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  LIHTC QUALIFIED ALLOCATION PLAN
For the Period Beginning January 2000 and Thereafter

Administrative Authority

The Low-Income Housing Tax Credit Program was created under the provisions of the Tax Reform
Act of 1986 to encourage the development of rental housing for low-income households.  The
Oregon Housing and Community Services Department ("Department") by Executive Order EO-87-
06 from the Governor is the designated administrator of the Low-Income Housing Tax Credit
(LIHTC) Program with the responsibility of allocating the State’s annual per capita and non-
competitive credit authority in accordance with an approved Qualified Allocation Plan.  Section 42
of the Internal Revenue Code ("IRC"), as amended, specifies the requirements for said Qualified
Allocation Plan.  The Department shall further administer the Program in accordance with OAR
Chapter 813, Division 90, and shall maintain a record of allocations and the balance of Credit
Authority remaining for each calendar year.  The records shall account separately for Credit
Authority set-asides under OAR 813-90-025.

This Qualified Allocation Plan constitutes a revision of the Qualified Allocation Plan previously
approved on February 18, 1999.  Public hearings to gather comment on the plan were held on
September 27, 1999 in Grants Pass, September 28, 1999 in Portland and September 29, 1999 in
Hermiston, after appropriate notice as required by law.  A summary of comments from the public
hearings and Department action is included as Exhibit H. 

Pursuant to ORS 456.555(6)(a), the State Housing Council (the “Council”), with the advice of the
Director of the Department, sets policy and approves or disapproves rules and standards for housing
programs of the Department.  The Council’s Oregon Affordable Housing Policy Statement that
outlines these principles, is included in Exhibit J.)  The revised plan contained herein was approved
by the State Housing Council on December 10, 1999.  The Honorable John A. Kitzhaber, Governor
of the State of Oregon, approved this Qualified Allocation Plan on December 29, 1999.

This plan is effective as of January 1, 2000.
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Introduction

Overview of the Credit
Introduction
The Low Income Housing Tax Credit (LIHTC) was enacted by Congress to encourage new
construction and rehabilitation of rental housing for low income households.  In establishing the tax
credit incentive, Congress recognized that developers may not receive enough rental income from
a low income housing development to: 1) cover the costs of developing and operating the project,
and 2) provide a return to investors sufficient to attract the equity investment needed for
development.  To spur investment, Congress authorized the states, within specified limits; to allocate
tax credits to qualifying housing projects.  The credits may be shared among owners (equity
investors), much as income and losses are shared among business partners for tax purposes. 
Generally, the investors are recruited by syndicators, and ownership rights are controlled by limited
partnership agreements.

Administration and Types of Credit
The LIHTC program is jointly administered by the Internal Revenue Service (IRS) and state tax
credit allocation agencies, such as Oregon Housing and Community Services Department (the
�Department).  Credits are provided to states to allocate to eligible affordable housing projects. 
Currently, each state is allocated annually tax credits in an amount equal to $1.25 per state resident.
There is a move in Congress to increase this annual amount.  Should this effort be successful, this
document will be automatically amended to govern the higher allotment. These credits are
considered to be under the State’s per capita credit authority and are a limited and scarce resource.
 Oregon is also provided with access to tax credits associated with the State�s Private Activity Bond
Authority.  These credits are not subject to the per capita credit authority but are only available to
projects that are financed using tax-exempt bond proceeds.    Credit types are more specifically
defined below:

• 9% Credits
• Reflect approximately 70 percent of the qualified basis for new construction or

substantial rehabilitation of qualified low income buildings
• Are available for the cost of a new building construction or a building substantially

rehabilitated without a “federal subsidy1”.

                                                
1 Federal subsidy is defined by Section 42 of the IRC as several forms of financing, including, but not

limited to, HOME funds (unless certain specific circumstances are present), any debt obligation the
interest of which is exempt from tax under IRC§103 or a direct or indirect federal loan, if the interest
rate is below the Federal Applicable Rate in effect at the time the loan was made, and RD Section 515
funds.
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• The 9% credit is subject to the per capita credit authority and is generally awarded
annually under a competitive application process called the Consolidated Funding
Cycle (CFC).  The 9% credit may also be awarded via other competitive processes
(such as an RFP) from time to time.

• Competitive 4% Credits
• Reflect approximately 30 percent of the qualified basis of acquired buildings that are

substantially rehabilitated, and for federally funded developments such as Rural
Development 515 projects.

• Non- competitive 4% Credits
• Reflect approximately 30 percent of the qualified basis of newly constructed or

acquired buildings that are substantially rehabilitated and financed with tax-exempt
bond proceeds.

Although the terms 9% and 4% are used, the 9% and 4% figures are approximate.  The actual credit
percentages are set on a monthly basis by the IRS.  A project can qualify for one of the three credits
or a combination of the credits.

The amount of LIHTC that may be awarded to a building is based upon the depreciable cost of the
building and the portion of the project that low income households will occupy.  The cost of
acquiring, rehabilitating, and constructing a building constitutes the building’s eligible basis.  The
portion of the eligible basis attributable to low income units is the building’s qualified basis.  In
general, the qualified basis excludes the cost of land, obtaining permanent financing, rent reserves,
syndication and marketing.  The applicable percentage (that is the 9% and 4% approximations) of
the qualified basis may be claimed annually for 10 years as the low income housing tax credit.

Overview of the Credit Allocation and Review Process
Under Section 42 of the Internal Revenue Code, the Department is responsible for determining
which applicants should receive the tax credit and the dollar amount of credits each should receive.
 In making these determinations, the Department must consider housing needs and costs in
accordance with general guidance from the IRS.  Housing needs are intended to include
consideration of such matters as the availability of low income housing over extended periods of
time and other issues as they apply throughout the state of Oregon.  To ensure that no more tax
credits than necessary are awarded to a project, the Department is required by the IRS to evaluate
such factors as cost reasonableness of a development and the sources and uses of project funds.

Once credits have been awarded to a developer, the developer typically sells the credit to private
investors.  The private investors use the credits to offset taxes otherwise owed to the federal
government.  The money private investors pay for the credits is paid into the project as equity
financing.  This equity financing is generally used to fill the gap between the development cost of
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a project and the non-tax credit financing sources available, such as mortgages, that could be
expected to be repaid from rental income.

Owners must place the project in service no later than 12/31 of the allocation year (for competitive
projects), unless a Carryover allocation is obtained.  If a Carryover allocation is obtained, the project
must be placed in service no later than 12/31 of the second year following the original allocation.
Investors can claim the credits for each year of a ten year period (called the “credit period”) as long
as the project is operating in accordance with the representations made to the Department in
its application for credits and in accordance with IRS regulations.  Individual and corporate
investors attach an IRS Form 8609 (initially obtained from the Department in the first year of placed
in service), “Low Income Housing Credit Allocation Certification” to their income tax returns when
they claim the credits.

Once a project has been placed in service, the Department is responsible for monitoring the project
for compliance with state and federal requirements concerning household income, rents, project
habitability, resident services and other requirements as represented in the application, Declaration
of Land Use Restrictive Covenants and other agreements.  If noncompliance is not corrected, the
Department must report the event of noncompliance to the IRS and the IRS may recapture or deny
credit for previously used or issued tax credits.  The IRS issues regulations on monitoring
requirements that the Department follows.  These regulations are described in the Tax Credit
Compliance Guidebook (available from the Department upon request).  The IRS is expected to adopt
the Final Rule as published in the January 8, 1999 Federal Register.  The Compliance Monitoring
and Miscellaneous Issues Relating to the Low Income Housing Credit will become immediately
effective at that time.  The Final Rule is included in this document as Exhibit K.

To apply for tax credits, a developer must submit a detailed proposal to the Department on the form
prescribed.  The specifics of the application contents are available through the Department and
generally are the following:

• Description of the housing project proposed, including the total number of units and the
number expected to be LIHTC units

• Sources and uses of funding
• Development costs
• Operating expenses and income
• Project need, market and resident services
• Other information as identified in the application

To qualify for consideration for credits a project must:
• be residential rental property
• make an election to restrict both rent and income as follows:

• Rent:  restrict rents (including utility charges) for tenants in low income units to 30
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percent of either the 50 percent area median income as adjusted for family size or the
60 of area median income as adjusted for family size.  Rent may be further limited
based upon the limitation selected and other representations made in the application
to the Department.

• Income:  maintain at least 20 percent of the available units for households earning up
to 50 percent of area median income as adjusted for family size, or maintain at least
40 percent of the available units for households earning up to 60 percent of area
median income as adjusted for family size

• maintain habitability standards,
• if the project involves rehabilitation, there must be expenditures of  at least $3,000 per

unit or 10 percent of the unadjusted basis of the building, whichever is greater, and,
• operate under the program’s rent and income restrictions for a minimum of 15 years for

projects placed in service before 1990 and for 30 or more years for later projects pursuant
to extended use agreements.

The Department application process was created in accordance with the requirements of Section 42
of the Internal Revenue Code to select proposals for tax credits awards.  The application process is
more fully described later in this document. The Department may not award more credits to a project
than are required to make the project financially feasible.  In evaluating projects, the Department
must consider any proceeds or receipts expected to be generated through tax benefits, as well as the
reasonableness of development hard and soft costs.  In general, the IRS expects the Department to
compare the proposed project’s development costs with the non-tax credit financing, both private
and public.  The difference between the costs and the sources to finance the costs, is the financing
gap.  Tax credits may be used, up to a ceiling, to attract the equity investment to fill this gap.

Summary
The LIHTC encourages increased affordable rental housing for low income populations by requiring
that project owners adhere to below market rents and tenant income restrictions in exchange for an
award of a reduced federal income tax liability. 
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Administration Procedure

Plan Overview
Oregon’s Low-Income Housing Tax Credit Qualified Allocation Plan (QAP), establishes the
administrative process governing the allocation of federal housing tax credits to qualifying
developments that address low income housing priorities throughout the state.   This process will
be described on the following pages, and will cover the following topics:

• General Administration procedures
• Application process
• Allocation procedures
• Policies specific to LIHTC
• Compliance process

General Administrative Procedures
Housing Priorities, Site and Design Criteria
The QAP utilizes housing priorities pertinent to Oregon as designated by the State of Oregon
Consolidated Plan (CP), local jurisdiction Consolidated Plan, or their successor documents in
accordance with Department of Housing and Urban Development’s (HUD) unmet housing need for
the application period, and other information that can demonstrate verifiable housing and community
needs and priorities.

Projects which receive Low-Income Housing Tax Credit Allocations will be constructed and
rehabilitated in accordance with the Department’s architectural standards (stated as policies and not
as specific requirement) as outlined in Exhibit A, as well as all applicable local, state and federal
laws. Competitive tax credits will not be awarded without the Department’s architectural review and
design concurrence.  If published Department architectural standards are met, the Department may
award non competitive tax credits without final Department architectural review at the Department’s
discretion.   If published Department architectural standards are not met, the Department will enter
into a dialogue with the project sponsor to determine how and if these variations from standards are
appropriate.  Program requirements also include, but are not limited to, the Federal Fair Housing Act
Amendments of 1988, which provide specific guidelines for multi-family dwellings with respect to
minimum accessibility, adaptability and prohibition of discrimination.  Project sponsors will be
required to obtain a preliminary certification as in Exhibit B from their architect, which must be
included on the architectural drawings indicating that the project design meets local, state and federal
laws.  At the end of the construction period, an "As-Built" architectural certification as in Exhibit
B will be required before the Department releases "Low-Income Housing Credit Allocation
Certification," IRS Form(s) 8609.  The Department assumes no responsibility to inspect
developments for compliance with the above-stated construction standards and laws.  Department
staff will retain the right to visit developments during the construction period, and sponsors must
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provide access to the development following a 24-hour notification.

Application
During the application process, all applicants for tax credit reservations must supply documentation
in accordance with specific application requirements.  All materials must be complete and delivered
to the Department by the established deadlines.

Pursuant to amended IRC Section 42, credits reserved for a project may not exceed the amount
necessary for the financial feasibility of the project and its viability throughout the credit period.  As
mandated by IRC Section 42, a project evaluation will be made for each complete application
received by the Department, and further evaluations will be conducted for tax credit reservation
recipients as they proceed through the allocation process as a means to verify eligibility and the need
for the credit allocation.

This Allocation Plan was written to adhere to the established evaluation criteria and preference
categories mandated by the federal tax credit program regulations, as amended (both proposed and
final).  All applications will be reviewed under a similar evaluation process.  This process is
described in the Department’s Consolidated Funding Cycle application or any potential RFP.  Offers
to reserve competitive tax credits will be presented to those projects receiving the highest ranking
in accordance with the evaluation process.   Offers to reserve noncompetitive tax credits will be
presented to those project that meet all Department and federal criteria of award.

Targeted Set-asides
The Department may, from time to time, establish targeted, discretionary set-asides for projects
which target specific low-income housing needs or which have certain designated characteristics.
These set-asides will be designated in advance as a priority for the Department and will be described
in the Consolidated Funding Cycle application or through an advertised Request for Proposals.  If,
in response to applications for a discretionary set aside, the Department is not able to fully
allocate to viable applications the amount of credits designated, the Department may allocate
the remaining Housing Credits to other qualified Projects which, in its judgement, best achieve
the general purposes of the LIHTC Program.   Applications under the discretionary set-aside
must meet all application criteria.

The Department will maintain the IRS required non-profit set-aside of 10% and the Department
discretionary 15% for USDA Rural Development funded, Rural and/or Farmworker set-aside of the
per capita credit allocation.  The set-aside for Rural and/or Farmworker projects may be taken
advantage of without Rural Development funding in the project as long as the project states a
specific preference for a Farmworker population within the context of The General Explanation of
the Tax Reform Act of 1986 (H.R. 3838, 99th Congress; Public Law 99-514 (dated 5/4/87)).
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If maintaining the targeted USDA Rural Development funded, Rural and/or Farmworker set-asides
in the Department’s judgement jeopardizes the ability to effectively allocate credit during the
calendar year, the Department may at its discretion eliminate or reduce the set-asides and only adhere
to the federally-mandated level for tax-exempt organizations.

Decision Making
All LIHTC applications are reviewed by the Department staff for completeness and eligibility. 
Projects that pass staff review are presented to the Department Finance Committee or its successor.
 The recommendation of the Finance Committee is forwarded to the Department Director.  Projects
seeking additional Department funds may also require Department Senior Management Approval.
 Projects are not considered awarded credits until a Reservation and Extended Use Agreement, and
where applicable, a Carryover Agreement (for competitive credits) are executed between the project
sponsor and the Department.  These above mentioned documents are amended and superceded by
the Declaration of Land Use Restrictive Covenants, which is executed and recorded prior to issuing
the IRS 8609 forms.  The Reservation Agreement will lock in the credit rate and must be fully
executed within 60 days of receipt of the offer letter for a competitive credit project or in the month
in which the bonds are sold for a non-competitive credit project.  Failure to lock the rate at either of
these points in time will postpone the rate lock to the Placed in Service date.

Amendments & Appeals to the Qualified Allocation Plan
Upon approval of the overall plan by the Department, the State Housing Council and the Governor,
the Department may make minor and technical amendments to this Allocation Plan when changes
are necessary to administer the Low-Income Housing Tax Credit Program to effectively serve
Oregon’s low-income housing needs, and to conform with amendments to IRC Section 42.   Major
amendments to the QAP require formal approval and a public process.

If any provision of this Allocation Plan (and documents included herein by reference) is
inconsistent with the provisions of amended IRC Section 42, including any future amendments
thereto, or any existing or new State administrative rules governing the LIHTC Program, the
provisions of IRC Section 42 and/or the State Administrative Rules take precedence and the
plan will be amended accordingly.

Public Comment and Hearing Requirements
The Draft Qualified Allocation Plan is subject to a 30 day public comment period.  Opportunities
to review the Draft QAP were announced via mailing to interested parties, Department Stakeholder
mailings, and an announcement published in the Oregonian Newspaper.  Both written and oral
comments were accepted by the Department.

Comments obtained through the public comment process were assimilated into the document as
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 appropriate.  The revised plan contained herein was approved by the State Housing Council on
December 10, 1999.  Public hearings were held on September 27, 1999 in Grants Pass, September 28,
1999 in Portland and September 29, 1999 in Hermiston after appropriate notice as required by law.
 A summary of comments from the public hearing and Department action is included as Exhibit H.

Annual Credit Available: Per Capita Authority

The per capita tax credit authority as established by Congress is $1.25 per person based on
population estimates provided by the IRS. There is a move in Congress to increase this annual
amount.  Should this effort be successful, this document will be automatically amended to govern
the higher allotment. The State’s per capita tax credit authority, and any amounts of credit returned
to the Department, are allocated on a competitive basis, based upon project ratings determined during
the Consolidated Funding Cycle (CFC) application period(s) or special RFP solicitation.  Credit
awards may also be available from the State’s share of the National Pool; competitive applications
will also be used to award these credits.

Annual Credit Available: Projects Financed with Tax Exempt Bonds
If 50 percent or more of a project’s aggregate basis of buildings and land are financed with tax-
exempt bonds, the project may receive a maximum 30 percent present value credit calculated against
the project’s qualified basis without causing a reduction in the State’s annual credit authority. 
Sponsors of projects financed by tax-exempt bonds must make application for tax credits, and such
projects will be evaluated in a manner consistent with the competitive credits.  These projects will
be subject to project evaluations, and the amount of credit offered to said project will be established
by the Department and will not exceed the amount necessary for project feasibility.  Consideration
will be given to the sources and uses of the funds, any proceeds generated by reason of tax benefits,
the total financing planned for the project, and the percentage of the housing credit dollar amount
used for project costs other than soft costs.  Provided the Department approves the sponsor’s
application, a Tax Credit Determination letter will be issued stating the amount of credit available
to the project, and a Reservation and Extended Use Agreement will be executed. 

Projects financed by tax-exempt bonds that are requesting credits will be required to complete a
specific application.  Applications may be filed for projects financed by tax-exempt bonds at any
time during the year, but sponsors must allow reasonable time for review and response (generally
90 days for review and recommendation).  Projects financed by tax-exempt bonds seeking the credit
will be denied by the Department if the criteria outlined herein and presented in the required
application are not met to the satisfaction of the Department.

