDC may grant approval to use the applicable PHA utility allowance. 

If an owner or utility survey vendor computes the utility allowance estimates based on the expected or historical use by the LIHTC buildings/ units, the estimates must be calculated in a reasonable manner and keep adequate documentation to support how the estimate was determined. 


MHDC will review the methodology used to calculate the estimate for reasonableness, and ensure that the estimate is computed accurately.


If the applicable utility allowance for a unit changes, the new utility allowance must be used to compute gross rents of LIHTC units.  Any utility allowance change must be implemented to compute gross rent within 90 days after the change.  Utility allowances are usually reviewed when HUD updates the Area Median Gross Income (AMGI) for the location (which may change the allowable gross rent).  As long as an increase in utility allowance + the MHDC approved base rent does not exceed the published LIHTC max rent  - the agency covenant max rent could be exceeded to allow for the increase utility allowance.  The property continues to be restricted to charging no more than the base rent approved but must lower rents to accommodate for increased utility allowance that moves the rent to above the LIHTC HUD published rent limits.
NOTE:
  For units that have been remodeled to a different bedroom size, the total Utility Allowance remains unchanged as long as the total square footage of the unit remains unchanged.

Reporting Checklist
	Reporting Due Dates
	Reporting Event

	To start or change
	Exhibit J - Authorized Representative and Exhibit L - Property Data Sheet

	To start 
	Certification On Line Reporting of 100% Qualified Occupancy and/or quarterly reporting of occupancy data during lease up (dependent upon access to COL).

	At Change
	Exhibit G - Change in Ownership, Exhibit J - Authorized Representative and 
Exhibit L - Property Data Sheet.

	15th of each month
	AMRS occupancy %  - beginning at 40% construction completion thru life of program or mortgage restrictive period

	January 15
	Annual Owners Certification of Continuing Program Compliance, Utility Allowance - calculation - supporting PHA or utility survey documentation for developments whose last building placed in service date falls in the years:  2002,2003,2004,2005,2009 for the activity period January 1 - December 31

	March 1
	Executed Missouri Eligibility Statement (MOST) and the IRS form 8609-A, Annual Statement, for each building, for each year in which state low-income tax credits are to be claimed.

	March 31 - once
	1st year Certification Part II 8609 as executed by the owner and filed with the IRS.

	March 31
	Financial Statements for developments of 13 or more; Annual Certified Compilation reports in lieu of audited financial statement for developments 12 or under.

	April 15
	Annual Owners Certification of Continuing Program Compliance, Utility Allowance - calculation - supporting PHA or utility survey documentation for developments whose last building placed in service date falls in the years:  1990,1991,1992,1993,2006  for the Activity Period April 1 - March 31st.

	July 15
	Annual Owners Certification of Continuing Program Compliance, Utility Allowance - calculation - supporting PHA or utility survey documentation for developments whose last building placed in service date falls in the years:  1994,1995,1996,1997,2007 for the activity period July 1 - June 30

	October 1st – December 31st
	Rent Increase request  through amrs.mhdc.com 

	October 15
	Annual Owners Certification of Continuing Program Compliance, Utility Allowance - calculation - supporting PHA or utility survey documentation for developments whose last building placed in service date falls in the years:  1998,1999,2000,2001,2008 for the activity period   October 1 - September 30          

	November 15
	Proposed Operating Budgets

	January 1-

December 31st
	Submit and/or report any changes to Utility Allowances, subsidy, owner/management information and/or sale, transfer or exchange of property.


