COMMERCE MONTANA BOARD OF HOUSING

Montana Board of Housing - Strategic Planning

Session

Meeting Location: Fairmont Hot Springs Resort, 1500 Fairmont Road, Fairmont, MT

59711 or via Zoom

Date: October 21, 2024
Time: 8:30 am

Board Chair: Bruce Posey

Remote Attendance: In-person attendance is preferred. Board members and partners

unable to join in person can register to join our meetings remotely via Zoom and/or phone.
Conference Call: Dial: 1-646-558-8656, Meeting ID: 845 4813 0998, Password: 475928

Register for Webinar: https://mt-gov.zoom.us/meeting/register/tZAoc-
GprTsjE9QwWLVRtSmuU3EgRYo04ktYk4Cw

Board Offices: Montana Department of Commerce
Montana Board of Housing
301 S. Park Ave., Room 240, Helena, MT 59601

Phone: 406-841-2840

Agenda ltems:

8:00 — Breakfast: seasonal fruit, danishes, bagels with cream cheese and whipped
butter, coffee, juice and tea

8:30 am — Introductions & Ice Breaker
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o lIce Breaker: What affordable housing programs or policies are you most
interested in learning more about, whether currently administered by the
Board or something you’ve heard about elsewhere?

8:45 am — Qualified Allocation Plan Public Hearing (Jason Hanson)

o 2026 Qualified Allocation Plan DRAFT

o Changes to the plan for 2026 will be reviewed and oral public comments will

be taken
9:45 am —Break
10:00 am — 2025-2029 Consolidated Plan & Fair Housing Equity Plan
o Presentation by Megan Brace, Community & Policy Advisors, LLC
o Board member questions and discussion
11:15 am — Ex Parte Communication Policy
o Presentation by Nathan Bilyeu and Greg Gould, Jackson Murdo and Grant
o Board member questions and discussion
12:00 pm — Lunch: salad and sandwich buffet with soup of the day
1:30 pm — Objectives, Goals, Strategies and Measures (Cheryl Cohen)
o 2025 Biennium OGSM Results
o 2027 Biennium OGSM Proposals
2:30 pm — Master Servicer Update (Jessica Michel and Cheryl Cohen)
3:00 pm - Reverse Annuity Mortgage (RAM) Program (Jessica Michel)
o Policy Parameters and Portfolio Overview
o Board member questions and discussion
4:00 pm — 2025 Legislative Session Early Bill Tracking (Cheryl Cohen)
4:30 pm — NCSHA Annual Conference Takeaways & Open Discussion (All)
5:00 pm - Meeting Adjourns
5:30 pm — MBOH dinner at Waters Edge Dining Room at Fairmont
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*All agenda items are subject to Board action after public comment requirements are
fulfilled.

*Commerce/MBOH makes every effort to hold meetings at fully accessible facilities.

Any person needing reasonable accommodation must notify the MBOH at 406-841-2840
or visit Montana Relay 711: dphhs.mt.gov/detd/mtap/traditionalrelayservice before the
scheduled meeting to allow for arrangements.
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NOTICE REGARDING APPLICABLE VERSION OF QAP

credits (Housing Credit or Credit) allocated to Montana by the federal government for 20265.
The process for award of 20265 Housing Credits begins with the deadline for submission of
Letters of Intent.

‘ This 20265 QAP will govern the Montana Board of Housing’s award of low-income housing tax

The Applicable QAP for certain other processes, procedures and fees may be the QAP for an
earlier or later year.

Please contact MBOH staff with questions regarding the Applicable QAP.
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.  INTRODUCTION AND APPLICABLE QAP

The Low Income Housing Tax Credit is established under Section 42 of the Internal Revenue
Code of 1986 (Section 42). Montana Board of Housing (MBOH) is responsible for allocation of
the Housing Credit.

This qualified allocation plan (QAP) is established by the MBOH Board.

The QAP was released for public comment on October 2, 2023, a public hearing was held on
October 24th, 2023 and was approved by MBOH at its November 43, 2023 public meeting.

The Governor of Montana, Greg Gianforte, approved the plan as the final 20265 QAP on
December4,2023.

A. APPLICABLE QAP

The Applicable QAP means, unless otherwise specified:

1. The QAP for the Housing Credit year for which the Application is or was submitted, evaluated
and Awarded HCs:

e for purposes of substantive issues relating to: Award; Development Evaluation Criteria;
Scoring; Selection Criteria; and Selection Standard for such Award; including but not limited
to underwriting assumptions and limitations unless specifically noted; and

e for purposes of the fee amounts charged for: Letter of Intent; Application; Reservation
Agreement; Carryover Allocation (Initial Allocation); 10% Cost Certification; and Final
Allocation;

2. The QAP most recently adopted (both approved by the Montana Governor and adopted by
the Board as an administrative rule) (Adopted) for purposes of: notice and approval of
Substantial Changes to a Project; Reservation Agreement (other than the fee amount);
Declaration of Restrictive Covenants; Carryover Allocation (Initial Allocation) (other than the fee
amount); 10% Cost Certification (other than the fee amount); Final Allocation (other than the fee
amount); Compliance requirements and compliance audits; any post-Award procedures; and
fees and fee amounts for post-Credit Refresh Project changes, Reservation Agreement,
Declaration of Restrictive Covenants, Carryover Allocation (Initial Allocation), 10% Cost
Certification and Final Allocation.

3. The QAP most recently Adopted as of the date of submission of a Credit Refresh application
for purposes of: a Credit Refresh application; consideration and determination regarding a Credit
Request application; payment of MBOH legal fees relating to or required as a result of a Credit
Refresh application or Credit Refresh; and Post-Credit Refresh Project changes, Reservation
Agreement, Declaration of Restrictive Covenants, Carryover Allocation (Initial Allocation), 10%
Cost Certification and Final Allocation (not including fees and fee amounts for such post-award
items).
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2025 QUALIFIED ALLOCATION PLAN

5. For purposes of Application, evaluation, and Awarding Housing Credits with respect to
4% Projects, the QAP most recently Adopted as of the date of Application submission.

B. REQUIRED FORMS

All Forms submitted to MBOH in or as part of the Application, development, underwriting,
Allocation, 10% Cost Certification, compliance, or other processes under this QAP must be the
most current version available on the MBOH website.

ll. ELIGIBLE APPLICANTS AND LIMITS

Each Application and Letter of Intent (LOI) will identify an Applicant (Applicant) who is and will
remain responsible to MBOH for the LOI and Application.

A. FIRST HOUSING CREDIT PROJECT MUST BE COMPLETED

An Applicant who previously received an Award for an In-Process Project that was its first 9%
Housing Credit Project in Montana, including projects in which it has an Identity of Interest, may
not receive an Award for another Housing Credit Project until the In-Process Project has been
either issued Form(s) 8609 or the Credits have been returned/rescinded. The foregoing rule
does not apply to a subsequent Housing Credit Application if the Developer partners with an
Experienced Developer who will be entitled under a written agreement to receive at least 50% of
the Developer Fee on the subsequent Project.

B. PROJECT AND DEVELOPER ‘MAX| MU MS‘ Commented [A1]: The working group proposed increasing
to $8,500,000 to accommodate market conditions. Still able to
The maximum award of 9% LIHTCs to any one Project is $68,500,000. MBOH will award no it SF ) IS B S7EETT

more than $68,500,000 of 9% Credits to any one Developer in any Credit year based on the
percentage of the Developer Fee specified in a written development agreement. This maximum
does not apply to 4% applications.

C. APPLICANT CANNOT EXCEED CUMULATIVE CREDIT [MAXIMUM Commented [A2]: The working group recommends

increasing to $30 million to accommodate the per project /

An Applicant is not eligible to submit a LOI or a full Application for 9% Credits if an Award of developegmaximumlifiapprovediaboveysincelmorelciedits
. . . . s . . will be used for each project and the total outstanding credits
Credits for the Applicant Project would cause the Applicant's Cumulative Credit Amount to will be more at one time to accommodate.

exceed $2530 million in total 9% Credits (Cumulative Credit Maximum). The Cumulative Credit
Maximum applies in addition to the Maximum Credit Award provisions.

For purposes of the Cumulative Credit Maximum:
1. An Applicant’s Cumulative Credit Amount is the sum of:
o the Applicant’s share(s) of the ten-year amount of Credits awarded to any [In-Process

Project(s), and the Applicant’s share of the ten-year amount of Credits requested for Commented [A3]: The working group proposes changing

: . this definition below from 8609 to when the building is placed
the APpI|cant Pro;ect. i in service for new construction or rehabilitation. This will allow
2. The Applicant’s share of the ten-year amount of Credits awarded to any In-Process developers to exclude projects only waiting for final paperwork

Project is 100%, unless the Applicant is a co-Developer, co-Owner or Consultant; in such omithelcaicliation’

event, the Applicant’s share is the same percentage of the Project’s ten-year Credit amount g;‘;‘;‘;&;t:gp[emyf GG See(definition of lIn-Rrocess

a
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2025 QUALIFIED ALLOCATION PLAN

as the greater of the percentage of Developer Fee the Applicant is entitled to receive or the

percentage interest that Applicant owns in the Project.

3. Applicant must provide any documents and information as requested by MBOH for
purposes of determining whether an Applicant is eligible under this Cumulative Credit
Maximum to submit a LOI or Application.

D. OTHER DISQUALIFYING CONDITIONS

If any member of the Development Team has delinquent late fees due and payable to MBOH at
any time from submission of LOI through the Award Determination Meeting, the LOI or
Application will be ineligible for an Award of Credits until such fees are paid in full. If such late
fees are not paid in full within ten (10) business days of written notice, the Application will
receive no further consideration.

MBOH may reject any Application containing a Development Team member involved in a
request for a qualified contract in Montana.

lll. APPLICATION/AWARD PROCESS

A. LETTERS OF INTENT AND APPLICATIONS
1. 9% CREDIT APPLICATIONS

Applicants may apply for an Award of 9% Credits (including an Award for a Project combining
9% Credits and other Credit sources) by submitting a LOI with all Threshold requirements no
later than 5:00 pm Mountain Time on the applicable deadline.

Only those Applicants invited to do so by the Board may submit full Applications for 9% Credits.
Invited Applicants must complete and submit an Application with all Threshold Requirements no
later than 5:00 pm Mountain Time on the applicable deadline.

2. 4% CREDIT APPLICATIONS

Applicants may apply at any time for an Award of 4% Credits for projects with tax-exempt
financing under the volume limitation on private activity bonds. Applications funded with private
activity bonds will be awarded in the order they are submitted. Applicants must submit a LOI to
request an Inducement Resolution, but no fee or mini-market study is required with the LOI.

No invitation is required to submit a full Application for 4% Credits. Applicants must submit a full
Application with all Threshold requirements at least six (6) weeks before the scheduled MBOH
Board meeting at which the Application is to be considered. Changes to the Application that
require MBOH to re-underwrite the Application will restart the minimum period.

a
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2025 QUALIFIED ALLOCATION PLAN

3. COMBINED APPLICATIONS

A single Applicant may apply for Credits by submission of a single LOI and Application that
combines sub-applications for each property/Credit request included in the Project. Each
combined sub-application must include a separate UniApp that provides the Project numbers
attributable to each sub-application’s Credit source. Applicants for Credits for Twinned 4%/9%
Projects must submit separate Applications for 4% and 9% Credits. The narrative included must
include justification regarding the need for both credit types.

All cost and underwriting limitations in this QAP will be applied for Twinned 4%/9% Projects on a
separate basis, except as otherwise specified.

Twinned 4%/9% will submit all Threshold items below on a combined basis with the following
exceptions:
e L Ol attachments and UniApps will be submitted for both the 4% and 9% Projects
separately, as well as on a combined basis.
e |f any threshold items have the same document only submit one, but if they have
separate documents, submit all[documents| and label accordingly.

4. PROJECT CHANGES FROM LOI TO FULL APPLICATION

Applicants may not change the general project location (city/town), type (e.g., family or elderly),
Applicant and Developer specified in the LOI in any resulting Application unless approved by
MBOH. MBOH will consider other information in the LOI (e.g., cost information, number of units,
unit sizes, income targeting, rents, hard and soft loan sources) to be the Applicant’s best
estimates which may be changed in the Application.

B. INCOMPLETE LETTER OF INTENT OR APPLICATION

Applicant must respond to a written MBOH request (including but not limited to any email
request) within 10 working days, unless the request specifies a different time period. Failure to
respond within such time period may result in the Application being ineligible.

MBOH staff may ask an Applicant to submit additional information for either a LOI or Application
with an incomplete or missing Threshold Requirement or a Threshold Requirement submission
not meeting industry standards. Failure to submit the information and paying the applicable fee
within the specified time will result in MBOH not considering the Application further.

C. FIRST AWARD ROUND

The following First Award Round deadlines and events for 9% Applications are scheduled in
calendar year 2025:

o Letter of Intent Submission 2nd Monday in April
o Applicant Presentations/Board Invitations to Apply May MBOH Board Meeting
e Application Submission First Monday in August
e Award Determination Late October MBOH Board Meeting

a
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2025 QUALIFIED ALLOCATION PLAN

In the event that any deadline falls upon a weekend or holiday observed by Montana State
government, the submission deadline will be the next business day thereafter.

D. SECOND AWARD ROUND (IF ANY)

The Board may decide in its discretion to hold a second award round for 9% Applications that is
any one or a combination of the following:
e limited to those Applicants that submitted a LOI in the First Award Round, but not invited to
submit a full Application (a “Semi-Open Round”);
e limited to those Applicants invited to submit an Application, but not awarded Housing Credits
in the first award round (a “Closed Round”); or
¢ open to submission of LOIs by any interested party (an “Open Round”).

MBOH will announce such round on its website, including all applicable submission
requirements and deadlines/dates.

E. CHANGES AND WAIVERS

MBOH may extend or change any of the deadlines and dates in the QAP by posting on MBOH'’s
website. The MBOH Board, in its discretion, may waive any requirement of this QAP if it
determines such waiver to be in the best interests of MBOH or the Credit program.

F. BOARD CONSIDERATION AND DETERMINATION
1. LETTER OF ilNTENT‘ /{Commented [A6]: Language will clarify the LOI process. ]

MBOH staff will present LOI's for 9% Credits at the Board meeting in the month specified or
established in accordance with the QAP schedule. The Board will provide an opportunity for
Applicants to present and for public comment on proposed Projects and Applications. The
Board may ask questions of Applicants and discuss proposed Projects, but such questions and
discussion shall not be binding upon MBOH in any later Award Determination or other MBOH
process. Applicant presentations will include any comments from any party on the Development
Team, videos, and presentation materials. Public comment will include in-person comments, live
conference call comments and written comments. Comments are subject to reasonable
limitation by the Chair.

e There will be no formal evaluation or scoring of LOIs beyond assuring that the LOI
Threshold Requirements are met.

e L Ols generally should reflect Projects that will meet all QAP requirements (including the
Development Evaluation Criteria) and credits will not be awarded for full applications that
fail to meet QAP requirements or that change the general project location (city/town),
type (e.q., family or elderly), or Applicant and Developer specified in the LOI (subject to
any waiver approved by the Board).
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e However, all LOIs meeting the LOI Threshold Requirements will be presented to the
Board, along with staff comments identifying any areas in which the LOI proposal fails to
meet other QAP requirements (including the Development Evaluation Criteria).

e LOIs will not be refused further consideration based solely upon divergence from QAP
requirements other than LOI Threshold Requirements, but the Board may decline to
consider _any LOI for invitation to submit a full application if the Board determines the
Project cannot or is unlikely to meet any QAP requirements at full application.

After considering the LOls, presentations, questions, answers and discussion, the Board will
select up to eight Projects to submit Applications according to the Selection Standard and based

upon consideration of any of the Selection Criteria permitted to be considered for purposes of
an Award under this QAP, but no formal evaluation or scoring of LOls will be done or
considered. The Board may invite additional Projects if there is an increase in Housing Credits,
or other conditions allow for additional Projects to be selected for Award.

2. AWARD

At the Award determination meeting, MBOH staff will provide information for 9% Project
Applications. Applicants should be available to the Board to answer questions regarding their
respective Applications, but there will be no Applicant presentations. MBOH will provide an
opportunity for public comment on proposed Projects and Applications. Applicants will have a
brief opportunity to make comments and respond to any information presented regarding their
Applications.

MBOH staff materials provided to the Board will show Tribal Projects, Small Rural Projects and
other Projects in separate groupings. In considering Applications for Award, the Board may first
consider Tribal or Small Rural Projects. The Board may, but is not required by this provision to
select any Tribal or Small Rural Project for an Award. After any such initial consideration, the
Board will consider Award of remaining Credits to any Applicant. The Board will select
Applications to receive an Award of 9% Credits, if any, in accordance with the Award
determination process set forth in Section VIl (Award Determination).

G. REMAINING CREDITS

If the remaining amount of available Credits is insufficient to fully fund an additional Project,
before Awarding a Project in an amount less than requested by the Applicant (except for any de
minimis reduction) the Board may:

e prioritize the remaining Projects for an Award from the remaining Credits;

¢ make any remaining Credits available in a future cycle;

e increase the amount of Housing Credits reserved for a previously Awarded Project based

upon the Project’s application for an increase submitted under Subsection K;

e elect to Award less than all available Credits;

e elect to not Award any such remaining Credits; or

e adopt any other reasonable option permitted under this QAP.

i
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2025 QUALIFIED ALLOCATION PLAN

If the Board prioritizes remaining Projects for an Award, the first priority Project for an Award will
be allowed 30 days to re-submit its Application resized to the amount of Credits remaining
available. If MBOH determines that the development is financially feasible, it will enter into a
Reservation Agreement. If the first or a later priority Project fails to submit or is not feasible,
MBOH will invite the next priority Project(s) to submit a resized Application.

H. FORWARD COMMITMENTS|

MBOH does not commit Credits from future years, except:
e during the current year full Application cycle as the Board determines necessary in an
amount up to 10% of the Credits requested to fully fund a Project; or
e at any time outside the competitive cycle for purposes of funding repair or replacement of a
Project building due to a life/safety emergency as determined by MBOH.

The Applicant must submit a LOI and the Board must invite the Applicant to submit an
Application before making an Award. The Application must meet all QAP requirements.

I. AMOUNT OF HOUSING CREDIT ALLOCATION

An Award of Housing Credits under this QAP will be limited to the amount of Credits that MBOH
deems necessary to make the development financially feasible and viable as a qualified
affordable Housing Credit Project throughout the Compliance Period.

In determining the amount of Credits necessary, MBOH will consider:
e the sources and uses of funds and the total financing planned for the Project;
e grants made with federal funds directly to a Project, which will reduce basis;
e proceeds expected to be generated by the Housing Credits; and
o the reasonableness of the development and operational costs of the Project.

A similar analysis will be done at the time of 10% Cost Certification and at Final Cost
Certification prior to issuing IRS Form(s) 8609. Neither the selection of a Project to receive an
Award of Housing Credits nor the amount of Credits to be allocated constitutes a representation
or warranty that the Owner or Developer should undertake the development, or that no risk is
involved for the Investor.

J. MAXIMUM BOND AMOUNT FOR 4% CREDIT PROJECTS

The amount of private activity bonds allowed per Project may not exceed 60% of Total Project
Costs.

K. REQUEST FOR INCREASE IN AMOUNT OF CREDIT RESERVATION

MBOH may use returned or unreserved Housing Credits to increase the amount reserved for a
Project after making the first round Awards based on the following factors:

gl vontana |1
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e The nature and amount of additional costs, loss of anticipated funding sources or other gap
in available Project funding.

e Significant factors leading to the need for additional Credits.

o Availability and Applicant’s use of measures to mitigate or obtain alternative funding sources
to address any funding gap.

e The need for the additional Credits to make the Project feasible.

o Availability of returned or unreserved Credits.

¢ Any anticipated potential need for returned or unreserved Credits to fund Projects that would
otherwise be funded or require greater funding under the Corrective Award set aside.

An Owner seeking an increase must submit a written application at least 30 days before the
Board meeting at which the Owner seeks consideration. The request must include new
financials, supporting documentation for the cost increases (e.g., higher than expected bids or
material costs), and supporting documentation addressing each of the above-specified factors.
Staff will present a recommendation at a later MBOH Board meeting for consideration. MBOH
will not approve any increase beyond that necessary to make the Project feasible.

L. CREDIT REFRESH REQUEST

An Owner may apply for and the Board will consider a Credit Refresh as provided in Section X.

IV. APPLICABLE FEES

The amount(s) of and due dates for all fees required or imposed by this QAP are as specified in
the most current MBOH Housing Credit Fee Schedule (Fee Schedule). All fee amounts may be
adjusted by MBOH from time to time and are nonrefundable unless otherwise specified.

The Developer/Owner of any Project awarded Credits will be required to reimburse MBOH for
legal fees and other expenses incurred by MBOH with respect to any non-standard request,
change, document, or other matters relating to aspects of qualifying for or obtaining Housing
Credits. Such fees and expenses must be paid within 30 days of MBOH’s submission of an
invoice. MBOH shall not be required to complete any pending process, approval or other action
until such fees and expenses are paid in full.

V. SET ASIDES

Commented [A9]: As indicated in the Board’s response to
Legislative Audit Division performance audit Recommendation

A. NONPROFIT

Unless otherwise specifically provided in the Board’s Award resolution, MBOH will meet the
10% nonprofit set-aside requirement with all Awards to Projects involving a Qualified Nonprofit
Organization. MBOH will not award more than 90% of the state’s Credit ceiling to Projects not
involving a Nonprofit. By submitting an Application involving a Nonprofit, the Applicant consents
to designation of such Project as the Project receiving the nonprofit set aside.
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and discussion of creating additional set asides to incentivize
certain types of projects. Board staff specifically asked for
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Instead, all stakeholders agreed that such set asides were
unlikely to work and that the Board’s current approach is
preferable.
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B. CORRECTIVE AWARD

Such portion of the state’s annual federally-allocated Credit ceiling is reserved and set-aside as
is necessary for any Project submitted in a prior round or year, if:

e a final order of a court of competent jurisdiction determines or declares that such Applicant
was entitled to an Award in such prior round or year or requires MBOH to make an Award or
Allocation of Credits to such Project;

e a final order of a court of competent jurisdiction invalidates or sets aside an Award to an
approved Project from such prior round or year and a Reservation Agreement was executed
by MBOH and such Applicant prior to issuance of such court order, unless such court order
determines that such Project was not eligible or qualified under the applicable QAP to
receive an Award of Credits; or

e MBOH, upon further consideration of any Award Determination as required by and in
accordance with the order of a court of competent jurisdiction, determines that such Project
was entitled to an Award in such prior round or year.

All requirements and conditions of this Corrective Award set aside provision must be met to
receive an Award under this set aside. The amount of any Corrective Award shall be as
specified by the court, or if no Award amount is specified by the court, as determined by MBOH
in accordance with this QAP. The Corrective Award set aside shall be funded first from returned
or unreserved Credits from a prior year. Awards under this Corrective Action set aside may be
made from returned or unreserved Credits from a prior year and/or the current year’s Credits at
any MBOH Board meeting after the final court order has been issued and presented to MBOH.
Such Award need not await the annual Application and Award cycle.

Where a court orders that an amount of the current year’s Credits be set aside for a Project
pending the decision of the court, if the court’s decision is not received before the end of the
current year, the Credits set aside will become classified as the next year’s Credits.