Reservation and Extended Use Agreement: Extended Use Period Low Income Commitment
An executed Reservation and Extended Use Agreement shall be required for all tax credit
allocations.  Projects are not considered to have credits reserved until a Reservation and Extended
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Use Agreement is executed between the project sponsor and the Department.  The Reservation and
Extended Use Agreement shall specify, among other things, a minimum applicable unit fraction
defined by IRC Section 42 (c) (1)(B) and the rent formula to be maintained for the Project to
continue to qualify for Housing Credit.

An executed Reservation and Extended Use Agreement shall be enforceable in any State court by
any individual who qualified for occupancy by virtue of the income limitation set for such buildings;
shall be binding on all successors of the Applicant; and the Declaration of Land Use Restrictive
Covenants shall incorporate the Reservation and Extended Use Agreement and shall be recorded
pursuant to State Law as a restrictive covenant.

The Housing Credit allocation may not exceed the amount necessary for the financial feasibility of
those units of the Project represented by the applicable fraction at the restricted rents specified in the
Reservation and Extended Use Agreement.  The Reservation and Extended Use Agreement shall
include a commitment to meet the applicable fraction and rent restrictions for at least 15 years
beyond the initial 15 year compliance period and may postpone for a specific time the project
owner’s rights under IRC Section 42 (h)(6) to terminate the commitment after the initial 15 year
compliance period.

Application Process
Introduction
The Department has two application processes for the award of LIHTC.  One is required for the per
capita competitive credit and the other is required for tax-exempt bond financed projects seeking the
non-competitive 4% credits.  Both applications request identical information in most respects. 
Where differences exist between the processes, the specific difference will be called out and
explained, otherwise, the information below should be considered to be applicable to both processes.

At its discretion, the Department from time to time, may request proposals for applications outside
of the normal application process for specifically identified and recognized affordable housing needs.

Basic Eligibility and Considerations for all Applicants
In order to be eligible to receive an allocation of LIHTC, a project must be considered a “qualified
low income housing project”.  To meet this test, a project must consist of residential rental
property.   For the purposes of Section 42, the definition attributed to “residential rental property”
is generally the same as applied to tax-exempt rental housing bonds.  This definition focuses on the
following issues:

• Residential rental properties must include separate and complete facilities for living, sleeping,
eating, cooking and sanitation.  Unlike the requirements for units financed with tax-exempt
bonds, certain single room occupancy housing used on a nontransient basis may qualify for the
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credit even though such housing may provide eating, cooking and sanitation facilities on a shared
basis.

• In addition to actual residential units, functionally related and subordinate facilities may be
included in eligible basis if they are available to all tenants with no additional fees attached to
them.

• A scattered site project may be treated as a single project if all units in the building are rent-
restricted.  This includes buildings which would (but for their lack of proximity) qualify as a
project for the purposes of Section 42, are owned by the same party, have a management plan
pre-approved by the Department, and are financed under a common plan of financing.

• If a building consists of both residential and nonresidential areas, the nonresidential portion will
not preclude the residential portion from qualifying for credit.  Determinations will be made on
a reasonable basis to ensure that the costs for the commercial use portion of such a mixed use
building are not in the credit computation.

• Residential rental units must be available for use by the general public in a nondiscriminatory
manner.  Definitions and authority regarding public use and discrimination are provided by the
Department of Housing and Urban Development (HUD).

In addition, for a project to qualify for a credit award, it must meet a minimum low income set aside
requirement.  The minimum set aside requirement must be met no later than the close of the first year
of the credit period for such building.

A building owner must elect and fulfill one of the following low income set asides:
• the 20/50 test: at least 20% of the units must be both rent restricted and occupied by tenants

with incomes at or below 50% of area median income as adjusted for family size (as
determined by HUD)

• the 40/60 test: at least 40% of the units must be both rent restricted and occupied by tenants
with incomes at or below 60% of area median income as adjusted for family size (as
determined by HUD)

The minimum set aside is the election that commits the building owner to a specific income level
that will serve to define low income for that building.  Under a 20/50 election, an owner that claims
100% of units as eligible for LIHTC must rent all units to households at or below 50% of area
median income as adjusted for family size in order to claim 100% of the credit.

Projects previously awarded credits that are currently in their initial compliance periods for pre-1990
projects and in their extended use period for post-1990 projects, will not be eligible to apply for
additional credits until the extended use period is over unless the additional credits will provide a
clearly demonstrable benefit to the tenants (beyond that promised in the original application).

Projects with serious construction or construction material concerns may be eligible for additional
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credits within the restriction of Section 42 and at the discretion of the Department.

Eligible Applicants
There are no restrictions on who may apply to the Department for an allocation of LIHTC, however,
project owners who have chronic and uncorrected non-compliance findings, and/or project owners
and sponsors who cannot demonstrate the capacity to fulfill requirements based upon representations
made in the awarded application, may not be considered eligible to apply for credits for new projects
until all compliance issues are resolved or a Department approved action program has been identified
and adhered thereto.

Application Period
Applicants for annual per capita competitive credits must submit a complete Application for Low-
Income Housing Tax Credits during the specified application periods with the Department’s
Consolidated Funding Cycle, or as announced by any request for proposals.  For projects financed
with tax exempt bonds, applications can be received at any time so long as costs have been, or will
be, incurred in the calendar year of application.   The CFC application rounds are published by the
Department.

Application Protocol
Project information must be submitted to the Department at each stage of the allocation process as
follows:

1. Initial Application (initial request for LIHTC award, application must be complete to be
considered);

An application fee of $25 plus $5 per unit to be considered in the applicable fraction must
accompany the Initial Application.

2. Offer to Reserve Tax Credits (made after review of the initial application); Acceptance
of this offer must be acknowledged by the applicant. 

3. Execution of Reservation and Extended Use Agreement will establish the parameters
of the LIHTC award regarding rent and income restrictions for the project.  Execution of
this agreement must be accompanied by a fee equal to 5% of the estimated annual
allocation of credits.  As discussed later in this document, the IRS Final Rule regarding
increased monitoring responsibilities may be adopted late in 1999.  Should this rule be
adopted, reservation fees may increase.  This increase is expected to move the fee from
5% to 7% of the estimated annual allocation of credits. 

4. Carryover Allocation (made if the project will not be completed in the year tax credits
are allocated but will be completed within two years of the tax credit issuance; not
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required for 4% tax-exempt bond financed credit allocations); and

5. Placed-In-Service/Final Application (once the project has received its Certificate of
Occupancy by the local jurisdiction, the equivalent local approval for occupancy, or for
acquisition and rehabilitation projects, the date of the completion of the rehabilitation).

Cost certifications prepared by a third party tax professional such as a Certified Public Accountant
or Tax Attorney in the format prescribed in Exhibit C will be required from all applicants at the time
of the Carryover application   (i.e., for the 10% test).  A cost certification is required at the Placed-In-
Service/Final application, as well.

Applications shall include but not be limited to the requisite supporting data listed below (under
Application Requirements) and completion of all forms requested by the Department.  Applicants
must pay the required Department fees as set forth in the application format at each stage of the
application process.  The Department will have the authority to request additional information from
the applicant as necessary.  Incomplete applications will not be accepted.  Sponsors who have
received credit reservations may request additional credits, if credits are available and if there is a
justifiable increase in project costs which is directly related to the project’s Eligible Basis, only in
the year that the credits are initially reserved.  Additional credits after the carryover must be awarded
competitively and costs must be incurred in the subsequent carryover year of application.  If
additional requests are approved by the Department, developer fees will be held to the same dollar
amount as reflected in the initial application.

Application Requirements
A. Application for Offer to Reserve Tax Credits shall include:

1. Complete application form, as prescribed by the Department for the type of credit being
requested, including, but not limited to:
a. Complete, detailed breakdown of estimated project costs;
b. The amount of credit requested, qualified basis calculation, elections made by the

Project owner under Section 42 and a complete breakdown of the anticipated
proceeds from the sale of tax credits;

c. Confirmation of proposed subsidies (e.g., Trust Fund, HOME, CDBG, FHLB, local
funding sources, etc.);

d. Implementation schedule, including planning, construction and lease-up;
e. Complete summary of sources of funds for project;
f. Pro forma Operating Statement with corresponding assumptions and justifications;
g. Documentation substantiating utility allowance calculations;
h. Preliminary Financing Proposals; and
1. All application materials and questions must be complete, factual and legible.
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2. Description of project, including discussion substantiating community need.  A market
analysis is required.   The Department reserves the right to verify all market information.

3. Legal description of site.

4. A detailed location map, as outlined in the application.

5. Site plan and preliminary architectural plans.

6. Evidence of initial site control (e.g., purchase agreement, option, land sale contract).

7. Evidence project is in compliance with local planning and zoning codes applicable to the
proposed use of site or evidence of application for conditional use approval, as required
by the local jurisdiction.

8. Resume of development team members.

9. Certifications or other documentation required to substantiate evaluation criteria.

10. Applicable Department fees.

11. Nonprofit Organizations (only) - Articles of Incorporation and IRS documentation
indicating tax-exempt status has been granted (IRS Form 1023 for 501(c)(3) organizations,
Form 1024 for 501(c)(9), or other organizations).

12. A Resident Services Plan for residents in the proposed Project, including a description of
how and why those services are appropriate and how those services will be integrated and
administered by management.

13. All application information must be complete, factual and legible.

14. A signed certification by the applicant attesting to the validity of the application materials
presented.

15. Completion of IRS Form 8821.

Applications under the CFC process, any RFP process and the non-competitive credit process, will
be reviewed and ranked according to an evaluation process (see the next section of this document
and most current CFC application package), and projects will be selected to receive conditional
offers to reserve tax credits. Upon issuing a conditional reservation, the Department will notify the
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Chief Executive of the designated jurisdiction where the planned housing development is located.
 Prior to receiving an offer to reserve tax credits, applicants will be required to seek community
support evidenced by: 1) a letter from the mayor/city manager or a resolution of community support
from the city’s governing body for the project(s) located within the city’s jurisdiction, or 2) a letter
from the county commission’s chairperson/county administrator or a resolution of support from the
county governing body for projects located outside of city’s jurisdiction.

Those projects receiving a conditional offer to reserve tax credits must comply with all conditions
outlined in the Offer Letter within 30 days in order to receive a tax credit commitment.  Credit
reservations offered to, but not accepted by, the Applicant may become available for distribution to
other high ranking Applicant(s).  Following the offer to reserve credits, an extension beyond the
initial 30-day period may be considered should the Department determine that there are
circumstances to warrant this consideration.

The Department may at its discretion, establish a waiting list for projects competing for per capita
credits.  Projects with high rankings that did not receive an offer to reserve tax credits during the
initial application period will be eligible to be placed on a waiting list.   Waiting list status expires
December 31 of the year for which the project sought a credit allocation (not necessarily the year of
the application).

Applications for non-competitive tax-exempt bond financed credits will be evaluated based upon
criteria similar to the CFC criteria.  While applicants will not be scored there will be an expectation
that projects meet basic standards of eligibility and community appropriateness.  Non-competitive
applicants may resubmit applications with corrections.

B. Requirements for Reservation of Tax Credits shall include:
1.  Receipt of all applicable items in A above.

2. All documentation required to evidence compliance with the Reservation Agreement
conditions, may include but are not limited to:
a) Evidence of site control/purchase;
b) Letter of community support;
c) Conditional commitment of construction/permanent financing (sufficiency to be

determined by the Department);
d) Architectural plans;
e) Evidence of compliance with local zoning codes;
f) Level I Environmental Study; and
g) Payment of 5 percent Reservation Fee.

NOTE: A Reservation and Extended Use Agreement will be required of all LIHTC applicants.
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Applicants for 4% credits in association with tax-exempt bond financing will enter into a
Reservation and Extended Use Agreement concurrent to reservation of credits by the Department
Finance Committee and meeting any conditions of award.  Applicants for 4% credits must enter into
the Reservation and Extended Use Agreement no later than 60 days from the date of the Offer Letter
or within the month the Bonds are sold.   Applicants for credits subject to the state per capita
authority will enter into a Reservation and Extended Use Agreement upon satisfaction of conditions
of CFC award as they apply to the credit allocation.  The LIHTC fee will be due and payable at the
execution of the Reservation and Extended Use Agreement in both cases.

C. Request for Tax Credit Carryover Allocation shall include:
1. Complete Carryover application;

2. Signed Reservation and Extended Use Agreement;

3. Updated summary of development costs, including updated sources and uses, operating
and income statements and other financial information the Department deems necessary;

4. Third party certification of incurred project costs to date, reviewed by a certified
accountant or legal counsel, which demonstrates to the Department’s satisfaction that the
expenditure of 10 percent of eligible project costs have been met;

5. Certification that the sponsor has purchased the property and ownership is vested in the
name of the entity requesting the Carryover Allocation; and

6. Evidence of title to the project site.

On or before December 15 (or the next business day) of the tax credit allocation year, tax credit
recipients must submit either an application for tax credit "Carryover Allocation" (if the project is
still in the construction process), or a final application indicating "Placed-In-Service" (Certificates
of Occupancy/Completion have been received and the project is ready for occupancy by tenants).

The Department may agree at its discretion to make a forward commitment into the next tax credit
year if the Department determines that it is appropriate and permitted under IRC Section 42. 
Projects receiving a "forward commitment" will be awarded credits from the State’s succeeding
year’s allocation or from other credit sources as they become available. Projects receiving (based
upon the Department’s discretion) both current year credits and a forward commitment will be
required to meet carryover for both years.

NOTE: Applicants for 4% credits in association with tax exempt bonds do not need to meet
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carryover requirements.

D. Application for Tax Credit Allocation (Placed-In-Service Projects) shall include:
1. Final application, including but not limited to:

a) Certification of all project costs;
b) Updated Operating Statement;
c) Certification of use of tax credit proceeds; and
d) Completed “Final Application Supplement” including documentation of cost

changes, updated sources and uses and a 15 year cash flow analysis.

2. Certificate of Occupancy or the appropriate jurisdiction’s Final Inspection Report
approving occupancy (indicating the project is suitable for occupancy).

3. Recording of a Low-Income Housing Tax Credit Declaration of Land Use Restrictive
Covenants.

4. Copy of Cost Certification prepared by a third party such as a certified accountant or legal
counsel.

5. Certification from the project or inspecting Architect that the project has been built in
accordance with the final plans submitted to the Department, i.e., the project is built in
accordance with all applicable local, state and federal laws, and those requirements of the
Department set forth in this Allocation Plan.  (See Exhibit B for format.)

6. Copy of Placement Memorandum, Syndication Agreement or Limited Partnership
Agreement indicating tax credit proceeds available to the project together with a
contribution schedule.

7. A 15year cash flow projection as agreed to in the Partnership Agreement.

8. Copy of on-site property management plan acceptable to the Department and permanent
lender.

9. A copy of a site map with each building identified by address and listing the units by
number to be found in each building. Please indicate the BIN number to be associated with
each building, if known.

NOTE: All LIHTC applicants are required to complete a final application. Any changes from
the original application are subject to Department approval.  It is strongly advised that this
approval be sought in advance of submitting the final application.  Any change to developer
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fee from the original application to the final application will require written approval from the
Department prior to the final application.  Approval will be at the discretion of the
Department and will not be unreasonably withheld for justifiable increases in the scope of
work, so far as the developer fee does not exceed the Department’s approved limitations.

Allocation Procedure

Evaluation Process
All projects, including those competing for set-asides through requests for proposals, and both
competitive and non-competitive credit applications, will be evaluated according to a process that
includes consideration of the State’s low-income housing priorities as designated by the State
Consolidated Plan, a local level Consolidated Plan, if applicable, (or successor document(s) to the
Consolidated Plan) HUD’s unmet housing needs, and/or other information that can demonstrate
verifiable housing and community needs and priorities, required under amended Section 42 of the
Internal Revenue Code (IRC) and any other information the Department deems pertinent to the
selection process as identified in the request for applications.  IRC Section 42 specific requirements
include:

A. Project Location;
B. Housing Needs Characteristics;
C. Project Characteristics;
D. Sponsor Characteristics;
E. Tenant Population with Special Housing Needs;
F. Participation by Local Tax-exempt Organizations;
G. Public Housing Waiting Lists; and, as a State of Oregon requirement,
H. Resident Services.

Section 42 (m)(B) further states that preference in allocating housing credits be given to:
• projects serving the lowest income tenants, and,
• projects obligated to serve qualified tenants for the longest period of time.

Department required information includes:
Market Assessment and Target Population Needs

• Documented market description
• Documented analysis of market trends
• Measurable differences in proposed rents and market rents
• Evaluation and understanding of the local need
• Housing gap addressed
• Compliance with the Consolidated Plan

Affordable Housing Solutions
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• How the solution is appropriate for the population to be served (amenities, unit sizes,
special features, etc.)

• Extent to which rents in the project are lower than market rents for the area
• Period of affordability (extensions beyond the minimum requirements)
• Project location in terms of services (commercial and social) and appropriateness of

site
• Solution meets program requirements
• Whether units are to be rented to households with net incomes not exceeding 2 times

the monthly rent.

Resident Services
• Method used to identify the specific service needs of the target population
• Description of proposed services including projected results in measurable terms
• Extent of collaboration and coordination of ongoing services after project completion

Community/Neighborhood Support
• Community awareness of the project as demonstrated by public or neighborhood

meetings or hearings
• Plan to address community concerns
• Development or service contributions by the community

Organizational Capacity
• Capacity of the sponsor/development team in relation to the scale of the project
• Prior project experience of the applicant
• Prior project compliance with program regulations
• Readiness to proceed

Financial Feasibility
• Source of financial estimates
• Reasonableness of assumptions
• Reasonableness of construction and development costs
• Reasonableness of operating cost
• Grants and tax credit program requirements
• Development fees
• Demonstrate need for Department resources

Program Considerations
• Meets specific program criteria
• Minimal impact on existing residential or commercial tenants
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• Reasonable request of program resources
• Eligible uses of resources

More specific guidelines and criteria regarding the evaluation of applications can be found
in the application format (the Consolidated Funding Cycle and/or the 4% Credit
Application).

