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INTRODUCTION / PURPOSE   

A.  The 1602 Program is an outgrowth of the IRS Section 42 

program.  The purpose of this LIHTC Compliance 

Monitoring Conference is to review the DBAS  and Federal 

requirements and guidelines for compliance with this 

program. 
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Steven Rosenblatt, President  

Spectrum Enterprises  

ñThe Price of Credits (or grants) 

  is Complianceò .  In other 

words, the grant proceeds are 

not free.  There are strict 

guidelines to be followed and 

penalties for failure to comply 
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TRUE CASE STUDY 

Å30 unit project opens in 1992 with a $1.3M 

credit allocation. 

ÅPhysical condition is sub-standard but not 

terrible. 

ÅFiles are poorly documented but tenants 

are clearly low-income. 

ÅIRS audits and recaptures over $1.3M!! 
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LOW-INCOME HOUSING TAX CREDIT (LIHTC) 

PROGRAM   

A. Congress created the LIHTC program in 1986 

B. Dollar-for-Dollar Credit against tax liability for 

10 years to any entity that owns the Tax Credits 

and complies with the regulations 

C.  Most successful housing program in history 
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LOW-INCOME HOUSING TAX CREDIT (LIHTC) 

PROGRAM  

D. Has produced more than 2,000,000 units ï more than all 

other federal programs combined 

E. Most complex program in the history of housing 

F. ARRA 2008 Exchange program instituted to aid the  

   LIHTC program ï essentially exchanges 

   credits for cash. 
 
G. Grants can be lost or recaptured if program 
     regulations are violated 
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KEY PLAYERS AND ROLES   

A.  Internal Revenue Service (IRS) 

1. Congress put the IRS in the role of issuer and regulator 

2. LIHTC is the only Housing Program in IRS Code 

B.  DBAS - Housing Credit Agency (HCA) 

1. Allocating and Compliance Monitoring Agency 

2. DBAS may also be Mortgagee 

C.  DBAS or an agent will be responsible for insuring that projects 

comply with all regulations. 
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KEY PLAYERS AND ROLES   

D. Owners - ultimately responsible for compliance 

E. Management Agents - ensure compliance  

F. Site Staff - critical to success of the program 

G. Limited Partners, Investors and Syndicators 

 1.  Not applicable to the 1602 program 

H. Legal Tax Counsel and CPA Advice 
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IRS CODE AND REGULATIONS   

A. Rules for LIHTC program embodied in Section 

42 of the Internal Revenue Code 

B. 1.42-5 Compliance Monitoring Regulations 

implement requirements of Code used for 

enforcement 

C. Revenue Rulings, Revenue Procedures, Private 

Letter Rulings and Technical Advice 

Memorandums provide changes and clarification 

to original regulations 
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IRS CODE AND REGULATIONS   

D.   HUD Handbook 4350.3 

1. Sets forth rules for determining household 

eligibility and verification of income and 

assets 

2. Training highly recommended 

E.   DBAS Compliance Monitoring Handbook  - will 

explain required procedures.  Similar to this program. 
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NON-COMPLIANCE REPORTING 

ÅGenerally IRS Form 8823 is used to report 
and record issues. 

ÅIssued by DBAS to the owner of the 
project. 

ÅDesigned for use with the LIHTC program. 

ÅLists building and owner information as 
well as the specific infraction. 

ÅIRS 8823 Guide gives line-by-line 
explanation. 
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To Understand 

Compliance 

you Must 

Understand 

Allocation ! 
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ALLOCATION TOPICS  

A. Qualified Allocation Plan 

1.Funds generally awarded by each stateôs 

Housing Finance Agency 

2.The QAP sets Agencyôs criteria for determining 

who receives allocations 

3.Requirements must comply with federal 

regulations 
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ALLOCATION TOPICS   

B.Competitive Credit Allocation Round             
 

1.State agencies permitted to award per capita 
grant amount  

a. Floor amount for small states and 
territories 

2.DBAS received approximately $9M in 

funds 

3.Awards made to projects that are eligible 

based on DBAS QAP 
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ALLOCATION TOPICS   

C. Eligibility  

1.Allowable projects  

a. New construction of a building 

b. Substantial rehabilitation 
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BASIC COMPLIANCE PROCEDURES   

1.Within two years of the PIS date each 

project should be reviewed by the Agency. 

2.Thereafter each project is reviewed on a 

three-year cycle. 

3.Review consists of a file review and a 

physical inspection. 

1.20% (minimum 3) of the total units.  
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BASIC COMPLIANCE PROCEDURES 

 
 ANNUALLY ï Submitted to DBAS  

1. Each owner must file an Owners 

Certification where they state that they 

are (or are not) in compliance with the 

program. 

2. Each owner must submit certain income 

and demographic information on each 

tenant. 
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 How is the 
Grant 

Amount 
Calculated?  

 

Qualified Basis LIHTC 
Calculated.pdf  
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