If the court orders MBOH to Award Credits to any Project under this set-aside, the Project must
submit an updated Application so MBOH can verify that the amount of Credits requested or
some other amount is justified, unless otherwise ordered by the court.

C. GENERAL RULES REGARDING SET ASIDES

MBOH will determine in which set-aside a Project will be reviewed (subject to its eligibility),
regardless of its eligibility for any other set-aside.

In the event there are insufficient Credits available to fully fund all set aside categories, the
respective set asides categories shall be funded in the following order of priority: (1) Nonprofit;
and (2) Corrective Award.
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VI. THRESHOLD REQUIREMENTS

Threshold Requirements are mandatory for all LOIs and Applications. Except as provided, LOls
and Applications received not meeting all Threshold Requirements or other requirements of this

QAP will receive no further consideration.

ILOI land Application Threshold Requirement submissions must be complete and must meet

industry standards. As provided in 111.B, MBOH staff may ask an Applicant to submit additional
information for any incomplete or missing item or any item not meeting industry standards.
Failure to submit the information and pay the applicable fee within the specified time will result
in MBOH not considering the Application further.

All projects must have an additional 35 years of affordability beyond the initial 15-year
Compliance Period (total Extended Use Period of 50 years).

A. MATERIALS AND INFORMATION SUBMITTED

Submit all requirements in OneDrive. Notify staff to request OneDrive submittal folder two weeks

prior to deadline.

1. LOI'S

LOls must include:
¢ L Ol Fee for 9% Credit Projects
¢ L Ol Narrative
¢ LOI Attachment
e Mini-Market Study & Summary Sheet for 9% Credit Projects (MBOH will not accept full
market studies)

2. FULL APPLICATION

Applications must include:
1. Application Fee
2. _Cover Letter: Summarize the Project, limited to 2 pages|

/{ Commented [A10]: Clarifying language.

a. The Project name must be selected at application. This name may be changed
only upon prior approval of MBOH staff.
2:3. Uniform Application (UniApp)
a. Fully complete all tabs needed for Housing Credits.
ab. Include a fully completed UniApp for aeach Project, including a separate UniApp

for the 4% and 9% portions of a Twinned Project. For Twinned Projects, also include

a UniApp for the entire Project on a combined basis.
3-4. Land or Property Control
4-5. Zoning
a. Documentation from the city or county affirmatively stating how zoning requirements
are met or addressed.

Eiii! MONTANA |,

HOUSING

/{

Commented [A11]: This will help keep consistent
documentation of the project.
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b. Acquisition/Rehabilitation and Rehabilitation Projects may meet this requirement by
providing documentation that the Project will not require a change in zoning
requirements.

5:6. Utilities
a. Letter or email from providers verifying:

o Utilities are or will be available to the property.
e The provider has the capacity to handle the load to be added by the Project.
e Present proximity of utilities to the Project location.

b. Documentation must address water, sewer, electricity, and as applicable, gas,
propane, and garbage pickup.

c. Acquisition/Rehabilitation and Rehabilitation Projects need only provide a letter or
email from the utility provider documenting the expected utility load and the
providers’ ability to meet such additional load.

d. Documentation must not be older than 18 months from application date.

e. MBOH staff may in its discretion require the Applicant to provide updated
documentation.

6-7. Preliminary Financing Letter
a. Letter from lender stating the proposed loan terms and conditions.

b. The letter must formally express interest in financing the Project as represented in
the Application.

738. Equity Letter: Letter of interest with the anticipated price based on the market at
time of the Application.

8:9. Novogradac Rent Limits: Provide Novogradac Rent and Income Calculator
results for the project (Novogradac calculator available on MBOH’s website).

9:10. Utility Schedule: Copy of schedule used in UniApp.

16-11. Qualified Management Company Agreement
a. Provide a copy of the written agreement evidencing the company’s commitment to

provide management services.

b. Upon written notice from MBOH that the Management Company is not a Qualified
Management Company, the Applicant must submit to MBOH within ten (10) days a
written designation of a Qualified Management Company and a copy of the written
agreement.

12. Management Education Certifications: Documentation that at least one member of the
Management Company and one other member of the Development Team who is directly
and actively involved with the Project has been trained by a Nationally Recognized
LIHTC Compliance Training Company within the preceding four years.

13. Full Market Study
a. Prepared and signed by a disinterested third-party analyst.

b. Market Studies must be completed within six (6) months prior to the submission date
of the Application, must have the market analyst complete a physical inspection of
the market area within one (1) year of the Application and must adhere to minimum
full market study requirements in the MBOH Mini/Full Market Study Requirements
available on the MBOH website.

c. Documents the following ftargets!: _—{ commented [A12]: Clarifies original intent.

gl vorrana |1s



2025 QUALIFIED ALLOCATION PLAN

e Vacancy Rate is at or below 7%;
o Absorption Rate is less than 5 months; and
o Proposed Project Rents are at least 10% below adjusted market rents.
14. Market Analyst Certification Form
15. Market Study Summary Sheet
16. Appraisal/CMA
a. Meets the requirements of the Appraisal checklist available on the MBOH
website; CMA may be accepted when an Appraisal is not feasible.
b. Completed Appraisal checklist.
c. Appraisal/CMA will be prepared by an independent professional entity that is

qualified to prepare the report. /{ Commented [A13]: This will clarify the report needs to }
d. A CMA or appraisal is not required to be submitted for property located within the completedibvielaialfiedleTiiy)

lexterior boundaries of an Indian reservation. To qualify for this exception, the /{r d [A14]: This was included in past QAP and was }

Application must include documentation demonstrating that the property is jnadvereniviommuiedinlonrrewiielaliewieaielbaciy

located within the exterior boundaries of an Indian reservation.
17. Site Plan
18. Preliminary Floor Plan: Design Professional’s preliminary floor plan and
elevations/photos of existing properties for the Project.
19. Parking Plan & Laundry Services
a. Short narrative that describes reasoning for providing number of parking spaces,
and adherence to parking requirements of local zoning and ADA.
b. Short narrative that describes laundry services being provided.
20. Legal Ownership Entity and Development [Team\ Commented [A15]: Clarify we don't expect the entity to be

a. Organizational document of the entity that will have legal ownership of the project g;if:frﬁfn‘m'{;; nease [t s not selected butwe do
from the state where it is organized or other documents acceptable to Montana
Housing_if available at application. This formal document will be required if the
project is selected.

b. Organizational Owners Chart, include the following:

o legal name of entities at all ownership levels

o type of entity (LLC, LP, LLP, etc.)

o state in which entity is organized

o principal of each entity

e ownership percentage of each entity and principal

c. Signature block for Project Owner entitie(s) in a WORD document.

d. The Application must list all affordable housing, including Tax Credit Projects in
Montana or any other state developed, owned, managed, or consulted on by
Applicant and any member of the Development Team, whether or not such Projects
were successfully completed.

e. All Development Team members must sign, and the Application must include the
completed and signed UniApp Supplement Tax Credit Information Release Form,
providing consent to the release of information by other third parties.

21. Broadband
a. Explain how the project will meet the broadband requirements.
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b. Infrastructure installation is required for all New Construction and Rehabilitation
Projects. If this requirement is unfeasible the Applicant must submit a waiver request.
This request must contain justification and detailed documentation.

22. Narrative addressing each of the Development Evaluation Criteria in Section VII and
providing a specific explanation demonstrating how the Application meets each of these
criteria.

a. Documentation of each of the following Development Evaluation Criteria items (if
applicable):
e Project-based rental subsidy contract or other document(s)
e Location in Small Town or Tribal Area
e Local community revitalization or similar plan (affordable housing stock and/or
QCT)
o State, tribal and/or federal historic preservation designations
e Local community input
e Location in QCT
o Local entity commitment (communications/relationships)
¢ Design requirements (applicable certifications)
e Any additional Development Evaluation Criteria items requiring documentation.

b. Narrative references to the Market Study must cite the specific page and paragraph of
the Market Study.

23. Public Housing Authority Waiting List: Documentation of the number of households on
the current Housing Choice Voucher waiting list from the local public housing authority
and/or the contracted HCV provider in which the Project is located.

24. Public Notice
a. Public Notice to the community in which the Project is located must be provided.
Acceptable forms of public notice include: box advertisement in newspaper,
attendance at neighborhood community meetings, social media post in 3 community
group pages, or other form of notice acceptable to MBOH.
b. The notice form chosen must be released within 90 days to the Full Application Due
date.
c. Public Notice information must include:
(Name of Developer, address, telephone number), a (for-profit/nonprofit)
organization, hereby notifies all interested persons of (city, town, community
name) that we are planning to develop, (Name of Project) an affordable
multi- family rental housing complex on the site at (street location). This
complex will consist of (number) (one bedroom, two bedroom, or three
bedroom) units for (elderly persons/families). This Project (will/will not) be
exempt from property taxes.

An Application (will be/has been) submitted to the Montana Board of
Housing for federal Tax Credits financing. You are encouraged to submit
comments regarding the need for affordable multi-family rental housing in
your area to the Montana Board of Housing, PO Box 200528, Helena, MT

gl vorana |1
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59620-0528; FAX (406) 841-2841, or electronically at
https://housing.mt.gov/Contact
25. Sponsor Application Indemnification & Certification Form.
26. Nonprofit Set-aside: Applications seeking to qualify for the nonprofit set aside must
provide:
¢ A copy of the IRS determination letter documenting such organization’s 501(c)(3) or
(4) status.
» An affidavit by the organization’s managing partner or member certifying that the
organization is not and during the Compliance Period will not be affiliated with or
controlled by a for-profit organization.
e Documentation that one of the exempt purposes of the organization includes the
fostering of low-income housing.
27. Developer Fee Agreement: If the project has co-developers or a consultant, provide a
copy of the executed Developer Fee agreement, Consultant Fee agreement, or other
documentation demonstrating how development/consulting fees will be split or paid.
28. Release of Information Form: For projects that include a Developer with no previous
history with the Montana Housing Credit Program.
29.QCT / DDA Map, if applicable.
30. Discretionary Basis Boost: Explanation and justification for a request for discretionary
basis boost, if applicable.
31. Elderly Exemption: If the Project is an Elderly Property, specify which exemption for
housing for older persons will apply.
32.CNA
a. A capital needs assessment (CNA) for Rehabilitation Applications on the USDA
Rural Development Capital Needs Assessment template or similar form

b. A minimum of a 15-year projection for all capital needs that will be replaced,
refinished, repaired, upgraded, or otherwise rehabilitated.

c. Detailed narrative explaining the scope, details, and expectations of the
Rehabilitation.

d. All items will be listed and identified by unit number.

e. _The CNA must be less than 1 year old as of the date of Application submission or
include an update within the most recent 6 months.

e-f. CNA will be prepared by an independent professional entity that is qualified to

conduct the assessment. /[ Commented [A16]: This will clarify a CNA needs to
33. Relocation Plan: For Applications proposing Rehabilitation or replacement of existing completedipvialqtialifiedient ity
Units

e a preliminary relocation plan addressing the logistics of moving tenants out of their
Units and providing temporary housing during the Rehabilitation or replacement, the
probable length of time tenants will be out of their Units and returning tenants to their
Units or replacement Units upon completion of the Rehabilitation or replacement.

34. Property Tax Exemption
a. For Applications proposing a property tax exemption for rental housing providing
affordable housing to lower-income tenants pursuant to Mont. Code Ann. § 15-6-
221, include narrative of intent to request the exemption.
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b. If the Application does not include such documentation, MBOH will underwrite the
Project as if no exemption was or will be received.
35. Operating Reserve Letter: If the operating reserve requirement is not met, an acceptable
third-party source document is required.
36. Eventual Homeownership: For Projects targeted for Eventual Homeownership, provide
the documents and information specified in the Eventual Home Ownership section.

B. OTHER REQUIREMENTS

In addition to Applications or Projects failing to meet other requirements, MBOH will return and
will not consider for an Award of Credits:

1. Projects for which the Market Study and other available market information fails to
demonstrate adequate market need within the proposed community.

2. Projects that are not financially feasible based upon MBOH underwriting standards.

3. Projects with no participation by an entity with a demonstrated track record of quality
experience in completed development or management of Tax Credit Projects. In
evaluating the track record of participating entities, MBOH will consider

o whether the Applicant, Owner, Developer, General Partner, Management Company,
and Consultant have developed and operated housing Projects with the highest
quality either in Montana or another state,

e amount of active local community participation used to develop Projects, and

o the compliance track record and specialized training of the proposed Management
Company. New Developers may meet this requirement through a partner who is an
Experienced Developer.

4. No one who is actively involved in the actual construction process has experience with
Cold Weather Development and Construction (defined as one or more Projects located
above the 40 degrees north parallel), as reported on the MBOH Cold Weather
Experience Form.

5. If the Applicant or any member of the Applicant’s Development Team is debarred from
federal programs or Federal Home Loan Bank, prohibited from applying by another state
housing agency for disciplinary reasons, or based on the “Disqualification” section in
Appendix D.
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VIl. DEVELOPMENT EVALUATION CRITERIA AND
SELECTION

A. BOARD CONSIDERATION, FACTORS AND DEVELOPMENT
EVALUATION CRITERIA

The Development Evaluation Criteria are only one of several considerations the MBOH Board
takes into account and do not control the selection of Projects that will receive an Award of
Credits. For purposes of this QAP and selections, Awards and Allocations, the Selection Criteria
include all the requirements, considerations, factors, limitations, Development Evaluation
Criteria, set asides, priorities, preferences and data set forth in this QAP and all federal
requirements.

In addition to Development Evaluation Criteria in the following subsections, the MBOH Board
may consider the following factors in selecting Applications:

e geographical distribution;

e rural or urban location;

e QCT or DDA location;

e overall income levels targeted by the Projects (including but not limited to deeper targeting
of income levels);

e need for affordable housing in the community (including but not limited to current Vacancy
Rates);

o Rehabilitation of existing low-income housing stock;

o sustainable energy savings initiatives;

e financial and operational ability of the Applicant to fund, complete and maintain the Project
through the Extended Use Period;

e past performance of an Applicant in initiating and completing Tax Credit Projects;

e cost of construction, land and utilities, including but not limited to costs/Credits per square
foot/unit;

o the Project is being developed in or near a historic downtown neighborhood;

e frequency of Awards in the respective areas where Projects are located;

¢ preservation of project rental assistance or retention or addition of Section 811 units in or
to an existing project; and/or

e augmentation and/or sources of funds.
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The MBOH Board gives [preference to Projects serving the lowest-income tenants through a

C d [A17]: GG: This implements part of the

combination of income targeting requirements and Application evaluation processes. “Low-
income” households eligible for LIHTC units are households earning up to 80 percent of AMI.
This QAP gives preference to the lowest-income tenants by requiring that all Projects meet not
only the federally-required minimum set aside requirements (i.e.,20-50, 40-60 or average
income), but also meet the considerably lower overall income targeting thresholds of weighted
average targeted income of 53% AMI or below for 9% Projects using the 20-50 or 60-40 test, or
60% AMI or below for 4% Projects or Projects using the Average Income set aside. This
approach gives preference to the lowest-income tenants while recognizing that the extent of
targeting units to the lowest income levels is necessarily constrained by available financial
resources for the Project. A blend of units up to 80% AMI typically is required for Project
financial feasibility. In evaluating and selecting Projects for an award of Credits, the MBOH
Board will specifically consider and compare the extent to which Projects would serve the
lowest-income tenants. Such consideration and comparisons are not absolute or controlling with
respect to Project selection for Credit awards, as this factor must be considered and balanced
together with other criteria and considerations under this QAP.

DEVELOPMENT EVALUATION CRITERIA

1. LOWER INCOME TENANTS

All Projects must meet the federally-required minimum set aside requirements, i.e., the
20-50 test, 40-60 test or inceme-averageing_income (tAl) and related MBOH
procedures, restrictions and requirements.

In addition, Applications must comply with one of the subsections below.

INCOME AND RENT LEVEL TARGETING

The units in a Project with any minimum set aside (i.e., 20-50 or 40-60) will reflect a weighted
Average Income targeted of 53% or below.

Projects applying for 4% Credits, or with the Average Income set aside will be allowed to have a
weighted average income target of 60% or below. Average Income will not be allowed unless
100% of the units are restricted.

Rents at 20% are allowed to income qualify up to 29%, 30% are allowed to income qualify up to
39%; 40% are allowed to income qualify to 49% AMI; 50% are allowed to income qualify to 55%
AMI (40-60 election must apply).

If the project has a manager’s unit, it will be considered a 60% unit and calculated as such.

gl vonrana 12
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PROJECT-BASED RENTAL SUBSIDY

The Project has existing or committed project-based rental subsidy for at least 50% of the Units.
The Application must provide a copy of the relevant contract or other documentary proof of
subsidy from the provider. MBOH staff will verify claimed subsidies with the funding source.

2. PROJECT CHARACTERISTICS
Applications must comply with one of the subsections below.

AMENITIES

For purposes of this subsection, an Amenity is a grocery store (convenience store does not
count) or medical services appropriate and available to all prospective tenants (e.g., hospital,
doctor offices, etc.). An Application will qualify with respect to an Amenity if one of the following
applies:
e The Project is located within 1% miles of the Amenity.
¢ Public or contracted transportation (not including taxi or school bus service) is reasonably
available to the Amenity (i.e., the Project is located within 2 mile of fixed bus stop or on a
same day call basis, the Applicant submits a letter from a transportation provider committing
to establish such service; or
e The Amenity is available via a no-charge delivery service to the Project location (all
distances must be as specified in the Project’'s market study).
*- For scattered site projects, all site locations must meet the criteria.

SMALL TOWN/TRIBAL DESIGNATED AREA

The site is located in a municipality with a population of less than 10,000 in
aeeerdaneeaccording to the population figures provided by the 2020 American Community
Survey (Small Town); or

The site is located in a tribal designated area which is defined as an area of land within an
Indian reservation that is held and governed by a federally recognized Native American tribal
nation (Tribal Areal).

AFFORDABLE HOUSING STOCK

The Application proposes the preservation of existing affordable housing stock, including as part
of a local (not national, state or regional) community revitalization plan or similar plan.
HISTORIC PRESERVATION

The Application proposes the Adaptive Re-use and/or Rehabilitation of buildings with local,
state, tribal and/or federal historic preservation designations.

gl vonrana |22
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3. LOCAL INVOLVEMENT

Applications must comply with one of the subsections below.

COMMUNITY INPUT

Application includes documentation of at least one of the following forms of local community
input, as shown by evidence provided in the Application:
e local neighborhood meetings held expressly for this Application;
e local charrettes held expressly for this Application with supporting documents, concept
drawings, and input from local community;
e other appropriate form of local community input specifically designed to gather local
community input for this Application; and/or
e City or County Commission meeting.

In order to qualify the event must meet the following criteria:
e not part of another public or design meeting unless the minutes demonstrate that a portion
of the meeting was specifically dedicated to community input for this Application;
¢ Application includes minutes, copies of any written or electronic comments received, and
documentation outreach efforts;
e held within 6 months before the Application deadline.

QUALIFIED CENSUS TRACT/LOCAL COMMUNITY REVITALIZATION PLAN

The Project is located in a qualified census tract (QCT), and its development contributes to or
involves existing housing as part of a local (not national, state or regional) community
revitalization plan or similar plan. The Application must include any such local community
revitalization plan and identify where in the plan such existing housing may be found.

COMMUNICATION/RELATIONSHIPS

The Application includes a commitment by a local entity to provide of at least one of the
following:

o screening and referring of individuals as prospective tenants;

» on-site service coordination to Project tenants;

« donation of land or sale at a reduced price;

« funds to develop infrastructure or for other uses;

« significant waivers of local government fees; or

o other forms of significant monetary or in-kind support.

For purposes of this item, a local entity includes a provider serving the Project locality from a
physical office in the region of the state where the Project is located even if the provider does
not maintain an office in the Project locality.
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4. DESIGN REQUIREMENTS

Refer to the Design Appendix for applicable design requirements. Any requirement deemed
mandatory is required for all Projects.

/[ Commented [A19]: Moved to the Appendix.

5. TENANT POPULATIONS WITH SPECIAL HOUSING NEEDS

Applications must comply with one of the subsections below.

FAMILY PROJECTS

An Application for a family Project will commit to targeting at least 10% of its Units for at least
one of the following identified needs:

« individuals with children or large families (three or more bedrooms);

« meeting Section 504 fully accessible requirements (other than features for persons with
hearing or visual disabilities, which can be limited to 5% of units);

« targeted as Permanent Supportive Housing for persons with disabilities (Application must
describe the strategy that will be used to market available units to disabled persons
throughout the Extended Use Period); or

o targeted to veterans, victims of domestic violence, or youth aging out of foster care.

Units may be counted more than once or in more than one category.

For Permanent Supportive Housing, Owners and Management Companies will:

¢ not give a preference based on disability type (actual or perceived) or being a client of a
particular service provider;

e use standard leases with the same rights available to and responsibilities expected of other
households, including duration of tenancy (cannot be transitional);

e ensure participation in any supportive services is entirely voluntary (not a formal or implied
condition of occupancy);

e not segregate units within the Project by tenant need category; and

¢ not engage in medical, therapeutic, or other activities regulated by the U.S. Centers for
Medicare & Medicaid Services with respect to the tenants.

ELDERLY PROJECTS

Application for a New Construction Elderly Property will meet Section 504 fully accessible
requirements on 20% of units (other than features for persons with hearing or visual disabilities,
which can be limited to 10% of units).
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B. AWARD DETERMINATION

The MBOH Board will select Applications to receive an Award that it determines best meet the
most pressing affordable housing needs of low-income people in Montana, taking into
consideration:

e all of the requirements, considerations, factors, limitations, Development Evaluation Criteria,

set asides, priorities and data (including without limitation the following data jprovided to the
Board for purposes of the Award Determination meeting: (i) the statistical data regarding
previous Credit allocations in the MBOH Statistical Data Form, and (ii) other available data,
determined by MBOH staff to be appropriate, useful and timely, relating to need for
affordable housing in various locations and of vanous types across the State-previded-te-the
set forth in this QAP and all federal
requirements (together referred to in this QAP as the “Selection Criteria”); and
e all other information provided to the MBOH Board regarding the applicant Projects.

The Development Evaluation Criteria are only one of several considerations taken into account
by the MBOH Board and do not control the selection of Projects that will receive an Award of
Housing Credits.

If the MBOH Board Awards Credits to an Applicant where the Award is not in keeping with the
Selection Criteria of this QAP, it will publish a written explanation that will be made available to
the general public.

VIIl. UNDERWRITING ASSUMPTIONS AND LIMITATIONS

These underwriting assumptions will be used at Application, 10% Cost Certification and Final
Cost Certification.

A. PRO-FORMA COMPONENTS
1. OPERATING EXPENSES

MBOH will evaluate operating expenses and Vacancy Rate underwriting assumptions for all
Projects for reasonableness, taking into account the type of housing, unit sizes, intended target
group of the housing and location. Staff may require the Applicant to provide additional
justification and documentation.

2. DEBT COVERAGE RATIO

The ratio of net operating income (rental income less operating expenses, not including
expenses for amortization, depreciation or mortgage-related interest, and reserve payments) to
foreclosable, currently amortizing debt service obligations (Debt Coverage Ratio or DCR) should
be between:
¢ 1.15 and 1.35 in the first year of normal operation if projected to trend upward;
¢ 1.10 and 1.50 during the entire first 15 years of normal operation if projected to trend
downward.
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Applications must justify DCRs outside these ranges in a narrative. MBOH will consider the
reasonableness of the Project’s proposed rent levels, operating expenses, reserve payments,
projected Vacancy Rates, debt service obligations, Soft Costs and amount of Credits requested.
If the DCR, as underwritten by MBOH at Application, is above the ranges specified above
without acceptable justification, MBOH will reduce the amount of Credits requested or the rent
levels proposed.

