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Connecticut Housing Finance Authority Board Initiates Requirement That
All Receiving Housing Development Funding Undertake Efforts

to Employ Very Low Income Persons

“Everyone should make some effort!”

Background

The mission of the Connecticut Housing Finance Authority (“CHFA”) is to alleviate the shortage of
housing for low- and moderate-income families and individuals. It does so through financing home
purchases by qualified first-time homebuyers and financing the development and preservation of
affordable rental homes.

Financing the development of affordable rental homes also contributes to the state’s economy, providing
employment in the construction sector as well as in related development and professional services and the
generation of revenue for the State’s General Fund. Since the onset of the current recession these impacts
have taken on added importance.

CHFA supported the implementation of the American Recovery and Reinvestment Act of 2008 (ARRA)
by managing both the Section 1602 Tax Credit Exchange Program (TCEP) as well as the Tax Credit
Assistance Program (TCAP) to spur economic activity and provide jobs.

During implementation the CHFA Board became aware that the Federal Department of Housing and
Urban Development (HUD), in the interest of expediting the investment of TCAP funds to meet strict
deadlines, had waived the application Section 3 of the Housing and Urban Development Act of 1968 to
TCAP funds.

Section 3 requires that recipients for federal funding through a range of HUD housing assistance
programs undertake efforts, to the greatest extend feasible, to provide employment and other economic
opportunities to low and very-low income persons.

During public hearing held by the CHFA Board on CHFA plans for the investment of TCAP funds,
housing advocates supporting Section 3 urged CHFA to apply Section 3 to TCAP investments in
Connecticut despite the HUD waiver. CHFA declined to do so, but several Board members expressed a
strong desire for more deliberate consideration of such employment requirements at a later date.

CHFA Board Calls for a New CHFA Policy on Employment in the Development of Affordable
Rental Housing

Based on the desire and interest of CHFA Board members the staff embarked on a review of various
Federal, State and local requirements that call for the employment of low income persons in the
development of affordable rental housing.

The review found that Federal Section 3 applies to many developments typically financed by CHFA by
virtue of their also receiving assistance through various Federal assistance programs subject to Section 3.
It was also noted that municipal governments, particularly larger towns with significant low income
populations and higher unemployment, often apply their own requirements for the employment of local
residents in construction of affordable housing.
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The review also noted that it was possible, based on the sources of the funds and the location of the
development, to have CHFA finance the development of affordable rental housing upon which there were
no requirements for any efforts to employ very low income persons or local residents.

Based on this information the CHFA Board requested that staff draft a proposed CHFA policy to reflect
the Board’s desire that recipients of funding through CHFA make some effort to employ very low income
local residents during the development of affordable rental housing.

New Policy Adopted and Implemented

Based on the purposes and direction established by CHFA Board members, the CHFA Board
subsequently discussed and adopted a policy on “Very Low Income Construction Employment” that
governs substantially all of the funding CHFA invests in affordable rental housing development. This
policy was the subject of multiple public discussions among Board and staff to ensure proper balance and
strengthen enforcement. The proposed policy was reviewed and discussed directly with the affordable
rental housing development community through CHFA’s Multifamily Housing Advisory process.

This Board-initiated and led policy development process resulted in the adoption of the following Policy
Statement by CHFA in July of 2010:

“The Connecticut Housing Finance Authority (CHFA) requires that applicants for CHFA funded
multifamily mortgages and Low Income Housing Tax Credits commit to undertake good faith efforts to
hire and train very low income persons from the area of the housing constructed or rehabilitated with
CHFA funding”

This requirement will apply when housing is developed or rehabilitated with funds provided through
bond issuance, Investment Trust Account proceeds, Community Investment Act funds and Low Income
Housing Tax Credits.

CHFA funded developments otherwise required to comply with Section 3 of the Housing and
Community Development Act of 1968 or a local government hiring program will be deemed in
compliance with this policy.”

In order to provide clarity and flexibility in the implementation of this Policy the CHFA Board adopted a
menu of “good faith efforts” which could be undertaken by funding recipients in order to comply with
this policy. The menu of options is weighted and assigned points according to degree of effort, with all
applicants required to earn a minimum threshold. Failure to undertake these good faith efforts results in
principals being barred from applying to CHFA for mortgage funding or Low Income Housing tax
Credits for a period of 12 months.

CHFA initiated implementation of this policy with the 2011 “9%” Low Income Housing Tax Credit
funding round. All recipients of mortgage and housing tax credit funding of $1 million or more are now
required to comply. It is believed that this is the only such State HFA-initiated policy of its kind.

A copy of the CHFA Policy on “Very Low Income Construction Employment” adopted by the Board in
July of 2010 is attached.












