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Who is the Office of Inspector General?

» The Office of the Inspector General became
statutory with the signing of the Inspector
General Act of 1978 (Public Law 95-452) on
October 12, 1978.

» The OIG is an independent office within HUD and
the Inspector General is an independent official
appointed by the President.

» As an independent official appointed by the
President, the Inspector General (IG) is free from
undue influence or constraints.



The Inspector General is
Authorized to:

» Initiate, carry out and complete audits and
investigations of HUD programs and
operations.



The Office of Inspector General:

» Promotes the integrity, efficiency and effectiveness
of HUD programs and operations to assist the
Department in meeting its mission.

» Detects and prevents waste, fraud, and abuse.

» Seeks administrative sanctions, civil recoveries and/
or criminal prosecution of those responsible for
waste, fraud and abuse in HUD programs and
operations.



HUD Inspector General
Office of Audit

2.

%3\\\\\2”@%@>



Responsibilities of the Office of Audit

» Conduct independent and objective audits of HUD programs
and operations.

» Promote economy, effectiveness and efficiency within HUD.
» Prevent and detect fraud, waste and abuse.

» Review and make recommendations regarding existing

and proposed legislation and regulations relating to HUD
programs.

» Keep the HUD secretary and Congress fully informed of
problems in HUD programs and operations.



The American Recovery
and Reinvestment Act of 2009

The Office of Management and Budget spells out the Office of Audit’s
primary audit objectives in its “Initial Implementing Guidance for the
American Recovery and Reinvestment Act” dated February 18, 20009. Its
guidance identifies these “crucial” accountability requirements.

— Funds are awarded and distributed in a prompt, fair, and reasonable manner.

— The recipients and uses of all funds are transparent to the public, and the
public benefit of these funds are reported clearly, accurately, and in a timely
manner.

— Funds are used for authorized purposes and instances of fraud, waste, error,
and abuse are mitigated.

— Projects funded under the Act avoid unnecessary delays and cost overruns.

— Program goals are achieved, including specific program outcomes and
improved results on broader economic indicators.



Recovery Act Programs

OIG considers Recovery Act programs to be HIGH RISK

**Based on dollars

*» Limited Controls - significant flexibility to the grantees to
develop their program

*» Limited Capacity

** Limited Time for Implementation - pressure to take quick
actions



Office of Audit - Plan

Due to the high risk, we plan to:

** Monitor HUD’s oversight of programs and
grantees.

** Respond to OIG Hotline complaints.
** Respond to referrals and requests.

** Review proposed program and monitoring
requirements.

¢ Perform grantee audits.



Tax Credit Assistance Program

» Funding Level - $2.25B

» Commitment Deadline — Not less than 75% within 1 year of
the enactment of the Recovery Act (by February 16, 2010).

» Spending Deadline - 75% within 2 yrs; 100% within 3 yrs.

» Eligible projects — Rental housing projects that received
LIHTCs under Section 42(h) of the IRC of 1986 during the
period October 1, 2006 to September 30, 2009.

» Eligible uses of funds — capital investment in eligible LIHTC
projects. Capital investment means costs that are included in
the “eligible basis” of a project under Section 42 of the IRC.
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Tax Credit Assistance Program

» Priority — state housing credit agencies must give priority to
projects that will be completed by February 16, 2012.

» Program income — must be recorded in IDIS and used in
accordance with TCAP requirements.

» Although TCAP funds were appropriated under the HOME
heading in the Recovery Act, HOME program requirements
(24 Code of Federal Regulations Parts 92 and 91 ) do not

apply.
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Tax Credit Assistance Program
Audit Findings

Auditees did not:

*** Ensure that all project expenditures were eligible.

** Ensure that all project expenditures were adequately
supported.

+*¢* Obtain all Davis-Bacon Act wage reports as required.

*»* Obtain all lobbying certifications as required.

¢ Accurately calculate and report jobs to the Federal
reporting website.
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» Federal law enforcement and regulatory
agencies.

» Federal prosecutors.
» State and local law enforcement.
» State regulators.




Prevention — Detection

s Ask yourself — Is paperwork making sense?

**Try to deal with people known to you.
**Check status of open files.

**Follow up on your closed files.

s*Control your “Letterhead.”
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Internet Web Sites

» Office of the Inspector General Locations:

“s*www.hud.gov/offices/oig/

» Semi-annual Reports to the Congress:

“s*www.hud.gov/offices/oig/reports/congress.cfm

» HUD-OIG HOTLINE:

s*www.hotline@hudoig.gov
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KNOW ABOUT

FRAUD or
WASTE

IN HUD-FUNDED
PROGRAMS OR OPERATIONS?
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THE OIG HOTLINE TOLL-FREE

AT
1-800-347-3735

(10:00 AnNM TO 4:30 Pnv EST)

OR

HOTLIN E@HUDOIG.GOW

O R

HUD OIG HOTLINE (GFIL)

451 SEVENTH STREET, SW

WVWASHINGTON, DC 20410
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FAX (202) 708-4829
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OIG Office of Audit - Philadelphia
Contact Information

» John P. Buck — Regional Inspector General for Audit,
215-430-6729

» David E. Kasperowicz — Assistant Regional Inspector
General for Audit, 215-430-6730

» Osiko A. Tekpetey — Assistant Regional Inspector
General for Audit, 215-430-6731

» FAX Number: 215-656-3409
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Section 1602 Recapture
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Partial credit — Allowing the applicable fraction to drop below
recapture the amount stated on Form 8609 will lead to at
least a partial recapture of tax credits.
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Section 1602 Grant Recapture

Recapture of unearned Section 1602 grants is triggered when the
drops below the greater of the
Minimum Set-Aside or the Section 1602 Percentage.
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Example #1
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Example #2
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However...

