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On February 17, 2009, the President signed the American Recovery and Reinvestment Act 
of 2009 (“ARRA”) in an effort to combat the recession and stimulate the economy.  The 
funding programs from ARRA provide Rhode Island Housing with resources to address the 
current dislocation of the Housing Tax Credit Program which has been the primary 
production program for affordable rental housing since 1986. 
 
Rhode Island Housing values the public/private partnerships that have resulted from the 
past successful implementation of the Housing Tax Credit program. Together with our 
partners, thousands of affordable homes have been produced for Rhode Islanders.  However, 
the downturn in the economy has dramatically reduced the number of investors in the 
HTC market and more specifically, the number of investors in Rhode Island resulting in a 
standstill in production of new multi-family housing.  Rhode Island Housing expects that 
the ARRA resources will help alleviate some of the production decline. 
 
Tax Credit Exchange Program Summary 
 
Under Section 1602 of the ARRA, Rhode Island Housing is eligible to receive a Section 
1602 grant in lieu of housing tax credits.  Rhode Island Housing intends to participate in 
the Tax Credit Exchange Program (the “Exchange Program” or “Section 1602”).  The 
purpose of the Exchange Program is to preserve and create jobs and promote economic 
recovery in the near term and to invest in infrastructure that will provide long-term 
economic benefits.  This Program Bulletin is intended to provide guidance to the 
development community on Rhode Island Housing’s priorities and policies to be used to 
make funding awards under the Exchange Program. 
 
The Exchange Program allows sponsors with a reservation of 2008 credits and who have 
been unable to identify a syndicator or investor to return these credits and apply for direct 
funding from Rhode Island Housing.  Rhode Island Housing also intends to exchange 40% 



 
 
 

of its 2009 annual allocation in exchange for a cash grant.  Rhode Island Housing intends to 
award the resources from the returned credits on a competitive basis to eligible projects.  
Priority will be given to projects immediately ready to move to closing and construction. 
 
Based upon the statute, the federal government will provide $8.50 for each housing tax 
credit exchanged ($1 credit x 10 years x $.85).  This is the equivalent of $.85 tax credit 
pricing.  The funds will come from Treasury to Rhode Island Housing.  Sponsors who have 
returned credit are not automatically entitled to receive Exchange Program funds.  Rhode 
Island Housing will make award decisions based upon the priorities outlined in the state’s 
2009 Qualified Allocation Plan (the “QAP”) or the 2010 QAP upon adoption of that plan, 
and in this Program Bulletin.  Rhode Island Housing will allocate funds based upon a 
review of the financial feasibility of each development. 
 
Rhode Island Housing strongly encourages sponsors with 2008 housing tax credits to notify 
us by May 29, 2009 in writing of their intention to voluntarily return those credits.  Until 
sponsors notify Rhode Island Housing of their intention to return credits, we are unable to 
determine the resources that will be available through the Exchange Program.  Rhode Island 
Housing expects to apply to Treasury for its initial award of Exchange funds for (a) unused 
credits for 2008 and (b) 40% of its 2009 within 30 days.   Rhode Island Housing will 
accept applications for the initial round of subawards of Exchange Program funds until June 
8, 2009 
 
Exchange funds are not housing tax credits.  However, Section 1602 will require that all 
current Section 42 requirements be applied for the compliance period.  This compliance 
will require the same affordability, physical viability and recapture provisions of a traditional 
housing tax credit transaction.  Currently, it is the intention of Rhode Island Housing to 
perform the asset management function to monitor compliance with Section 42.  Rhode 
Island Housing will develop a fee structure consistent with current industry practices for 
monitoring the initial lease-up of the property. A regulatory agreement will be recorded for 
each development funded under the program. 
 
As of the date of this Bulletin, the Treasury has issued general guidance to states outlining 
the process for applying for funds under the Exchange Program.  Rhode Island Housing 
may issue subsequent Program Bulletins as necessary.   
 