3. TOTAL EXPENSE COVERAGE RATIO

MBOH will consider, on a case-by-case basis, projects which materially deviate from a 1.10
Expense Coverage Ratio.

4. OPERATING RESERVES

Owners must establish and maintain minimum operating reserves in an amount equal to at least
four months of projected operating expenses, debt service payments, and annual replacement
reserve payments. The specific requirements for reserves, including the term for which reserves
must be held, must be included in the limited partnership or operating agreement. Using an
acceptable third party source, this requirement can be met by cash, bond, letter of credit from a
financial institution, or a Developer guarantee that a syndicator has accepted the responsibility
for a reserve.

Project replacement and operating reserves and reserve accounts required by applicable law, the
QAP or the LURA must be retained by the Project (and transferred to the new owner as
applicable) in or as part of any sale, transfer or exchange of the Project. The Owner shall not
withdraw or retain any such reserves or reserve accounts in or as part of any sale, transfer or
exchange of the Project and the the Board may void any sale, transfer or exchange of the Project
that violates this requirement.

5. REPLACEMENT RESERVES

Owners must contribute replacement reserves in an amount equal to at least $350 per unit
annually. Exceptions may be made for certain special needs or supportive housing
developments. Exceptions must be documented and will be reviewed on a case-by-case basis.
The specific requirements for reserves, including the term for which reserves must be held,
must be included in the limited partnership or operating agreement.

6. UTILITY ALLOWANCES

The MBOH approved utility allowances are the following:
¢ Montana Department of Commerce Section 8 Utility Allowances
e USDA Rural Development
e HUD Utility Schedule Model (HUSM)
e Energy Consumption Model (ECM)

Refer to the ECM Form on the MBOH website for the most current checklist of required items.
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Projects may use their own calculated HUSM from LOI to Placed in Service, but as of Placed in
Service must have obtained MBOH approval of HUSM according to the following timelines.
Requests for approval of HUSM allowance amounts and annual approval requests must be
submitted to MBOH at least 90 days before the projected start date or anniversary approval
date. Numbers used for approval request submission must not be more than 30 days old at time
of submission. Utility allowances provided by utility providers will not be considered or accepted.

7. ADDITIONAL UNDERWRITING ASSUMPTIONS

MBOH will use the following underwriting assumptions for underwriting all Applications.
a. Vacancy rates:

e 10% - 20 units and less

e 7% - more than 20 and up to 50 units

e 5% - more than 50 units or 100% project-based rental assistance

treomeRent Trending: 2%

Expense Trending: 3%

Reserves Trending: as proposed in Application but not to exceed 3%

Operating expenses per unit: $3,000-$8,000 annually

®ooo

8. SOURCES AND USES CERTIFICATION

Applicants must certify that they have disclosed all of a Project’s sources and uses, as well as
its total financing, and must disclose to MBOH in writing any planned changes in sources until
MBOH issues Form(s) 8609.

B. SUBSTANTIAL REHABILITATION

All Acquisition/Rehabilitation and Rehabilitation Projects must meet the following minimum
expenditure standard (Substantial Rehabilitation Standard). Newer Construction
Acquisition/Rehabilitation projects may apply for a staff discretionary waiver for a lesser per unit
amount. The Substantial Rehabilitation Standard is expenditures of:

¢ $50,000 of Hard Cost Per Unit for 9% & 4% Projects
Rehabilitation Projects must meet all requirements of the CNA and the Application must also
include a list of items in each unit that will be replaced, refinished, repaired, upgraded, or
otherwise rehabilitated.

C. EVENTUAL [HOMEOWNERSHIP
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Some or all Project units may be converted to homeownership after the end of the 15-year
compliance period, subject to the following requirements, the provisions of the Code and MBOH
approval. As these projects will be rental housing for a minimum of 15 years, they will be
underwritten as a rental project according to the same underwriting criteria as full-term Projects.

The following conditions apply and must be met as a condition of MBOH approval of
homeownership conversion and release of converted units or property from any applicable
LURA:

1. Intention to convert must be expressed in the Housing Credit Application.

2. Only 100% Housing Credit projects are eligible.

3. The Units must be single family detached, townhouse, or condominium units for which
an instrument conveying title to the homebuyer can be recorded.

4. Units must be marketed solely to the existing rental resident.

5. Units that are not sold to the existing rental resident must remain rental units subject to
the LURA for its full term.

6. Prior to sale or transfer of units, the owner must submit a comprehensive and detailed
plan for the homeownership conversion that includes or provides for at least the
following:

e Terms of sale and transfer.

e Tenant eligibility requirements for purchase or transfer of unit, including minimum
length of tenancy in rental unit to be eligible for purchase or transfer.

e Mandatory homeownership classes for potential homeowners.

e Repair or replacement of heating system, water heater, roof and other major
building systems prior to sale or transfer.

o Post-transfer repair and maintenance of units, including:

o __repair/replacement in event of failure of major systems/components;

o __allocation of financial responsibility for such repairs/maintenance; and

o__financial and other resources available to assist homeowners with repairs
and maintenance.

e Transfer to homeowner at closing of pro rata portion of Project replacement and
operating reserves and reserve accounts required by applicable law, the QAP or
the LURA (total required reserves divided by total number of units in Project). No
such reserves will be withdrawn or retained by the Project owner.
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e For single family detached units (not including tribal properties), the parcel of
land on which the unit is located must be owned by or transferred to a community
land trust or resident owned cooperative designed to preserve housing
affordability.

e Standard owner’s policy of title insurance paid for by Project owner.

e Homeowner insurance coverage will be in place at the time of sale or transfer
with continuous coverage for a period of at least one-year after transfer and plan
for continuation of coverage and payment of premiums thereafter.

e Limitation on homeowner retention of equity upon subsequent sales.

e Mandatory homeowner occupancy of unit as primary residence after transfer.

7. Prior to conversion and transfer of units, the owner must also submit copies of the
following:

e All transaction documents between or among each buyer, the Project owner and
any other necessary party (e.g., BIA for tribal properties) (including copies of
executed documents once executed), including all of the following as applicable:

o Purchase/sale agreement.
Ground lease/sublease with homeowner.
Deed or other instrument conveying home to homeowner.
Restrictive covenants.
Right of first refusal.
o__Any other agreements.

e If notincluded in the foregoing transaction documents, the following additional
documents:

o Document(s) establishing binding limitations on homeowner retention of
equity upon subsequent sales.

o__Document(s) establishing binding requirement on homeowner to occupy
home as primary residence after transfer.

o__Document(s) providing for transfer of pro rata share of project reserves to
buyer at closing.

o__Document(s) showing Project reserves, calculation of each unit’s pro rata
share of reserves and providing for transfer of such pro rata share of
Project reserves to each homeowner at closing.

e Title commitment for standard owner’s policy of title insurance, including legal
descriptions for all units being transferred in form allowing recording of LURA
releases in county real property records.

e Evidence of required homeowner insurance coverage.

e Written certification by Project owner that all project units are being sold and
transferred to existing unit tenants, or, if not being sold and transferred to existing
tenants, that such units will remain rental units subject to the low income, rent
restrictions and other requirements of the LURA, with a list of names of existing
tenants for all project homes and identifying all such existing tenants who are
buying their homes under the homeownership conversion.

8. Submission of the homeownership plan required in (5) and the documents required in (6)
constitutes the Project owner’s binding commitment that any conversion, sale and
transfer will be in accordance with such submitted plan and documents.

O |O |0 |Oo
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9. The Project, including all units to be sold and transferred, must be in compliance with
applicable Housing Credit physical condition standards at the time of sale or transfer, as
determined by MBOH inspection.

10. Homeownership conversion, including transfer of ownership, may not proceed until and
unless approved in writing by MBOH. All Project units will remain subject to the LURA for
its full term until and unless released in writing by MBOH. MBOH will release transferred
units from the LURA only if MBOH has approved the conversion, regardless of whether
the conversion or transfer of ownership has been initiated or completed.

11. Following closing and transfer of units, the Project owner must submit a written request
for partial release of units from the LURA, together with copies of all executed
transaction documents for each unit, including the recorded deed or other instrument of
conveyance, the final owner’s title insurance policy and documentation of reserve
transfers. Upon receipt and approval of such request and documentation, MBOH will
provide the Project owner with executed partial releases for each unit transferred. The
Project owner will be responsible for recording of release documents and all recording
fees.

D. 130% BASIS BOOST

Applications for Projects not located in an area designated by HUD as a difficult development
area (DDA) or a QCT may request Housing Credits calculated at up to 130% of eligible basis.
The documentation must explain why the Project would not be feasible without the boost.
MBOH also may consider any one of the following factors:

e Tribal or Small Rural Project;

e qualification of the building for Rural Development funding;

e targeting of more than 75% of Project units to 50% or below AMI level;

e includes historical preservation, preservation or replacement of an existing affordable
housing Project (replacement must replace the same Project with the same or similar
affordability requirements); or

¢ achievement of financial feasibility.

E. NON-HOUSING AMENITIES; NO COMMERCIAL USE OF AMENITIES

Luxury amenities will not be considered or funded with Credits. Luxury amenities include, but
are not limited to swimming pools, golf courses, and similar amenities. Projects may include
swimming pools, golf courses, and other similar amenities only if funded by sources other than
Housing Credits (this requirement does not apply to garages or car ports). Standard parking
spaces required by zoning must be included in tenant paid rent.

Amenities provided will not be used for Commercial Purposes, which means use of any Project
Amenities, common space or other Project property or facilities by others than Project tenants
for which the Project owner or management receives any compensation (e.g., rent payments)
for such use, whether in cash or in kind.

F. HOUSING CREDIT PROCEEDS
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Applications must estimate expected Credit proceeds. Within 60 days after the partnership or
operating agreement is signed by all parties, the Applicant must provide MBOH with a copy of
the executed agreement to avoid a late fee. Prior to issuance of IRS Form(s) 8609, MBOH will
require the accountant's certification to include gross syndication proceeds and costs of
syndication.

G. DEVELOPMENT COST LIMITATIONS

All Development Cost Limitations in this QAP will apply to all current Applications and Projects
and to all Projects awarded Credits under a prior QAP. In the event a more favorable limit was

used in a prior QAP the [project. will be allowed to use it. Commented [A22]: This will allow us to apply the most
current limitations to all projects.

1. HARD COSTS

All Applications must provide justification for development costs. Even for those projects
meeting specific QAP limitations, MBOH will evaluate cost per Unit and cost per square foot for
all Projects for reasonableness, taking into account the type of housing, other development
costs, unit sizes, the intended target group of the housing, where the Project will be located, and
other relevant factors.

MBOH may decline to Award Credits to a Project where it determines that costs do not reflect
the optimal use of Housing Credits.

TOTAL PROJECT COST PER UNIT [LIMIT] _{ commented [A23]: This is a 4.2% increase.

Total Project Cost may not exceed $3650,000 per Unit (Total Project Cost Per Unit Limit) unless
and to the extent that Owner obtains a waiver from the MBOH Board. If a Project’s Total Project
Cost per unit is above $3658,000 or has an increase that results in Total Project Cost per Unit of
over $36509,000, Owner must request a waiver from the MBOH Board. In addition, if a Project
has a 20% Total Project Cost per Unit increase inerease-from the time of Award, a waiver
request from the MBOH Board is also required.

Owners must notify and explain to MBOH a greater than 10% increase in Total Project Cost per
Unit from the amount at the time of Award. The notification(s) must be included in the Quarterly
Report for the period in which the increase occurs. Failure to notify and explain such cost
increases to MBOH may result in being ineligible for a waiver.

COMMUNITY SERVICES FACILITY COST EXCLUSION

For purposes of the Total Project Cost Per Unit limit, costs of Community Service Facilities may
be deducted from Total Project Cost if the Application includes:

e a calculation of the costs of the Community Service Facility(ies) that is reasonable and
consistent with the UniApp for the Project and that specifically itemizes the costs reasonably
attributable or allocable to such building or partial building;

» a written certification that the Project’s Total Project Cost Per Unit will be within the limit in
this QAP upon exclusion of such Community Service Facility costs;
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o the Applicant’s agreement that, upon request, it will provide MBOH staff with supporting cost
documentation, a CPA certification or other information to support the cost calculation, and
will pay the cost of an independent third party expert analysis if required by MBOH; and

¢ Applicant’s agreement that MBOH will deny an exclusion if staff determines that such cost
calculation is unreasonable or not supported by appropriate documentation or certification.

2. ADDITIONAL COST LIMITATIONS

MBOH will reduce amounts in excess of the following cost limitations, as calculated in UniApp.

BUILDER’S OVERHEAD

Builder's Overhead, the builder’'s overhead shown in the Applicant’s properly completed UniApp
Supplement (Cost Limitations and Requirements), is limited to a maximum of 2% of
Construction Costs.

GENERAL REQUIREMENTS

General Requirements are limited to a maximum of 6% of Construction Costs.

BUILDER PROFIT

Builder Profit, the builder’s profit shown in the Applicant’s properly completed UniApp
Supplement (Cost Limitations and Requirements), will be limited to a maximum of 6% of
Construction Costs.

DEVELOPER FEES

Developer Fees will be limited to a maximum of 15% of Total Project Cost.

For purposes of this Developer Fee limit, Total Project Cost does not include Developer Fees,
Project reserves or land costs. HC Consultant fees (amount must be disclosed) will be included
as part of and subject to the limit on Developer Fees. Architectural, engineering, and legal
services are considered to be professional services, and fees for such services are not included
as Developer Fees for purposes of this limitation.

DISCLOSURE OF TRANSACTIONS INVOLVING RELATED PARTIES

Applicants and Owners must disclose all transactions with Related Parties; failure to do so may
result in the Project not receiving an Award. MBOH may reduce Developer Fees, Builder Profit
or other Soft Costs on Projects involving Related Party transactions.

LIMITATION ON SOFT|COSTS|

The Soft-Cost-to-Hard-Cost Ratio (Soft Cost Ratio) for the Project, based upon the Application’s
UniApp, may not exceed:

® 40% for 4%+-9% or 45% for 4% or Twinned Projects
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If the Soft Cost Ratio for a Project exceeds the applicable maximum, MBOH will allow the
Applicant to specify how and by what amount its Soft Costs will be reduced in writing within ten
(10) business days. The Application will reflect such adjustments for all purposes under the HC
program. If the Applicant fails to communicate its adjustments within the required time, MBOH
will return the Application. Projects must meet this limit at LOI, Application, 10% Cost
Certification and Final Cost Certification. The board may approve a waiver to the Soft Cost cap
on a case-by-case basis; this limit applies to all current and prior projects.

PROFESSIONAL FEES

The UniApp must address and provide justification for professional fees. MBOH will compare
these fees as a percentage to construction costs for reasonableness.

ADDITIONAL DUE DILIGENCE

MBOH may require due diligence in the form of additional cost certification for Projects MBOH
considers to be at high risk for unreasonable costs. This additional due diligence may include
audits of contracts among or between Development Team members or contractors and/or
sampling of subcontractor invoices to verify consistency with the developer cost certification.

IX. MBOH COMMUNICATIONS

MBOH may communicate with Applicants to provide interpretive guidance or for purposes of
clarifying, verifying or confirming any information.

MBOH may query an Applicant or other persons regarding any concerns related to an
Application or the management, construction or operation of a proposed or existing low-income
housing Project. Questionable or illegal housing practices or management, or insufficient or
inadequate response may be grounds for Disqualification of an Application.

MBOH may contact local community officials to discuss relevant evaluation criteria. MBOH may
also contact any other third parties to confirm or seek clarification regarding any information in
the Application.

MBOH will provide notice of the Project to the chief executive officer (or the equivalent) of the
local jurisdiction within which the Project is proposed to be located and provide such individual a
reasonable opportunity to comment on the Project.

X. RESERVATION, CARRYOVER ALLOCATION, CREDIT
REFRESH AND FINAL ALLOCATION

The requirements in this section apply to all Projects Awarded Credits.

A. RESERVATION AGREEMENT

After an Award of Credits, MBOH will provide a Reservation agreement (Reservation
Agreement) to the Owner. The Owner must return the signed Reservation Agreement to MBOH
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by March 1 of the year following the Award (or by such other date specified by MBOH as
necessary to preserve the Credits). The Owner must meet the requirements and conditions
described and provide the documentation required by the Reservation Agreement to receive a
Carryover Allocation (Initial Allocation) or Final Allocation of Housing Credits.

MBOH will revoke an approved Reservation and terminate the Reservation Agreement when a
Project fails to make successful progress toward completion or otherwise fails to perform its
obligations under the Reservation Agreement and the Applicable QAP.

If an unsuccessful Applicant, or a party associated with such Applicant, commences any legal
action or proceeding challenging MBOH’s Award Determination or process, MBOH will make a
Carryover Allocation (Initial Allocation) or Final Allocation of Housing Credits as required by an
executed Reservation Agreement to the same extent it would have been bound to do in
absence of the legal challenge, unless the court determines that such Applicant was not eligible
or qualified under the applicable QAP to receive an Award of Housing Credits or MBOH
otherwise determines that it is precluded by Court order from doing so. If a court determines in
any such action or proceeding that MBOH must Award Credits to one or more unsuccessful
Applicants from such round or year, such Award or Awards will be made using any available
returned or unreserved Housing Credits or current year’s Credits.

B. CARRYOVER ALLOCATION

To receive a Carryover Allocation, the Owner must submit to MBOH, no later than December 1
of the year following the Award (or by such other date specified by MBOH as necessary to
preserve the Credits), the executed Reservation Agreement, Proof of Ownership, executed and
recorded Restrictive Covenants, and the Reservation fee. MBOH will issue a Carryover Allocation
Agreement to the Owner for execution and return to MBOH. The Carryover Allocation Agreement
must be executed and returned to MBOH prior to December 31 of the same year.

C. 10% COST CERTIFICATION

The Owner must submit certification and related documentation as required by the Carryover
Allocation Agreement demonstrating that Owner meets the 10% test under Section 42 (10%
Cost Certification) no later than the first anniversary of the date on which MBOH executed the
Carryover Allocation Agreement. Refer to the 10% checklist on the MBOH website for the most
current checklist of 10% Cost Certification submission requirements. Failure to submit any
required documentation, pay the required fee, submit certification for 10% documentation, or
meet the 10% Test will cause forfeiture of Awarded, reserved or allocated Housing Credits.

D. LURA/DECLARATION OF RESTRICTIVE COVENANTS

When submitted to MBOH, the executed and recorded Declaration of Restrictive Covenants/
Land Use Restriction Agreement (Restrictive Covenants or LURA) must be accompanied by
documentation confirming that the proposed LURA contains the accurate legal description of the
Project land (e.g., most current ALTA Survey or titte commitment).
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By execution and recording of the LURA the Owner waives the right to request that MBOH
locate a nonprofit qualified buyer as provided in Section 42 (Qualified Contract Process). The
Extended Use Period specified in the LURA may not be terminated early through the Qualified
Contract Process and the Owner must comply with the Restrictive Covenants for the entire
Extended Use Period as provided in the LURA. All Projects must have an additional 35 years of
affordability beyond the initial 15-year Compliance Period (total Extended Use Period of 50
years).

Prior to issuance of Form(s) 8609, documentation must be submitted evidencing the first priority
position of the Restrictive Covenants. If such evidence does not show that the Restrictive
Covenants are in a first priority position, MBOH will require a subordination agreement from the
owner or holder of any prior-recorded lien or encumbrance as a condition of issuance of IRS
Form(s) 8609, unless such prior lien or encumbrance is required by a federal agency to have
priority over the Restrictive Covenants or MBOH otherwise determines in writing that
subordination is not required.

For Projects constructed or to be constructed on leased ground, the LURA is not required to
have priority over the ground lease. However, the LURA and ground lease shall include such
provisions as are satisfactory to MBOH to assure to the greatest practicable extent that the
Project will be subject to all LURA restrictions for the full Extended Use Period.

E. REFRESHING CREDITS

MBOH may approve conversion of previously awarded Credits from the original Credit year of
the Credits Awarded to a more recent Credit year (Credit Refresh) for Projects that have been
issued a Carryover Allocation and for which MBOH has approved the 10% Cost Certification.

To request a Credit Refresh, the Owner must submit a revised Uniform Application, narrative
with justification for request, along with the fee as specified in the Fee Schedule. Upon receipt of
the application and staff evaluation, the application will be placed on the agenda for
consideration at the next MBOH Board meeting. The Owner or its representative must appear at
the meeting to answer Board questions regarding the application and the factors leading to the
submission of the application.

The MBOH Board may approve or deny the Credit Refresh or may defer action on the
application pending additional information or compliance with specified conditions. The Board
may place any one or more conditions on approval or further consideration of an application.

In making its determination, MBOH may consider any or all of the following:

e The diligence, or lack of diligence, by the Development Team, Owner or other Project
participant in seeking to complete the development, approval, construction and opening of
the Project.

e Any factors beyond the control of the Development Team, Owner or other Project
participant, significantly contributing to the need for the Credit Refresh.
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e The likelihood that the Project will be completed and Placed in Service within a reasonable
time, under the circumstances, if approved.

¢ The likelihood that the Project will not be completed or Placed in Service if denied.

e The need for the Project, as determined in the original Application and Award processes.

¢ Any significant changes in market conditions or other factors that affect the financial
feasibility of or need for the Project.

¢ Any other factor or factors that the Board deems relevant to the determination.

The amount of Credits reserved through a Credit Refresh shall not exceed the amount of
Credits originally allocated or the maximum Credit Award under the Applicable QAP.

All requirements of the Applicable QAP and applicable law shall apply as if such Reservation
were the original.

F. FINAL ALLOCATIONS/8609

Refer to the 8609 checklist on the MBOH website for the most current checklist of items
required for issuance of Form(s) 8609. Final Allocation of all Credits is subject to payment in full
of the applicable fees specified in the Fee Schedule.

MBOH will assess a late fee if it does not receive all required items within 6 months of the last
building Placed in Service date. MBOH may make a site visit and conduct a file audit prior to
issuance of Form(s) 8609. Owners must send a copy of each completed and signed

Form(s) 8609 back to MBOH within 3 months of issuance.

G. PUBLIC NOTIFICATION

Any public relations actions by a recipient of Credits must specifically state that a portion of the
funding is from MBOH, including radio, television, and printed advertisements (excluding rental
ads), public notices, and signs at construction sites.

H. CHANGES TO PROJECT OR APPLICATION

MBOH must approve any changes in the implementation schedule greater than 60 days.
Owners must submit notification in writing with justification to MBOH within 10 business days of
the change.