“Threshold” Criteria
The Department has adopted “thresholds” to insure that the funds available are given to projects best
able to produce housing in a timely manner.

LIHTC applications will be reviewed for compliance with the following four  “thresholds”.   The
bond financing threshold is applicable only to 4% credit applications.    Applications which do not
meet any or all of the following criteria will receive a 25 point deduction form their score.

Bond Financing If 50 percent or more of a project's aggregate basis of buildings and land are
financed with tax-exempt bonds, the project may receive a maximum 30 percent present value
credit calculated against the project's qualified basis without causing a reduction in the State's
annual credit authority.  If the project is less than 50% financed with tax exempt bonds, the
credits may be claimed only on the portion of the project being financed by tax exempt bonds.
Sponsors of projects financed by tax-exempt bonds must make application for tax credits, and
such projects must address housing needs set forth in the Evaluation Criteria.  These projects
will be subject to project evaluations and the amount of credit offered to said project will be
established by the Department.  Consideration will be given to the sources and uses of the
funds, any proceeds generated by reason of tax benefits, the total financing planned for the
project and the percentage of the housing credit dollar amount used for project costs other than
soft costs.  Provided the Department approves the sponsor's application, a Tax Credit
Commitment will be issued stating the amount of credit available to the project.

Site Control   All applicants must demonstrate site control.  Evidence of site control can
include:  fee simple title, evidence from the local government demonstrating their intent to
transfer property, or a contract or agreement demonstrating site control, including an option on
the property.  

Zoning   Applicants must attach a letter from the local planning department indicating that the
property is properly zoned for the use intended, or the intended use is allowed with conditions
and application has been made for a conditional use permit.  Under no circumstances will
anything other than a letter from the local planning department be accepted as evidence of
proper zoning. Projects requiring zone changes or annexations do not meet the threshold.
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Site Review and Environmental Review  All applicants must complete the Environmental
Review Checklist. The Departments Regional Field Representative (RFR) will review the
information on the form during the site review.

Sponsor Characteristics
Sponsors must be able to demonstrate an understanding of the Low-Income Housing Tax Credit
Program, and proficiency with housing related development.  No sponsors with limited multi-family
experience will be excluded from the application process as long as they engage the services of
qualified development team members.  Additional consideration may be given to program sponsors
who have consistently completed their projects in accordance with representations made in their
applications, and who are maintaining their project in compliance with tax credit program policies
and procedures and federal regulations.

The Department may reject applications from previous program participants who have failed to
demonstrate proficiency with the LIHTC Program or other government-sponsored housing programs.
 The Department may also reject or discount an application from previous program participants who
have failed to complete their projects in accordance with their applications and/or certified plans
presented to the Department or other allocating agencies, who have failed to effectively utilize
previously allocated tax credits, or who have been found to be in chronic non-compliance with
program rules as evidenced by Department or other allocating agencies project monitoring.

Financial Feasibility
Tax credits for a project may not exceed the amount necessary for the financial feasibility of the
project.  Financial feasibility analysis will include a comparison with current market costs and an
assessment of the reasonableness of projected cost components and operating expenses.  The
financial feasibility evaluation may also reward projects that show evidence of advanced progress
by meeting part or all of the tax credit commitment process.  The Department’s project evaluation
will utilize common lending standards and underwriting criteria for evaluating multi-family projects.

Architectural/Site Review
The Department has adopted design/construction and renovation standards for all LIHTC projects
(see Exhibit A).  Aesthetically pleasing, functional site and unit designs, and cost-effective design
alternatives are encouraged.   The Department seeks to fund projects that can demonstrate an ability
to sustain affordability in part through the durability of construction materials, degree of
rehabilitation, construction techniques and project design.  Changes to architectural designs made
after the award or reservation of credits must be approved by the Department.

Long-Term Affordability
Additional consideration will be given to projects which agree to an extended use period beyond the
minimum 30 years.  This obligation does not release owners from the Extended Use commitment
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under IRC Section 42 regulations for 15 years beyond the initial 15-year compliance period for a
total of 30 years.

Resident Services
Sponsors are required to develop resident services appropriate to the needs of the tenant populations
to be housed in their projects.  Project evaluation will reward projects offering appropriate resident
services.  Sponsors are encouraged to build services provisions into their operating expenses.

Project Denial
The Department reserves the right to disapprove any application for tax credits if, in its judgment,
the proposed project is not consistent with the goals of providing decent, safe and sanitary housing
for low-income persons as set forth in the Department’s enabling legislation or the project does not
meet the requirements of IRC Section 42 as amended and all regulations promulgated thereunder.
 The Department may impose additional conditions on project sponsors for any project as part of the
credit reservation process.

Revocation or Reduction of Housing Credit
The Department may revoke an offer of a credit allocation or may terminate a Reservation and
Extended Use Agreement if the Department determines that:

• the proposed project owner will not obtain a construction loan or building permit, or close
its equity agreement in a timely manner;

• the proposed project has not made adequate progress toward Carryover requirements;
• the proposed project will not be placed in service by the date mutually agreed upon;
• the proposed project financing is not committed as indicated;
• the applicant has submitted misleading or false information in the application to obtain

funds or in other correspondence with the Department;
• or other just causes at the Department’s discretion;
• the project does not fulfill the representations made in the application and no attempt to

contact the Department to describe the situation has been made.

The Department may reduce the allocation amount identified in the Reservation and Extended Use
Agreement prior to the issuance of the Declaration of Land Use Restrictive Covenants or Form 8609
if:

• upon analysis, the amount of credit originally assumed appropriate is in excess of the
amount needed for financial feasibility,

• there has been a reduction in basis,
• the tax credit rate has changed since the original application and the rate was not locked at

the Reservation and Extended Use Agreement.

The Department may revoke a reservation of credits if the Department, in its discretion believes, that
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more than 10% of the total estimated project costs will not be expended by December 15 of the
calendar year in which the Carryover Allocation is made, or that the project will not be placed in
service within two years following the calendar year in which the a Carryover Allocation is made
or by the dates mutually agreed upon.

Additional Considerations
Additional considerations that will be used to evaluate proposed projects include, but are not limited
to:

• Projects which are located in Urban Renewal Neighborhoods where the renewal program
addresses  housing,

• Projects which include a mix of Low-Income and Market-Rate units if such a project
supports local priorities and the market units enhance financial feasibility.

• Projects designed with units to accommodate special needs populations (disabled or
homeless).  Projects serving as transitional housing for homeless persons in accordance
with the McKinney Act.

• Projects that have already obtained private grants or other state or federal housing assistance
program subsidies (e.g., CDBG, HOME, FHLB Affordable Housing Program, Trust Funds,
etc. with copies of award/commitment must be attached to the application.)

• Projects with a significant number of units designated as units which restrict rents to 50
percent or less of the area median income rent level and serve income categories at or below
50% AMI.

After thresholds have been met, applications will be evaluated by Department staff in categories as
described in the CFC application package.

After projects are evaluated and ranked in order of their score, they will be presented to the
Department Senior Management and/or Finance Committees.  The Senior Management and/or
Finance Committee will provide a recommendation to the Director.  Non-competitive applications
will be evaluated based upon the same criteria, and presented to the Department Finance Committee
for recommendation to the Department Director.

Project Evaluation for Appropriate Credit Amount
Project evaluations will be conducted to determine the appropriate amount of tax credits for which
the project is eligible.  Pursuant to amended IRC Section 42 of the Internal Revenue Code, the
amount of credit available for a project may not exceed the amount necessary for its "financial
feasibility."  Regulations require that allocating agencies conduct these evaluations at three specific
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times to determine the amount of applicable credit:

A. Upon receipt of the Consolidated Funding Cycle Application, or Initial 4% Credit
Application;

B. Prior to providing a Tax Credit Carryover Allocation; and
C. No earlier than 30 days prior to awarding the Tax Credit Placed-in-Service Certification,

before the issuance of IRS Form(s) 8609.

During each evaluation, the Department will determine the amount of credit to be reserved,
committed or allocated by considering the following components of each project:

1. Total project costs.
2. Funding sources available to the project:

a) Loans
b) Grants
c) Tax Credit Proceeds2
d) Owner Equity3

3. Percentage of the housing credit dollar amount used for hard costs (actual construction
costs, including builder's and contractor’s fees).

4. Projected operating income and expense, 15 year cash flow and tax benefits.
5. Maximum tax credit eligibility.4

                                                
2 The Department will use current market guidelines, as well as sponsor representations,  to estimate proceeds

anticipated from the sale of tax credits.  A copy of the Placement Memorandum or Syndication Agreement must
be provided to the Department no later than the date upon which the sponsor applies for Placed-In-Service
allocation.  If said document has not been finalized, a draft Placement Memorandum or Syndication Agreement
or Limited Partnership Agreement will be acceptable.  When actual proceeds are determined, there may be an
adjustment to the credit reserved or committed.  Credit will not be increased beyond the amount originally
reserved unless application amendments are submitted and the request successfully competes for an additional
award, or, in the case of non-competitive credits, the request is reviewed and approved by the Department
Finance Committee.  Tax credits will not be allocated to projects in excess of the amount necessary to fund the
equity gap as determined by the Department using the value of the credit (expressed as a percentage of the total
10-year credit) established at the time of application.  If actual project costs or funding sources differ substantially
from the projections submitted in the application, the Department may reduce the final credit allocation or the
Owner may establish project reserves to offset the deficit for allowable purposes.  The conditions for such reserve
accounts will be determined on a case-by-case basis, and must be approved by the Department.

3 Owner equity is often in the form of deferred developer fees.  Developer fees may not exceed 15 percent of total
project cost.  The Department requires full disclosure of all fees paid to parties related to the sponsor and/or
developer.  If an identity of interest exists between the developer and general contractor, contractor profit,
including supervisory fees, may not exceed 8 percent of the construction contract, and contractor’s overhead may
not exceed 2 percent of the construction contract.  The developer fee shall include developer overhead, profit,
and consultant fees for services normally performed by the developer.

4 Additional eligible basis will be considered for projects located in HUD’s designated "Hard to Develop Areas"
and "Qualified Census Tracts," if deemed necessary for the viability of a project by the Department.  The amount
of tax credits allocated to a project will be limited by an evaluation process that examines the financial feasibility
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6. Debt Service Coverage Ratio compared to commercial lending practices.
7. Project reserves.5

Project costs will be evaluated against industry cost standards, as well as average costs from
competing projects.  The Department may request substantiating documentation.  Projects with
excessive costs will be subject to adjustment by the Department.

Allocation Limitations

                                                                                                                                                            
and public purpose of a given project.  Award of the DDA bonus for credits will be made at the Department�s
discretion.

5 Exceptions to no more than one year’s operating reserves to cover debt coverage will be allowed.  The Department
will make this determination on a case-by-case basis.  Considerations will be made for lender and equity investor
requirements.

During the application process, the following limitations shall apply:



OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT
2000 LOW-INCOME HOUSING TAX CREDIT ALLOCATION PLAN

31

A. The per capita tax credit cap for projects will be $500,000 in annual credits.  Project
sponsors, developers, or any "related entity6" utilizing Oregon’s Low-Income Housing
Tax Credit Program must comply with this ceiling.  The $500,000 project ceiling may
be waived if sufficient applications are not received and approved to utilize the full
amount of credits available.

B. Tax Credit Offers to Reserve and/or Carryover Allocations may not be transferred
without Department approval.  For projects with a nonprofit sponsor applying for the
10% nonprofit set-aside, it is required that the nonprofit applicant(s) materially
participate in the development of the project; any changes in General Partner status
without the consent of the Department may result in forfeiture of the Offer to Reserve
or Carryover Allocation. 

The Department will diligently enforce all agreements, warranties and representations
of the sponsor regarding the project, especially those made in the Initial Application as
well as those made in the Reservation and Extended Use Agreement.  Failure to perform
or demonstrate progress may jeopardize the reservation for Carryover Allocation, tax
credits previously awarded, and potential future allocations.

C. Tax Credit Reservations are made based upon representations in sponsor applications.
 Once a Reservation and Extended Use Agreement has been offered or executed, written
approval for any changes to the project must be obtained from the Department.  This
approval shall be made in a timely manner and will not be unreasonably withheld. 
Changes requiring such approval include but are not limited to:

• Changes in the project’s composition may be approved provided the project
continues to maintain an evaluation ranking equal to or greater than those
awarded to the original project.  A re-evaluation of the project is necessary if
there are material changes to the project scope or if there is a site change. 
Applicants will be required to submit an amended application, and an additional
application fee may be required.

                                                
6 An entity is a "related entity" if a relationship exists between the sponsor or developer and such entity which

would result in the disallowance of losses between related persons under Sections 267 or 707(b) of the Internal

Revenue Code of 1986 as amended.
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• Composition of the partnership.
• Lender/Equity Investor Changes.
• Changes in the unit mix or number of units.
• Changes in cost.
• Changes in management agent.
• Any others the Department in its discretion deem to be substantive changes.

D. No executive, employee or agent of the Oregon Housing and Community Services
Department or any other official of the State of Oregon, including the Governor thereof,
shall be personally liable concerning any matters arising out of, or in relation to, the
allocation of Low-Income Housing Tax Credits, or the approval or administration of this
plan.

Documentation Requirements for Projects Awarded Credits
Once credits have been offered to a project, the following documentation will be required:

• Reservation or Determination letter will be sent to the applicant and an
acknowledgment of the reservation or determination will be returned to the
Department by the applicant.

• A Reservation and Extended Use Agreement and Hold Harmless Agreement will
be executed between the Department and the applicant.

• Tax Credits fees are due and payable.
• Monthly Progress Reports will be required.
• An approved Carryover Application and Agreement will be required for

competitive credits subject to the state allocation cap.  Non-competitive credits
need not complete the Carryover paperwork.

• An approved Final Application and executed Declaration of Land Use Restrictive
Covenants will be required prior to the release of the IRS form 8609 by the
Department.

Public Records Disclosure
Sponsors may request and receive information from the Department with respect to the evaluation
of their specific project application; however, the application and related details of other projects will
not be available.  ORS 192.502(23) exempts Oregon Housing and Community Services Department
from releasing to the public the following records, communications, and information submitted to
the Department by applicants for and recipients of loans, grants and tax credits: 

• personal and corporate financial statements and information, including tax returns
• credit reports
• project appraisals
• market studies and analysis
• articles of incorporation, partnership agreements and operating agreements
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• commitment letters
• project pro forma statements
• project cost certifications and cost data
• audits
• project tenant correspondence requested to be confidential
• tenant files relating to certification
• housing assistance payment requests

The purpose of ORS 192.502(23) is to protect from public disclosure the detailed personal and
business information that applicants and businesses must submit to the state as a condition of
participating in the subsidized housing program.

In this vein, however, the Department is entering into a Memorandum of Understanding with the
IRS to share taxpayer information as it relates the Housing Credit.  This is discussed under the
section “Policies Specific to LIHTC”.
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Policies Specific to LIHTC

Policy on Material Participation By Nonprofit Organizations
For partnerships, turnkey or joint ventures that have as a general partner or co-general partner a local
tax-exempt nonprofit organization, the Department expects material participation by the said local
tax-exempt nonprofit organization to include, but not be limited to:

• Participation in developer fees and excess cash flows.  Favorable consideration will be
given to cases where non-profit participation in developer fees and excess cash flow is at
least 25 percent.  Excess cash flow will be defined here as cash flow remaining after
contractual and/or partnership arrangements for cash flow sharing are taken into account.

• Participation in project oversight and decision making, such as direct involvement in
application preparation, direct involvement in discussions for construction, bridge and debt
financing, a close working relationship with the property management firm, and tenant
selection.  The project must demonstrate an ability to further the non-profit’s charitable
mission and there should be an ability on the part of the non-profit to override any fiduciary
duty to the owners when that duty conflicts with the charitable mission of the non-profit.

• Provision of assistance that empowers the non-profit and enables it to gain expertise.
• It is further required that the said non-profit NOT be affiliated with or controlled by a for

profit organization.

Material participation of the non-profit must be demonstrated if the applicant is applying under the
10% non-profit set aside.

Project Waiting List Policy
A waiting list will be established from projects not funded during the established competitive
application process to assist the Department to fully allocate all available tax credits.  Projects will
be eligible to be on the waiting list only if:

• they were unfunded in the most recently past current year’s funding round
• they received a score high enough to be considered a viable project
• have not re-applied as a 4% non-competitive project.

Waiting list status expires December 31 of the year for which the project sought a credit allocation
(not necessarily the year of the application).

If a funded project cannot meet Carryover, or becomes ineligible for the credits for any other reason,
the next available project on the waiting list will be notified. If this project can demonstrate that it
can meet Carryover requirements, the project will be awarded credits.  Other Department funding
sources may also be awarded to activated waiting list projects based upon their availability.

Policy on the Handling of Returned Credits
Annual per capita credits returned after January 1 and prior to October 1 of any given year will be
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reallocated as follows:
• To projects with a forward commitment that can meet carryover requirements,
• To projects on an established waiting list that can meet carryover requirements,
• To projects solicited through a specific Request for Proposals process.

Policy on Applications by Sponsors Who Request Additional Tax Credits after an Initial
Award
Sponsors who receive an initial reservation of annual per capita LIHTC may request additional tax
credits, if the project has experienced an increase in costs and eligible basis exists to allow the credits
to be issued.  Requests for additional per capita credits may require an application via the
competitive funding round (CFC process).  The Department will evaluate all requests and may or
may not grant such requests depending upon the need for the additional credits, other potential
funding sources available and the availability of credits for allocation by the Department. 
Applications for additional credits must be made prior to the building(s) being placed in service.

The application for additional credits must include an explanation of the following:
A. The process used to determine the cost estimates provided with the initial and

subsequent application.
B. Justification by line item of the differences in cost between the original and the

current Uses of Financing.  (A copy of the initial Sources and Uses of Financing and
revised Sources and Uses must be attached.)