 



 
 
 

Qualified Allocation Plan 
 
Rhode Island Housing is responsible for administering the federal Housing Tax Credit 
Program for the State of Rhode Island.  The Housing Tax Credit Program was created 
pursuant to the Tax Reform Act of 1986 to encourage private sector participation in the 
construction and rehabilitation of housing for low-income individuals and families. Each 
state is required to adopt consistent and objective procedures for allocating housing tax 
credits to qualified developments.  Specifically, federal law requires that a Qualified 
Allocation Plan (the “QAP”) outlining the process for the allocation of tax credits be 
presented to the public through a hearing for review and comment.  Rhode Island Housing 
has developed an Allocation Plan to comply with the requirements of Section 42 of the 
Internal Revenue Code (the "Code") and to ensure that those developments receiving tax 
credits produce or preserve housing which helps to address the housing needs of the State.  
The QAP establishes the priorities that the Tax Credit Program will address from among 
those needs and incorporates those priorities into the criteria used to evaluate all proposals.  
The QAP is updated annually.  It establishes the priorities under which the Exchange 
Program funds will be allocated. 
 
Eligible Projects 
 
Eligible projects for awards under the Exchange Program are those which are qualified low-
income buildings under Section 42 of the Internal Revenue Code. 
 
Exchange Program Threshold Criteria and Priorities 
 
Rhode Island Housing's selection process for allocating tax credits is designed to select 
proposals which address the State’s housing needs identified in the Rhode Island Five Year 
Strategic Housing Plan as well as the federal criteria included in the Tax Code. Exchange 
Program funding will be awarded in accordance with the state’s 2009 QAP or the 2010 
QAP upon adoption of that plan. Rhode Island Housing will make awards under the 
Exchange Program on or before December 31, 2010. Rhode Island Housing intends to 
maximize the value of these resources and will implement policies that best support existing 
QAP priorities. Rhode Island Housing will use the QAP Threshold Criteria and Priorities 
and the priorities outlined in this Program Bulletin in making funding decisions. 
 
 



 
 
 

Threshold Criteria 
 
Developers must be able to demonstrate (i) site control, (ii) readiness to proceed, (iii) 
creditworthiness, (iv) financial feasibility (v) and the inability to obtain a tax credit 
investment in order to qualify for the Exchange Program.  Failure to demonstrate any of 
these criteria will render the development ineligible for Exchange funds. 
 

1. Site control:  All sponsors must demonstrate site control in the form of a deed, 
current option, purchase and sales agreement, designation from a public authority, 
or a sound, feasible plan for obtaining site control that is acceptable to Rhode Island 
Housing in its sole discretion. 

 
2. Readiness to Proceed:  All sponsors must demonstrate readiness to proceed.  Such 

judgments will be made in Rhode Housing’s sole determination on the basis of 
evidence of availability or ability to secure in a timely manner all financing 
commitments required to achieve project feasibility;  and likelihood of expeditiously 
moving the project to construction (based upon status of acquisition of property, 
land use and zoning approvals, construction permits and environmental/historical 
reviews). 

 
3. Creditworthiness and Good Standing: Rhode Island Housing reserves the right to 

deny Exchange Program funds to any proposal where (i) any materially participating 
entity (owner or management agent) is not in good standing regarding compliance 
monitoring of other projects; or (ii) any partner, sponsor or other key development 
team member has been determined by Rhode Island Housing to be not 
creditworthy.  Creditworthiness takes into consideration management capabilities, 
character and capacity. 

 
4. Financial Feasibility: Rhode Island Housing reserves the right to deny Exchange 

Program funds to any applicant of a proposal for which adequate funding sources 
have not been identified for all development costs.  While commitments from these 
sources do not have to be secured before applying, the applicant must be able to 
demonstrate to Rhode Island Housing’s satisfaction that the sources identified are 
reasonably likely to be available to the Developer within a time frame which 
facilitates readiness to proceed as noted above.  