MBOH must specifically approve any of the following listed changes (Substantial Changes) in
the project as set forth in the Application. The Applicant must notify MBOH in writing at least 30
days before implementing any change to or of:
¢ A member of the Development Team, including the Applicant, occurring prior to Placed in
Service;
e Developer Fee agreement or Consultant Fee agreement;
e Participating local entity;
e Total Project Cost per Unit in a percentage or dollar amount that requires notification to
MBOH or a waiver of the Total Project Cost Per Unit Limit;
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e Quality or durability of construction;

e Number of units or unit composition;

e Site or floor plan;

e Square footage of Project building(s);

e Project amenities;

e Income or rent targeting;

e Rental subsidies;

¢ Any mandatory tenant obligation (e.g., adding payment of utilities);

e Target group;

e Project location;

e Sources and uses (to the extent any line item of the Sources of Funds or any section of the
Uses of Funds of the UniApp changes by 10% or more);

o Common Area square footage, location or purposes;

e Housing Credits required for the Project;

e Extended Use Period;

¢ Any item that would have resulted in a lower Development Evaluation Criteria score under
the Applicable QAP or failure to meet any mandatory Development Evaluation Criteria or
Threshold Requirement; or

o Any other significant feature, characteristic or aspect of the Project.

If MBOH staff denies approval of any such Substantial Change, the Applicant may request
Board review and must inform MBOH staff if the proposed change requires immediate or urgent
review and approval. Any requested changes may incur additional fees.

Xl. QUARTERLY REPORTS

Refer to the Quarterly Report Form on the MBOH website for the most current checklist of items
and applicable due dates. The quarterly reporting reporting requirements apply to all Projects
that have an award of credits. The Project must submit the written quarterly status reports by
the 10" day of every calendar quarter. Late reports will result in a fine in accordance with the
Fee Schedule.

Xll. QUALIFIED CONTRACT PROCESS

MBOH has adopted certain requirements and procedures applicable to the qualified contract
process. These requirements and procedures are set forth in a separate Montana Board of
Housing publication entitled the Montana Board of Housing, Qualified Contract Process
November 15, 2021 (the “Qualified Contract Process” or “QCP”). The QCP governs eligibility,
submission, consideration, determination and other aspects of a request for a qualified contract
as provided in Section 42.

MBOH may update and revise the QCP from time to time through the administrative rule
adoption process. Any updated or revised version of the QCP adopted as rule will replace
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and supersede the November 15, 2021 version of the QCP as provided in the adopted rule. The
current version of the QCP is available on the MBOH website.
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APPENDIX A: DEFINITIONS

Terms used in this QAP shall have the same meaning as in Section 42 and implementing
regulations unless otherwise indicated. As used in this QAP, the following definitions apply
unless the context clearly requires a different meaning:

“4% Credits” means HCs that may be Awarded in accordance with the applicable QAP to
Projects with tax-exempt financing under the volume limitation on private activity bonds and,
except as otherwise provided by this QAP for Applications combining 4% and 9% Credits,
outside the competitive allocation process applicable to 9% Credits.

“9% Credits” means HCs that may be Awarded through the competitive allocation process in
accordance with the Applicable QAP.

“Absorption Rate” means the number of months projected in the Application’s market study for
a Project to become fully leased, using the calculations listed in MBOH’s full market study
requirements.

“Acquisition” means obtaining title, lease or other Land and Property Control over a property
for purposes of an HC Project. Acquisition includes purchase, lease, donation or other means of
obtaining Land or Property Control.

gl vorrana 5o



2025 QUALIFIED ALLOCATION PLAN

“Acquisition/Rehabilitation” means Acquisition of a property with one or more existing
buildings and renovation meeting the Substantial Rehabilitation Standard for existing buildings
on the property that are part of a Project.

“Adaptive Reuse” means the process of reusing an existing building for a purpose other than
which it was originally built or designed for.

“Allocation” means an Initial Allocation or a Final Allocation.

“Available Annual Credit Allocation” is defined as the Credit ceiling allocated to MBOH by
the federal government for the previous calendar year.

“Common Area” means any space in the building(s) on the Project property that is not in the
units (except manager units), i.e. hallways, stairways, community rooms, laundry rooms,
garages/carports, manager units, etc.

“Community Service Facility” means a building or part of a building constructed and included
as part of and on the same tract of land as a Project: (a) that provides services designed to
serve primarily individuals whose income is within the percentage(s) of area median income to
be served by the Project (but are not limited to serving such individuals or Project residents
exclusively); and (b) that charges service fees, if any, which are affordable to individuals whose
income is within the percentage(s) of area median income to be served by the Project.
Community Service Facilities are not required to meet Section 42 Community Service Facility
requirements for inclusion in adjusted basis in order to qualify for the cost exclusion under the
development cost limitations provisions of this QAP (except as included in this definition).

“Construction Costs” means all costs listed on the UniApp, Uses of Funds, under the Site
Work and Construction and Rehab sections.

“Consultant” or “HC Consultant” means an individual or entity advising a Developer or
Owner with respect to the HC Application and/or development process.

“Design Professional” means a housing/building design professional.
“Developer” means the individual(s) and/or entity(ies) specifically listed and identified as the
developer in the Uniform Application, Applicant Developer/Sponsor section, responsible for

development, construction and completion of an HC Project.

“Development Evaluation Criteria” means the development evaluation criteria set forth in the
Development Evaluation Criteria and Selection section of this QAP.

“Development Team” means and includes the Applicant, Owner, Developer, General Partner,
Qualified Management Company, and HC Consultant identified as such in the Application.
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“Disqualify” or “Disqualification” means, with respect to an Application, that the Application
is returned to the Applicant by MBOH without scoring and without consideration for an Award of
HCs, as authorized or required by this QAP.

“Elderly Property” means an elderly property Project as defined in federal law for which a Fair
Housing Act exemption for housing for older persons will apply.

“Expense Coverage Ratio” means, with respect to a Project with no hard debt included in the
UniApp, the ratio of the Project’s operating income to expenses.

“Experienced Developer” means a Developer who was entitled by written agreement to
receive at least 50% of the Developer Fees on a prior low-income housing tax credit Project that
has achieved 100% qualified occupancy and for which the applicable state housing finance
agency has conducted a compliance audit which revealed no significant problems.

“Final Allocation” means, with respect to HCs, MBOH issuance of an IRS Form(s) 8609 (Low
Income Housing Credit Allocation Certificate) for a Project after building construction or
Rehabilitation has been completed according to the Project Application and any MBOH or
MBOH Board-approved changes and the building has been Placed in Service.

“Form” means the most current version of any MBOH form referenced in this QAP. All Forms
are available on the MBOH website.

“General Requirements” means the contractor's miscellaneous administrative and procedural
activities and expenses that do not fall into a major-function construction category and are
Project-specific and therefore not part of the contractor's general overhead, categorized in
accordance with NCSHA standards and shown in the Applicant’s properly completed UniApp
Supplement, Limitations and Requirements.

“Hard Costs” means and includes building Acquisition costs, Site Work costs and Construction
and Rehab costs, as shown in the Applicant’s properly completed UniApp, Uses of Funds.

“Identity of Interest” between an Applicant and an In-Process Project means that the
Applicant or a member of the Development Team for the Applicant Project: (i) has an interest in
the ownership or developer fee payable for the In-Process Project; (ii) is the sole General
Partner or the Managing General Partner of an entity formed for purposes of the In-Process
Project; or (iii) is a Housing Credit Consultant for the development or construction phase of the
In-Process Project and is entitled to receive a portion of the Developer Fee. The Applicant does
not have an Identity of Interest with an In-Process Project solely because a person or entity
involved in or providing support for the Applicant Project is or was also involved in or providing
support for the In-Process Project, e.g., participating as a nonprofit entity for purposes of
obtaining a tax exemption, or providing community or supportive services for the Project, so
long as such person or entity is not entitled to a portion of the Developer Fee.
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“Initial Allocation” or “Carryover Allocation” means the Carryover Allocation by MBOH of HCs
from a particular year’s federal LIHTC allocation to the state for purposes of later Final
Allocation to a particular Project, as documented by and subject to the requirements and
conditions set forth in a written Reservation Agreement, the Applicable QAP and federal law.

“In-Process Project” means any 9% Credit Project for which MBOH and the taxpayer

previously have entered into and executed a Reservation Agreement but for which MBOH-has

neHssue&Ee;m%s}%@OQLall building have not been placed in service. The term does not include /{r ted [A25]: See comment for Cumulative Credit

any Project for which MBOH has rescinded the Credits or the Applicant has returned the AMOUNabove:

Credits.

“Land or Property Control” means legally binding documentation of title or right to possession
and use of the property, or the right to acquire title or right to possession and use of the
property, for purposes the Project, including but not limited to documentation of fee ownership,
lease, buy/sell agreement, option to purchase or lease, or other right, title or interest that will
allow the Owner to acquire Proof of Ownership for purposes of Carryover.

“Large Project” means, for purposes of the Soft Cost Ratio limitation, a Project with more than
24 Housing Credit units.

“Letter of Intent” or “LOI” means a letter and attachment submitted to MBOH on the MBOH
Letter of Intent Form.

“New Construction” means construction of one or more new buildings.
“Owner” means the legal entity that owns the Project.

“Project Square Footage” means such portion of the total square feet applicable to low-
income Units and Common Areas and used for the applicable square footage calculation in the
UniApp Program Information, Project Uses. Project Square Footage includes all building square
footage available to or serving tenants, including units, management unit(s) and offices,
Common Area, balconies, patios, storage and parking structures, and should reflect
measurement to include total building envelope from outside wall to outside wall.

“Proof of Ownership” means evidence of title or right to possession and use of the property
for the duration of the Compliance Period and any Extended Use Period plus one year, e.g., a
recorded deed or an executed lease agreement.

“Qualified Management Company” means a Management Company that meets the education
requirements specified in Appendix B, and is not disqualified by MBOH to serve as a
Management Company on existing, new or additional Tax Credit Properties or Projects, based
upon the company’s: (a) failure to complete timely any required training; (b) failure to have or
maintain any required certification; (c) record of noncompliance, or lack of cooperation in
correcting or refusal to correct noncompliance, on or with respect to any Tax Credit or other
publicly subsidized low-income housing property; or (d) delinquent MBOH late fees (unless the
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Management Company demonstrates to the satisfaction of MBOH that such noncompliance or
lack of cooperation was beyond such company’s control).

“Qualified Nonprofit Organization” or “Nonprofit” means, with respect to a Project, an
organization exempt from federal income tax under Section 501(c) (3) or (4) of the Internal
Revenue Code, which is not and during the Compliance Period will not be affiliated with or
controlled by a for-profit organization, whose exempt purposes include the fostering of low
income housing, which owns an interest in the Project, which will materially participate in the
development and operation of the Project throughout the Compliance Period, and which is not
affiliated with or controlled by a for-profit organization.

“Rehabilitation” or “Rehab” means an Acquisition/Rehabilitation or rehabilitation Project that
meets the Substantial Rehabilitation Standard..

“Related Party” means an individual or entity whose financial, family or business relationship to
the individual or entity in question permits significant influence over the other to an extent that
one or more parties might be prevented from fully pursuing its own separate interests. Related
parties include but are not limited to: (a) family members (sibling, spouse, domestic partner,
ancestor or lineal descendant); (b) a subsidiary, parent or other entity that owns or is owned by
the individual or entity; (c) an entity with common control or ownership (e.g., common officers,
directors, or shareholders or officers or directors who are family members of each other); (d) an
entity owned or controlled through ownership or control of at least a 50% interest by an
individual (the interest of the individual and individual’s family members are aggregated for such
purposes) or the entity (the interest of the entity, its principals and management are aggregated
for such purposes); and (e) an individual or entity who has been a Related Party in the last year
or who is likely to become a Related Party in the next year.

“Reservation” means the conditional setting aside by MBOH of HCs from a particular year’s
federal LIHTC allocation to the state for purposes of later Carryover Allocation (Initial Allocation)
and/or Final Allocation to a particular Project, as documented by and subject to the
requirements and conditions set forth in a written Reservation Agreement, the Applicable QAP
and federal law.

“Selection Criteria” means and includes all of the requirements, considerations,
factors, limitations, Development Evaluation Criteria, set asides, priorities and data set forth in
this QAP and all federal requirements.

“Selection Standard” means the standard for selection of Projects to receive an Award of HCs
set forth in the Award Determination subsection, i.e., the MBOH Board’s determination that one
or more Projects best meet the most pressing affordable housing needs of people within the
state of Montana as more specifically set forth in such subsection. The Selection Standard also
applies for purposes of the selection of Projects invited to submit full Applications through the
LOI process.
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“Small Rural Project” means a Project: (a) for which the submitted Tax Credit Application
requests Tax Credits in an amount up to but no more than 12.5% of the state’s Available Annual
Credit Allocation, and (b) proposed to be developed and constructed in a location that is not
within the city limits of Billings, Bozeman, Butte, Great Falls, Helena, Kalispell, or Missoula.

“Soft Costs” means the costs of professional work and fees, interim costs, financing fees and
expenses, syndication costs, soft costs and Developer’s fees as shown in the Applicant’s
properly completed UniApp, Uses of Funds. Soft Costs do not include operating or replacement
reserves.

“Soft-Cost-to-Hard-Cost Ratio” or “Soft Cost Ratio” means total Soft Costs divided by the
sum of total Hard Costs (as calculated in the UniApp) and land value (the highest value of what
is shown in a comparative market analysis, appraisal or arm’s length sale). Land value is added
regardless of whether land is donated, leased, purchased or otherwise acquired.

“Total Project Cost” means all costs shown in UniApp Uses of Funds line “Total Projects
Costs without Grant Admin” (except as provided in the Development Cost Limitations provisions
of this QAP with respect to exclusion of Community Service Facility costs). Total Project Cost
does not include grant administration costs.

“Tribal” means an application sponsored by a Tribally Designated Housing Entity (TDHE) or
other tribally sponsored entity.

“Twinned Projects” or “Twinned 4%/9% Projects” means one or more 4% Projects and one
or more 9% Projects developed and constructed on a coordinated basis by a single
Development Team where each of the included Projects is legally separate and distinct,
physically distinct (e.g., separate buildings, located on separate fee or ground lease parcels,
separate condominium units, etc.), financed, developed and constructed pursuant to separate
contracts or contract schedules, managed and maintained under separate contracts and with
separate accounting and finances, all in accordance with applicable IRS requirements, and
where the 4% and 9% Projects share access to and use of facilities, such as for parking,
Common Areas, reciprocal utility or maintenance easements or other similar items, pursuant to
recorded covenants, conditions, restrictions, agreements and/or easements providing for or
based upon a reasonable allocation of costs between the Projects in accordance with applicable
IRS requirements. This definition is intended to be descriptive rather than to establish separate
Montana requirements for such Projects, which Projects must meet all applicable IRS and other
legal requirements.

“UniApp” means the most current Uniform Application available on the MBOH website at:
https://housing.mt.gov/Multifamily-Development/Uniform-Application.

“Unit” means any residential apartment or single-family home.
“Vacancy Rate” means percentage of vacant affordable units in the Application’s market area
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REQUIREMENTS

fi' DESIGN
4 )

BASELINE PROJECT REQUIREMENTS:

All Projects must eemplyMEET or EXCEED with THE ADOPTED State of Montana Building Code
Requirements, whether or not the State of Montana building code has been adopted in the
Project’s jurisdiction.

Information herein describing the requirements_for New Construction also applies to
Acquisition/Rehabilitation_projects per the International Existing Building Code; Each requirement
applies if existing construction is being replaced or walls are being removed and remodeled.

Words and phrases used in this Design Requirements Appendix have the meaning set forth in
the IBC or applicable adopted governing code.

If a Pproject must comply with Section 504 requirements, but any item in Exhibit B exceeds that
requirement, the Project must comply with the Exhibit B requirement. In other words, the most
stringent requirement shall apply.

The developer may request a waiver or exception on any item in the Design Appendix (except
where otherwise stated);. The request must be in writing and include justifying documentation
demonstrating substantial good cause for the requested waiver or exception from the minimum
requirements. MBOH staff will consider the request and may in its discretion approve or deny the
request.
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All Design Requirements in this QAP will apply to all current Applications and Projects and to all

PProjects|awarded Credits under a QAP for 2025 or later. Commented [A27]: This will allow us to apply the most
current limitations to all projects.

PROJECT ACCESSIBILITY REQUIREMENTS:

At least 5% of Project total number of Units must be “accessible” as defined in the International
Building Code (IBC) Sestion- AND THE ADOPTED ICC A117.1 as well as the applicable adopted
governing code; even when project funding does not require section 504 compliance.

Accessible_UNITS ONLY;—type—A—orB—units—allmust: For New Construction this base
requirement is to exceed IBC and ICC requirements by defining that 5% of the overall unit
count is to be a fully accessible unit not just a Type A design. For Acg/Rehab projects if
cabinets are replaced this requirement applies.

a. Provide open area under kitchen sink, at the workspace and lavatory locations in the
accessible unit.

ALL ACCESSIBLE, TYPE A AND TYPE B UNITS MUST: For New Construction this is not
required for units not labeled as such, i.e., a standard unit in a building on a non accessible
floor does not have to comply. For Rehab projects if water closets are replaced this
requirement _applies. For Rehab projects if operable parts are not being relocated this
requirement does not apply.

a. Have water closet flush controls on the open side of the room.

b. Design all applicable described operable parts no less than 15” above the finished floor &
no greater than 48” above the finished floor, regardless of floor level.

PROJECT ADAPTABILITY REQUIREMENTS:

Blocking (reinforcement in the wall framing) is required at all bathrooms for future grab bar
installation, regardless of the location in the building._For Rehab’s if you are not opening walls to
reconstruct units, then this does not apply.

36” wide doors and cased or drywall openings intended for user passage are required at all Units
and all Common Area doors at all levels of a Project regardless of the location in the building.
The exceptions are linen, storage, clothes closets not greater than 24” deep max, and pantries
not designed for user pass through. For Rehab’s if you are not opening walls to reconstruct units,
then this does not apply.

Lever door hardware with push button locking (other than dwelling unit entry or patio/deck door
where deadbolt is allowed) required at all Units regardless of the location in the building. This
includes all types of closet doors except bi-pass doors._For Rehab’s if you are not replacing door
hardware, then this does not apply.
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TYPE B SPECIFIC REQUIREMENTS

Type “B” Units are limited to the ground floor only when there is no elevator. If an elevator is
present, then all Units on all levels accessed by the elevator are to be type “B”.

Ensure all Units labeled as a type “B” have the ability to add a strobe along with the horn to a Unit
by modifying the device if a reasonable accommodation is requested.

Removeable cabinets are required at all type “B” Units. This is to ensure the adaptability of the
kitchen in the future if a reasonable accommodation is requested. Removeable cabinets can be
achieved per the Fair Housing Act Design Manual detail graphic on how to install the base cabinet.
The countertop and sink or lavatory must remain in place and flooring and wall protection must
be present when the cabinet is removed in order to qualify as removeable. For New Construction
the locations of the removeable cabinets are the kitchen sink, the kitchen workspace and the
bathroom lavatory. For Rehab this applies only if the cabinets are being replaced.

Electrical panel: the operable parts must be at a max 48” above the finished floor in all type “B”,
“accessible” or type “A” Units per code in accordance with all applicable codes.

PROJECT VISITABLE REQUIREMENTS:

No step entry required at all building entries, patio and decks, unless project complies with site
impracticality per the International Building Code determination which must be verified by
Architect.

PROJECT LIVEABLILITY REQUIREMENTS:
WINDOWS

Egress windows are required in all bedrooms. Historic preservation projects may allow operable
windows, only if dimensionally the width and height cannot meet code. For Rehab’s egress is
required only if windows are being replaced, is feasible to achieve within the existing opening in
the wall and if allowed through the State Historic Preservation Office review.

ENERGY SAVING MEASURES

The following are required in all Units:

1) Energy star appliances: Only if New Construction or Acq/Rehab projects are providing and
or replacing they must meet this requirement. Meaning Dishwasher’s are not required but
if provided it does need to be enerqgy star certified.

o dishwasher, refrigerator/freezer, clothes washer, range hood
o energy star ceiling fans — living rooms only
o energy star bathroom exhaust fans
2) Energy conservation: For Acg/Rehab projects this applies only if replacing.
o ledLED exterior lighting
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3) Water conservation: For New Construction when providing. For Acq/Rehab projects this
applies only if replacing.
o Water flow saving devices: kitchen faucets=1.5gpm, shower heads=1.5gpm, other
faucets=1.0gpm
Water closet = 1.28 gpf
Rain sensing landscape irrigation system_or equivalent
Water efficient landscaping entire project
o On-site recycling of construction materials during construction for cardboard and
wood at a minimum.
4) On site Recycling - as a way to save energy from a waste and transportation perspective
o__On-site recycling of construction materials during construction for cardboard and
wood at a minimum. Only required if jurisdiction the project is located in offers this
service.

O O O O

HEALTHY INTERIOR ENVIRONMENT

The following healthy interior measures are required_when providing or replacing:

LOW VOC PAINTS, STAINS, ADHESIVES & SEALANTS INTERIOR ONLY

Interior paints, coatings & primers must have a VOC content less than or equal to the thresholds
provided by the most recent version of SCAQMD 1113 available at time of product specification
for all interior paints, coatings and primers.

VOC emissions verified as compliant with CDPH Standard Method for all wall finish paints.
All wallpaper used must be phthalate free.

Interior adhesives and sealants must have a VOC content less than or equal to the thresholds
provided by the most recent version of SCAQMD 1168 available at time of product specification
for all interior adhesives and sealants.

SMOKE FREE LIVING

For all Projects, the Owner (and any Management Company) must establish and implement a
written policy that prohibits smoking in the Units and the indoor Common Areas of the Project,
including a non-smoking clause in the lease for every Project Unit. The Owner (and any
Management Company) rather than MBOH will be responsible to establish, implement and
enforce such written policy and lease clause. The Owner and Management Company also must
make educational materials on tobacco treatment programs, including the phone number for the
Montana Tobacco Quit Line, available to all tenants of the Project. The Montana Tobacco Use
Prevention Program Smokefree Housing Project can provide educational materials and
smokefree signage to property owners and managers free of charge, as requested. If smoking
is allowed outside on the Project property, it is recommended that the written smoking policy

require that smoking be restricted to areas no closer than [2925\ feet from all building entrances /[ Commented [A28]: Will match federal requirement.
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and exits. The written policy must provide appropriate exceptions for bona fide cultural or
religious practices.

PASSIVE RADON SYSTEM

At minimum all Projects require a passive radon system. The developer is required to provide
compliance documentation from an accredited professional Radon Mitigation Specialist.

LEAD BASED PAINT

Must comply with HUD’s “Requirements for Notification, Evaluation and Reduction of Lead-
Based Paint Hazards in Federally Owned Residential Property and Housing Receiving Federal
Assistance,” known as the Lead Safe Housing Rule, 24 CFR Part 35. Developer must provide
MBOH with documentation from a certified professional Abatement Contractor of Project
compliance with the Lead Safe Housing Rule.

ASBESTOS

Must comply with ‘Level of Environmental’ review as outlined in HUD’s adopted policies for
Rehabilitation, and any applicable Jurisdictional Requirements.

Montana Department of Environmental Quality (DEQ) administers the following:

« National Emissions Standards for Hazardous Air Pollutants (NESHAP) 40 CFR Part 61,
subparts A (General Provisions) and M (National Emission Standard for Asbestos)

e Administrative Rules of Montana (ARM) Title 17, Chapter 74, Subchapter 3 (Asbestos
Control)

 Montana Code Annotated (MCA), Title 75, Chapter 2, Part 5 (Asbestos Control)

The most restrictive requirement applies. Developer must provide documentation from an
accredited professional Abatement Contractor Project compliance with the applicable regulations.