If the —as specified in the extended use agreement—
is less than the Section 1602 Percentage, then grant recapture is
triggered only when the drops below the amount

specified in the extended use agreement.
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Example #3
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Section 1602 Grant Recapture

Example: $3 million in grants

recelV Earned 1/15™ each year
$ A
Recapture

Keep $800k $2.2 million

1 2 3 45 6 7 8 9 10 1112 13 14 15
Year

NOVOGRADAC
@ & COMPANY ur



The 30% Test
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[ Okay, so how about this... ]

-------

AToeoenly ——

g

i- Debt O
Other
Expended O
| 1602

,ﬁ'e I

Needed Developer

o O

H 30%

Land and

Nanraciahla
uuuuuuuuuuu

Property

Land and
Depreciable
\ Property

=
[ | S=] |&S] ]
Ooao
O-f o

12/31/2010

Placed in
Service

NOVOGRADAC
@ & COMPANY ur



Re

v NJHMFA

i- Debt
Other

Expended O
\/
i a ’

O

!

o O

-1 30%

Land and
Depreciable
\ Property

> ) -
I
Needed Developer D;Z?;jc?gb(,j!e
Sources Property 0 =‘= 0
Placed in

NOVOGRADAC
@ & COMPANY ur




Section 1602 Recapture
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The income limits for my tax credit
property will not go down next year

Phase 2 of my tax credit property that
just placed in service this year may
have LOWER limits than phase 1
that was built last year







Income Limits

OlIncome limits for LIHTC properties
“neld harmless”

OProjects placed in service in 2008 or

earlier have a HERA special option

ORural option not relevant in NJ

OStarting point-

O the year the first building in the project
places in service

OLimits are now project specific




As far as the law Is concerned, a
100% LIHTC project is exempt from
Income recertifications







Recertification

O 15t year recert required by NJHMFA

ODue diligence with move-in more
Important than ever!!!

O Student status must be checked
annually

OAnnual recertifications always
required for properties with market
units




For fair housing reasons, it is not
permissible to ask about a
household’s disabled status at a tax
credit only project







Data Collection

OHERA now requires that data is
collected by HFA and submitted to
HUD.

OHFA'’s generally collecting from
orojects through state online
reporting systems.

ONJHMFA's Instructions to be
announced soon.







Surviving the Audit:
New Requirements under HERA and ARRA

Tax Credit Assistance Program (TCAP)
and
Section 1602 Cash in Lieu of Credits Tax Credit Exchange (TCX)

Governor’s Housing Conference
September 29, 2010




Update on TCAP and TCX

TCAP -561,243,670

1,261 units

17 projects

Average loan amount -$3.5M
34.8% expended as of 9/24/10
DEADLINES:

75% expended by 2/16/11
100% expended by 2/16/12

TCX - $123,486,161
Exchange - 919 units, $87.6M

Subsidy - 650 units, $35.8M Bailey Corner, 91 units
Woodstown/Pilesgrove

22 projects

/ /

46.14% expended as of
DEADLINES:
30% of adjusted basis expended by 12/31/10 (Interim Final Rule)

100% of TCX funds expended by 12/31/11

laWialWV,| 1 N
9/24/10



Reporting TCAP Accomplishments

Report in Integrated Disbursement and Information System (IDIS)
e Within 90 days after last draw

e Sources of Funding

e Period of Affordability

Total Units and TCAP-Assisted Units
* Energy Star
e 504 Accessible Units
* Persons with HIV/AIDS
And Chronically Homeless
* Homeless Persons and Families
And Chronically Homeless

HUD has adopted the Federal definition which defines a chronically homeless person as “either (1) an unaccompanied
homeless individual with a disabling condition who has been continuously homeless for a year or more, OR (2) an
unaccompanied individual with a disabling condition who has had at least four episodes of homelessness in the past
three years.”

In its definition of a chronically homeless person, HUD defines the term “homeless” as “a person sleeping in a place
not meant for human habitation (e.g. living on the streets, for example) OR living in a homeless emergency shelter.”




Reporting TCAP Accomplishments

Beneficiaries
* Number of Bedrooms (SRO/Efficiency — 5+) e # of persons in unit
e Total Monthly Rent * Type
* % Median Income (0% -30%, 30+ - 50%, 50+% - 60%) - Single/Non-Elderly
e Hispanic/Latino? - Elderly
* Race - Single Parent
- White - Two Parents
- Black/African American - Other
- Asian * Type of Assistance
- American Indian/Alaskan Native - Section 8
- Native Hawaiian/Other Pacific Islander - HOME TRBA
- American Indian/Alaskan Native and White - Other federal, state
- Asian and White or local assistance
- Black/African American and White - No assistance

- Amer. Indian/Alaskan Native & Black/African American
- Other/Multi-Racial

Beneficiaries

Household

Delete | *Unit # (tip) | *# of Bedrooms *Occupant | *Total *%% Median *Hispanic/ || *Race *Sjze (tip) *Type *Assistance Type
(tip) Monthly Income Latino
Rent

1 bedroom Tenant s 500 || 30+ to 50% No Asian 2 persons Two Parents No Assistance

Unit Count:

Delete | |Add Another |