C. Other measures considered or implemented to mitigate cost increases, including but
not limited to:
• value engineering,
• other reductions in project specifications,
• rent increases to allow added debt service (as applicable for the population to be

served),
• other sources of financing examined other than Department funds (provide

documentation of denials),
• a reduction in the scale of the project and/or,
• a deferral or reduction in developer fees.

D. Contingency plans if the application is rejected by the Department.

The Department will amend and restate all program documents, including but not limited to the
Reservation and Extended Use Agreement, for all applicants who receive additional tax credits AND
for sponsors who might need a reallocation of credits for technical, legal and other reasons who meet
the 24-month project completion schedule and Carryover Agreements.

Projects previously awarded credits that are currently in their initial compliance periods for pre-
1990 projects and in their extended use period for post-1990 projects, will not be eligible to
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apply for additional credits until the extended use period is over unless the additional credits will
provide a clearly demonstrable benefit to the tenants (beyond that promised in the original
application).

Project owners who have chronic and uncorrected non-compliance findings may not be
considered eligible to apply for credits for new projects until all compliance issues are resolved
or a Department approved action program has been identified and adhered thereto.

Policy on Projects That Are Not Able to Meet the Carryover Allocation Timetable for
Project Completion
Sponsors who are not able to perform according to their project schedules for any reason after they
have received carryover allocations will be required to return tax credits previously awarded and re-
compete in the application process.

Please note that an inability to utilize previous awards is a factor in the evaluation of sponsor
characteristics and capacity.  The Department may reject applications from previous program
participants who have failed to demonstrate proficiency within the LIHTC Program or other
government-sponsored housing programs.   In addition, the Department may also reject or levy
penalty points against an application from previous program participants who have failed to
complete their projects in accordance with their applications and/or certified plans presented to the
Department, or who have failed to effectively utilize previously allocated tax credits.

Policy on Requirement for Progress Reports
In the interest of utilizing Oregon’s available credits fully, the Department will require each applicant
for whom tax credits have been reserved to demonstrate through monthly reports that the project is
making satisfactory progress towards completion.  The progress reports are required to report on
critical events and timelines such as site acquisition, meeting or failing to meet the 10% test, loan
closings, groundbreaking, construction start, construction completion, etc.  Each report must describe
the applicant's actual progress in comparison to the original schedule submitted with the application,
or any approved updated schedule.   Progress reports should also report changes in project costs
resulting from both savings and cost overruns.

Progress report forms will be made available to each successful applicant of Department resources.

Policy on a Substantive Changes
During the entire tax credit process (during application, during review and especially after award),
sponsors must keep the Department informed regarding substantive changes to the project concept
being considered.  Sponsor proposed substantive changes in the

• financing plan,
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• rent structure,
• population to be served,
• assumed or awarded reservation amount,
• credit pay-in and/or equity investor,
• development team,
• partnership composition,
• management agent, 
• or other aspects the Department deems substantive

upon which the initial analysis or approval of the application was based must be submitted to the
Department for consideration before being finalized.  Failure to report or failure to secure
Department approval of substantive changes may result in rescission or modification of the credit
reservation amount or carryover allocation and may impact future considerations of LIHTC
applications.

Subsidy Layering Review Policy
For projects which receive, either directly or indirectly, financial assistance from U.S. Department
of Agriculture Rural Development (RD) or Department of Housing and Urban Development (HUD),
the Department is required to follow guidelines established by RD and HUD with respect to the
review of the financial assistance provided to the project.  The subsidy layering review will include
a review of the amount of equity capital contributed to a project by investors, and a review of project
costs including developer fees, consultant fees, contractor’s profit, syndication costs and rates, etc.
 As part of the review, the Department may disclose or provide a copy of the application for tax
credits for a project to RD or HUD for their review and comment.  The Department will take any
other actions required of it, as set forth in the administrative guidelines and amendments published
by RD or HUD, or otherwise required by state or federal law. HUD subsidy layering guidelines were
published in the December 15, 1994 Federal Register.  Subsidy layering guidelines are attached in
Exhibit D.

LIHTC Residential Rental Property Test: Service Enriched Housing
The Department is interested in working with project sponsors to create housing that fills a need in
a given community.  Frequently, this need is identified as service enriched housing such as Assisted
Living Facilities (ALF) and other service intensive housing.  As a means to ensure compliance with
Section 42 of the Internal Revenue Code, all units, including ALFs and others, considered in basis
for Low Income Housing Tax Credits must meet the residential rental property test as follows:

• Unit must be available to the general public.  A unit will fail this test if, for instance, it is
provided for use solely by members of a social organization or by an employer for its
employees.  LIHTC regulations adopt a general use requirement similar to the HUD housing
policy governing non-discrimination as evidenced by HUD rules and regulations (See Table
A).  Therefore, preferences to certain classes of tenants (e.g., the homeless, disabled and/or
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handicapped) will not violate the general use requirement if such preference does not
violate any HUD policy governing non-discrimination.

Notwithstanding the above, any unit that is a part of a hospital, nursing home, sanitarium, lifecare
facility, manufactured dwelling park used on a transient basis or intermediate care facility for the
mentally or physically handicapped is not for use by the general public and is not eligible for credit
under Section 42.

• Unit is not used on a transient basis.  This test is met if the initial lease term for an LIHTC
unit is a minimum of 6 months.

• Residential rental property may include any facilities that are functionally related and
subordinate to the property, such as community rooms, if such spaces are available to all
residents of the development free of charge.
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Table A
HUD Prohibited Discrimination Practices

Examples of Prohibited discrimination Practices

Class Civil Rights Laws and Regulations HUD Statutes, Regulations and
Administrative Requirements

Religion, Race, Color, Creed, National
Origin

No priorities or application criteria
based upon religion, race, color, creed
or national origin.  No assigning of
minorities to designated units or
sections of a project

Sex No renting of units to single persons of
one sex and not the other

In elderly housing, no discrimination
against females/males because of
disproportionate mixture of sexes.

Age No minimum or maximum ages unless
necessary to normal operation of the
project (e.g., elderly project) or
required by State or local law.

No maximum age for elderly

Children In family housing, no discrimination
against families with children.

Class Membership No discrimination against particular
socio-economic classes (e.g., welfare
recipients, single parent households,
etc.)

Membership in Sponsoring
Organization

No priority to members of sponsoring
organization.  No discrimination
against non-members.

Handicapped No discrimination based solely upon
handicap.

LIHTC and Assisted Living Facilities or other Special Use Housing
As mentioned above, a hospital, nursing home, sanitarium, lifecare facility, manufactured dwelling
park used on a transient basis or intermediate care facility that provides significant services other
than housing is generally not eligible for credit under Section 42. (Please also see Revenue Ruling
98-47, immediately following this topic.)

However, if the following tests are met, the furnishing of services may not disqualify some of these
properties as residential rental property:
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• Services are optional.  Services may be considered optional on a facts and circumstances
basis. Services are optional if:
• payment for the service is not a condition of occupying the residential unit;

• residents have the option to decline the services, or;
• residents have the right to obtain services from an alternative provider.

Services are not optional if:
• they are continual or frequent medical or nursing services, or;
• they are required as a condition of tenancy and payment for services is not

included in the LIHTC rent (within the LIHTC rent limits).
If services are not optional and none of the other tests are met, the cost of services will
be included in the LIHTC rent calculation and the unit may not qualify as a LIHTC unit
and may be removed from basis.

• Charges for services that are not optional to low income tenants must be included in the
gross rent calculation.  In this case the combined rent and service charge cannot exceed
the maximum LIHTC rent for the unit.

An exception is made for federally assisted projects for the elderly and handicapped
(PLR 8921035).  This exception applies to facilities authorized under 24 CFR § 278 to
provide mandatory meals.  To qualify for this exception, all provisions of 24 CFR § 278
must be met.

• Supplemental payments made by a state under its SSI program directly to the owner for the
purpose of allowing low income elderly to live in assisted living facilities may be excluded
in the determination of the tenants gross rent under Section 42 if that payment is made
under a planned program of services designed to enable residents of a residential rental
property to remain independent and avoid placement in a hospital, nursing home or
intermediate care facility for the mentally or physically handicapped (Treasury Regulation
§1.42-11(b)(3)(ii)(A)).



OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT
2000 LOW-INCOME HOUSING TAX CREDIT ALLOCATION PLAN

41

Applicant Checklist: Test of Residential Rental Property for LIHTC Units
Based upon the answers to the following statements, the Department will make a determination regarding whether a unit or project
meets the test as a residential rental property.
❏ Yes ❏ No Unit is available to the general public. (If answer is no, project will not qualify for LIHTC)

❏ Yes ❏ No Unit is used on a transient basis.  (If answer is yes, project will not qualify for LIHTC)

❏ Yes ❏ No Services are optional.  Services may be considered optional on a facts and circumstances basis. Services
are optional if any one of the following are answered in the affirmative:

❏ Yes  ❏ No  payment for the service is not a condition of occupying the residential unit; 

❏ Yes  ❏ No  residents have the option to decline the services, or;

❏ Yes  ❏ No  residents have the right to obtain services from an alternative provider

Services are not optional if either of the following are answered in the affirmative:
❏ Yes  ❏ No  they are continual or frequent (such as medical or nursing services), or;

❏ Yes ❏ No  they are required as a condition of tenancy and payment for services is not included in the
LIHTC rent (within the LIHTC rent limits).

If services are not optional and none of the following tests are affirmed, the unit cannot qualify as a LIHTC unit and must be
removed from basis.
❏ Yes ❏ No Charges for services that are not optional to low income tenants are included in the gross rent calculation.

❏ Yes ❏ No The project qualifies under the exception for federally assisted projects for the elderly and handicapped
authorized under 24 CFR § 278 to provide mandatory meals.  To qualify for this exception, all provisions
of 24 CFR § 278 must be met.

❏ Yes ❏ No Supplemental payments are made by the state under its SSI program directly to the owner for the purpose
of allowing low income elderly to live in assisted living facilities.  In this case, the payment may be
excluded in the determination of a tenant�s gross rent under Section 42.

❏ Yes  ❏ No  The payment is made under a planned program of services designed to enable residents of a residential
rental property to remain independent and avoid placement in a hospital, nursing home or intermediate
care facility for the mentally or physically handicapped (Treasury Regulation §1.42-11(b)(3)(ii)(A)).
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Additional Information Regarding Services and LIHTC Eligibility

Revenue Ruling 98-47
Part I
Section 142 - Exempt Facility Bond
26 CFR 1.103-8: Interest on bonds to finance certain exempt facilities.
(Also § 145 and 103)

Rev. Rul. 98-47

ISSUE
Are the buildings described below residential rental property for the purposes of §142 and §145 of
the Internal Revenue Code?

FACTS
Complex M provides housing units on a non-transient basis for individuals who are of retirement
age or older.  All of the units in Complex M are available to members of the general public. 
Complex M is comprised of Building X, Building Y and Building Z, each of which is composed of
similarly constructed units that have separate and complete facilities for living, sleeping, eating,
cooking, bathing, and sanitation.  The cooking and eating area contains a small refrigerator, a sink,
a pull down table, and a two-burner stove with an oven.  Each unit is designed so that the stove can
be replaced with a full-sized microwave oven if the physical or mental frailties of the resident make
it imprudent to provide a functioning cooking stove.

Each resident enters into a lease arrangement with Complex M.  The amount of the monthly payment
under the lease varies according to the level of care provided in the building in which the resident
resides, with Building Z commanding the largest payment and Building X the smallest payment.  The
monthly payment is made in exchange for use of an individual unit, basic services and, with respect
to Buildings Y and Z, other services.  Under a lifetime lease payment option, residents of Complex
M may pay a fixed monthly amount for the time they reside in Complex M.  The lifetime lease
option guarantees a resident the right to move to a unit in Buildings Y or Z if the resident requires
additional care.

The basic services available to the residents in all three buildings include: laundry, housekeeping,
regular daily meals in the common dining areas, 24 hour monitored emergency call service using call
buttons and two-way communication devices located in each room of a unit, planned social
activities, and scheduled transportation to various sites in the vicinity including commercial areas,
shopping centers, hospitals and a doctor’s offices.

Building X, Building Y and Building Z each contains a separate common dining area.  The dinning
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area in each building will be used exclusively by residents of complex M and visitors of those
residents.  The size of the dining area in any building does not exceed that necessary to serve the
residents of the building and their guests.  The dinning area serves the special needs of residents and
provides the staff of Complex M and opportunity to monitor the overall well-being, nutrition, and
health of residents.

Only the basic services are made available to residents of Building X.  No other services are included
in the monthly payment.  Continual or frequent nursing, medical, or psychiatric services are not made
a available in Building X.

The basic services and the Building Y support services are made available to residents of Building
Y.  The Building Y support services are as follows: assistance by medication management
technicians in medication management and intake; maintenance of detailed medication records;
consultation with a nurse as needed about health concerns and medication plans; assistance by non-
medically certified aides each day during waking hours in activities of daily living that include
getting in and out of bed and chairs, walking, using the toilet, dressing, eating, and bathing; and
routine checks by staff members of Building Y to insure the residents general well-being.  Some
residents of Building Y have incapacitating infirmities that require continual assistance, but do not
require continual or frequent nursing, medical, or psychiatric services.  Continual or frequent
nursing, medical, or psychiatric services are not made available in Building Y.

The basic services and the Building Y support services are made available to residents of Building
Z.  In addition, Building Z is staffed in the following manner: registered nurses are on duty for 12
hours each day; licensed practical nurses are on duty for 24 hours each day; and licensed nurses aides
are available 24 hours each day.  The nurses and nurses’ aides are available to provide nursing care
for residents medical or psychiatric needs.  Thus, continual or frequent nursing, medical, or
psychiatric services are made available in Building Z.

Residents in Building X are required to move into Buildings Y or Z or another facility outside of
Complex M if, because of physical or mental disability, they require additional care beyond that
offered by Building X.  Residents in Buildings X and Y are required to move into Building Z or
another facility outside of Complex M if they require continual or frequent nursing, medical, or
psychiatric services.

LAW AND ANALYSIS
Under the general rule of §103(a), gross income does not include interest on any state or local bond.
 Section 103(b)(1), however, provides that the exclusion does not apply to any private activity bond
unless it is one of the qualified bonds under §141(e).  Among these qualified bonds are exempt
facility bonds and qualified §501(c)(3) bonds.
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Section 142(a) describes an exempt facility bond as any bond issued as a part of an issue of bonds
if 95 percent of more of the net proceeds of the issue are used to provide listed types of projects or
facilities.  Within the list, in §142(a)(7), are qualified residential rental projects.

Section 142(d) defines a qualified residential rental project as a project for residential rental property
that houses occupants who meet one of the alternative income tests at all times throughout a
qualified project period.  In the Tax Reform Act of 1986, 1986-3 (Vol. 1) C.B. 519-575 (the “1986
Act”), Congress reorganized §103 and §103A of the Internal Revenue Code of 1954 (the “1954
Code”) regarding tax-exempt bonds into §103 and §§141 through 150 of the Internal Revenue Code
of 1986.  Congress intended that to the extent not amended by the 1986 Act, all principles of the pre-
1986 Act law would continue to apply to the reorganized provisions.  2 H.R. Conf. Rep. No. 841,
99th Cong., 2d Sess. II-686 (1986), 1986-3 (Vol. 4) C.B. 686. (Conference Report).  Because no
Income Tax Regulations have been promulgated under §142(d), the regulations promulgated
pursuant to §103(b)(4) of the 1954 Code continue to apply to residential rental property except as
otherwise modified by the 1986 Act and subsequent law.

Section 145(a) describes a qualified §501(c)(3) bond as any bond issued as a part of an issue of
bonds if all of the property to be provided by the net proceeds of the issue is to be owned by a
§501(c)(3) organization or a governmental unit and 95 percent or more of the net proceeds of the
issue are used in a manner related to the exempt purpose of the §501(c)(3) organization.  Under
§145(d)(1), however, a bond generally is not a qualified §501(c)(3) bond if net proceeds of the issue
are used directly or indirectly to provide residential rental property for family units.  Section
145(d)(2) provides certain exceptions to §145(d)(1).  The legislative history of §145(d) indicates that
the phrase residential rental property for family units in §145(d) has the same meaning as residential
rental property under §103-8(b) of the Income Tax Regulations.

Under §1.103-8(b)(4), a residential rental project is residential rental property that meets certain
requirements including occupancy requirements by low-income tenants during the period when the
units must be continually rented or available for rental.  Residential rental property is a building or
structure, together with any functionally related and subordinate facilities, containing one or more
similarly constructed units that are available to members of the general public and used on other than
a transient basis.  The regulations also provide that hotels, motels, dormitories, fraternity and sorority
houses, rooming houses, hospitals, nursing homes, sanitariums, rest homes, and trailer parks and
courts for use on a transient basis are not residential rental projects.

Section 103-8(b)(8) defines a “unit” as any accommodation containing separate and complete
facilities for living, sleeping, eating, cooking, and sanitation.  The regulations note that an example
of a unit would be a separate and distinct apartment containing a living area, a sleeping area, bathing
and sanitation facilities, and cooking facilities equipped with a cooking range, refrigerator, and sink.
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Additional insight into the meaning of residential rental property can be found under §42, which
provides the low-income housing credit.  2 H.R. Conf. Rep. No. 841, 99th Cong., 2d Sess. II-89
(1986), 1983-3 (Vol. 4) C.B. 89, states that the phrase�“residential rental property” generally has the
same meaning under both §42 and §142(d).

Section 1.42-11(c) provides a distinction between residential rental properties and health care
facilities by focusing on whether frequent nursing, medical, or psychiatric services are provided to
residents.  Under that section, if continual or frequent nursing, medical, or psychiatric services are
provided to residents, it is presumed that the building is ineligible for the credit as is the case with
a hospital or nursing home.  The distinction drawn in the regulations under §42 regarding the nature
of the facility based on the frequency of nursing, medical, or psychiatric services available in the
facility is also the appropriate standard for determining whether facilities are residential rental
property for the purposes of §142(d) and §145(d).