UNIT FUNCTIONALITY

The following are required of all Units:

1. One linen closet in a common area (not in a bedroom)
a. No greater than 24” in depth clear; minimum of 24” wide door
b. 3 shelves minimum
c. This can be combined in a Coat Closet

2. One pantry cabinet or closet
a. No greater than 24” in depth; minimum of 24” wide door_or opening

ob. 3 shelves minimum

3. Accessible common laundry for entire building which includes clothes washers & clothes
dryers, (or any combination of the following)

o
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ea. One clothes washer & one clothes dryer per every 8 Units in a Project & must be
on an accessible route_(these can be coin operated machines); or

ob. Washer and dryer hookups H-the-Project-chooses-to-provide-equipment-in_each
Unit, must construct a closet with a depth of a minimum 36” deep clear inside
(appliance specification must be verified), using a 6’-0” wide door opening for side
by side applications and where allowed by code, stackable units will use the same
depth as noted above with a 3’-0” wide door opening

DURABILITY
The following are required of all Units:

1. Flooring
Hard surfaces must be a minimum of 12 milimeter wear layer (0.3 mm). All hard surface
flooring must be floor score certified for air quality. Carpet must be a minimum of 26 ounces
(face weight). Must be green label plus certified for all carpet related flooring. No exceptions
will be considered for flooring.

2. Cabinets
Cabinets are required at a minimum to comply with Architectural Woodwork Institute
standards at the economy grade level. Must have no added formaldehyde. Must contain
cabinet fronts made from solid wood. Must have front stiles pocket-drilled and assembled with
screws for rugged durability. Side and back panels must be made from 3/8" vinyl covered
particleboard minimum.

AMENITIES ON SITE

FAMILY HOUSING

One on-site play area required. Play structure must have fall protection. One bench is required
within the play area. If another public option is available within a reasonable distance (generally
within a block) MBOH staff may in its discretion waive this this requirement. |

SENIOR HOUSING

Covered outdoor seating is required and a Common Area room for library space or seating area.

PARKING

The parking plan that is required by local code is the minimum requirement. Any type of parking
that is being charged for and is excluded from basis will not be considered.

GREEN INITIATIVES:

Developer must choose and comply with one option as a discretionary additional requirement for
the development.

afl
giifd vonTans

___—| Commented [A30]: This will effectively provide amenity but

not duplicate.




2025 QUALIFIED ALLOCATION PLAN

ENERGY CONSERVATION
CHOOSE 1 OF THE FOLLOWING 3 FOR NEW CONSTRUCTION PROJECTS

1. Building envelope components exceeding the adopted International Energy Conservation
Code (IECC); includes windows, doors, insulation values in roof and walls and crawlspace,
basement or slab on grade. Each must be 5% over the applicable IECC value.

2. Energy Star Certification per the applicable Energy Star Homes Program Revision and
Implementation Timeline (see energystar.gov)

3. Enterprise Green Communities certification per the applicable Enterprise Green Communities
Criteria based on project timeline (see greencommunitiesonline.org)

CHOOSE 1 OF THE FOLLOWING 2 FOR REHABILITATION PROJECTS

BLOWER DOOR

Owner/Developer to hire a qualified energy consultant to perform Blower Door testing and to
certify 50% of the total number of dwelling units in the existing building or buildings comply with
the adopted State of Montana IECC level of Air Changes per Hour (ACH) at the time the project
is awarded. The Developer or Builder must notify MBOH at least one week in advance of the
date and time that tests will be performed and MBOH staff must be permitted to attend and
observe such testing. Proof of such testing must be submitted to MBOH to qualify for issuance of
Form 8609(s), in the form of a report that identifies the building and the unit number on the
site. The Owner must provide that report to the Architect to remedy the findings if any occur that
do not meet the ACH or are higher than the adopted ACH. The Owner and Architect upon signing
the certification at the end of the project will be certifying that the work is completed and complies
with the ACH.

INFRARED
Owner/Developer to hire a qualified energy consultant to perform Infrared tests on 50% of the

total number of dwelling units in the existing building or buildings before and after the
construction. At the time of testing there must be a 20 degree temperature difference from
outdoors to inside the Unit. MBOH shall be notified and invited to attend one week in advance of
the tests. While you need to test 50% of the dwelling units total on the site, you also need a
representative sampling of the Common Areas as applicable to only one building on the site, ie
Community Building or Space if it is attached to an existing dwelling unit building or a Common
Laundry room if it is attached to an existing dwelling unit building. If any of the common areas are
in their own buildings they are not required to be tested. The Before and After Test Result Reports
shall be submitted to MBOH within 30 days after the tests. The reports shall indicate the imaging
and call out the finding that needs repair to ensure the envelope is properly insulated and
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sealed. The Owner must provide that report to the Architect to remedy the finding. The Owner
and Architect upon signing the certification at the end of the project will be certifying that the work
is completed and fixed.

CERTIFICATION

Upon Project completion, the architect and the Owner must each certify the Project by providing
their signature on their letterhead per the MBOH Architect Certification within the Uniform
Application that indicates all mandatory and discretionary work is completed and installed. If the
Owner has hired a third party, that party must certify.

¥ MONITORING

#28N COMPLIANCE
il

APPENDIX C: COMPLIANCE MONITORING

A. OVERVIEW

Federal law requires the Montana Board of Housing (MBOH) to monitor compliance and outline
procedures for notifying the Internal Revenue Service (IRS) of any instances of non-compliance.
The Qualified Allocation Plan (QAP) authorizes MBOH to conduct compliance monitoring and
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outlines procedures for notifying the IRS of instances of non-compliance. The following
compliance processes and requirements apply to all Projects Awarded Credits

For additional information regarding MBOH compliance requirements and procedures, see the
Montana Housing Compliance Manual (2024) (Compliance Manual), copies of which may be
obtained by contacting the Board of Housing by mail at P.O. Box 200528, Helena, MT 59620-
0528, by telephone at (406) 841-2845 or (406) 841-2838, or at the board's web

site www.housing.mt.gov.

B. MAXIMUM RENTS AND TENANT OBLIGATIONS

Rents and total tenant obligations to the landlord, including any mandatory tenant-paid items,
must be limited to the levels and items specified in (1) the Application and/or Declaration of
Restrictive Covenants, (2) the applicable HUD income and rent levels and (3) the Applicable
QAP, including the Payment Subsidy limitation below. The requirements within this section
applies to all existing projects and new projects.

A Project must adjust rents to accommodate tenants that receive subsidy through state and/or
federally assisted voucher-based programs (Voucher Holders). State and/or federally assisted
voucher-based programs include but are not limited to Housing Choice Vouchers, Veterans
Affairs Supportive Housing, Mainstream, Emergency Housing Voucher, and any other similar
iteration or program. Voucher-based programs specify the maximum allowable rent (Payment
Standard) corresponding to the voucher size of the participant based on county payment
standards. A Project must adjust the rent amount for a Voucher Holder and may not charge the
Voucher Holder rent exceeding the Payment Standard applicable to the Voucher Holder if the
Project rent amount is within the greater of 5% or $50 of the current voucher Payment Standard
applicable to the Voucher Holder. MBOH staff may grant exceptions; together with supporting
documentation that justifies a substantial financial hardship to the property the Owner or
management company seeking an exception must submit a written request for an exception.

For existing tenants, rent increases in any calendar year shall not exceed the lesser of any rent
increases permitted as a result of any increase in the Area Median Income (“AMI”) or ten
percent (10%) of the then-current rent amount. No more than one rent increase per calendar
year is allowed. Tenants must be notified 60 days in advance of any increase. For units that are
receiving rental assistance the tenant paid rent and all rent reasonableness tests will need to be
considered for the rental assistance program being used.

MBOH staff may grant exceptions to this limit as necessary to reflect actual cost increases.
Exception requests, together with supporting cost and rent documentation, must be submitted at
least ninety (90) days in advance of the desired effective date of any requested rent increase in
excess of the limit.

Rent increases (whether or not in excess of the foregoing limits) based upon the addition of any
mandatory tenant obligation (e.g., adding tenant payment of utilities where not so specified in
the Application) are also subject to MBOH approval.
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C. COMPLIANCE FEES

The compliance monitoring fee is payable annually at the time of the Owner's Submission of the
Owner’s Certificate of Continuing Program Compliance for the time period being submitted.
Refer to the Fee Schedule on the website for current fees.

A late fee will be assessed if the complete Annual Compliance Package is not received by the
deadline. Failure to submit corrections on noncompliance by the deadline set by MBOH wiill
result in an initial late fee and an additional per-week fee until all required documentation is
received by MBOH. A one-time extension may be granted if a written request is submitted to
MBOH no later than 10 days prior to the deadline. If an extension is granted and the extension
deadline passes without MBOH receipt of the complete documentation, a per-week fee will be
imposed until all required documentation is received by MBOH.

D. MANAGEMENT CHANGES

Written notification of changes to property management companies, managers, site managers,
or changes to points of contact must be submitted to MBOH prior to or immediately upon
implementation of the change. Changes not received by MBOH prior to change or immediately
upon change, or within a 15-day grace period, will result in an initial late fee and monthly late
fees thereafter until written notification is received.

A property management company must be a Qualified Management Company. Replacement of
a management company with a company that is not a Qualified Management Company or
failure to timely submit such notification to MBOH may trigger issuance of an IRS Form 8823.

E. OWNERSHIP CHANGES

Prior to a sale, transfer or exchange, the Owner must notify in writing and obtain the written
agreement of any buyer, successor or other person acquiring the Project or any interest therein
that such acquisition is subject to the requirements of the Restrictive Covenants, Section 42 and
the Applicable QAP.

The Owner shall notify MBOH of any such sale, transfer or exchange and submit the following
forms (available on MBOH'’s website) within ten business days of the closing of any such sale,
transfer or exchange:

¢ Property Change Information Form

e Purchaser Agreement

¢ Release of Information Form

The Board may void any sale, transfer or exchange of the project if the buyer, successor or
other person fails to assume in writing the requirements of the Restrictive Covenants, Section
42 of the Code and the Applicable QAP.
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The Owner must provide MBOH with at least 120 days advance written notice prior to offering or
listing any Project or Project real property for sale, assignment, transfer or exchange or entering
into any agreement for such transaction. MBOH may notify prospective buyers of any proposed
offering or listing and such prospective buyers may submit offers to Owner to purchase such
property.

The Owner shall notify MBOH within ten business days of the filing of any judicial foreclosure
action, receipt of any notice of trustee’s sale or receipt or submission of any proposal for a deed
in lieu of foreclosure with respect to any project or project property and provide MBOH with
copies of the complaint, notice of trustee’s sale or deed in lieu of foreclosure proposal, as
applicable. MBOH may notify the United States Secretary of the Treasury if it has reason to
believe that any potential foreclosure sale or deed in lieu of foreclosure is part of an
arrangement to terminate the LURA restrictions.

F. EDUCATION REQUIREMENTS

During the legislative session of 2023, the Montana Legislature passed HB 0358, titled “An act
revising property manager license laws; exempting from the property manager license
requirement owners of real estate, related owners, and entities owned by related owners;
eliminating the exemption for persons acting as managers of certain government-subsidized
housing; amending Section 37-51-602, MCA,; and providing an immediate effective date and a
retroactive applicability date.” The most significant change under HB 0358 was removal of the
exemption from licensing requirements for managers “of a housing complex for low-income
individuals subsidized either directly or indirectly by the state, any agency or political subdivision
of the state, or the government or an agency of the United States.” Prior to the passage of HB
0358, property managers of affordable housing properties were exempt from the property
management licensing requirements, but HB 0358 has eliminated this exemption. The
legislation became effective January 1, 2023, and any manager hired January 1, 2023 or later
must have ther required property manager’s license.

Qualified Management Company personnel responsible for providing or explaining information
for tenant qualification or qualifying tenants and verifying compliance must be certified in LIHTC
compliance by one of the Nationally-Recognized LIHTC Compliance Training Companies.
Personnel must attend a certification class with a Nationally-Recognized LIHTC Compliance
Training Company at least once every four years. For each of the other three years, all property
managers and property Management Company personnel are strongly encouraged to attend
annual MBOH compliance training.

The Qualified Management Company and site manager for an HC property must be trained and
certified before the property is Placed in Service. New site managers hired for existing HC
properties must be certified within six months. New property management companies hired for
existing properties must be certified before they assume management of a property. Training
requirements must be met to maintain Qualified Management Company status.
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Persons responsible for qualifying tenants and verifying compliance must also attend Fair
Housing training at least once every four years. The manager for a HC property must complete
such training before the property is Placed in Service.

Such Fair Housing training must include and cover the following subjects and requirements:
1. Protected Classes;

Accessibility requirements;

Reasonable accommodation/modification;

Applicant screening;

Disparate impact;

Domestic violence issues;

Occupancy standards;

Section 504; and

Service Animals.

© © NGO WN

In the event a management company fails to meet the certification or training requirements
MBOH will notify the management company and the Owner of such noncompliance and the
date by which such noncompliance must be corrected. If such noncompliance is not corrected
by such date, the Owner will be required to pay the applicable fees specified in the Fee
Schedule for each week that such noncompliance remains uncorrected.

G. RECORDKEEPING AND RECORD RETENTION

1. Recordkeeping: Owners must keep records for each qualified low-income building in
the Project that show for each year in the compliance period:

(i) the total number of residential rental units in the building (including the number of
bedrooms and the size in square feet of each residential rental unit);

(i) the percentage of residential rental units in the building that are low-income units;

(iii) the rent charged on each residential rental unit in the building (including any
utility allowances);

(iv)  the number of occupants in each low-income unit, but only if rent is determined
by the number of occupants in each unit under Section 42(g)(2) (as in effect
before the amendments made by the Omnibus Budget Reconciliation Act of
1989);

(v) the low-income unit vacancies in the building and information that shows when,
and to whom, the next available units were rented,;

(vi)  the annual income certification of each low-income tenant per unit (for an
exception to this requirement, see Section 42(g)(8)(B));

(vii)  documentation to support each low-income tenant’s income certification (other
than as covered by the special rule for a 100% low-income building) as
determined under Section 8 or by a public housing authority;

(viii)  the eligible basis and qualified basis of the building at the end of the first year of
the credit period; and
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(ix) the character and use of the nonresidential portion of the building included in the
building’s eligible basis under Section 42(d).

2. Record retention: Owners must retain the records described in G(1) for at least six (6)
years after the due date (with extensions) for filing the federal income tax return for that
year. The records for the first year of the credit period, however, must be retained for at
least six (6) years beyond the due date (with extensions) for filing the federal income tax
return for the last year of the compliance period of the building.

3. Inspection record retention: Owners must retain the original local health, safety, or
building code violation reports or notices that were issued by the State or local
government unit (as described in Treasury Regulation § 1.42-5 (c)(1)(vi)) for MBOH'’s
inspection under the inspection provisions of this appendix. Retention of the original
violation reports or notices is not required once MBOH reviews the violation reports or
notices and completes its inspection, unless the violation remains uncorrected.

4. Data Collection: All property Owners must submit, as part of the annual compliance
submission, operating income and cost information for the property’s latest fiscal period,
including a current balance of replacement and operating reserve accounts and, at least
annually and upon the request of MBOH, copies of the project’s most current financial
statements (may include at the board’s request profit and loss statement and balance
sheet).

H. ANNUAL COMPLIANCE SUBMISSION

The Owners Certificate of Continuing Program Compliance must be submitted annually
throughout the Extended Use Period for each property. The certificate must be signed by
the Owner and notarized.

Owners must file the annual certifications on the Form provided by MBOH. MBOH may file
an IRS Form 8823 if the Owner fails to submit an annual certification before the deadline.

A checklist of the materials required for submission follows:
* Annual Owner’s Certification

* Income/Expense Report

* Reserves Form

*  Property Contact Information Form

* HC/Fair Housing Certifications

* Tenant Recertification

» Paying compliance fees

These materials must be submitted to MBOH by the deadline for the property’s annual
reporting period. Management company policy will outline which staff members are
responsible for each of the tasks.

The Owners Certificate of Continuing Program Compliance, Tenant Income Certifications
(TIC) and other Annual Compliance package items must be submitted on or before the 25th
of the month following the assigned annual period. Federal regulations stipulate there must
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be no more than 12 months between certifications.

I. CERTIFICATION AND REVIEW

1. Certification: Owners must certify at least annually to MBOH that, for the preceding
twelve (12) month period:

(i) the Project met the requirements of the 20-50 test under Section 42(g)(1)(A), the
40-60 test under Section 42(g)(1)(B), whichever is applicable to the Project (see
Section 42(g)(1)(C) if Average Income is selected as the minimum set-aside on
IRS Form 8609);

(ii) there was no change in the applicable fraction (as defined in Section 42(c)(1)(B))
of any building in the Project, or that there was a change, and a description of the
change;

(iii) the Owner has received an annual income certification from each low-income
tenant, and documentation to support that certification consistent with Treasury
Regulation § 1.42-5(b)(1)(vii) (other than as covered by the special rule for a one
hundred percent (100%) low-income building);

(iv) each low-income Unit in the Project was rent-restricted under Section 42(g)(2);

(v) all Units in the Project were for use by the general public, including the
requirement that no finding of discrimination under the Fair Housing Act occurred
for the Project (meaning an adverse final decision by HUD or a substantially
equivalent state or local fair housing agency or MBOH, or an adverse judgment
from a federal court);

(vi) the buildings and low-income Units in the Project were suitable for occupancy,
taking into account local health, safety, and building codes and inspection
standards specified in subsection J, and the State or local government unit
responsible for making local health, safety, or building code inspections did not
issue a violation report for any building or low-income Unit in the Project (Owner
must attach any violation report or notice to its annual certification and state
whether the violation has been corrected);

(vii)  there was no change in the eligible basis (as defined in Section 42(d)) of any
building in the Project, or if there was a change, the nature of the change;

(viii)  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;

(ix) if a low-income Unit in the building became vacant during the year, that
reasonable attempts were or are being 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;

(x) if the income of tenants of a low-income Unit in the Project increased above the
limit allowed in Section 42(g)(2)(D)(ii), the next available Unit of comparable or
smaller size in the Project was or will be rented to tenants having a qualifying
income; and

(xi) an extended low-income housing commitment as described in Section 42(h)(6)

gl vorrana s



2025 QUALIFIED ALLOCATION PLAN

was in effect, including the requirement under Section 42(h)(6)(B)(iv) that an
Owner cannot refuse to lease a Unit in the Project to an applicant because the
applicant holds a voucher or certificate of eligibility under Section 8 of the United
States Housing Act of 1937;

(xii)  all low-income units in the project were used on a non-transient basis (except for
transitional housing for the homeless provided under Section 42(i)(3)(B)(iii) or
single-room-occupancy units rented on a month-by-month basis under
Section 42(i)(3)(B)(iv));

(xiii)  no tenants in low-income Units were evicted or had their tenancies terminated
other than for good cause and no tenants had an increase in the gross rent with
respect to a low- income Unit not otherwise permitted under Section 42;

(xiv)  the Project complied with the Violence Against Women Reauthorization Act of
2013 and tenant protections were incorporated into the lease forms, tenant
selection plans, and policies related to Unit transfers;

(xv)  the Owner meets the requirements of the nonprofit set-aside if the Project was
allocated as such; and

(xvi)  no unauthorized changes in ownership or management agent(s) have occurred.

2. Review and Inspection: MBOH must perform the following reviews and inspections:

(i) MBOH will review the certifications submitted under Subsections H and | for
compliance with the requirements of Section 42. MBOH may review the low-
income certifications at its discretion.

(ii) With respect to each tax credit Project, MBOH will conduct on-site inspections
and review low-income certifications (including documentation to support the low-
income certifications and the rent records for the tenants).

(i) On-site inspections conducted by MBOH must satisfy both the requirements of
Treasury Regulation § 1.42-5(d) and the requirements of subsections (iii)(A)
through (D) below. The low-Income certification review conducted by MBOH
must satisfy the requirements of subsections (iii)(A) through (D) below.

(A) Timing. MBOH must conduct on-site inspections of all buildings in the
low- income housing Project and must review low-income certifications of
the low-income housing Project:

(1) By the end of the second calendar year following the year the last
building in the low-income housing Project is placed in service; and
(2) At least once every 3 years thereafter.

(B) Number of low-income units. MBOH must conduct on-site inspections and
low- income certification review of not fewer than the lesser of:

(1) 20% of the low-income Units in the low-income housing Project
rounded up to the nearest whole number of Units: or

(2) the minimum number of low-income Units in the low-income housing
Project set forth in the following table:

Units in Property Sample Size 22-24 14
1 1 25-27 15
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2 2 28-30 16

3 3 31-35 17

4 4 36-39 18

5 5 40-45 19
6-7 6 46-51 20
8 7 52-59 21
9-10 8 60-67 22
11-12 9 68-78 23
13-14 10 79-92 24
15-16 11 93-110 25
17-18 12 111-120 26
19-21 13 121-166 27

(©) Selection of low-income Units for inspection and low-income certifications
for review:

(1) Random Selection. MBOH will randomly select low-income Units and
tenant records to be inspected and reviewed. MBOH generally will not
select the same low-income Units of a low-income housing Project for
on-site inspection and low-income certification review, because doing
so would give prohibited advanced notice. MBOH may choose a
different number of Units for on-site inspections and for low-
income certification review, provided it chooses at least the
minimum number of low-income Units in each case. MBOH must
select the units for inspections and for low-income certification
separately and in a random manner.

(2) Advance notification limited to reasonable notice. MBOH must select
the low-income Units to inspect and low-income certifications to
review in a manner that does not give advance notice that a particular
low-income Unit (or low-income certifications for a particular low-
income Unit) will or will not be inspected (or reviewed) for a particular
year. MBOH may notify the Owner of the low-income Units for on-site
inspection only on the day of inspection. However, MBOH may give
an Owner reasonable notice that an inspection of the Project and of
not-yet-identified low-income Units or review of low-income
certifications will occur. The notice serves to enable the Owner to
assemble needed documentation for low-income certifications for
review and to notify tenants of the possibility of physical inspection of
their Units.

(3) Meaning of reasonable notice. For purposes of subsection C(2),
reasonable notice is generally no more than 15 days. The notice
period begins on the date MBOH informs the Owner that an on-site
inspection of a Project and low-income Units or low-income
certification review will occur. Notice of more than 15 days, however,
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3.

may be reasonable in extraordinary circumstances that are beyond
MBOH's control and that prevent MBOH from carrying out within 15
days an on-site inspection or low-income certification review.
Extraordinary circumstances include, but are not limited to, natural
disasters and severe weather conditions. In the event of extraordinary
circumstances that result in a reasonable-notice period longer than 15
days, MBOH must select the relevant Units and conduct the same-
day on-site inspection or low-income certification review as soon as
practicable.

(4) Applicability of reasonable notice limitation when the same units are
chosen for inspection and file review. If MBOH chooses to select the
same units for on-site inspections and low-income certification review,
MBOH may complete both the inspections and review before the end
of the day on which the units are selected.

Frequency and form of certification: The certifications and reviews required by this
subsection will be made annually covering each year of the fifteen (15) year compliance
period and pthe project’s extended use period. The Owner certifications will be made
under penalty of perjury.

J. INSPECTIONS

1.

In general: MBOH has the right to perform an on-site inspection of any tax credit Project

at least through the end of the extended use period.

