
Proposed Changes to 2004 Qualified Allocation Plan (QAP) 
 
Please come to the October 2, 2003 Public Hearing for the 2004 Allocation Plan.  Your 
input is invaluable to the process for changes to the Low Income Housing Tax Credit 
Program.  Please review the items below and bring your thoughts and ideas for the 2004 
QAP.  The discussions on October 2 are not limited to those listed below. 
 
 
Discussion:  The minimum score of 125 points, along with other factors, has led to more 
applications and, as a result, we are on course to reserve over $14.5 million in annual 
credit in 2003.  This means that we can only reserve approximately $8 million in 2004.  
Here is how we get to that $8M figure: 
 
  $13,747,795 to allocate in 2003 
  -$6,830,418 likely to allocate in 2003 
  $6,916,377   to carryforward to 2004 
 
    $6,916,377 to carryforward to 2004 
  +$8,000,000 estimated 2004 annual cap 
  $14,916,377 to allocate on 2004 
 
  $14,916,377 to allocate on 2004 
  -$14,689,266 estimated 2003 reservations that receive 2004 allocations 
  $227,111      to carryforward to 2005 
 

    $227,111    to carryforward to 2005 
  + $8,160,000 estimated 2005 cap 
     $8,387,111  available for 2005 allocations 
 
     $8,387,111  available for 2004 reservations that receive 2005 allocations 
 
In 2002, the first year of the new process, we had a minimum score requirement of 140 
points and we reserved approximately $8 million in annual credit.  We found that the 
only way a for-profit developer could reach that score was to develop a mixed-income 
deal, for which they received 10 points.  With the softening market we felt it was not 
appropriate to force mixed-income deals.  We also decided to make “experience” a 
threshold item instead of a scoring item.  These two decisions resulted in a minimum 
score of 125 points.  But, with the increase in applications that resulted from the lower 
score, something needs to change for 2004.  Initial thoughts on options for change are 
discussed below.  Please come to the meeting on October 2, 2003 with your ideas for 
addressing the above issue. 
 

1. Increase the minimum score to 130 -135 points:  The first goal listed in the 
QAP is to “Make units affordable to households having the lowest incomes for 
the longest time period.  With the lower scoring threshold in 2003 the number of 
low-income units targeting 40% AMI households decreased by 49% while 



number of low-income units targeting 60% AMI households increased by 53%.  
So, increasing the minimum score could reduce the number of applications but 
also serve a better public purpose of serving lower income households. 

 
2. Lengthen the time between projects from reservation to new application 

submittal:  Staff does not have a specific recommendation regarding length of 
time. 

 
3. Underwrite deals to the actual applicable percentage rate at the time of 

application:  The monthly rates to determine the annual credit amount are far 
enough below the rates we use in the application that we are reserving more credit 
than the development will ultimately be eligible for.  Though not a dramatic 
amount for an individual development, the change over the course of the year 
could avail the program $500K-$800K in additional annual credit, depending on 
the actual rate. 

 
The National Council of State Housing Agencies (NCSHA) has again responded to 
tax credit industry concerns regarding underwriting criteria and program 
administration with a new list of “NCSHA Recommended Practices” (NRPs).  
CHFA already incorporates most of the current recommendations in the Plan.  
Below are specific recommendations for underwriting tax credit developments that 
CHFA proposes to adopt. 
 

4. Capital Needs Assessment:  The Plan currently requires a capital needs 
assessment for acquisition/rehabilitation developments.  The proposed change 
would require that the assessment is completed by an independent third party. 

 
5. Debt Coverage Ratio:  The minimum debt coverage ratio of 1.10 would increase 

to 1.15. 
 

6. Operating Expenses:  Our minimum Per Unit Per Annum (PUPA) is $2,900.  
Given the increase in insurance and real estate taxes, this may be too low.  The 
NRP is that the reserve for replacement for new construction senior developments 
equal $250 per unit per year and equal $300 per unit per year for new construction 
family developments and for rehabilitation developments.  Staff will have a 
specific recommendation for the PUPA and for the Reserve for Replacement after 
more research is done.   

 
7. Developer Experience:  CHFA already incorporates the NRP for “consideration 

of the capabilities and track record of the entire development team”.  Staff 
recommends some change to the language of our experience requirement to 
ensure the entire team has tax credit experience.  It is still possible that the 
“applicant” is inexperienced if there is a development agreement between the 
applicant the developer that ensures that the experienced developer is involved in 
the day-to-day activities of the development process. 

 



Other Proposed Changes: 
 

8. Market Studies:  CHFA has received frequent requests for a list of “approved” 
market analysts from affordable housing developers.  We have also had many 
requests from market analysts regarding our procedure for adding analysts to our 
“approved” list.  Currently, the language in the QAP states that an analyst is 
“approved” if they follow the market study guide.  For 2004, staff is proposing to 
have an “approved” list.  In order to be included on the list, an analyst will be 
required to attend a meeting that will cover the requirements of the Market Study 
Guide in the QAP.  Analysts that do not meet the requirements of the guide will 
not be included on the list. 

 
9. Changes to Homebuyer option at Year-15:  The Plan currently allows these 

developments to score the same as if they would remain rental housing for 40 
years.  As the program was created to build and preserve rental housing, this 
policy seems inappropriate.  Staff recommends more specific language for the 
conditions of converting to homebuyer after fifteen years, including re-sale to 
households below 60% AMI and restrictions on sales price. 

 
10. Special Needs Scoring:  The current scoring allows developments providing 

housing for the homeless to score additional points in two categories: for targeting 
units at 30% AMI and for providing Special Needs Housing.  The two categories 
provide a combined point increase of between 13 and 23 points.  Staff 
recommends eliminating one of these categories. 