For purposes of §142(d) and §145(d), if a facility makes available continual or frequent nursing,
medical, or psychiatric services, the facility will not be residential rental property under §142(d) or
§145(d).  In the case of a mixed use facility, the allocable portion of the facility in which continual
or frequent nursing, medical, or psychiatric services are made available will not be residential rental
property under §142(d) and §145(d).

As set forth in the facts above, Building X, Building Y and building Z each contain complete living
units within the meaning of §1.103-8(b)(8), all of the living units within the respective buildings are
available to the general public, and all of the living units are used ion a non-transient basis.  Since
Complex M also provides significant non-housing services to residents of the three buildings
(including continual or frequent nursing, medical, or psychiatric services to residents of Building Z),
the analysis must consider the nature and extent of the non-housing services.  In the case of Complex
M, the analysis must examine whether the buildings of Complex M are hospitals, nursing homes,
sanitariums, or rest homes rather than residential rental property.  For purposes of §142(d) and
§145(d), labels are not determinative.  The focus of these sections, their legislative histories, and the
applicable regulations thereunder, is whether the facilities are, in substance, residences or health care
facilities.  Therefore, the nature and degree of the services provided by the facility controls.

Significant non-housing services are made available to residents of Building X and Building Y,
including meals and various support services.  The services available to residents of Building X and
Building Y do not include continual or frequent nursing, medical, or psychiatric services although,
under the lifetime lease option, certain residents are assured that they will receive continual or
frequent nursing, medical, or psychiatric services in Building Z if required.  Thus, under the
principles set forth above, Building X and Building Y would be residential rental property.

Continual or frequent nursing, medical, or psychiatric services are made available to residents of
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Building Z in addition to the same non-housing services that are made available to residents of
Building X and Building Y.  Thus, under the principles set forth above, Building Z would not be a
residential rental property.

HOLDING
Building X and Building Y are residential rental property for purposes of §142(d) and §145(d). 
Because continual or frequent nursing, medical, or psychiatric services are made available in
Building Z, Building Z is not residential rental property for purposes of §142(d) and §145(d).

Neither Building X nor Building Y would fail to be residential rental property under §142(d) or
§145(d) merely because it was called a hospital, a sanitarium, a rest home, or a nursing home. 
Similarly, Building Z would not be residential rental property under §142(d) or §145(d) merely
because it was called an assisted living facility or an elderly care facility.

DRAFTING INFORMATION
The principal authors of this revenue ruling are Harold N. Diamond and Timothy L. Jones of the
Office of Associate Chief Counsel (Domestic) and Edwin G. Oswald of the Department of the
Treasury.  For further information regarding this revenue ruling contact Harold N. Diamond at 202-
622-3980 (not a toll-free call).
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Policy on Disbursement of Units
It is the policy of the Department that all housing credit developments have affordable units
disbursed throughout the development as well as throughout unit sizes.  Projects will be considered
unacceptable if:

• All affordable units (LIHTC eligible units) are located in one building, if a multi-building
project.

• All affordable units are restricted to one unit type (i.e., number of bedrooms or square
footage) in projects that have a variety of unit types.

Projects meet the Department disbursement policy if:
• LIHTC eligible units are located in all buildings of a multi building project.
• There are LIHTC eligible units available in all unit types.

Projects being built in phases must also meet the above disbursement policy for each phase of the
development.

Developer Fee Policy
The Department acknowledges the need of applicants to include fees which support sound
development practices and develop capacity. The developer fee includes other “soft” costs which go
into putting a project together (e.g. development consultant fees, project management fee,
developer’s overhead and profit, etc) and any developer fees chosen to be deferred.  The Department
has established a maximum developer fee of 15% on all projects.  However, the reasonableness of
fees will be evaluated based on the risk and complexity of the proposed development.  The following
is a general framework adopted by the Department to determine developer’s fee reasonableness:

Low Degree of Development Complexity
Minimal Layers of Funding
Project Size (Over 50 Units)

Minimal Involvement
Repetitive Project Plan
5-8% Developer Fee

Mid-Range Development Complexity
Average Layers of Funding
Project Size (35 - 50 units)

9 - 12% Developer Fee
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High Degree of Development Complexity
Special Needs Population

Multiple Layers of Funding
Extensive Involvement

Project Size (1 - 35 units)
13-15% Developer Fee

These are guidelines.  It is highly likely that a development may cross over two or all three
categories.  Applicants should use these tables in support of the developer fee reflected in an
application.  It is important to remember the Department is requesting sponsors to demonstrate the
reasonableness of their fees and not the minimization of fees.  Other funders will have an interest
in the reasonableness of developer fees as the fees are considered a secondary source of contingency
funding.  Other factors in determining a reasonable developer’s fee can include sponsor cash at risk,
and the cash flow projections of the project.  Higher cash investments or lower cash flows are
justifications for higher fees.  In no circumstances will fees in excess of 15% be allowed.

The calculation of developers fees as a percentage of project cost must net out the development fee
from the total project cost.  Specifically:

                                Developer Fee                                  
(Total Development Cost - Developer Fee)

Deferred developer’s fees will not be included in computations for the reasonableness of the
proposed fee.  However, under no circumstances can the combined total of deferred fees and fees
earned through the course of construction exceed the maximum of 15%.   To be included in tax
credit basis, deferred developer fees must be due and payable at a date certain.  Fees may be
paid as a cash flow loan if it can be demonstrated that the fees can and will be paid in a reasonable
amount of time (generally considered to be 10 to 15 years).  If fees are permanently contributed
to the project, they must be paid to the developer and then contributed to the project if the fees
are to be included in tax credit basis.

Developer’s fees for acquisition and rehabilitation projects will be calculated for reasonableness
on acquisition and all other costs.  In general developer’s fees will be limited as follows:

C  a maximum of 5% of the acquisition cost
C fees for all other costs including rehabilitation will be defined by the above tables. 

For example, a 60 unit project with an acquisition cost of $2,000,000 and a rehabilitation budget of
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$1,000,000 could have the following maximum developer’s fees.

Acquisition expense $2,000,000 X 5% = $100,000
Rehabilitation expense $1,000,000 X 8% = $ 80,000
Total Developer’s Fee $180,000

Applicants for complex acquisitions such as expiring use projects or projects with Uniform
Relocation Requirements (as required by the HOME Program) may be able to justify a higher
developer fee due to the complexity of the transaction.  In such instances, it is recommended that
Department approval be requested and obtained prior to submission.  Sponsors should contact their
HCS Regional Field Representative for more information. 

Changes in developer’s fees through the course of development will require the prior approval
of the Department.  Any change in fees must be justified by a change of scope of the development.
 Sponsors failing to request prior approval are at risk of Department resources being recaptured. 

The final determination of developer fee reasonableness will be made by the Department’s
Finance Committee and the State Housing Council in instances where tax credits are coupled with
other Department grants or loans in excess of $100,000.

Environmental Review Policy
All tax credit project applicants are required to complete and submit an environmental review form.
 This form is attached in Exhibit E.

Scattered Site Policy
The Department will entertain proposals for scattered site housing developed under Section 42 if the
project includes buildings which would, but for their lack of proximity, qualify as a project for
purposes of Section

To qualify the following Federally stipulated conditions must exist:
• Project must be under common ownership,
• Project must be developed under a common plan of financing,
• 100% of the units in each building must be rent restricted.

To be considered developed under a common plan of financing, the scattered site project must be
considered as a single project by all financing partners.

130% Rule
The IRS stipulates certain areas as “difficult development areas.”  These areas, published in each
application for LIHTC, allow a developer to request 130% of credits derived from the basis
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calculation.  The Department will, at is sole discretion, determine the application of the 130% bonus
to a project located in a designated “Difficult Development Area (DDA)”.  The award of the bonus
will be made based upon the amount of credits required to make the project financially feasible and
will not be unreasonably withheld. 

Eligible basis costs for new construction and rehabilitation only can qualify for this basis increase
Acquisition costs are specifically excluded by IRS code.

Rehabilitation Requirements/Replacement Reserve Policy
The Department requires all applicants for LIHTC acquisition and rehabilitation credits to
complete a thorough rehabilitation assessment.  The assessment must examine the following
major building components and describe the work necessary to bring each building component to
such a level as to maximize its expected life span:

• Roof and roof substructure
• Accessibility features
• Exterior Walls (Building envelope)
• Pest and Dry rot inspection
• Insulation
• Interior spaces:  appliances and structural elements
• Foundation
• Structure:  Basement, Substructure, Super structure, Crawlspaces
• Electrical systems
• Plumbing systems
• Heating systems
• Site:  Parking, Landscaping, Common areas, lighting, security

In addition, a replacement schedule and budget is required to describe all future work to be
done as the building ages to maintain habitability.  Both items, the Rehabilitation Assessment
and the Replacement Schedule are negotiable with Department staff to determine the final,
agreed upon, scope of work.

Deferred maintenance may be done as a part of a more substantial rehabilitation effort, but
the Department strongly discourages the use of credits solely for the purposes of addressing
deferred maintenance.

The LIHTC developments will follow a procedure that closely mirrors the process used for
Department loans.   In this process, Department representatives perform unit-by unit
inspections to verify and augment the sponsors proposed scope of work.

Because of the variation in project needs, a specific standards set will not be formally
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articulated, however, the standards imposed by the Department for acquisition/rehabilitation
projects will be goal oriented.  The goal, as stated above, will be to improve the property in
such as way as to maximize its expected life.

IRS Audit Guide Policy
The Internal Revenue Service has recently adopted a Final Audit Guide.  The Final Audit guide is
the document used by the IRS to offer the IRS examiner technical support for identifying and
developing issues related to IRC Section 42.  The guide consists of chapters covering specific
LIHTC topics and issues that describe in some detail how the Service is examining credits issues
such as basis and developer fee.  From time to time, the Department will rely upon the Audit
Guide for assistance in evaluating projects.  Developers should be aware of the contents of the
Guide.  It can be found on the Internet at www.novoco.com/audit_guide.htm or
www.irs.gov/bus_info.

Memorandum of Understanding/IRS Form 8821 Policy
As the Housing Credit Agency for the state of Oregon, OHCSD is responsible for taking and
verifying LIHTC applications from developers, as well as monitoring health and safety violations
and tenant qualifications, while the IRS is responsible for administering the program nationwide.
The IRS is the only agency that can revoke or adjust the amount of LIHTC allocated to a given
project.  Credits which were not properly used to build affordable housing are disallowed by the
IRS through the audit process.  Since disallowed credits cannot be re-used, OHCSD has an
interest in ensuring the proper usage of credits to increase the supply of affordable housing. 
Although the IRS and OHCSD share responsibility for the Credit program in Oregon, tax payer
information cannot be disclosed to OHCSD unless authorized by the taxpayer on IRS Form 8821,
Tax Information Authorization (Rev. 9-98). 

All applicants to the State of Oregon must provide with their applications a signed IRS Form
8821.  The Form is found in Exhibit M and will be made a part of all LIHTC applications. The
Form 8821 names the housing credit agency (OHCSD) as the appointee to receive tax
information.  The IRS will provide OHCSD with federal tax information relating to LIHTC,
including audit findings and assessments, enabling OHCSD to make a more informed allocation
of LIHTC.

The process:
• OHCSD will require developers to complete Form 8821 as a condition of application for an

allocation of LIHTC.  The developer will name OHCSD as the appointee to receive tax
information.  A completed Form 8821 will be forwarded to the IRS by OHCSD within 60
days of receipt.

• Pursuant to Internal Revenue Code Section 6103(c) after receiving Form 8821, the IRS
provides OHCSD with any federal tax information pertaining to the LIHTC, including
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findings and assessments, for the tax periods specified on the From.  This includes a review
of the Business Master File, revenue agent reports, and other sources of account data.

• OHCSD will ensure that information provided by the IRS under the agreement is used solely
for the purpose of awarding LIHTC and the information will be safeguarded by OHCSD to
prevent improper disclosure according to state and federal statutes.

OHCSD is in the process of entering into a Memorandum of Understanding with the IRS to share
this information.  This policy will become effective immediately upon enacting of the
Memorandum.

Project Information Release Form
The Project information release form (Exhibit L), is required by all applicants for LIHTC.  The
forms allows financial and other information specific to be released to the Department from other
project funders or potential funders.  The information collected via this mechanism is exempt
from public disclosure as per ORS 192.50 (23).

Acquisition/rehabilitation tenant certification policy.
The tenant certification process for acquisition/rehabilitation projects is a difficult dilemma.  The
Department expects the IRS to issue a Revenue Ruling on this topic during the term of this QAP.
This Ruling will supercede any QAP suggestions on this topic.  The IRS has provided vague
guidance regarding whether and when it is necessary to do initial certifications of tenant income
for both the acquisition and rehabilitation credits.  Their response was “either/or”.  The IRS did
not say that not doing income certifications at both acquisition and rehabilitation would not be
non-compliance.  Given the vagueness of the IRS interpretation, it would be most prudent to
complete certifications in a timely manner for both sets of credits.  Be advised that regardless of
the State’s opinion on the necessity of completing certification, the IRS will make their own
decision should they audit any given project.  Please consult your tax advisor regarding this issue.

Relocation Policy for all projects.
Permanent displacement or relocation due to Department funding is strongly discouraged;
however, if any relocation or displacement must occur as a result of a project applicants must
provide a relocation plan that addresses the following for review and approval by the
Department:

• Whether overcrowding exists in any of the units
• The type of displacement (permanent move or temporary move during construction)
• The process to be used to relocate tenants.  This should be fairly detailed.
• The availability of comparable units in the community.
• How the relocation will be funded
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• Indicate if there is a local policy regarding displacement and what that policy is
• Describe how work could be achieved without displacement  or relocation
• Describe how tenants with disabilities will be assisted regarding relocation or displacement
• Describe how the completed units will be affordable to tenants
• Provide copies of notices sent (or to be sent) to tenants advising them of the project and the

potential for relocation and/or displacement
• For project receiving federal funds, the Uniform Relocation Act (URA) may apply.  The

URA requirements will supercede the above.

Compliance Monitoring Policy
As the allocating agency for the State of Oregon, OHCSD is responsible for compliance monitoring
of all Low Income Housing Tax Credit projects for adherence to Section 42 as well as adherence to
conditions stated in the project application. The Department is responsible for establishing
compliance monitoring procedures and must report incidences of noncompliance to the Internal
Revenue Service (IRS). Monitoring each project is an ongoing activity that extends throughout the
Credit compliance period (at least 30 years except pre-1990 projects that have a 15 year compliance
period).   The Department is responsible to monitor not only for compliance with Section 42 of the
IRC, but also for state requirements as represented in the application for LIHTC.  Non-compliance
with state requirements is grounds for the issuance of a non-compliance finding with the IRS.

The Compliance Monitoring Process is based upon the following components:
C IRC Section 42 and promulgated regulations including the:

• Oregon Administrative Rules for LIHTC Programs
• Qualified Allocation Plan for projects with Building Identification Numbers (BIN)

beginning with OR90 and following
C The Compliance Manual
C Compliance Training Workshops
C Owner’s Certification of Continuing Project Compliance and Project Fees
C Utility Allowance Documentation
C Use of Correct Rents and Incomes
C LIHTC Compliance Forms
C Lease and Tenant Selection Criteria Review and Approval
C Tenant File Review and Project Site Inspections
C Exemptions & Special Circumstances
C Record Keeping and Record Retention
C Noncompliance/Plans to Correct Noncompliance/Form 8823
C Monitoring Fees
C Services Proposed in Application

The Department offers a Compliance Manual to interested parties and owners of Credit projects
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when projects are placed in service and a final Credit allocation is issued (IRS Form 8609).  The
manual describes specific Department compliance monitoring procedures which the Owner and
management agent must follow.   As provided in the IRS compliance monitoring regulations, the
Department has a right to review tenant files on-site and/or to perform physical inspections of
LIHTC Projects as deemed necessary throughout the 30-year compliance period (15 years for pre-
1990 projects).  The Department has chosen to review tenant files on an annual basis for 20% of the
units in 20% of all Credit projects.  The Department may in any given year decide to review more
than 20% of all Credit projects.  Random samples of both projects and units will be selected for
review each year. 

The IRS proposed rule, as published in the Federal Register January 8, 1999 and reprinted here in
Exhibit K, describes potential changes to the frequency of monitoring.  If this rule is adopted (and
it is expected to be), it will become effective immediately and the monitoring schedules for Oregon
project may change.  In addition, upon IRS approval and adoption of the final rule, monitoring and
possibly reservation fees for the tax credit program will increase.
When a project is selected, the Department will:

1. Notify the owner in writing:
a. date of the inspection; and
b. which units will be physically inspected one week prior in order to issue 24 hour

notices;
2. Perform the on-site file, property and unit inspections;
3. Inform the owner as soon as possible of any finding of noncompliance with regard to

such review.

The Department charges an annual fee to all projects during the compliance period. The fee is
currently $15 per unit per year with discounts available for 4% and RD assisted projects. The final
rule, if adopted, will increase the Department’s monitoring responsibilities by 60%.  An increase in
monitoring fees to sponsors should be expected if the rule is passed.  This increase will likely be $5
per unit per year.

More information on monitoring can be found in the Department’s Compliance Monitoring
Handbook, available from the Asset and Property Management Section at OHCSD.

Other items that will be requested by the Department as a means to track project health include:
• Audited (if available) otherwise, unaudited annual financial statements for each sponsor and

project
• Annual project operating statements showing income and expenses
• Documentation that all state requirements are being met, especially resident service

provision.  This can be done via a certification from the owner of the activities conducted
in the previous year.
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Applicable Exceptions Policy
In extraordinary circumstances relating to market and other risk factors, the Department and the
Housing Council would consider a limited number of exceptions to the administrative guidelines and
the policies stated herein, within the restrictions of Section 42 of the Internal Revenue Code.