(i) Inspection standard: For the on-site inspections of buildings and low-income
Units required by this appendix, MBOH will review any local health, safety, or
building code violations reports or notices retained by the Owner in order to
determine whether the buildings and units satisfy, as determined by MBOH, the
uniform physical condition standards for public housing established by HUD (24
CFR 5.703) (as effective January 1, 2001) or the National Standards for the
Physical Inspection of Real Estate (NSPIRE) if adopted by the IRS for purposes
of the low-income housing tax credit program.

The HUD physical condition standards do not supersede or preempt local health, safety, and
building codes. A tax credit project under Section 42 must continue to satisfy these codes. MBOH
will report any violation of these codes to the IRS.

K. NOTIFICATION OF NONCOMPLIANCE

1.

2.

In general: MBOH will give the notice described in subsection K(2) to the Owner of a tax
credit Project and the notice described in subsection K(3) to the IRS.

Notice to Owner: MBOH will provide prompt written notice to the Owner of a tax credit
Project if MBOH does not receive the certification described in subsection 1(1), or does not
receive or is not permitted to inspect the tenant income certifications, supporting
documentation, and rent records described in subsection [(2)(ii), or discovers by
inspection, review, or in some other manner, that the project is not in compliance with the
provisions of Section 42. If the project is within the compliance period (first 15 years of
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affordability period), the Owner will receive notice from MBOH of any filing of IRS Form
8823 for non-compliance.

3. Notice to Internal Revenue Service:

(i) In general: During the project’s compliance period, MBOH will file IRS Form
8823, “Low-Income Housing Credit Agencies Report of Noncompliance,” with the
IRS no later than 45 days after the end of the correction period (as described in
subsection K(4), including extensions permitted under that paragraph) and no
earlier than the end of the correction period, whether or not the noncompliance or
failure to certify is corrected. MBOH will explain on IRS Form 8823 the nature of
the noncompliance or failure to certify and indicate whether the Owner has
corrected the noncompliance or failure to certify. Any change in either the
applicable fraction or eligible basis under subsection I(1)(ii) and I(1)(vii)
respectively, that results in a decrease in the qualified basis of the project under
Section 42(c)(1)(A) is noncompliance that will be reported to the IRS under
subsection K(3). If the noncompliance or failure to certify is corrected within three
(3) years after the end of the correction period, MBOH will file IRS Form 8823
with the IRS reporting the correction of the noncompliance or failure to certify.

(ii) MBOH retention of records: MBOH will retain records of noncompliance or failure
to certify for six (6) years beyond MBOH'’s filing of the respective IRS Form 8823.
In all other cases, MBOH will retain the certifications and records described in
subsection | for three (3) years from the end of the calendar year MBOH receives
the certifications and records.

4. Correction period: The Owner must supply any missing certifications and bring the
project into compliance with the provisions of Section 42 within 30 days after the date of
the MBOH notice to Owner provided under subsection K(2). MBOH may extend the
correction period for up to six (6) months for good cause.
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APPENDIX D: LEGAL/TECHNICAL REQUIREMENTS AND
DISQUALIFICATION

[EX PARTE COMMUNICATIONS|

All interested persons should review the MBOH Ex Parte Communication Policy, available on
the MBOH website.

Both MBOH Board members and public stakeholders have a responsibility tosheuld refrain from
ex parte communications with-interested-persons-or-parties—ortheirrepresentatives—who-may
be-affected-by-regarding certainany matters on which the Boardmembers may take eofficial
Beard-action. Ex parte communications aremay-inelude communications in any form between a
Board member and a public stakeholder other than in the course and on the record ofthattake
place-eutside a duly noticed public meeting-er-hearing of the Board_regarding certain matters on
the Board’s aqenda or that will requwe later Board actlon—Felate—te-a—matter—eF}—WMGh—the—BeaFd

If a Board member is-unable-te-aveidreceives or participates in such communications, the

member will be required to disclose on the record at a public Board meeting-ef-the-Beard the full
content of such communication and the identity of the person making the communication. Thetn
addition-the Board may also impose additional remedial measures to avoid unfair advantage, or
the perception of unfair advantage, or to cure any prejudice to other interested parties, including
disqualification of the Board member may-be-disqualified-from participating in Board discussion
and action on the matter, or, if the applicant or requestor committed, or failed to take reasonable
action to avoid, the ex parte communication, denial or rejection of the application or request.
Avoidance of ex parte communications is preferred over disclosure, as suchSuch
communications may alse-subject the Board to challenge regarding its action on the matter.

While the foregoing rules do not apply to all Board matters, Housing Credit letter of intent project
selections and credit awards, and other requests and approvals under this QAP that require
Board action (e.q., waiver requests and credit refresh requests), are expressly subject to these
exEx parte communications_rules and failure to observe them may lead to adverse
consequences for appllcants or other mterested partlesde—net—meludeeemmmeahens
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The foregoing statement is provided as general information. Ex parte communications are
addressed in further detail and governed by the MBOH Ex Parte Communication Policy,
available on the MBOH website.

DISCLAIMER

MBOH is charged with allocating no more Heusieng-Housing Credits to any given project than is
required to make that project economically feasible. This decision shall be made solely at the
discretion of MBOH, but in no way represents or warrants to any Applicant, investor, lender, or
others that the project is feasible or viable.

MBOH reviews documents submitted in connection with this QAP for its own purposes. In
allocation of Housing Credits, MBOH makes no representations to the Owner or anyone else
regarding adherence to the Internal Revenue Code, Treasury regulations, or any other laws or
regulations governing Housing Credits.

No member, officer, agent, or employee of MBOH shall be personally liable concerning any
matters arising out of, or in relation to, allocation of Housing Credits.

If MBOH determines that an Applicant or any member of the Development Team has
intentionally submitted false information, MBOH may withdraw an Award or recapture Credits.

MBOH POLICY ON CIVIL RIGHTS COMPLIANCE

The Owner, Developer, borrowers and any of their employees, agents, or sub-contractors, in
doing business with the Montana Board of Housing understand and agree that it is the
responsibility of the Owner(s) and such other persons and entities to comply with all applicable
Federal Civil Rights laws and regulations, including without limitation applicable provisions of
the Fair Housing Laws and Americans With Disabilities Act, and any applicable State and local
Civil Rights Laws and regulations. Should requirements, such as design, not be specified by
MBOH, it is nonetheless the Owner(s) responsibility to be aware of and comply with all
applicable non-discrimination provisions related to any protected class under Federal or
Montana law, including design requirements for construction or Rehabilitation, Equal
Opportunity in regard to marketing and tenant selection and reasonable accommodation and
modification for those tenants covered under the Laws.

DISQUALIFICATION

If an entity or individual participating in a Project as a member of the Development Team
identified in an Application has a demonstrated poor track record or demonstrated past
management weaknesses with respect to affordable housing developments in Montana or in
another state, or has failed in the past to respond timely to an MBOH letter of inquiry with
respect to a Project, MBOH may disqualify such entity or individual for up to five years and/or
any Application(s) in which they are listed.
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PROVIDING NOTICE

MBOH will provide written notice within thirty (30) days of MBOH learning of any event that will
result in a disqualification. If MBOH learns of the event after Application submission and prior to
the MBOH Board’s Award meeting, MBOH will provide written notice to the Applicant within five
(5) business days. The written notice must describe the event giving rise to the disqualification
and specify the Development Team member or members affected. If MBOH has learned of the
event after Application submission and prior to the MBOH Board’s Award meeting, the notice
must be provided to the Applicant and affected members of the Development Team and inform
such persons or entities that they may respond in writing to MBOH within five (5) business days
of the date of the notice or, if earlier, by 3 days prior to the MBOH Board’s Award meeting. If
MBOH learns of the event outside the period from Application submission to MBOH Board
Award meeting, the notice must be provided to the particular Development Team member
affected and inform such Development Team member that they may respond in writing to
MBOH within thirty (30) days of the date of the notice.

DEMONSTRATED POOR TRACK RECORD

For purposes of determining a participant’s track record, MBOH may contact or otherwise
receive and rely upon information from community officials, Development Team or Development
Team member references, Credit bureaus, other local, state or federal agencies, including Tax
Credit administering agencies, local health authorities, Public Housing Authorities and other
agencies administering housing subsidy programs, including Montana Department of
Commerce, and any other sources as MBOH deems appropriate.

DEMONSTRATED MANAGEMENT WEAKNESSES

MBOH may disqualify Development Team members for any of the following:

¢ Has not followed-through on the development of a Project from Application to rent-up and
operation;

e Has not complied with MBOH submission, compliance or other requirements applicable
during Project development, construction and Extended Use Period;

e Has not maintained a Project to Section 42 or other program standards;

e Has or had numerous or outstanding substantial non-compliance issues or IRS 8823s;

e Has not completed required training in a certified compliance training program;

e Has not completed required management compliance retraining at least every four years;

e Has requested income targeting changes that are not supported by unanticipated hardship;

e For Projects Awarded Credits for 2018 or later years, has a debt coverage ratio at 10% Cost
Certification or final allocation that has changed significantly from the debt coverage ratio as
underwritten by MBOH at Application;

¢ Has requested additional Credits more than once;

¢ Has failed to comply with the Substantial Change requirements;

e Has significantly diminished the quality and long term viability of a previous Project by
lowering costs below a reasonable level,

e Has delinquent late fees due and payable to MBOH,;
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¢ Has intentionally provided false information to MBOH in connection with an Application,
Project or any related Board inquiry or process;

¢ Has been a member of the Development Team for a prior Project that exceeded maximum
Hard Cost Per Unit or Total Project Cost Per Unit at Final Cost Certification; or

e Has been a member of the Development Team for a prior Project Awarded Credits from
2018 or later years that exceeded the applicable maximum Soft Cost Ratio at Final Cost
Certification.

CONSIDERATIONS

MBOH will consider the following factors in determining whether to disqualify:

e The nature and seriousness of the incident(s);

e The frequency of such incidents;

e The incidents were or were not within the control of the individual or entity;

e The degree and timeliness to and with which the entity or individual responded to correction
and educational efforts;

e The responsiveness of the individual or entity in responding timely to fees, penalties and
other sanctions imposed;

e The cost or financial harm caused to the Project, the Tax Credit agency or third parties;

e The nature and extent of inconvenience and harm caused to Project tenants;

e The nature and extent of damage or expense caused to Project property;

e The extent to which the Project as completed failed to comply with the Project as
represented in the Application or in approved Project changes;

e The extent to which the incident would have affected scoring of the Project Application or an
Award of Credits if known as the time or meeting mandatory QAP requirements;

e The extent to which completion of a Project that received an Award of Credits was
substantially delayed or prevented;

e The extent to which Credits that were Awarded were recaptured;

e The extent to which unreasonable or excessive fees, profits or other improper remuneration
was derived improperly from a Credit Award or Project; and

e The presence of any other relevant factors or considerations.
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The Department of Commerce will make reasonable accommodations for
persons with disabilities or persons with limited English proficiency who wish to
patrticipate in this process and need an alternative accessible format of the
presentation materials or translation services.

El Departamento de Comercio hara adaptaciones razonables para las personas
con discapacidades o personas con domino limitado del inglés que deseen
participar en este proceso y necesiten un formato accessible alternativo de

materiales de presentacion o servicios de traduccion.



2025-2029 Consolidated Plan
Statewide Planning

The State of Montana, through the Departments of
Commerce and Public Health & Human Services, is
developing a 5-year plan to guide policy and investment
for housing, economic, and other community

- development projects.

This 5-year plan, also known as the “Consolidated
Plan for Housing and Community Development,” is
required by the U.S. Department of Housing and Urban
Development to assess Montana’s needs and current
conditions, as well as to determine priorities and

@ allocate HUD funding.
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2025-2029 Consolidated Plan
Statewide Planning

In conjunction with the Consolidated Plan, Montana
has developed an Equity Plan to affirmatively
furthering fair housing.
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2025-2029 Consolidated Plan
Equity Plan
- Equity Plan for Affirmatively Furthering Fair

Housing
« Under a HUD Proposed Rule, Montana will develop an

Equity Plan every five years that will serve the purpose
of assessing fair housing issues and their underlying
causes, as well as setting fair housing goals and
outllnlng strategies for achieving equity in housing,
Increasing access to community assets, and
broadening economic opportunities.

The mandate to affirmatively further fair housing
requires proactive and meaningful action to overcome
patterns of segregation, promote fair housing choice,
eliminate disparities in opportunities, and foster
inclusive communities free from discrimination.



2025-2029 Consolidated Plan
Public Participation

* Focus groups

* May to July 2024
* Public hearings
- April 3, 2024

* June 20, 2024

« Sept. 10, 2024

« 2024 Surveys

» Housing and Community Needs (March to April 2024)
 Fair Housing (May 2024)

* Documents
* Formal reviews with public comment periods

See website for current information.
commerce.mt.gov/Consolidated-Plan/Updates



https://commerce.mt.gov/Consolidated-Plan/Updates

2025-2029 Consolidated Plan
Objectives

* The objectives of Montana's Consolidated Plan
include:

* Provide decent housing
* Provide a suitable living environment
» Expand economic opportunities




2025-2029 Consolidated Plan

Goals

* The goals of Montana’s current Consolidated
Plan are:

* Goal 1 — Preserve and Construct Affordable

Housing
- . Goal 2 — Plan for Communities
* Goal 3 — Improve and Sustain Public
Infrastructure
» Goal 4 — Revitalize Local Economies
* Goal 5 — Reduce Homelessness
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2025-2029 Consolidated Plan
Programs

« Community Development Block Grant

» Housing (Rental Rehabilitation, Single Family Rehabilitation) /
Public and Community Facilities / Economic Development /
Planning

-  HOME Investment Partnerships Program

* Rental Development / Single Family Development / Rental
Rehabilitation / Homebuyer Assistance

* Housing Trust Fund
* Rental Development / Rental Rehabilitation

- Emergency Solutions Grant

 Street Outreach / Emergency Shelter / Homelessness
Prevention / Rapid Re-housing
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2025-2029 Consolidated Plan
Planning Process

* Analyze quantitative and qualitative data
regarding need

- Engage the public, agencies, and
stakeholders to get input about need

* |dentify priority needs

* Develop a strategy in response to identified
needs

* Direct funding to strategies




2025-2029 Consolidated Plan
Documents

* Five-Year Consolidated Plan for Housing and
Community Development

« Consolidated Plans are strategic plans prepared every five years
that guide housing and community investments

-  Annual Action Plan

* AAPs are prepared each year of the Consolidated Plan and
outline specific activities, goals, and objectives for the given
program year

 Consolidated Annual Performance and Evaluation
Report

- CAPERSs are annual reports that detail use of funds and progress
towards meeting goals and objectives for AAPs
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2025-2029 Consolidated Plan
Equity Plan Development

* Fair Housing Analysis
* Demographics
« Segregation and integration
« Racially or ethnically concentrated areas of poverty
* Access to community assets
» Access to affordable housing opportunities
* Access to homeownership and economic opportunity
* Local and state policies and practices impacting fair housing

* Fair Housing Issues
* ldentify issues with data and local knowledge
* Prioritize issues based on data collected and public input

» Fair Housing Strategies and Goals
+ Commit to taking responsive actions to address fair housing issues




2025-2029 Consolidated Plan
Equity Plan Development (cont'd
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2025-2029 Consolidated Plan

Equity Plan Development (cont'd)
Data — R/IECAPs

@ Racially/Ethnically Concentrated Areas of Poverty
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2025-2029 Consolidated Plan
Equity Plan Development (cont'd)

Data — Access to Opportunities

Access to Opportunity
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2025-2029 Consolidated Plan
Equity Plan Development (cont'd)

Fair Housing Issues

Issue 1:

Barriers for American Indian Households to Access Housing and
Community Assets

1.1: Disproportionately Less Access to Mortgages for American Indian Applicants
1.2: Disproportionately Higher Rates of Poverty for American Indians
1.3: Lower Levels of Access to Community Assets for American Indians

1.4: RIECAPs Occur in Communities with American Indian Poverty

Issue 2:
Barriers for Low-Income Households to Access Housing

« 2.1: Higher Rates of Cost Burden for Low-Income Households

Issue 3:
Barriers for Renter Households to Access Housing

« 3.1: Renter Households Face Higher Rates of Cost Burdens Statewide



2025-2029 Consolidated Plan
Equity Plan Development (cont'd)

Fair Housing Issues

Issue 4:
Barriers for Seniors and Households with Disabilities to Access
Housing

* 4.1 Senior Households and Households with Disabilities Face Increased Levels of Housing Need
Statewide

Issue 5:

Barriers to Providing Adequate Community Support
« 5.1: Lack of Resources

« 5.2: Lack of Federal-Level Data

« 5.3: Lack of Fair Housing Knowledge

* 5.4: Institutional Barriers

« b5.5: State and Local Barriers



2025-2029 Consolidated Plan
Equity Plan Development (cont'd)

Fair Housing Goals

Goal 1:
Expand Fair Housing Outreach and Education

Issues: 5.3 Lack of Fair Housing Knowledge, 5.5 State and Local Barriers

Metrics and Milestones:
« Distribute the Fair Housing Equity Plan to stakeholders strategically and broadly

+ Partner with Montana Fair Housing to distribute and, if needed, collaborate to develop educational
materials about fair housing rights and resources

« Share the Fair Housing Equity Plan with stakeholders, including advocates and legislators, during
the 2025 Legislative Session



2025-2029 Consolidated Plan
Equity Plan Development (cont'd)

Fair Housing Goals

Goal 2:
Increase Fair Housing Coordination

Applicants, 1.2: Disproportionately Higher Rates of Poverty for American Indians, 1.3:
Lower Levels of Access to Community Assets for American Indians, 1.4: R/IECAPs
Occur in Communities with American Indian Poverty, 2.1: Higher Rates of Cost Burden
for Low-Income Households, 3.1: Renter Households Face Higher Rates of Cost
Burdens Statewide, 4.1: Senior Households and Households with Disabilities Face
Increased Levels of Housing Need Statewide, 5.1: Lack of Resources, 5.4: Institutional
Barriers, 5.5: State and Local Barriers

- Issues: 1.1: Disproportionately Less Access to Mortgages for American Indian

Metrics and Milestones:

Convene an interagency work group to assess equity needs and opportunities across the state;
examine poverty strategy and identify underutilized or new resources for housing and community

: development
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2025-2029 Consolidated Plan
Equity Plan Development (cont'd)

Fair Housing Goals

Goal 3:
Reduce Barriers for Native American Households and

Communities

- Issues: 1.1: Disproportionately Less Access to Mortgages for American Indian Applicants,
1.4: RIECAPs Occur in Communities with American Indian Poverty, 5.2 Lack of Federal-

Level Data

Metrics and Milestones:
« Continue to partner with NeighborWorks Montana to support homebuyer education
* Continue to participate in the Montana Native Homeownership Coalition
Provide targeted technical assistance to service providers and developers in R/ECAPs

« Continue to call attention to existing information gaps at the federal level and continue to engage
with federal partners to share new resources as they become available

)
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2025-2029 Consolidated Plan
Equity Plan Development (cont'd)

Fair Housing Goals

Goal 4:
Support Housing and Community Development for Priority
Areas and Populations

Issues: 1.3: Lower Levels of Access to Community Assets for American Indians, 1.4:
R/ECAPs Occur in Communities with American Indian Poverty, 4.1: Senior Households
and Households with Disabilities Face Increased Levels of Housing Need Statewide

Metrics and Milestones:

* Prioritize funding for housing and community development that benefits disproportionately impacted
or otherwise underserved populations and serves areas that are under-resourced or have high rates
of poverty



2025-2029 Consolidated Plan
Equity Plan Development (cont'd)

Fair Housing Goals

Goal 5:
Build the Capacity of Partners and Developers of Housing
and Community Assets

Issues: 5.1: Lack of Resources, 5.4 Institutional Barriers, 5.5: State and Local Barriers

Metrics and Milestones:
« Create toolkits in support of housing and community development projects
« Continue to provide support broadly via the Community Technical Assistance Program



2025-2029 Consolidated Plan
Equity Plan Development (cont'd)

Fair Housing Goals

Goal 6:
Carryout Governor’s Housing Task Force Recommendations

Issues: 5.5: State and Local Barriers

Metrics and Milestones:

« Continue to engage with the Governor’'s Housing Task Force and assist to carryout recommendations
to increase the supply of affordable and attainable housing for Montanans



2025-2029 Consolidated Plan
Equity Plan Adoption and Evaluation

» The Equity Plan was submitted to HUD September 2024 and is
undergoing HUD’s 60-day public review period.

« After HUD accepts Montana’s Equity Plan, it will be published on
Commerce’s website, and its fair housing goals and strategies will
- be incorporated into the State’s 2025-2029 Consolidated Plan and
associated Annual Action Plans.

* Progress evaluations for the Equity Plan will be required
annually after the Equity Plan is adopted.

 Before submitting its Annual Progress Evaluations for the Equity
Plan to HUD, the State will make available to interested parties
the proposed evaluation for a comment period of no less than 15
calendar days.
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2025-2029 Consolidated Plan
Needs Assessment

* The Needs Assessment of the Consolidated Plan describes
Montana’s socioeconomic characteristics, including population,

race and ethnicity, disability, poverty, and unemployment rates
with respect to housing needs.

» Data sources include but are not limited to the U.S. Census
Bureau and HUD.




2025-2029 Consolidated Plan
Needs Assessment (cont'd)

* Montana has a population of 1,122,867 with 464,072 households
(2022 1-year ACS estimates).

» This represents a 6.9% population increase and a 9.7% household
increase since 2017.

* From 2017 to 2022, Montana’s housing supply (total housing
units) increased by 3.7%. Combined with household change, this
suggests Montana has a housing deficit of just over 22,000 units.




2025-2029 Consolidated Plan
Needs Assessment (cont'd)

* Montana’s median household income for 2022 is $67,631, a 5.8%
increase over 2017 after adjusting for inflation.

¢ In 2022, Montana’s median home value was $366,400 and
median monthly gross rent was $1,005. After controlling for
inflation, these two estimates of housing costs have grown by
32.3% and 10.6% respectively since 2017.

The ratio between home costs and median household income
reveals a trending decrease in housing affordability.
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2025-2029 Consolidated Plan
Needs Assessment (cont'd)

Housing Problems

« Overcrowding (more than 1.0 person/room or, in cases of severe
overcrowding, more than 1.5 persons/room),

 Lack of complete plumbing or kitchen facilities, and

- * Cost burden (more than 30% of income goes to housing or, in cases
of severe cost burden, more than 50% of income goes to housing).

What do we know about housing problems in Montana?

= Hispanic households at 30-80% AMI experience housing
problems at a disproportionate rate.

= Being cost burdened is the most common housing problem
residents face, and this burden falls most heavily on households
that rent and have low incomes.

@ Per 2016-2020 ACS data, in 2020 close to 30% of residents paid more
than 30% of their income on housing.

UUUUUUUUUUUU
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2025-2029 Consolidated Plan
Needs Assessment (cont'd)

Homelessness

« 2023 Point in Time “PIT” survey counted 2,178 individuals that
lacked fixed, regular, and adequate nighttime residence.

* This figure represents a 23% increase since last count. It is the
- highest number of people recorded as experiencing
homelessness since the survey began in 2005.

Number of People Experiencing Homelessness

Montana 2018 2019 2020 2021 2022 2023
Sheltered 1,032 1,012 1,085 1,168 1,292 1,683
Unsheltered 373 345 460 633 293 495

Total 1,405 1,357 1,545 1,801 1,585 2,178

Data Source: HUD COC PIT State of Montana

)
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2025-2029 Consolidated Plan
Needs Assessment (cont'd)

Homelessness (cont'd)

* Of those who received services, about 20% were considered
chronically homeless.