 



 
 
 

5. Inability to obtain Tax Credit Investment:  Applicants seeking Exchange Program 
funding must demonstrate that they (i) do not have a syndication commitment and  
(ii) that they have made a good faith effort to obtain a tax credit investment .  

 
Priorities 
 
The following outlines Rhode Island Housing’s priorities, in addition to those set forth in 
the QAP, for use of Exchange funds in order to further the state’s goal of producing new 
homes for Rhode Island families, particularly those families who are most at risk.  As a 
general statement, the goal of the AARA is to stimulate the economy.  Furthermore, Rhode 
Island needs construction jobs, the overall economic stimulus that home construction 
provides and healthy, affordable homes for our workforce today and tomorrow.  Priority 
will be given to those developments that have all resources committed and are able to close 
and commence construction within 90 days of receiving these funds. 
 

1. Developments that currently have an investor/syndicator but for which the pricing is 
less than that amount anticipated when the development previously received Board 
Approval resulting in a need for gap financing.  Rhode Island Housing reserves the 
right to review the adequacy of all syndication offers. 

 
2. 9% Developments that have received a reservation of 2008 or 2009 credits and can 

demonstrate that they have been unable to engage a syndicator or direct investor to 
purchase those credits at a price acceptable to Rhode Island Housing.   

 
3. Developments that will result in an increase in the number of new housing units 

available for families. 
 

4. Existing developments previously funded through Rhode Island Housing that have 
immediate and urgent repair needs. 

 
5. Existing developments whose current rental subsidies are expiring. 

 
6. Existing developments that have applied for refinancing under Rhode Island 

Housing’s Preservation program. 
 



 
 
 

Applicants wishing to request subawards will be required to submit a request outlining the 
current status of the project including but not limited to: (a) the status of syndication or 
lack thereof; (b) an updated proforma for the project and other pertinent underwriting 
materials necessary to evaluate the request; (c) status of construction bids/contracts; (d) 
operating expense projections; and (e) reserve funding. Rhode Island Housing intends to 
expedite both the application and review process to ensure that funding is awarded as 
quickly as possible.   
 
Federal Requirements 
Rhode Island Housing has established a competitive written process for making awards 
under the program.   
 
Sponsors must provide evidence that they have made a good faith effort to identify an 
investor or syndicator for the project.  Evidence of good faith effort includes the following: 
 

1. Date of initial award of tax credits. 
 

2. List of syndicators contacted; include dates contacted. 
 

3. Narrative of interaction with each syndicator (i.e. phone call, site visits, 
negotiation, execution of LOI and subsequent rescission, etc).  Provide copies of 
written correspondence if applicable. 

 
4. Brief discussion, if applicable, of changes the deal may have undergone in an 

effort to meet potential syndicator requirements. 
 

5. Additional information as necessary illustrative of developer’s efforts to secure a 
syndicator. 

 
All recipients of Exchange Program funding will execute a written agreement stipulating 
that all Section 1602 program requirements, including the requirements of Section 42 of 
the Code, are applicable to the award. 
 
The written agreement shall impose conditions or restrictions, including a requirement 
providing for recapture, to ensure that the qualified low-income building(s) remain qualified 



 
 
 

during the 15-year compliance period.  The written agreement will require the extended 
low-income housing commitment under Section 42(h)(6)(B) of the Code. 
 
The written agreement shall require the applicant to submit quarterly reports on project 
activity to provide information including but not limited to the number of construction and 
other project related jobs created and/or retained. 
 
Application Process 
 
Rhode Island Housing will post an application schedule and submittal requirements for 
Exchange Program funds on its website at www.rhodeislandhousing.org  Applicants seeking 
funding or receiving an award under the Exchange Program are also eligible to seek 
financing under the Tax Credit Assistance Program (“TCAP”). 
 
The sources and uses for each proposal will be reviewed for consistency with program 
guidelines. No eligible project shall be considered for ARRA funding until previously 
unused credits have been returned to Rhode Island Housing. 
 

http://www.rhodeislandhousing.org/