Disclaimer
Issuance of a Tax Credit Reservation, Tax Credit Carryover Allocation or Placed-In-Service
Allocation (IRS Form 8609) by the Department shall not constitute or be construed as a
representation or warranty as to the feasibility or viability of the project, or the project’s
ongoing capacity for success, or any conclusions with respect to any matter of federal or state
income tax law.  All tax credit allocations are subject to the Internal Revenue Service
regulations governing the tax credit program, and applicants are responsible for the
determination of their project’s eligibility and compliance.  A copy of the amended Section 42
of the Internal Revenue Code (IRC) is attached in Exhibit I.  If statements in this QAP are in
conflict with the regulations set forth in Section 42 of the IRC or its amendments, the
regulations shall take precedence.  Applicants should not rely solely upon this guide or the
Allocating Agency’s interpretations of the IRC requirements relating to the tax credit.
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EXHIBITS
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EXHIBIT A
ARCHITECTURAL REQUIREMENTS

ARCHITECTURAL REQUIREMENTS
Sufficient information must be submitted to enable the Department to evaluate the project’s basic architectural design.
 When the project is a Residential Care Facility (RCF) or Assisted Living Facility (ALF), the documents must also be
approved by the Office of Health Policy, Human Resources, Department of Health Division (State Office Building, Suite
640, Portland, Oregon, 731-4091).

The following contains initial architectural requirements to be submitted with the application and the additional
requirements for developments selected to receive a reservation.  If you currently have some or all of the additional
architectural material, you may submit this with the application.  Plans should be submitted in the original size and in
all cases the drawings should be readable.  All construction or rehabilitation projects must be approved by the
Department as a condition of the reservation.

A preliminary review of the architectural plans will be conducted by the Department’s architect.  Results of the review
will be provided to successful applicants in the reservation letter.   All concerns that do not meet the Department’s
minimum architectural requirements must be addressed before the project can proceed.  The final plans review should
take approximately 2 to 4 weeks depending upon other pending reviews

When developing your project schedule, allow adequate time in your project schedule to permit the detailed architectural
review and adequate time for possible plan revisions.  If architectural revisions are required, a follow up review might
be necessary and you will want to allow time to incorporate all architectural changes to the plans prior to soliciting bids
or obtaining permits.

Projects will be reviewed and approved at two stages:
 

C Preliminary Plan Approval:  The latest time for the Department’s preliminary  review and approval is
with the submission of the application and prior to a reservation of funds. Sponsors with secured sites are
encouraged to submit schematic plans as early as feasible.
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C Final Plan Approval:  The second Department review occurs when all architectural conditions outlined
in the reservation letter have been addressed and all documents outlined under Final Plan Approval in this
section have been submitted.  No significant changes to the design or material quality of the project after
preliminary concept approval will be allowed without acceptable written justification from the sponsor and
approval by the Department. 

Note that two to four weeks should be allowed for plan reviews.

Preliminary Plan Approval
The following documents are required for preliminary design approval and must be submitted with the LIHTC
application.

C Vicinity map indicating the location of the site and amenities important to the residents such as groceries,
schools and parks and the activities on adjacent properties (e.g. single family dwellings, commercial retail
etc.), and public transportation.   Note: If appropriate, the same vicinity map required with the
environmental review checklist may be used.

C Context photos showing the property and adjacent properties.  Indicate on the vicinity map where the
photographs were taken.

C Site design and development plan with topographic data and landscape concept (1"=40’ minimum scale).
 The site plan should include:
1. Site contours or at a minimum elevations on the corners of the property and each building; and final

grading including drainage away from buildings;
2. Site features such as trees or ledges to be retained and areas of new plant materials; mechanical and

electrical equipment such as transformers;
3. All buildings with unit front entries indicated.
4. Any fencing at perimeter of site and between units and buildings; trash holding areas;
5. All paved surfaces and site lighting for streets, drives, parking areas and walkways, including required

accessibility features.

C Building exterior elevations at 1/8"= 1'0” minimum scale that includes size of building and roof lines.  It
is helpful to include a portion of the site (section view) with each elevation when the site has a slope.

C Building floor plans should be 1/8"= 1'0” minimum scale and unit plan(s) 1/8"= 1'0” minimum scale and
1/4"= 1'0” ideal scale.  Provide typical unit plans with furniture arrangements.  Unit interiors shall be
designed for maximum livability and utilization of space by residents.

C Accessibility: identify which federal, state and local codes apply to the project for accessibility
requirements and indicate on all plans appropriate accessible features.

Codes and Regulations:
1. Current edition of the Oregon Structural Specialty Code;
2. HUD Fair Housing Accessibility Guidelines (if applicable);
3. ADA Accessibility Guidelines (if applicable);
4. Uniform Federal Accessibility Standards (UFAS) (if applicable);
5. Applicable local planning and building codes.

Final Plan Approval
The following documents are required for final architectural approval prior to the start of construction:

C Architectural plans and specifications that meet the design requirements outlined below
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C Response to all of the architectural conditions outlined in the reservation letter

Architectural Design Requirements
C Site Context Design Requirements:

1. Quality Development: the project should include a multidimensional approach to site specific planning
considerations which will protect the livability and investment of the public resources.

C Site Design Requirements:
1. Buildings should be located on the site so that unit front entries are visible from the street or the

parking area used by visitors and emergency vehicles.
2. Locate units so that pathways from parking areas to units are direct and safe at night.  Avoid pathways

that pass through other residents� outdoor space or within ten feet of ground floor dwelling unit
windows.

3. Orient units so that every unit receives some sunlight during the day.
4. Provide adequate visual and sound buffers between units and incongruent uses on adjacent sites, e.g.

industrial buildings and highways.
5. Organize buildings and units so that unit fronts face unit fronts and unit backs face unit backs.
6. Design vehicular traffic and parking to minimize paved surface area and to minimize noise and safety

issues for residents, especially children.  Design roadways to discourage vehicular speed.
7. In family housing, provide one or more on-site play areas for children under six years old that are

visible from as many dwelling units as possible.  Avoid locations that require children to cross parking
lots and/or driveways to reach play areas.  Provide places for adults to sit near play areas.

8. On sloped sites, minimize the use of stairs on the pathway between parking and unit entries.  Use the
topography wherever possible to gain level entry at different floors.

9. Provide trash holding areas that are both serviceable by truck and accessible to residents.  Balance
convenience to residents with adequate separation from living areas to avoid odor problems.  Screen
dumpsters from pubic view.

10. Provide positive drainage away from all buildings to prevent flooding if storm drainage capacity is
exceeded.

11. Locate plant materials to enhance the livability of the development.  Use plants to reinforce the
separation of individual private outdoor spaces from community areas, to buffer cars from community
outdoor space and to prevent erosion and buffer noise;

12. Provide lighting on site to ensure safety of cars and residents at night.  Locate fixtures to avoid shining
into unit windows;

C Building Design Requirements:
1. Buildings shall be creatively designed with appropriate articulation is massing and roof line to be

visually appealing and compatible with the neighborhood context.
2. Siding materials shall be compatible with the project�s context.  Acceptable siding materials include

wood and composition wood lap siding, wood or composition wood panel siding with battens applied
horizontally and/or vertically, brick, stucco, or textured concrete masonry units.  Panel siding should
be delineated creatively.  Window and doors in buildings using wood and composite wood siding
shall be provided with wood or composition wood casement trim having a minimum width of 3 1/2
inches.

3. Mechanical equipment located on the roof shall be screened from public view.  Ridge vents shall be
provided on building with pitched roofs, individual roof vents may be provided on roofs facing away
from public view.  Plumbing vents shall be grouped to the maximum extent allowed by code so as to
minimize roof penetrations.

4. The main building entrance shall be clearly delineated as an inviting focal point using forms and
materials consistent with the building design.
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5. Provide every unit with its own exterior front door (except in apartment buildings with interior
corridors) with a front porch or landing of at least 25 square feet that permits personal display and
temporary placement of items being carried in and out of the unit.

6. Provide a private outdoor space of at least 6 feet by 10 feet for each unit (backyard or porch) with
direct physical and visual access from family living space.

7. Provide privacy between individual yards or patios with a screen at least four feet deep and six feet
high between private outdoor spaces.  Minimize views from upper windows and balconies of one unit
into the outdoor space or windows of another unit.

8. Wherever possible provide each unit with its own entry path.  Avoid shared entry pathways where the
residents of one unit must walk across the welcome mate of their neighbors.

C Unit Design Requirements
1. Design common living spaces (kitchen, dining area and living room) to accommodate the maximum

number of people who might resides in the unit.  For example, a dining area in a three bedroom unit
needs to be larger than the dining area in a two bedroom.  Kitchens in three bedroom units need to
accommodate more than one person in the space at the same time.

2. Design circulation through the unit to be as efficient as possible, incorporating it into living spaces,
wherever possible, without diminishing furnishability and use of rooms.  (A furnishable room is one
with uninterrupted walls and at least two corners, ideally three corners).

3. Provide a foyer or vestibule at front door of the unit so that the dwelling unit entry is separate and
distinct from common spaces.

4. Provide a circulation path between bedrooms and bathrooms that does not pass through the common
living area or other bedrooms.  Bathrooms shall not be accessed directly from common living areas,
except in studio and SRO units.

5. In three bedroom units provide a minimum of 1.5 bathrooms.  Provide two full baths in four bedroom
units.  In either case a least one bathroom shall have a tub.

6. Provide elevators in buildings of three or more stories, and in buildings of two stories that serve the
elderly and/or disabled where units are evenly distributed between floors.

7. Provide interior and exterior storage, including the following minimum:
(1) Coat closet near front door.
(2) Linen storage near bedrooms and bathrooms.
(3) Interior bulk storage (50 sq ft for two and three bedroom units; 60 sq ft for four bedroom units);

closet space in excess of the minimum may be counted toward this requirement.
(4) Bedroom closets must be a minimum of 2’ x 5’.
(5) Where appropriate exterior bulk storage of a least 20 sq ft for strollers, grocery carts, children�s

outdoor equipment at front door.  This storage may be located at the back door if it is the
primary door through which residents come and go

8. Design dwelling units to be large enough to accommodate the intended population.  Draw
typical furniture arrangements on plans to insure adequate function of all spaces.  The following
unit sizes, which do not include stairs, are recommended minimums for functionally adequate
units:

Unit Size Square Footage Minimum Requirement

SRO 175

Studio 350

One Bedroom 600
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Two Bedroom 800

Three Bedroom 1000

Four Bedroom 1250

ALF/RCF Apartments

Studio 300

One Bedroom 450

9. Configure bedroom windows, doors, and heat sources so that residents can furnish every bedroom
with two twin beds.

10. Provide natural light in every room or activity space, such as dining areas.  Kitchens and baths are
exceptions.  The availability of natural light to the units shall be maximized, and in no case shall be
less than the requirement of the current edition of the Oregon Structural Specialty Code.

11. Units shall be designed to provide an acoustically-controlled environment relative to exterior noise
as well as noise from adjacent units and public spaces.  Acoustic treatment shall comply with current
published Oregon Structural Specialty Code.  Construct common walls between apartments with
double stud wall construction to minimize structure borne transmission of sound.

12. In family housing provide a laundry area (at least washer and dryer hookups), wherever possible.
13. Provide bathrooms with ceiling exhaust fans and kitchens with range hood exhaust fans.  Connect all

mechanical exhaust systems directly to the outside.  Keep all points of discharge for exhaust air a
minimum of 3 feet from any opening into the building.

Codes and Regulations
1. Oregon Structural Specialty Code (current edition);
2. HUD Fair Housing Accessibility Guidelines (where applicable);
3. ADA Accessibility Guidelines (where applicable);
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4. Uniform Federal Accessibility Standards (UFAS) (where applicable);
5. Residential Energy Code (current edition);
6. Applicable local planning and building codes; and,
7. HUD Minimum Property Standards for Multi-Family Housing 4910.1, 1984 Edition.

Additional Considerations:  Not Intended as Requirements
Quality Development Standards
The Department has adopted as site and design considerations the Governor’s Quality Development Objectives.  These
six objectives were articulated by the Governor’s Community Solutions Team as a way to coordinate diverse agency
plans and programs and to encourage and support high-quality development.  They were signed into Executive Order
97-22 as a set of common objectives that describe the state’s interests.  The six objectives are as follows:

1. Promote compact development within urban growth boundaries to minimize the costs of providing public services
and infrastructure and to protect resource land outside urban growth boundaries.

2. Give priority to a quality mix of development that addresses the economic and community goals of a community
and region.

3. Encourage mixed use, energy efficient development designed to encourage walking, biking and transit use (where
transit is available).

4. Support development that is compatible with a community’s ability to provide adequate public facilities and
services.

5. Facilitate development that is compatible with community and regional environmental concerns and available
natural resources (e.g., available water, air quality, etc).

6. Support development that provides for a balance of jobs and affordable housing within a community to reduce the
need to commute long distances between home and work, thereby minimizing personal commuting costs as well
as public and societal costs of expanding the transportation infrastructure.

The Department’s role in the implementation of the Quality Development Objectives is to develop and apply housing
development guidelines reflective of the Objectives.  These guidelines have been developed based upon site context,
building and unit design context, and are as follows:

Site Objective #1: To provide the correct mix of development.
Considerations: Does the combination of this project and the surrounding neighborhood help create a quality

mix of development that addresses the economic and community goals of the community and
region? 

Does this project at this site fulfill a market need for this type of housing?

Is the project sensitive to and compatible with the neighborhood context?  What strategies does
the project propose which will make it fit into the existing neighborhood context?

What are the adjacent amenities and services?  Is the location of the site near amenities
important to residents?  Are there schools, community buildings, shopping and public transit
located near the site?
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Is the slope appropriate for the tenant mix?

Site Objective #2: To develop projects which encourage greater choices in modes of transport.
Considerations: Are there nearby commercial services which will allow walking?

Is transit convenient to the site?

Are on-site storage facilities provided for bicycles?

Site Objective #3: To support development that helps create a proper balance between jobs and affordable
housing.

Considerations: Is the project located near employment centers?

Is the project located near transit lines to employment centers?

Site Objective #4: To promote compact development which does not contribute to urban sprawl.
Considerations: Is the site located within the urban growth boundary?

Is the site located near services, shopping, and transit?

Does the location of the project take advantage of in-fill development opportunities in an
appropriate manner?

Site Objective #5: Provide the right mix of features for the tenant population.
Considerations: Is the site design an efficient, compact development that works?  Are higher densities clustered

around landscaped common areas?

Are buildings located on the site so that unit front entries are visible from the street or parking
area?  Can emergency vehicles locate specific units easily?

Do pathways from parking to units provide a direct path and are they safe at night?

Are units oriented such that they receive some sunlight each day?

Are adequate sound and visual barriers provided between units and incongruent uses on
adjacent sites?

Are play areas provided for children in family housing developments?  Are there a range of age
specific play areas?  Is the play area visible from the units for parental supervision?

Does landscaping enhance privacy for individuals and families?

Building
Objective #1: To encourage the development of buildings which protect the environment and are

sustainable for the life of the loan.
Considerations: Is the project energy efficient?

Can “green building” techniques be employed?

How is storm run-off addressed?  Where does it go?
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Building
Objective #2: To give higher density affordable housing a friendly appearance in the eyes of neighbors

and visitors.
Considerations: Are the size of buildings and roof lines compatible with the neighborhood context?

Are building materials compatible with the surrounding neighborhood?

Is mechanical equipment screened?

Disclaimer of Liability
The Department assumes no responsibility to make inspections during construction, and assumes no liability for
construction quality or code compliance.  The responsibility for the project meeting minimum health and safety standards
is the responsibility of state and local jurisdictions and the project sponsor.
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EXHIBIT B
PRELIMINARY ARCHITECT CERTIFICATION

I have examined the drawings and specifications dated                   prepared by           (architect)                  and related
to the development known as          (project name)       
located in              (city, state)               .

Based upon this examination, to the best of my knowledge and belief, these documents conform to all local, state and
federal laws designated as the development standard for the project including, but not limited to, the Fair Housing Laws
as they pertain to disabled accessibility and adaptability, all local health, safety and building codes and those
requirements related to design or construction of the project as set forth in the Department’s Low-Income Housing Tax
Credit Allocation Plan.

                                                                   
Architect Owner

Date:                              Date:                           

  "AS-BUILT" ARCHITECT CERTIFICATION

I have inspected the development known as          (project name)       located in               (city, state)                 and hereby
certify that the development has been built in accordance with the drawings and specifications dated                          and
prepared by                                                 .

Based upon this inspection, to the best of my knowledge and belief, the development has been constructed in
conformance with all local, state and federal laws designated as the development standard for the project including, but
not limited to, the Fair Housing Laws as they pertain to disabled accessibility and adaptability, all local health, safety
and building codes and those requirements related to design or construction of the project as set forth in the Department’s
Low-Income Housing Tax Credit Allocation Plan.

                                                                   
Architect Owner

Date:                              Date:                           
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EXHIBIT C
CARRYOVER CERTIFICATION FORMAT

CARRYOVER CERTIFICATION FORMAT

INDEPENDENT ACCOUNTANTS’ REPORT
(REPRODUCE ON ACCOUNTANTS’ LETTERHEAD)

We have performed the procedures enumerated below, which were agreed to by the PROJECT SPONSOR NAME  
solely to assist the users in evaluating management’s assertions about the Partnership’s compliance with the 10 percent
carryover rule in accordance with Internal Revenue Code (IRC) Section 42 (h)(1)(E) and Treasury Regulations Section
1.42-6, as of  DATE included in the accompanying Certification of Costs Incurred.  The sufficiency of these procedures
is solely the responsibility of the specified users of the report.  Consequently, we make no representation regarding the
sufficiency of the procedures described below either for the purpose for which this report has been requested or for any
other purpose.

The following procedures were performed:

1. We read the following documents:
• Preliminary Reservation Letter dated                           issued by the Oregon Housing and Community

Services Department.

• Development Services Agreement Between                                and                         dated _______.

• Contract of Sale for the purchase of land between                                                       and   ________     
                                                         .

• Invoices and/or check copies supporting costs incurred with respect to construction contract, legal and
accounting, permits and fees, engineering and survey fees, except financing and appraisal fees.

• Agreement for Architectural Services between  and                                           dated ___                        and
invoices for services performed.