* The length of time individuals and families are experiencing
homelessness has increased with 93 average bed nights in 2022
and 160 bed nights in 2023.

* American Indian and Alaskan Native households are
disproportionately represented in the homeless population.

Research indicates that every $100 increase in median rent is
associated with a 9% increase in homelessness.




2025-2029 Consolidated Plan
Needs Assessment (cont'd)

Special Needs Populations

Commerce prioritizes housing and community development
activities that benefit groups with special needs.

Elderly and frail elderly

Persons with mental, physical, and developmental disabilities
Survivors of domestic violence

Persons with HIV/AIDS and their families

Persons experiencing substance use disorders

Public housing residents

Veterans

Persons experiencing homelessness

Youth exiting foster care



2025-2029 Consolidated Plan
Needs Assessment (cont'd)

Non-Housing Community Development Needs

The 2024 Montana Housing and Community Needs Survey had 410

respondents. The highest-ranked community development need

based on survey responses was youth and childcare centers,
- followed by residential treatment centers and community centers.

Youth and childcare centers
Residential treatment centers

Community centers

Parks and recreation areas
Increased ADA access to public buildings
Healthcare centers

Senior centers
Other
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2025-2029 Consolidated Plan
Needs Assessment (cont'd)

Non-Housing Community Development Needs (cont'd)

* The Housing and Community Needs Survey asked participants
which public improvements were needed. Most respondents cited
updated infrastructure as a public improvement need. New or

- updated public facilities was also commonly cited.

In your opinion, what types of public improvements are needed?

Updated Increased broadband Investment in New or updated Other

infrastructure (such access economic public facilities (such
as roads, water, and development as
sewer, etc.)
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2025-2029 Consolidated Plan
Needs Assessment (cont'd)

Non-Housing Community Development Needs (cont'd)

* The Housing and Community Needs Survey asked participants to
rate needs for various public services. The top-rated need was for
health and mental health services with 69% of respondents

- selecting the category.

What public service needs do you see in your community?
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2025-2029 Consolidated Plan
Market Analysis

The Market Analysis of the Consolidated Plan examines Montana’s
housing market, providing information about supply and demand,
permitting, assistance programs, condition of housing structures,
and public policies affecting housing investment.




2025-2029 Consolidated Plan
Market Analysis (cont'd

During the past 10 years, parcel development has most commonly occurred on the
fringes of major cities such as Billings, Bozeman, Missoula, and Kalispell.
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2025-2029 Consolidated Plan
Market Analysis (cont'd)
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2025-2029 Consolidated Plan
Market Analysis (cont'd)

From 2019 to 2021, Montana’s potential development of total units increased,
along with its potential development of multifamily units. Permitting peaked in 2021
and has since dropped off.

Total units  ==@==Single family units  ==@==Multifamily units
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2025-2029 Consolidated Plan
Market Analysis (cont'd)

Housing shortages have been persistent since 2020. These shortages have
resulted in increased housing prices and asking rents locally and nationally.

#==SA Housing Price Index —@==|\ontana Housing Price Index
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2025-2029 Consolidated Plan
Market Analysis (cont'd)

2022 Median Contract Rent Median Contract Rent
2018-2022 Median Contract Rent Cost for Renter 99 - 500
Occupied Households in the State of Montana = $765 501 - 600

601 - 765

Statewide 766 - 1,100
—— Interstate Median 1,101 - 2,664

EQUAL HOUSING ] County Boundary .
OPPORTUNITY No Data

Data Source: 2022 Five-Year ACS Census Tract Boundary




2025-2029 Consolidated Plan
Market Analysis (cont'd

2022 Median Home Values Median Home Values
2018-2022 Median Home Values for Owner-Occupied $39,600 - 200,000

Households in the State of Montana = $289,850 $200,001 - 290,000
Statewide $290,001 - 400,000
Median $400,001 - 500,000
—— Interstate $500,001 - 924,200
[ County Boundary . No Data
Data Source; 2022 Five-Year ACS Census Tract Boundary
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2025-2029 Consolidated Plan
Market Analysis (cont'd)

 Highlights of the analysis:

- Affordable housing is inadequate and difficult to develop in both large and small communities.
Housing deficits have been reported in Montana every year since 2018.

High demand is demonstrated in the state’s low vacancy rates.
Homeowner vacancy 0.8% (2023 U.S. Census Bureau Housing Vacancy Survey)

- * Rental vacancy 4.5% (2023 U.S. Census Bureau Housing Vacancy Survey)

+ Existing housing stock is aging and in need of repair.
* Low-income residents are being priced out of housing markets across the state.

«  Waves of migration into Montana have contributed to new market conditions (Montana ranked
5t in the nation for population growth according to 2023 estimates).

* Due to Montana’s rural nature, most development in Montana is new development.

» Most of Montana’s supply (~70%) is single family, and this type of housing unit saw significant
growth between 2017 and 2022.

« In terms of inventory, all multi-family structure types together accounted for the most growth
from 2017-2022.

« Since 2006, cost to rent subsidized housing units increased while subsidies decreased. As a
result, the number of households that can be assisted has declined.

* Montana has had healthy job growth with consistently low unemployment rates.
- Real wage growth in Montana ranked 4% in the nation in 2022.

EQUAL HOUSING
OPPORTUNITY
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2025-2029 Consolidated Plan

Market Analysis (cont'd

Refer to the Montana Housing Situation Report created by Commerce for a more in-depth

look at housing and housing affordability in the state.

Population | Housing Inv al Affordability | Hom

Montana Housing Situation Report
Population Analysis

+18,596 11.7% +15,123 41544

Population since 2021 Households since 2021

-7,872 9,587

Housing Unit Deficit since 2021 Available Housing Units in 2022

MOMNTANA DEPARTMENT OF
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-12115
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10,806
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al Adjustments

Deaths

Natural Change
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Population Change
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2025-2029 Consolidated Plan
What's Next

 Continuing to collect data and public input

* Drafting report

« Determining Goals and Funding Allocations for the next 5 years
» Consolidated Plan public review period

« Submission to HUD




2025-2029 Consolidated Plan
Document Review, Engagement

* Once drafted, the Consolidated Plan documents will
be available:

* On Commerce’s website at

« Several repositories throughout the state (see website for list)

- - By request

- All interested parties are encouraged to review
published documents and to participate in the State’s
public meetings. For information about upcoming
meetings and comment periods, visit 0

and/or
subscribe to Commerce’s Consolidated Plan / Equity
Plan emaill listserv.
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https://commerce.mt.gov/Consolidated-Plan
https://commerce.mt.gov/Consolidated-Plan
https://commerce.mt.gov/Consolidated-Plan/Updates

2024 Equity Plan
Questions? Comments?

Montana Department of Commerce
301 S Park Ave Helena, MT 59601
PO Box 200523 Helena, MT 59620

Phone: 406-841-2770

Email: docconplan@mt.qgov

Website: commerce.mt.gov/Consolidated-Plan
Montana Relay 711:
https://dphhs.mt.qov/detd/mtap/traditionalrelayservice
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Montana Board of Housing (the Board or MBOH)

Ex Parte Communication Policy

Purpose
The purposes of this ex parte communication policy are to:

(1) promote transparency and openness concerning the Board’s interactions with
public stakeholders;

(2) assure that, where required, Board decisions are based upon information
presented to the Board in a duly noticed public meeting;

(3) prevent individuals and entities from gaining an unfair advantage, or the perception
of an unfair advantage, over others by communicating with one or more Board
members on an ex parte basis;

(4) assure that all Board members and public stakeholders have access to information
presented to the Board and its members and opportunity to comment and respond;
and

(5) reduce the risk that Board decisions will be subject to challenge due to reliance on
information obtained through inappropriate ex parte communication.

This policy, by design, accounts for the varying nature of matters that come before the
Board.

Applicability
This policy applies to Board members and the Board’s public stakeholders with respect
to the matters specified below. For purposes of this policy, the following terms (whether

or not capitalized herein) have the following meanings:

(1) “Board” means the Montana Board of Housing established by Mont. Code Ann.

§ 2-15-1814, acting through a duly constituted quorum of its members.



(2) “Board meeting” or “meeting” means a duly noticed meeting of the Board at

which a quorum is present.

(3) “Ex parte” or “ex parte communication” means communication in any form

(including but not limited to oral, written or electronic) between one or more

Board members and one or more public stakeholders other than in the course

and on the record of a Board meeting (e.g., emails, telephone calls or

conversations between an applicant and Board member outside a meeting

urging favorable action on an application, award or other benéefit).

(4) “Matter” means and includes any one of the following matters:

a.

Loan applications, exceptions and related matters requiring Board
approval;

Participating lender applications;

Requests for fund set-asides, purchase of lien, loan or servicing
portfolios, and similar requests;

Bond resolutions or similar resolutions;

Housing Credit letter of intent project selections and credit awards, and
other requests and approvals under the Board’s Qualified Allocation
Plan requiring Board action (e.g., waiver requests and credit refresh
requests);

Competitive procurement contract awards;

Award of any benefit to any one or more particular applicants;
Contested cases;

Any other matters in which the Board is required to adjudicate or
adjudicates the matter by applying a law or policy to particular facts or

situations based upon evidence in the record.



The term does not include any of the following matters, decisions, participation and

communications, or Board consideration and action thereon, unless specifically

included within the foregoing list of covered matters:

= 0 oo T o

Board policies or standards of general applicability;

Board program reports, minutes, audits and similar items;

Board rulemaking, including QAP development and approval,

Board training, planning and policy discussions;

Board program development and adoption and related matters;
Conferences, forums and related discussions relating to affordable
housing or other matters generally within the Board’s purview;
Scheduling, status, administrative and ministerial matters;

Any decision or matter performed by or delegated to Board staff;
Documents or information submitted to Board staff and included in the
materials provided generally to Board members in connection with any
meeting agenda item;

Any matter constituting an exercise of the Board’s legislative or
operational functions;

Communication and interaction in the course and on the record of a
Board meeting;

Communication unrelated to Board business.

(5) “Member” means a member of the Board appointed by the Governor as

provided by law and does not include the Board’s Executive Director or other

staff.

(6) “Public stakeholder” means an individual, association, organization or other

entity (and any owner of an interest in any such entity) with any interest, direct

or indirect, in a matter, whether such interest is financial, contractual, legal,

policy, advocacy or otherwise, and includes but is not limited to applicants,
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borrowers, lenders, investors, sponsors, local governmental entities and
officials, and advocacy organizations. The term does not include the Board’s
Executive Director or other staff.

(7) “Quorum” means a majority of the membership of the Board.

This policy applies to Board members and all Board members must abide by this policy
in all communication with a public stakeholder regarding any matter that is before the
Board for consideration or action (as indicated by inclusion of the matter on a Board
meeting agenda) or that will require Board action to proceed (e.g., a potential/proposed
project that will apply for Housing Credits or a Board loan). This policy also applies to all
public stakeholders with respect to communication with Board members regarding any
such matter. This policy applies to all communication and interactions, including oral,
written and electronic, between one or more Board members and any one or more public

stakeholders.

Policy
In acting on any matter, the Board and any member may consider only information and
documents:
(i) presented by Board staff generally to Board members for purposes of the
meeting;
(i) communicated or submitted in the course and on the record of a Board
meeting; or
(i)  unless otherwise restricted by Board action, included in an ex parte
communication to the extent such information is disclosed on the record of a
Board meeting.
Board members should not receive or consider any other communication, information,

material or documents for purposes of acting on any matter.



Board members should refrain from and take all reasonable measures to avoid engaging
in ex parte communication with any public stakeholder regarding any matter that is before
the Board for consideration or action (as indicated by inclusion of the matter on a Board
meeting agenda) or that will require Board action to proceed (e.g., a potential/proposed

project that will apply for Housing Credits or a Board loan).

Members should not initiate contact with any public stakeholder regarding any such
matter. If contacted or approached by a public stakeholder on an ex parte basis regarding
any such matter, a Board member should attempt to prevent or stop the communication
and inform the public stakeholder that such communication is prohibited except in a Board
meeting. This may include the member providing information to the public stakeholder on
how to appropriately submit material to MBOH.

Public stakeholders should not make or cause to be made any ex parte communication
to any Board member who is or may reasonably be expected to be involved in Board
consideration or action on any matter that is before the Board for consideration or action
(as indicated by inclusion of the matter on a Board meeting agenda) or that will require
Board action to proceed (e.g., a potential/proposed project that will apply for Housing
Credits or a Board loan). Further, if a Board member initiates an ex parte communication
with a public stakeholder, the public stakeholder should attempt to prevent or stop the

communication and avoid discussing the matter with the member.

Process

A Board member who has had any ex parfe communication (including without limitation
any communication or receipt of information, material or documents) to, from or with any
public stakeholder regarding any matter that is before the Board for consideration or
action (as indicated by inclusion of the matter on a Board meeting agenda) or that will
require Board action to proceed (e.g., a potential/proposed project that will apply for
Housing Credits or a Board loan) must disclose all such communication on the record at

any Board meeting at which the matter is considered.

5



The disclosure must include:
(i) the identity of the public stakeholder making the communication(s);
(i) the date(s) of the communication;
(iii) the substance of all oral communication, including the member’s response; and
(iv)copies of all written and electronic communication included in the ex parte

communication.

Absent Board action to the contrary, the disclosing member may participate in
consideration, discussion and action on the matter. The Board may, however, impose
additional measures or remedies deemed necessary or appropriate to avoid any unfair
advantage or perception of unfair advantage or to cure any prejudice to other interested
parties, including but not limited to any one or more of the following:

(i) mandatory recusal of the disclosing member from participation in consideration,
discussion and action on the matter;

(i) adverse action on the matter, including denial or rejection of an application or
request, if the applicant or requestor committed, caused or failed to take
reasonable action to avoid the ex parte communication;

(iii) no consideration of or reliance upon content of the ex parte communication;

(iv)where the opportunity does not already exist, providing all interested persons an
opportunity to respond to the disclosed material; or

(v) other reasonable measures or remedies.

If a member has any doubt or question regarding whether any communication constitutes
an ex parte communication subject to this policy, the member will contact the Board’s

Executive Director or legal counsel to discuss and obtain further guidance.

Board Member Responsibility
In addition to the foregoing, all Board members will acknowledge and accept the
responsibility to follow all applicable state laws and policies regarding ex parte

communication, including but not limited to:



(i) initial and annual completion, execution and submission of an acknowledgement
and affirmation of this policy in the form required by the Board;

(i) attendance and participation in at least annual training regarding ex parte
communication; and

(iii) compliance with the terms of this policy, including full disclosure and any other

measures or remedies determined by Board action as provided in this policy.

The Board will provide a copy of this policy to each Board member and each member
must sign and return the policy, acknowledging receipt of the policy and that the member

has read, understands, and will comply with the policy.

Acknowledgement
The undersigned Board member hereby acknowledges receipt of a copy of this policy

and that the member has read, understands, and will comply with the policy.

DATED: , 20

Print Board Member Name:




ll MONTANA _ o o .
MBI cerrmven or conmvence Program 74 Housing MT: 2025 Biennium Objectives, Goals, Strategies and Measures

DRAFT WIP — Due to Commerce by October 31, 2024

Objective/Mission: Maximize supply of new and rehabilitated affordable rental homes through efficient use of federal and state resources

1. Deploy new Multifamily Loan Program (MFLP) using currently available Bond Indenture funds
2. Factor the leveraged ratio of other resources in competitive grant and application review and ranking process

3. Incentivize financing methods to increase the efficiency of the Housing Credit program, such as twinned 4% / 9% project designs

Strategy _m

MFLP launched with new website content & GovDelivery notification released July 2022; all funds obligated by December 2022 Multifamily Program Manager Leverage ratio of other
Customer Service, Accountability & sources in CDBG, Housing
Efficiency October 15, 2024 Update: With returning P&l payments, current MFLP fund balance is approximately $300,000. Available funds are Multifamily Development Credit, HOME and HTF
reported to MBOH Board and public in monthly Multifamily Dashboard included in Board packet. Team investments

# CDBG, HOME and HTF

Multifamily Program Manager assisted units and total
project units

Assess all application guidelines and Qualified Allocation Plan for leverage ratio criteria as part of application review & ranking process Multifamily Development
Team Leverage ratio of other
Implement process improvements October 15, 2024 Update: The 2025 Qualified Allocation Plan included a new maximum bond amount for 4% credit projects. The amount sources in CDBG, Housing
of private activity bonds under the Montana Unified Volume Bond Cap allowed per Project may not exceed 60% of Total Project Costs. Community Housing Program Credit, HOME and HTF
Community Housing program manager to add update for HUD CPD programs. Supervisor investments
Community Housing Team # units awarded 4% and

9% Housing Credits

Provide robust on-boarding and education for newly appointed Board members, including on 4% / 9% twinned projects

October 15, 2024 Update: Board members received training on 4% and 9% project characteristics in April 2023. This April 2023 training
Provide Training and Education also included an overview of the National Council of State Housing Agencies (NCSHA) Recommended Practices in Housing Credit

Administration, which include concepts like “consider the cost effectiveness of consolidating affordable scattered-site properties into a Executive Director

single transaction for preservation.” Multifamily program manager to update with total # of twinned projects awarded and breakdown

of 4% versus 9% units for 2025 biennium versus prior 2023 biennium.

Operations Manager # units awarded 4% and

9% Housing Credits



Objective/Mission: Provide increased opportunities for low- and moderate-income Montanans to obtain and retain affordable homeownership

1. Collaborate with financial partners and advisors to maximize bond proceeds and lock-in competitive interest rates for first-time homebuyer programs
2. Assess options under federal regulations to increase IRS and HOME purchase provide limits
3. Pursue conventional financing opportunities in partnership with participating lenders

Strategy _m

Continuously assess options for funding of down payment assistance programs within Bond Indenture / Issue structure Homeownership Program # of total primary and
Customer Service, Accountability & Manager secondary loans funded /
Efficiency October 15, 2024 Update: Homeownership program manager to update with % of loans with DPA for FY2023, FY2024 and whether % of % of homebuyers utilizing

loans with DPA has increased or decreased this biennium from prior biennium. Homeownership Team down payment assistance

Community Housing Program

# of total primary and
Supervisor

Customer Service, Accountability & secondary loans funded /
ici October 15, 2024 Update: Homeownership program manager and Community Housing program manager to update to reflect adoption . ilizi
Efficiency ' : .P p prog g y g prog g p p Homeownership Program % of homebuyers utilizing

of new income limits under FHA, HOME etc.

Research availability of real home purchase price data for possible request to increase in IRS and HOME purchase price limits

down payment assistance

Manager
Customer Service, Accountability & Conduct review of CDBG Housing Stabilization Program for opportunities to streamline program for participating communities Community Housing Program # of communities
Efficiency Supervisor participating in CDBG
October 15, 2024 Update: Community Housing program manager to update with developments in program, hire of new Single-Family housing stabilization
Implement Process Improvements Coordinator position and collaboration with HAF Home Repair program. Community Housing Team program
Continue collaborating with GSE Consultant to better position Montana Housing for future conventional financing opportunities
October 15, 2024 Update: Montana Board of Housing issued a Request for Proposals to select a qualified Master Servicer in November # of total primary and

Homeownership Program

2023. Idaho Housing and Finance Agency was awarded the contract in early 2024. MBOH staff conducted an on-site due diligence secondary loans funded /

meeting with IHFA in February 2024. Participating Lenders were notified of the Board’s transition to a Master Servicer in October 2024 Manager % of homebuyers utilizing
Diversify Business Model for a November 2024 launch. Partnering with IHFA will enable the Board to leverage IHFA’s Seller/Servicer approved status with Fannie Servicing Program Manager down payment assistance

Mae, Freddie Mac and as Seller/Issuer with Ginnie Mae. The Board will thus move from a standard Mortgage Revenue Bond Whole Loan .

model to a Mortgage Backed Securities model with government insured loans going to Ginnie Mae. Some of the Board’s existing Executive Director average servicing cost per

loan
programs, like the 80% Combined and Community Land Trust, may be eligible for Fannie Mae. Once the MBS model under Ginnie Mae is

solidified, the Board intends to expand to offer the HFA Advantage produce from Freddie Mac.



Objective/Mission: Maximize use of federal rental assistance programs to service extremely low- and very low-income Montanans

Increase training and coordination with field agency partners

Pursue maximum flexibility for HUD Fair Market Rents / Voucher Payment Standards within parameters of federal regulations
Release Request for Proposals (RFP) for project-basing Housing Choice Vouchers and other to-be-identified RFPs for improved service delivery for HCV

participants and landlords

Expand rental assistance special programs as federal opportunities arise, in partnership with the Department of Public Health & Human Services, Montana
Continuum of Care and other partners

Strategy _m

Implement process improvements

Customer Service, Accountability &
Efficiency

Increase voucher utilization

Increase voucher utilization

Field Agency scope of work review and collaboration meeting held November 2022
Release Request for Proposals (RFP) for local program administration and field inspection services in Q4 2022

October 15, 2024 Update: In October 2023 Commerce surveyed landlords and tenants participating in the Housing Choice Voucher and
related programs. Survey results were tabulated and sorted by contracted field agency. Survey results indicate mixed levels of
satisfaction in response time and information exchange. Negative comments seem to be centered around some of our busiest offices
and are generally regarding processing time and communication. Landlords would like to see faster processing times and better
communication from our field agencies as well as higher allowable rents (which is not possible due to HUD’s published Fair Market Rents
limiting our programs). The landlords are generally happy with the consistency of rent payments once the paperwork is finalized. The
tenants seem to have a generally favorable opinion of our programs.

120% Fair Market Rent waiver request submitted to HUD in September 2022; HUD approved request in November 2022 for CY2023

October 15, 2024 Update: Operations manager to update with information on statewide FMR reevaluation

Release RFP for project basing Housing Choice Vouchers by September 2024

October 15, 2024 Update: Request for Proposals released September 30, 2024 with proposal due November 1, 2024. Up to fifty (50)
PBVs will be awarded with intended date for contract award of November 15, 2024. The statewide Public Housing Authority at
Commerce closed its Housing Choice Voucher waiting list and stopped leasing activities on August 15, 2024 due to decreased funding
disbursement from the U.S. Department of Housing and Urban Development. Commerce has maximized leasing under the tenant-based
Housing Choice Voucher program to the extend possible within available federal budget. Commerce consulted with HUD on our 2-year
case management tool to ensure sufficient funding for these up to 50 future Project Based Vouchers.

Rental Assistance Programs
Manager

Rental Assistance Team

Housing Choice Voucher
Program Supervisor

Housing Choice Voucher
Program Supervisor

Site Specific & Special
Population Program
Supervisor

# of open and leased
Housing Choice Vouchers

Deploy baseline and on-
going surveys to Housing
Choice Voucher
participants and landlords

# of open and leased
Housing Choice Vouchers

# of open and leased
Housing Choice Vouchers



Interdepartmental / Interagency
collaboration (breakdown silos)

Objective/Mission:

Continue monthly Interdepartmental Housing Integration Project (IHIP) calls with DPHHS, Montana Continuum of Care & Montana
HealthCare Foundation

October 15, 2024 Update: The Commerce statewide PHA is collaborating with DPHHS on our PRA 811 and Mainstream Voucher projects
to potentially utilize the recently updated CONNECT referral system on the ServiceNow platform, already widely used by service
providers. The Site Specific & Special Populations Program Supervisor position was split into two positions due to the volume of work.
The new Special Programs Supervisor is reviewing new Mainstream program requirements released in 2024, which include adjustments
to waiting list protocols. New regulatory requirements will be incorporated to the PHA Administrative Plan, and a separate Mainstream
waitlist can be established. Commerce also submitted requests to HUD in summer 2024 to remove underutilized 811 contracts so they
can be reallocated to other properties in areas of Montana with sufficient service provider support. Conversations with DPHHS on the
above items, including the need to update our interdepartmental MOU, are underway.