• Financial Consulting Agreement effective                              and Amendment to Financial Consulting
Agreement dated                              between                          and  _____________.

• Agreement between                         and ________________ dated                          for engineering services
and invoices for services performed.

2. We compared the amounts shown on the Certification of Costs Incurred for costs incurred as of                   
           to the documents listed in 1. above, and found them to be in agreement.  Additional costs may have been
incurred; however, we performed no procedures for such determination.

3. We agreed the amounts shown on the Certification for Costs Incurred for total reasonably expected basis to be
$                                                    as of                          .

4. We agree the amount of the development fee earned as of                                to concur with representations
made in the CFC application to the Department.

5. We compared the amount of architectural and engineering services included in the Certification for Costs
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Incurred for costs incurred as of ________ to invoices for services rendered and found them to be in agreement.

6. We agreed to amount for land to the Contract of Sale for the purchase of land by
                                 and                                              and found them to be in agreement.

7. We agree the amount for consulting fees earned as of                             is in concurrence with the Financial
Consulting Agreement and/or its amendment.

8. We re-computed the total for costs incurred as of                   in the Certification of Costs Incurred by summing
the amounts contained therein.

9. We re-computed 10% of the total reasonably expected basis.

These agreed-upon procedures are substantially less in scope than an examination, the objective of which is the
expression of an opinion on the Certification of Costs Incurred.  Accordingly, we do not express such an opinion.  Had
we performed additional procedures or had we made an examination of management’s assertions, other matters might
have come to our attention that would have been reported to you.

This report is intended solely for the information of the parties listed in the first paragraph, and should not be used by
those who did not participate in determining the procedures.
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(REPRODUCE ON SPONSOR’S LETTERHEAD)

Certification of Costs Incurred
Management of                      (the "Partnership") asserts that for purposes of determining the taxpayers’ reasonably
expected basis as defined by Treasury Regulations Section 1.42-6(b) as the anticipated adjusted basis of land and
depreciable real property, whether or not such amounts are included in eligible basis.  The total basis of                   , of
the Partnership upon completion of the ________ (project name) was expected as of                     to be as follows:

Total Reasonably Expected Basis $               

10% of the above Total Reasonably Expected Basis $               

Costs have been incurred by the Partnership related to reasonably expected basis as of                  as follows:
Land Acquisition $                  
Architect Fees $                  
Engineering and Survey Fees $                  
Financing and Appraisal Fees $                  
Construction Contract $                  
Legal and Accounting $                  
Permits and Fees $                  
Consulting Fees $                  
Development Fee $                  

Total costs incurred $                  
Actual Percent                %

Costs incurred as of                       were based upon Internal Revenue Code ("IRC") Section 461 which outlines the rules
to be used when determining if a liability has been incurred for income tax purposes.  The determination of when a
liability has been incurred is provided by the "all events" test.  IRC Section 461(h)(4) states, "The ’all events’ test is met
with respect to any item if all events have occurred which determine the fact of the liability and the amount of such
liability can be determined with reasonable accuracy."  IRC 461(h)(2) adds the requirement that economic performance
with respect to the item must occur.  A contract is a common form of evidence that there is an obligation to make
payment and often the contract states a fixed amount to be paid for specific services performed should meet the
conditions of the all events test for accrual of a liability.  Economic performance must be established based on actual
services rendered pursuant to the agreement.

Management of the Partnership is responsible for ensuring compliance with federal regulations.  Management assessed
its compliance with the 10 percent carryover rule in accordance with Internal Revenue Code (IRC) Section 42(h)(1)(E)
and Treasury Regulations Section 1.42-6 as of             .  Based upon this assessment, management believes the
Partnership has complied in all material respects with the10 percent carryover rule referred to above.

                                                                                                                                                                                              

____________________________________ ____________________________________
Authorized Signatory Authorized Signatory
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EXHIBIT D
INITIAL SUBSIDY LAYERING REVIEW WORKSHEET

LIHTC, HOME AND RISK SHARE PROJECTS

Project Name                                                                

Funding Sources:   9 LIHTC     9 HOME     9 RISK SHARE     9                             
(Check all that apply)

Today’s Date                           

YES NO N/A 

1. Are LIHTC funds used in combination with other governmental assistance
(loan, grant, guarantee, insurance, payment, rebate, subsidy, credit, tax benefit, any
other form or direct or indirect funding from Federal, State, or local government)
If no, subsidy layering not an issue, but check for reasonable costs and expenditures

                         

2. Are Tax Credits funds combined with HOME, Other HUD, Bonds?
If yes, LIHTC subsidy layering review is required, however, other HUD and Bond
review formats may substitute for the LIHTC format.

If no, then LIHTC subsidy review is required.

                         

3. Are LIHTC equity funds being used for project related expenses?                         

4. Amount of funds per unit does not exceed CFC per unit dollar ranges
                                                                           Total Cost/unit as per application

                                   HOME/unit as benchmark per unit
range

                        

5. The total proposed funding (both private and public) does not exceed the total development
costs for the project (sources and uses equate)?

                        

6. Assurance/certification from applicant that sources of funds identifies all government
assistance provided to project (sponsor capacity section signed)

                        

7. Developer fees are reasonable and do not exceed 15% of total project cost.
Developer fees shall include developer overhead, profit, and consultant fees for
services normally performed by developer.

                        

8. If an identity of interest exist between the developer and general contractor
 is the contractor profit including supervisory fees and overhead less than 10%  of the
construction contract?

                        

9. Are the costs reasonable?   Yes  No
Construction costs between $58-$65/sq ft?                  
If not, documentation received from applicant outlining reasons for increased costs and reasons are
acceptable.
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YES NO N/A 

Comments/Exceptions

10. The costs are customary for the development of the project and reasonable in terms of
industry standards.

                                                                                                                  Yes  No
Income

All income depicted in proforma (residential, laundry,                  
services, commercial)?

Rental Income within LIHTC & other program guidelines?                  
Operating Expenses

Operating expenses less services, increase at the same or                   
higher rate than income?         % operating expenses

        % income
Vacancy rate is a minimum of 5%?                  
Operating expenses (less taxes & services) range from                  
$2,000/unit to $2,500/unit?

Management fees $800/unit/year maximum?                  
Professional mgmt $500/unit/yer maximum?                  
Repairs do not exceed $400/unit?                  
Replacement reserves approx $250/unit (max $400)?                  
Utility rates within Housing Auth/Utility Co. limits?                   

                        

11. Project has a reasonable rate of return?
  Yes      No     NA

Debt coverage ratio exceeds .05 above lender
requirement or 1.2% whichever is greater??                             
If, yes, there is a reasonable and acceptable explanation? ____   ____   ____

 If  no debt service, cash flow does not exceed T-Bill rate                             
(closest term to period of affordability) times project costs.

                        

12. Project has an excessive rate of return if answer to 11 is yes and there is no reasonable and
acceptable explanation.

 Yes  No
If yes, is there reasonable expectation that the proposed                  
  cash flow could support debt service?

If yes, how much?                                                
Options:

1. Reduce LIHTC assistance by reducing development                  
budget or increasing non-public funding

2. Make other adjustments to projects, such as lowering                  
 rents, reduce term of loan; or,

3. Deny LIHTC assistance if the applicant refuses to make                  
 reasonable adjustment or to limits return/costs.

                        

Comments/Exceptions
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SUBSIDY LAYERING STANDARDS
LIHTC PROJECTS

Project Name                                                                                       

Project Sponsor                                                                                      Date                                 

SUBSIDY LAYERING GUIDELINE STANDARD #01
BUILDER’S PROFIT

If there is no identity of interest between the developer and general contractor, National
Council of State Housing Agencies (NCSHA)  “Standards for State Tax Credit
Administration” state that amounts in excess of the following should be considered
excessive:

   
As proposed What is projected construction cost                                          

Builder’s Profit - up to 6% of construction costs                                                                    

Builder’s Overhead - up to 2% of construction costs                                                                

General Requirements up to 6% of construction costs                                                                    
                                    

According to the State of Oregon Low-Income Housing Tax Credit Qualified Allocation
Plan, if there is an identity of interest between developer and general contractor;
contractor profit including supervisory fees shall not exceed 8% of the construction
contract and contractor’s overhead shall not exceed 2% of construction contract.
Please Note:     The Department will evaluate the cumulative profit received by
Developer/General Contractor in identity of interest cases and, based on industry
standards and comparable projects, may reduce profits considered excessive.

Comments:
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SUBSIDY LAYERING GUIDELINE STANDARD #2
SPONSOR’S PROFIT/DEVELOPER FEES

National Council of State Housing Agencies (NCSHA) “Standards for State Tax Credit Administration” 
recommend and the State of Oregon Low-Income Housing Tax Credit Qualified Allocation Plan require that
sponsor’s profit/developer fees including development consultant fee for services normally performed by
developer shall not exceed 15% of total project cost less developer fees, as per the information in the LIHTC
Qualified Allocation Plan.

      As Proposed

                          %

Based on developer risk, funding sources, project size, site, amount of developer/sponsor capital at risk, are the
proposed fees reasonable compared with current like projects.                Yes                No

Comments:
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SUBSIDY LAYERING GUIDELINE STANDARD #3
SYNDICATION EXPENSES

Safe Harbor standard - The sum total of all syndication expenses excluding bridge loan costs, incurred by the
sponsor in obtaining cash from the sale of LIHTC project interests to investors through public offering may not
exceed 15% of the gross syndication proceeds, and the total incurred pursuant to private offerings may not
exceed 10%.

As proposed

                 Public Offering                           %

                 Private Offering                     %

Ceiling Standard - The sum total of all expenses excluding bridge loan costs, incurred by the sponsor in
obtaining cash from the sale of LIHTC project interests to investors through public offerings may not exceed
24% of the gross syndication proceeds, and the total incurred pursuant to private offerings may not exceed 15%.

Please Note: At no time should the Safe Harbor standards be exceeded without prior written consent of the Department.

Comments:
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SUBSIDY LAYERING GUIDELINE STANDARD #4
NET SYNDICATION PROCEEDS AND MARKET-DERIVED RATE ASSUMPTIONS FOR

CALCULATING MAXIMUM LIHTC ALLOCATIONS

The Department will use current market guidelines at time of application to estimate proceeds anticipated from the
sale of tax credits.  A copy of the Placement Memorandum or Syndication Agreement must be provided to the
Department no later than the date upon which the sponsor applies for Placed-In-Service allocation or final
application.  If said document has not been finalized, a draft Placement Memorandum or Syndication Agreement or
Limited Partnership Agreement will be acceptable.  When actual proceeds are determined, i.e. after submission of
a third party cost and eligible basis certification, there may be an adjustment to the tax credit reserved or committed.
 Tax credits will not be allocated to projects in excess of the amount necessary to fund the equity gap as determined
by the Department using the value of the credit (expressed as a percentage of the total 10-year credit) established at
the time of application.  If total or specific actual project costs or funding sources differ substantially from the
projections submitted in the application, the Department may reduce the final credit allocation.  Alternatively, the
Owner may establish project reserves to offset the deficit for allowable purposes.  The conditions for such a reserve
account or other solutions will be determined on a case-by-case basis.

Ownership retention adjustments in cases of owner/users- per subsidy layering guidelines in HUD Notice 95-4 and
also in the December 15, 1994 Federal Register; gap filler requirements are to be adjusted by market rate plus  
incremental values if higher than typical ownership interests are retained by the owner.  The Department’s “best
estimate” of tax credit market rate, standard pay-in is, _______ as of ________________.

0-5% ownership retention same as market rate,
5-50% ownership retention add 10 cents to market derived rate
over 50% ownership retention add 20 cents to market derived rate

Describe proposed net syndication proceeds including assumed pay in schedule:                                                                  
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CERTIFICATION

This review was conducted partly in accordance with HUD Notice 95-4 (and CPD Notice 98-01 if HOME funds also
awarded) and verifies the amount of LIHTC assistance with other governmental assistance is not greater than is
necessary to provide affordable housing.  The project costs including developer fees are within a reasonable range, taking
into account project size, characteristics, location and risk factors.  And if applicable, the amount of equity capital
contributed by investors to the project partnership is not less than the amount generally contributed by investors in current
market conditions.

                                                                                                                                                             
Housing Development Representative                                                                   Date

                                                                                                                                                             
Manager                                                                                                                           Date



OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT
2000 LOW-INCOME HOUSING TAX CREDIT ALLOCATION PLAN

80



OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT
2000 LOW-INCOME HOUSING TAX CREDIT ALLOCATION PLAN

81

EXHIBIT E
ENVIRONMENTAL/SITE REVIEW CHECKLIST

The sponsor must complete this environmental review checklist in its entirety and provide to the Regional Field
Representative (RFR) prior to the RFR’s site visit.  The RFR will review the information during the performance of the
site review.

Certification:
This checklist has been completed accurately to the best of our knowledge, and the RFR has conducted an in-person  site
review.

                                                                                                                                                                           
Sponsor Name                                                    Signature                                            Date

                                                                                                                                                                            
RFR Name                                           Signature                                                                  Date      

BASIC INFORMATION      
Sponsor:                                                                         Project Name:                                               

Project Address:                                                             City:                           County:                      

Sponsor Contact Person:                                                Phone:                                                          

Lot Size:                                                                         Project Type:(  ) New Constr
(  ) Rehab�Vacant? y    n  (circle)   

Projected # of Units:                                                      Planned HOME assisted Units:                     

Population to be served:                                                                                                                  

Sponsor must provide a site/area map with scale included.  On the map, please indicate the following:  (Please be
sure that the site location is visible on any copies you send.  Original colored maps copied in black and white
sometimes are difficult to read).

       Location of airport (if applicable)        Recreational facilities (park, activity centers, etc.)
       Railroad (if applicable)        Commercial/retail facilities (grocery, department stores,

etc.)
       Nearest 4-lane highway or arterial        Nearby industrial facilities
       Social Service agencies        Location of schools
       Hospital, police and fire departments        Rivers, streams, ponds, springs, wetlands

       Provide a copy of the most recent FEMA Flood Plain map including a copy of the Panel number and date

List names of local officials and date contacted regarding the following:

Wetlands:                                                          Date:                                

Public Water:                                                   Date:                                

Public Sewer:                                                  Date:                                

Storm Sewer:                                                  Date:                                
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Zoning/UGB:                                                 Date:                                

Historic Preservation:

Age of structure:              Local Jurisdiction:                                  Date:               
SHPO:                                                          Date:                   

INFORMATION SOURCE CODING

The source of all information used must be identified.  Record the source here and indicate the appropriate code in
the space provided throughout the checklist.

FO - Field Observation.  (On-site observation or personal knowledge of the preparer)

Preparer:                                                 Date of field observation:                                          

PS - Project Sponsor.

PL - Planning Department.  (Information supplied by local planning department or local official named on page
one)

R1 - Report.  (Information from consultant reports, databases, licenses, other authorities. Number such sources
consecutively and list below)

R1     Title of Report:                                                                              
Preparer:                                                                     Date:                    

R2     Title of Report:                                                                              
Preparer:                                                                     Date:                    

LAND DEVELOPMENT

COMPATIBILITY AND URBAN IMPACT........................................................................................................ source           
PS, FO, PL

What are the immediately surrounding land uses?  (example: single family to the north, multifamily east, etc)

Is the surrounding area developed to a density of at least 30 units per 40 acres?
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Does the site have legal access to a dedicated public street?

Are there any barriers to emergency vehicle access?  If so, describe.

SOIL SUITABILITY ............................................................................................................................................ source             
  PS, FO

Is the site level or sloped? If sloped, give the range of degrees of the slope.

Are there any signs of unstable soils in the vicinity? (cracked foundations, sinkholes)  Are area soils highly
erodible?  Submit soil reports if available.

Describe soil type and bearing.  Get soils type from Natural Resource Conservation Service (local county
jurisdiction).

HAZARDS ............................................................................................................................... ............................... source            
                               FO

Are any natural hazards apparent? (dangerous trees, sinkholes, ravines, avalanche-prone slopes, etc.)

Are any of the following present: overgrown adjacent property, abandoned adjacent buildings, unfenced
commercial/industrial adjacent property, high pressure petroleum or natural gas pipelines, irrigation canals,
drainage ditches, old wells, improperly screened street drains, deteriorated streets or sidewalks, adjacent
power substations, high voltage power transmission lines through or adjacent, excessive vibration, odors,
dust, field crops, livestock?  Give details.

CONTAMINATION SCREENING ........................................................................................................ ..........  source              
PS, FO, PL

If this is a rehabilitation project or the demolition of an existing structure is contemplated, is there evidence of
the presence of asbestos or lead- based paint? (generally, lead-based paint can be found in most buildings
constructed prior to 1978). Describe the inspections made to identify these two hazards and results of
inspections.  If no inspections have been made, are they planned? 

Has there been an “environmental due diligence” investigation of the site performed (TSQ, Phase I or II, site
characterization, etc.)?  Is it available?  If so, submit the executive summary, main body of the report and any
recommendations.

If no “environmental due diligence” investigation is available, answer the following questions:
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Is there evidence of contamination or potential contamination on immediately adjacent properties?
(landfills, chemical storage facilities, service stations, chemical processors, plating plants, dry cleaners, vehicle
storage, wrecking or repair businesses, underground storage tanks, drums, distressed soil or vegetation, fill,
contaminated wells, transformers).  Provide details.

Is there evidence of contamination or potential contamination on site?  (drums, chemical containers,
distressed soil or vegetation, odors, accumulation of trash or debris, contaminated wells, transformers,
potential USTs [look for old foundations, slabs, pipes in the ground]).  Provide details.

Is there evidence of fill on site?  If there is, does documentation exist to demonstrate that the fill was
engineered and is appropriate for the intended use?  Submit evidence.

SITE SAFETY...................................................................................................................................................... sources            
FO, PL

Runway Clear Zones are areas immediately beyond the end of runways at civil airports.  NO SITE IN A RUNWAY
CLEAR ZONE OR ACCIDENT POTENTIAL ZONE WILL BE APPROVED.

Is the site located in a Runway Clear Zone?