Executive Director

Site Specific & Special
Population Program
Supervisor

Utilization and growth of
special program vouchers

Ensure American Rescue Plan ACT (ARPA) programs successfully serve Montanans who have experienced financial hardships due to the COVID 19 pandemic who are

facing housing instability.

The MERA team will review the lesser of 800 applications for assistance per month or the total amount submitted.




Utilize 75% of ERA Tranche 1 and Tranche 2 to request Tranche 3.

Prevent 120 home losses from property tax lien foreclosure.

Prevent 200 home losses.
Prevent 60 home losses from HOA fees or liens.
Prevent 100 homeowners from loss of utilities.

Support 80 homeowners with three months Internet assistance.

Strategy _m

Effective management of the
Montana Emergency Rental
Assistance Program.

Effective management of the
Homeowners Assistance Fund (HAF)
Program.

Engaging stakeholders early and often.

Simplifying the application and award determination process.
Providing a dedicated, full-time workforce to review applications.
Leveraging available technology.

Responsibly obligating funding to maximize Montana's benefit options.

October 15, 2024 Update: to be updated by ARPA Program Executive

Maintaining an open HAF application portal for households with eligible incomes.

Increasing media buy and marketing efforts in counties with higher concentrations of homeowners with incomes at or below 100% of
median income.

Engaging local partners serving Socially Disadvantaged Homeowners in direct client outreach.

October 15, 2024 Update: to be updated by ARPA Program Executive

ARPA Housing Program
Executive

ARPA Housing Program
Executive

800 applications reviewed
for assistance per month
or total amount submitted.

75% ERA 2 funds obligated
in Tranche 1 and Tranche
2.

120 households assisted
with property tax liens.
200 homes receive
mortgage reinstatement.
60 homes assisted with
HOA fees or liens.

100 homeowners assisted
with loss of utilities.

80 homeowners assisted
with three months
Internet assistance.



COMMERCE Program 74 Housing MT: 2027 Biennium Objectives, Goals, Strategies and Measures

Objective/Mission: | Maintain Positive Employee Culture and Engagement

m Achieve at least 90% Housing MT employee response rate to leadership or other personnel surveys deployed by the Department

Internal Promotions
Year-Over-Year

Commerce is the most . . . . o
Develop consistent messaging managers and supervisors can deploy to encourage all employees to Housing Division

desired place to work in
respond with meaningful and candid feedback to leadership and other surveys Administrator
state government P g P y Reduced Turnover

Year-Over-Year
Objective/Mission: | Ensure Commerce’s housing programs are equitably available to all potentially eligible individuals and developers
m Identify and reduce or eliminate potential barriers impacting constituents from accessing or applying to housing programs

Strategy _m

. . . S . Revisions to
Reduce regulations in state = Identify and minimize or remove unnecessary state overlays to federal rental assistance programs, i ) .
. ) . . ) i Rental Assistance streamline Public
government (red-tape including assessment and adoption of new flexibilities under federal Housing Opportunity Through i )
s e o Programs Manager Housing Authority
relief initiative) Modernization Act of 2016

Administrative Plan



Multifamily Program Increase frequency of

Our work unites the state: Increase outreach to and communication with a broader range of stakeholders
no longer east and west, Manager and a.ttendanc? at.
urban and rural Identify, engage and provide technical assistance to underserved communities and special populations Housing Coordinating
limited capacity Team meetings
Our work unites the state: Increase outreach to and communication with a broader range of stakeholders ) ] o ) )
oo e e ] s Community Housing Finalize Fair Housing
’ Program Manager Equity Plan Strategies

Identify, engage and provide technical assistance to underserved communities and special populations
limited capacity

urban and rural

Objective/Mission: | All constituents and stakeholders engaged in Commerce’s housing programs receive exemplary and timely customer service

m Establish baseline metrics to measure current levels of customer satisfaction, including prompt and accurate routing of constituents calls and emails

Improve customer service,

Accountability and Deploy customer satisfaction survey to Homeowner Assistance Fund award recipients to establish ARPA Housing Customer Satisfaction
. y baseline performance results Program Executive Survey Results

efficiency

Improve customer service, . . . . . - . .

accpountabilit and Deploy customer satisfaction survey to Montana Board of Housing borrowers to establish baseline Mortgage Servicing Customer Satisfaction
. v performance results Program Manager Survey Results

efficiency

Improve customer service, Avaya phone

accountability and Assess call tree functionality and routing of phone calls and website-originated email Operations Manager reporting; Outlook for

efficiency tracking

Objective/Mission: | Improve the digital experience of Commerce housing program customers; Increase back-office efficiencies and Information System security



m Leverage existing and deploy new technology
_m

Bring the State of
Montana’s technology into
the 21° century

Bring the State of
Montana’s technology into
the 21° century

Bring the State of
Montana’s technology into
the 21° century

Bring the State of
Montana’s technology into
the 21% century

Increase utilization of and pursue enhancements for web-based applications (Montana Grants and
Loans ServiceNow portal)

Deploy new asset management software for enhanced monitoring of multifamily rental portfolio

Incentivize participants and landlords to utilize available technology tools for on-demand customer
service

Incentivize borrowers to utilize available technology tools for on-demand customer service

Community Housing
Program Manager

Multifamily Program
Manager

Housing Choice
Voucher Supervisor

Mortgage Servicing
Program Manager

100% of HOME, HTF
and CDBG
applications available
via portal

Representation in
core team for
enhancement
projects

Utilize system for task
management for at
least one funding
opportunity

Decrease # of manual
processes and excel
spreadsheets year-
over-year

Increase # of
participants and
landlords utilizing
AssistanceConnect
year-over-year

Increase # of
automatic payments



Bring the State of
Montana’s technology into
the 21% century

Bring the State of
Montana’s technology into
the 21 century

Explore ways to leverage information technology, data warehouse and electronic resource and referral
systems with partner state agencies (DLI, DOR and DPHHS)

Establish Master Servicer Data Transfer Workflow for Loan Purchases

Rental Assistance
Programs Manager

Homeownership
Program Manager

from borrowers year-
over-year

Execute new or
modify existing
agreements with
partner state
agencies for systems
access

Reduce mortgage
loan cycle time year-
over-year



COMMERCE MONTANA BOARD OF HOUSING

Board Agenda Item

Board Meeting: October 21, 2024

Homeownership Program

REVERSE ANNUITY MORTGAGE (RAM) PROGRAM OVERVIEW

A RAM loan is a type of reverse mortgage that provides the borrower with regular
monthly payments. With this type of loan, the lender takes a lump sum from the home’s
equity and uses those funds to pay out a monthly income stream to the borrower. The
Board’s RAM program was established in 1989 under a bill passed by the Montana

Legislature and approved by the Governor.
MONTANA CODE ANNOTATED

90-6-501. Short title. This part may be cited as the "Reverse Annuity Mortgage Loan
Act".

90-6-502. Purpose. Many elderly citizens in Montana own their own homes and have
little or no remaining mortgage debt. Many of these homeowners are persons of lower
income who would benefit from an additional income source from the use of the equity in
their homes. The legislature finds that reverse annuity mortgage loans would enable
elderly homeowners to provide more substantially for their own in-home support and

specialized care. The purpose of this part is to:
(1) establish a reverse annuity mortgage loan program within the board of housing;

(2) authorize the board to make reverse annuity mortgage loans;

Montana Department of Commerce | commerce.mt.gov | Montana Board of Housing
P.O. Box 200528 | Helena, MT 59620-0528 | Phone: 406-841-2840 | Fax: 406-841-2841
Montana Relay 711: dphhs.mt.gov/detd/mtap/traditionalrelayservice
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COMMERCE MONTANA BOARD OF HOUSING

(3) counsel, assist, and protect elderly homeowners who wish to obtain a reverse

annuity mortgage loan; and

(4) administer a reverse annuity mortgage loan program that does not jeopardize the

mortgagor's eligibility for medicaid and other means-tested programs.

90-6-503. Definitions. As used in this part, unless the context requires otherwise, the

following terms apply:
(1) "Mortgage" means a mortgage as defined in 90-6-103.
(2) "Mortgagee" means the holder of a mortgage or its assignee.
(3) "Mortgagor" means a person:

(a) who is of lower income as determined by the board. In its determination of lower

income, the board shall take into consideration the criteria in 90-6-103(16).

(b) 68 years of age or older, except as provided on a case-by-case basis in accordance

with program guidelines established by the board of housing;
(c) who is the owner and occupant of a single-family dwelling; and

(d) who has completed a reverse annuity mortgage counseling program approved by
the board.

(4) "Reverse annuity mortgage loan" means a loan in which loan proceeds are

advanced to the mortgagor to provide a monthly tax-free cash payment for 10 years.

(5) "Single-family dwelling" means a one- to four-family living unit.

Montana Department of Commerce | commerce.mt.gov | Montana Board of Housing
P.O. Box 200528 | Helena, MT 59620-0528 | Phone: 406-841-2840 | Fax: 406-841-2841
Montana Relay 711: dphhs.mt.gov/detd/mtap/traditionalrelayservice

EQUALHOUSNG
OPPORTUNITY


https://leg.mt.gov/bills/mca/title_0900/chapter_0060/part_0010/section_0030/0900-0060-0010-0030.html
https://leg.mt.gov/bills/mca/title_0900/chapter_0060/part_0010/section_0030/0900-0060-0010-0030.html

COMMERCE MONTANA BOARD OF HOUSING

90-6-504. Reverse annuity mortgage loan program. The board may make reverse
annuity mortgage loans that are secured by a single-family dwelling located in this state.
The loans must be made under terms and conditions adopted by the board pursuant to
its authority under 90-6-104.

90-6-505. Mortgage requirements. (1) Any mortgage securing payments made by a
mortgagee to a mortgagor pursuant to a reverse annuity mortgage loan must be
sufficiently definite, certain, and valid to secure all money actually advanced pursuant to
and in accordance with its terms. The mortgage must secure money advanced at or
subsequent to closing of the loan, up to but not exceeding the full amount of the loan. A
reverse annuity mortgage has the same priority as if all money had been advanced at the
time the mortgage was delivered. The mortgage must include but not be limited to the

following:
(a) a statement that it is a reverse annuity mortgage loan;
(b) the full amount of the loan authorized;

(c) a statement of the dates on which advancements are to be made and the amounts

of such advancements; and
(d) the events that will give rise to the maturity of the loan.

(2) The mortgagee and the mortgagor may modify the advancement dates in the
mortgage by a statement signed by all parties to the mortgage and properly recorded with
the original mortgage instrument. The modification may not limit or otherwise affect the
priority of the mortgage.
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90-6-506. Repayment or termination of reverse annuity mortgage loan. (1) The

mortgagor shall repay the reverse annuity mortgage loan as provided in this section.

(2) Repayment of any part of the reverse annuity mortgage loan is not required prior
to the maturity of the loan and while the mortgagor resides on the secured property. The

mortgagor may pay the outstanding loan balance in full at any time without penalty.

(3) The reverse annuity mortgage loan matures, advances under a reverse annuity
mortgage loan terminate, and the entire unpaid balance of the loan plus accrued interest

becomes due and payable only upon the occurrence of any of the following events:
(a) the death of the last surviving mortgagor;

(b) the sale or other transfer of the secured property to a person other than any of the
original mortgagors;

(c) vacation of the secured property by the mortgagor, whether voluntarily,

involuntarily, or pursuant to legal process; or

(d) any other occurrence that materially decreases the value of the property securing

the loan or that will have the likely effect of causing the loan to not be repaid.

(4) Any occurrence allowing the termination of a loan as provided in subsection (3)(d)

must be clearly recited in the mortgage, deed of trust, or trust indenture.

(5) Payment of the reverse annuity mortgage loan may not be required from any source
other than the secured property.
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90-6-507. Rulemaking authority. The board shall adopt all procedural and substantive
rules necessary for the administration of this part, including rules required to secure,

implement, and administer the reverse annuity mortgage loan program.

ADMINISTRATIVE RULES

8.111.401 PURPOSE OF REGULATIONS

(1) These rules are enacted by the Montana Board of Housing ("board") to provide
explanation and guidance to individuals in applying for reverse annuity mortgage loans.
The legislature in enacting the reverse annuity mortgage loan program provided that the
board shall adopt all procedural and substantive rules for the administration of the loan
program. These rules are in conformance with the legislative directive.

(2) These rules shall be liberally construed to secure just, speedy, and inexpensive
determination of the issues presented. (3) If further information is needed as to
procedures or instructions on reverse annuity mortgage loans, it will be furnished by the

board.

8.111.402 DEFINITIONS As used in these rules, the following words and phrases have
the following meanings:

(1) "Appraisal" means an opinion of a qualified FHA appraiser on the nature, quality,
and value of specific interests in identified real estate approved for Federal Housing
Administration (FHA) purposes.

(2) "Family income" means the income of all adult members of the household, other
than full-time students. The income is the amount of anticipated total income from all
sources for the subsequent 12-month period from application. This includes nontaxable

income such as social security and municipal bond interest. Any investment or business
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losses cannot be subtracted in determining gross income. An exclusion will be allowed
for certain defined, nonreimbursed, ongoing, medical, and independent living expenses.
(3) "Permanent vacation of the secured property" means any period when the
mortgagor (or the last to survive) does not live in the residence for a period of 180
consecutive days.

(4) "FHA" means Federal Housing Administration.

8.111.403 COUNSELING REQUIREMENTS

(1) All applicants for reverse annuity mortgage loans must complete the required
counseling.

(2) Information as to the required counseling is available by contacting the Board of
Housing by mail at P.O. Box 200528, Helena, MT 59620-0528 or by telephone at (406)
841-2845 or (406) 841-2838.

8.111.404 ELIGIBILITY REQUIREMENTS
(1) To be eligible for a reverse annuity mortgage loan, the applicant must do the
following:
(a) successfully complete the required counseling (information about required
counseling is available by contacting the Board of Housing by mail at P.O. Box
200528, Helena, MT 59620- 0528 or by telephone at (406) 841-2845 or (406)
841-2838);
(b) submit a reverse annuity mortgage application package to the board;
(c) agree to allow the board to obtain a current FHA appraisal and title insurance
policy for the property;
(d) agree to pay for all closing costs including, but not limited to, the appraisal,

title insurance policy, document recording, and other closing costs;
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(e) assure that the reverse annuity loan is in first lien position at loan closing;

(f) be at least 68 years of age or older, except as provided on a case-by-case
basis by the Board of Housing;

(g) meet the income limits as set by the board;

(h) if the property is jointly owned, both borrowers must meet all of the conditions;
(i) if property is jointly owned, it must be held as joint tenants, with rights of

survivorship.

8.111.405 INCOME LIMITS AND LOAN AMOUNTS

(1) The annual income limits to be eligible for a reverse annuity mortgage loan shall not
exceed 200% of the poverty level per household size as set forth by the U.S.
Department of Health and Human Services, changing each year.

(2) A loan amount may not exceed 80% of the appraised value of the property. The
board will set the maximum dollar amount of a loan which amount may be changed by

the board. The minimum dollar amount of a loan is $15,000.

8.111.406 REPAYMENT OF THE LOAN

(1) Repayment of the reverse annuity mortgage loan is not required so long as the
borrower, or the last surviving borrower, has not permanently vacated the secured
property and no event of default has occurred as provided in the loan documents.

(2) The borrower may pay the outstanding loan balance in full at any time without
penalty.

(3) The board may include in the reverse annuity mortgage loan documents such terms,
conditions, and requirements as are usual and customary in similar loan transactions
and which are designed to protect the value of the property securing the loan or to

assure repayment of the loan.
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(4) The loan becomes due and payable, and any remaining advances terminate upon
the occurrence of any of the following events:
(a) the death of the last surviving borrower;
(b) sale or transfer of the property to anyone other than an original borrower;
(c) permanent vacation of the secured property by the borrower; or
(d) any other act or occurrence which constitutes an event of default under the

mortgage instrument securing the loan.

8.111.407 SECURITY FOR THE LOAN
(1) The property pledged as security for the reverse annuity mortgage will be the only
source the board has for repayment of the loan.

8.111.408 INTEREST RATE
(1) The board will set an interest rate for the reverse annuity mortgage program, which
rate may be changed by the board.

8.111.409 CASH ADVANCES
(1) The board may disburse a portion of the loan amount as a cash advance at closing
for any one or more of the following purposes:
(a) satisfaction of any liens on the property;
(b) necessary repairs to the property;
(c) actual loan closing costs, including but not limited to appraisals, title policies,
recording of documents, and other closing costs; and
(d) other items to assist the borrower to continue residing in the property,

including but not limited to, medical expenses, transportation expenses (including
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automobile purchase and loan payoff), payoff of credit card debt, and supportive
and specialized care services.
(2) To receive a cash advance at closing, the borrower must submit a request in writing
on forms supplied by the board.
(3) A cash advance for any of the purposes specified in (1) may be approved:
(@) in an amount not to exceed $30,000 by board staff along with other loan
approvals; and
(b) in an amount exceeding $30,000 by the board in a duly noticed meeting on a
case-by-case basis.
(4) A cash advance may be disbursed either to the borrower or to third parties as
directed by the borrower and approved by the board. All cash advances disbursed at

closing shall be added to the initial loan balance.
RAM PORTOLIO

The Board currently has 20 active RAM loans totaling $1,250,318 in outstanding
principal with $858,785 left to pay out to borrowers in monthly installments. There are
an additional 19 loans in the portfolio where borrowers are no longer receiving
payments and loans are not yet paid in full. Total outstanding principal for these 19
loans is $1,290,412. In these cases, the borrower(s) are still in the residence/retain
property ownership but have received all monthly installment payments. These 19 loans
are being serviced by MBOH, including payment of property taxes for 3 loans and
payment of property taxes and forced place insurance for 1 loan. MBOH is paying the
property tax and forced place insurance costs as the borrowers have insufficient funds
to do so.
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We have applications pending appraisal for 2 new RAM loans. One of these
applications is for a “off the grid” property. The property is located near Anaconda and
has solar panels, a cistern, propane and a windmill. The interested applicants want to

use the funds from the RAM loan to put in a well.

A total of 201 loans have paid in full. Only 4 RAM loans have gone to foreclosure out of
the total of 240 loans originated since program inception. The RAM program has an
available balance of $5,380,535. There is no on-going source of revenue identified for
the program, aside from funds recycled back into the account when a RAM loan is paid
off.

In addition to complying the above MCA and ARMs established for the program, the
Board has given Board staff some discretion to establish procedures for the program.
The most recent application process procedure was completed in June of 2021. In
these procedures, the home must meet FHA appraisal standards and, if a

condominium, the condominium property must be FHA approved.

Currently the state of Montana has only 7 FHA approved condominium properties. FHA
condominium approval for the entire property takes roughly 2-4 weeks and costs

approximately $800 and is valid for only 3 years.
2024 MARKETING CAMPAIGN

The Board, in collaboration with the Commerce marcomms team, completed a broad
marketing campaign in 2024 totally just over $4,000. This campaign included two
rotating public service announcements in equal rotation on radio, an op-ed and press

release, presenting on the “Aging Horizons” TV show produced by DPHHS, local media
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interviews as a result of issued press release, and an interview with the national

HousingWire publication resulting in two articles specifically about Montana'’s program.
DISCUSSION

Staff is seeking Board member input on the future trajectory of the RAM program. The
program has been relatively underutilized and has seen minimal activity in recent
months despite robust marketing efforts. In addition, staff is seeking feedback from
Board members on the potential risks of the program and how to best mitigate these

risks. Specific topics include but may not be limited to:

The eligible age of borrowers as life expectancies have increased

Requirement that condos must be FHA approved given so few are FHA approved
in the state

Other property conditions that may impact resale value and interested buyers,
such as off-grid properties

Whether the Board would consider proposing any legislative changes to modify
the program (what is included in MCA) or to discontinue the program in the
future, should application volume not pick up. This would necessitate legislative

changes, potentially in the 2027 legislative session.
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Board Agenda Item

Board Meeting: October 21, 2024

2025 Legislative Session Bill Tracking

Drafter Assigned 9/4/2024 — 9/5/2024-

LC0106 — Require title insurance producers to file a bond

LC0129 — Provide tax rebates for renters (Morigeau)

LC0141 — Generally revise laws for manufactured homes and the mobile home
community (Curdy)

LC0142 — Generally revise laws for manufactured homes and the mobile home
community (Curdy)

LCO0155 — Generally revise state rental laws (Curdy)

LC0156 — Generally revise mobile and manufactured home laws (Curdy)
Draft in Legal Review 9/27/24:

LC0243 - Establish a Montana workforce housing tax credit (provisional
draft for pre-introduction approved by LGIC on 9/10).

Draft on Hold 9/27/24:

LC0401 — Generally revise mortgage laws (Zolnikov)

Drafter Assigned 9/27/24:

Montana Department of Commerce | commerce.mt.gov | Montana Board of Housing
P.O. Box 200528 | Helena, MT 59620-0528 | Phone: 406-841-2840 | Fax: 406-841-2841
Montana Relay 711: dphhs.mt.gov/detd/mtap/traditionalrelayservice

)

EQUAL HOUSING

OPPORTUNITY



COMMERCE MONTANA BOARD OF HOUSING

LC0412 — Generally revise laws related to housing and development (Zolnikov)

Draft on Hold 10/2/2024 and 10/7/2024:

LCO0008 — Establish a housing fairness tax credit (Flowers)

LC0129 — Provide tax rebates for renters (Morigeau)

Drafter Assigned 10/8/2024-

LC0523 — Interim study of barrier to mortgage lending on native trust land
(Webber)

LC0525 — Revise membership of board of housing and require tribal and
veteran representation (Webber)

LC0526 — Refund rental application fee (Webber)

LC0547 — Revise requirement for rental security deposit fund (Webber)

The Commerce Community MT Division is also tracking several bills related to planning
land use planning and development, including one to Generally Revise Land Use
Planning Act (LC0016 — Mandeville), Revise infrastructure loan program and tax credit

(LC0076), multiple bills pertaining to tax increment financing, and Generally revise water
use laws.

Please note there is various information on housing topics available on the Montana

Legislature website, including within various interim committee webpages.
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Various interactive tools and data is available at https://leq.mt.gov/interactive-

data-tools/, including Cost of Living, Montana Housing Sales and Montana
Population History & Forecast, General Property Tax Growth and Growth Data
Tutorial from the Legislative Fiscal Division.

Economic Affairs Interim Committee (EAIC) housing topic materials are available

at https://leg.mt.gov/committees/interim/eaic/eaic-housing/.

Local Government Interim Committee (LGIC) studies on Land Use Legislation,
Housing Affordability and Property Tax is available at
https://leg.mt.gov/committees/interim/Igic/.

The Modernization & Risk Analysis (MARA) 2025 Biennium has a MARA Data

Project including housing data (some also lined on the interactive data tools

page), available at https://leg.mt.gov/lfd/mara-data-project/.
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