Explosive and flammable hazards are aboveground tanks which contain explosive or flammable materials.  Common
examples are: commercial propane tanks, fuel oil deports, gasoline storage, industrial solvent storage, refineries. 
Residential fuel oil tanks of 100 gallons or less are excepted.  Tanks which are currently empty but have not been
decommissioned and can legally be refilled will be considered “live.”

Are there any explosive or flammable tanks within line of sight of any part of the proposed site?
(aboveground)

Are there any explosive or flammable tanks within 500 feet of any part of the proposed site shielded from line
of sight  by buildings but not topography?  (buildings may or may not be an effective barrier, topography is an
effective barrier). If so, describe.

Are there any explosive or flammable tanks of more than 5000 gallons capacity more than 500 feet and less
than 1 mile from the site that are shielded from line of sight by buildings but not topography? If so, describe.
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NOISE

EFFECTS OF NOISE ............................................................................................................................... ........source                 
       FO, PS, PL

Is any part of the site within 5 miles of an airport with scheduled service (passenger or cargo)?

Is any part of the site within 3000 feet of a railroad?

Is any part of the site within 1000 feet of a street, heavily traveled 2 lane road or highway of 4 or more lanes?

Are any other noise generators located nearby (such as heavy industrial facilities, rail yards, shipyards, fire stations)? 
Identify them and give their distance from the site.

Comment:  Sites immediately adjacent to freeways and heavily traveled rail lines may not be acceptable.  Most other sites will
either be acceptable or acceptable with design mitigation to achieve the required interior standard.

AIR QUALITY

AIR QUALITY SCREENING..............................................................................................................................source             
             FO, PL

Is the site subject to air quality impacts not generally shared with the entire community? (example: close proximity to
freeway, gravel pit, pulp mill or other source generator or air pollution).   If so, describe.
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ENVIRONMENTAL DESIGN AND HISTORIC VALUES

HISTORIC PRESERVATION SCREENING.................................................................................................. source               
    PS, PL appropriate sources for questions 1-3, 5. County assessor, current owner, and/or neighbors appropriate
for question 4.

Is any part of the site in an established or proposed historic or conservation district?

Is the site or any structure on the site listed in a local historic or cultural resources inventory or the National
Register of Historic Places (NRHP)?  If so, describe.

Are any immediately adjacent sites or structures listed in a local historic or cultural resource inventory or the
NRHP?  If so, describe.

Are any structures on the site 50 years old or more?  If so, describe.

Are there any known or suspected archaeological resources in the vicinity?  If so, describe.

COMMUNITY FACILITIES AND SERVICES

SCHOOLS source              

Provide the following information on the schools which serve the project (not required for projects for the
elderly or special needs populations where children will not reside):

School type Distance from project

Elementary                                                                                                         

Middle                                                                                                                
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High school                                                                                                        

COMMERCIAL FACILITIES.......................................................................................................................... source               
 FO, PS

Provide the location and distance to the nearest full service grocery store.  Provide information on the other
commercial facilities located in the neighborhood.  If a grocery is not within walking distance, is it accessible
by local or mass transit?

SOCIAL SERVICES ............................................................................................................................................. source            
  PS, FO

Will social services be provided on-site as part of this project?  If so, describe.

Are social service agency offices located in the community?  If not, where are the nearest social service agency
offices?

SOLID WASTE.................................................................................................................................................... source              
PS, FO, PL

Is garbage collection available? 

Is it by commercial service or local government? 

Will curbside residential recycling be available to the proposed project?

Is construction waste recycling available in the community?

WASTE WATER ............................................................................................................................................... source                
PS, FO, PL

Is public sewer available at the site?

If public sewer is not available, explain waste water disposal arrangements.

STORM WATER ................................................................................................................................................ source               
PS, FO, PL

Is public storm sewer available at the site?

If so, is this a combined waste/storm sewer?

If public storm sewer is not available, how will storm water drainage be handled?

POLICE SERVICES .......................................................................................................................................... source               
PS, FO
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Provide the name of the nearest police department and distance from project site.

FIRE SERVICES ................................................................................................................................................ source               
PS, FO

Provide the name of the nearest fire station and distance from project site.

EMERGENCY MEDICAL SERVICES ............................................................................................................ source              
PS, FO

Provide the name of the nearest hospital with emergency room and its distance from project site.

PARKS AND RECREATION............................................................................................................................. source              
  PS, FO

Provide the name of the nearest neighborhood park and its distance from the site.  Give examples of other
parks within reasonable walking distance.

What other type of recreational/cultural facilities are located near the project area?

TRANSPORTATION ........................................................................................................................................... source             
PS, FO

Is mass transit available in the community?  If so, give the distance to the nearest stop and lines available.

NATURAL FEATURES

WATER RESOURCES ......................................................................................................................................... source            
PS, FO, PL

Is public water available at the site?

Are there any water resources in the immediate vicinity of the site? (streams, ponds, wetlands, springs, etc.) If
so, describe.

FLOOD PLAINS.................................................................................................................................................. source              
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  PL
Federally supported construction activities are prohibited within the 100-year flood plain as mapped by the Federal
Emergency Management Agency (FEMA) except under limited circumstances.

Is any part of the site located within the 100-year flood plain according to the applicable FEMA map? If so,
describe.

Will any off-site construction occur within the 100-year flood plain?  If so, describe.

FEMA Map #                                                         Effective date                                        

Comment:  Attach a copy of the applicable map panel with the proposed site sketched in.  If the panel is not printed,
the site is not in the flood plain.  Local governments are required to have flood plain maps available.

WETLANDS.......................................................................................................................................................... source             
PL, FO

HUD has defined wetlands as “...only those designated wetland areas identified or delineated on maps issued by the
Fish and Wildlife Service of the U.S. Department of the Interior as areas that are inundated by surface or ground
water with a frequency sufficient to support, and under normal circumstances do or would support, a prevalence of
vegetative or aquatic life that requires saturated or seasonally saturated soil conditions for growth or
reproduction.” The project site may also contain wetland designation areas from state, county or local entities.

Has any part of the site (including off-site construction areas) been identified as potentially a jurisdictional
wetland by one of the following sources?

Source Yes No

US Army Corps of Engineers          
Oregon Division of State Lands          
US Fish and Wildlife          

(National Wetlands Inventory Maps)
Natural Resource Conservation Service          

(Rural areas)
Local Planning Department          

(Goal 5 Inventories)
Wetlands Delineation consultant          

Comment:  The local planning department should be cognizant of any identifications made by the above authorities.
 Submit any documentation available concerning the wetland status of the site.
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If potential jurisdictional wetlands have not been identified, does the site exhibit any of the following
characteristics?

Characteristic Yes No

Wetland vegetation (such as cattails, rushes,          
reeds, sedges, reed canary grass, creeping
buttercup).
Hydric Soils (Soil Conservation Service Maps)          
Seasonally saturated conditions           
Water table within 18 inches of surface          
Wetland wildlife (such as ducks, salamanders,           
frogs, nutria, etc.)

Comment:  For sites which possess no potential wetland characteristics (such as building lots in established urban
neighborhoods that are “high and dry,”desert sites with no water resources in the vicinity, or sites with no water
resources in the vicinity that are unvegetated or artificially planted [irrigation is a water resource], the above
investigation may be cursory (an inquiry with the planning department and field observation). 

If water resources are on site or adjacent, the planning department indicates potential for wetlands in the vicinity,
any of the above characteristics are present or the public has raised wetlands as an issue, a more thorough
examination is merited.  The services of a qualified professional may be necessary.  OHCSD will not debate the
delineation of any wetland (or the determination that no wetland is present) that has been documented as
acceptable to the Oregon Division of State Lands.

VEGETATION AND WILDLIFE .................................................................................................................... source                
see below

Have any endangered, threatened or candidate species been identified in the quarter section of land
surrounding the site?  If so, provide details. Use Nature Conservancy�s Oregon Natural Heritage Program for
communities with identified species within their UGBs.

Have any rare plants or animals been identified on the site?  If so, provide details.  PL is appropriate source.

Has the locality identified the site or vicinity as wildlife habitat as part of its Goal 5 Inventory process?  If so,
provide details.
PL is appropriate source.

Describe the predominate ground cover and any wildlife observed.  FO is appropriate source.
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EXHIBIT F

LIHTC LEGAL DOCUMENT SAMPLES

Department LIHTC Legal Documents are subject to revision outside of the QAP Process

Hold Harmless Agreement

Reservation and Extended Use Agreement

Carryover Allocation

Declaration of Land Use Restrictive Covenants

8609
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OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT
LOW-INCOME HOUSING TAX CREDIT (LIHTC) PROGRAM

HOLD HARMLESS AGREEMENT, _____ (year) TAX CREDIT ALLOCATION

Project Name: 
Project #:

1. The undersigned is responsible for ensuring that the Project consists or will consist of a qualified low income
building or buildings as defined in the Internal Revenue Code Section 42, and will satisfy all applicable
requirements of federal tax law in the acquisition, rehabilitation, or construction and operation of the project to
receive the low-income housing credit.

2. The undersigned is responsible for all calculations and figures relating to the determination of the eligible
basis for the building(s) and understands and agrees that the amount of the credit is calculated by reference to
the figures submitted with the Initial Application, as to the eligible basis and qualified basis of the project and
individual buildings, the sources and uses of funds and the projected net operating income and is subject to
reduction in compliance with the financial evaluation performed when the Project is placed in service.

3. The Undersigned, by making an application to the Oregon Housing and Community Services Department
("Department") for the reservation, carryover allocation, and/or allocation of housing tax credit dollar amounts
as listed in the "Initial Application," agrees that the Department will at all times be indemnified and held
harmless against all losses, costs, damages, expenses and liabilities of whatsoever nature or kind
(including, but not limited to attorney’s fees, litigation and court costs, amounts paid in settlement, and
amounts paid to discharge judgment, and loss by judgment from the Internal Revenue Service) directly
or indirectly resulting from, arising out of, or related to acceptance, consideration of or  approval of the
application.

4. The Undersigned, being duly authorized, hereby represents and certifies that the information provided in the
Initial Application, to the best of his/her knowledge, is true, complete and accurately describes the proposed
project.

5. I have read the Reservation and Extended Use Agreement and I agree to enter such an agreement as a
condition of tax credit reservation and I understand that prior to the Project receiving the final allocation of tax
credit as evidenced by the issuance of Form 8609, I will be required to provide the Department with an
executed original (or certified copy) of a Declaration of Land Use Restrictive Covenants, showing due
recordation, with such insertions based on representations made in this application as approved or required by
the Department for my particular Project.

6. The effect and benefit of any Allocation may be affected by subsequent Internal Revenue Service regulations. 
THE Department MAKES NO REPRESENTATION CONCERNING ANY TAX CONSEQUENCES
RESULTING FROM THE RESERVATION OR ALLOCATION OF LOW-INCOME HOUSING TAX
CREDITS AND ACCEPTS NO RESPONSIBILITY FOR ANY ADVERSE CONSEQUENCES TO THE
OWNER UNDER SECTION 42 OF THE INTERNAL REVENUE CODE.

7. THE Department IS RELYING ON THE REPRESENTATION OF THE APPLICANT(S) THAT THIS IS
OR WILL BE A QUALIFIED LOW-INCOME BUILDING OR PROJECT IN ACCORDANCE WITH
SECTION 42 OF THE INTERNAL REVENUE CODE.

8. The Department has made no representation about the feasibility of this project, nor the effect of the Low-
Income Housing Tax Credit upon the taxes of any person or entity connected with this project.
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9. The Department shall only be responsible under the program for Allocation of the State’s total yearly Credit
Authority of Low-Income Housing Tax Credits and shall not be deemed to be granting said Housing Tax
Credits.  The determination as to the applicant’s entitlement to a Housing Credit is a legal determination to be
made by the applicant in conjunction with the U.S. Internal Revenue Service.  The Department is only
responsible for granting a certificate (IRS Form 8609) to an applicant, stating that the applicant has been
allocated a portion of the State’s total yearly Credit Authority for a Qualified Low-Income Building.

10. The Department may be responsible for notifying the IRS whenever it discovers evidence of noncompliance
with Section 42 of the Internal Revenue Code.  The Department shall not be responsible for any subsequent
adverse effects such notification may create.

 
A RESERVATION OF CREDIT MAY BE REVOKED BY THE DEPARTMENT INCLUDING BUT NOT
LIMITED TO THE FOLLOWING:

a) This project is not Placed In Service (PIS) within two years from the carryover agreement/allocation of
low-income housing tax credits or a date mutually agreed to in writing;

b) Financing is not committed as indicated in the Reservation and Extended Use Agreement;

c) The Applicant has failed to demonstrate the ability to expend 10% of the total project costs by December
15, ____ or;

d) It is determined that the applicant has supplied misleading information.

I HEREBY CERTIFY THAT THE ABOVE INFORMATION IS TRUE AND CORRECT, TO THE BEST OF MY
KNOWLEDGE, AND THAT I UNDERSTAND AND ACCEPT THE TERMS OF THIS APPLICATION.

IN WITNESS WHEREOF, the owner has caused this document to be duly executed in its name on this
            day of                          , 20__.

Legal Name of Owner

Print Name

By:                                                                            
Sign Name

Title
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OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT
LOW-INCOME HOUSING TAX CREDIT

RESERVATION AND EXTENDED USE AGREEMENT

1. The Oregon Housing and Community Services Department ("Department") hereby grants a
Reservation for a Low-Income Housing Tax Credit Allocation of $______________________
to___________________________   ("Owner"), for __________________ (project name) consisting
of  ____ (#) qualified low-income residential buildings,___ (# total units affordable) and ____ (# units
to be managers’ unit)  units,  to be located at ____________________ (address and city), Oregon
("Project").

2. To qualify for an Allocation issued by the Department on Form 8609, the Owner does hereby agree that Owner
shall restrict Project rents and qualifying incomes as follows:

Unit Type Number
of Units

Percent Median Income as Adjusted for
Family Size Will Not Exceed*

Rents Not to Exceed the Following
Percent of Median Income Described in

the Most Current Table of LIHTC
Program Rents Published by OHCSD**

*  Table shows income and rent levels rounded up to the nearest tenth percentile.
** Maximum restricted program rents for (Project Name) , based upon the 40/60 or 20/50  (choose one) election
is the 60% or 50% (choose one) LIHTC program Median Family Incomes rent published for the given bedroom size
and county in which the project is located.  The project sponsor has represented to the Department in their CFC
application dated ________________, that the rent and income levels are to be at or less than this maximum.  Any
revisions to the original application pro forma must be approved in writing by the Department.



OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT
2000 LOW-INCOME HOUSING TAX CREDIT ALLOCATION PLAN

96

Net rent allowable under Internal Revenue Code ("IRC") Section 42(g)(2) will be gross rents less a utility allowance.
 The Owner shall postpone the earliest right to propose a change of use as provided under IRC Section 42 (h)(6) "FROM
AFTER YEAR 14 TO YEAR (YEARS OF TERM OF AFFORDABILITY)" of the Project.  Subject to the rent
restrictions of IRC Section 42, Owner may request an increase in the percentages set forth above annually in writing,
together with supporting documentation, which shall be deemed approved if not denied or modified by the Department
within 90 days of its receipt at the Owner’s request.  The Department also may approve other requests by Owner for rent
increases subject to the limits in IRC Section 42.  The Owner does further agree that to qualify for an Allocation, the
Owner must:

a) Construct, purchase, or rehabilitate the Project in accordance with local building codes and
all applicable federal or State regulations;

b) Certify to the Department by December 15, _____ (year), that more than ten percent (10%)
of the reasonably expected project cost has been incurred by the Owner and by June 30, ____
(year) that construction financing is closed;

c) Certify to the Department in a timely manner that the building is placed in service as part of
a qualified low-income housing project;

d) Provide a final cost certification and financial update of the original application; and

e) Record a Declaration of Land Use Restrictive Covenants ("Declaration") in a form satisfactory
to the Department, which shall, among other things, restrict Project rents to the gross rent
allowable under IRC Section 42(g)(2) for tenants whose incomes are at or below  percent of
family adjusted median income and set the earliest right to propose a change of use as
provided under IRC Section 42(h)(6) .  Said Declaration is hereby incorporated into this
Agreement by reference, is precedent to any delivery of final allocation of tax credit by the
Department, and shall contain such other restrictions, covenants, and provisions as are
required for the Declaration to comply with IRC Section 42 and Department program
requirements.

3. This Reservation Agreement dated  _______________ (date) shall expire on December 31, ____
(year), unless extended in writing by the Department.  A Carryover Allocation made pursuant to OAR
813-90-036 (2) shall be a valid extension of the Agreement.

4. Allocations are made for each building separately, based on individual applications when placed in
service.  A Carryover Allocation may be made when over ten percent (10%) of the estimated cost,
including land, is expended and the project will not be placed in service in the tax credit year.

5. The Department accepts no responsibility for any adverse consequences to the Owner or any other
person or entity under IRC Section 42.

6. This Reservation is non-transferable for use on another property or at a different location.

7. The Owner represents he/she is the Owner of the Project who has applied for the receipt of
Low-Income Housing Tax Credits ("Credit") for the same Project.  This Agreement may be not
assigned without written approval of the Department, which permission the Department may give or
withhold at its sole discretion.

Notwithstanding the foregoing paragraph, an interim or construction lender, or other qualified



OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT
2000 LOW-INCOME HOUSING TAX CREDIT ALLOCATION PLAN

97

commercial lender may take an assignment of said Credit for security purposes only without the prior
consent of the Department.  However, any such security assignment shall be subject to subsequent
approval by the Department prior to any enforcement of the security interest by the lender.

For purposes of this section, an assignment shall include, but not limited to, any transfer of an
ownership interest in the project or any withdrawal, change or addition of a general partner in a limited
or general partnership or of a party in a joint venture.

8. The Owner acknowledges receipt of the draft  Declaration enclosed with the Award Letter.

9. The Owner understands that prior to the Project receiving the final allocation of Credit as evidenced
by the issuance of Form 8609, the Owner will be required to execute and record said Declaration with
such insertions as approved or required by the Department for this particular Project and provide the
Department with an executed original or certified copy of the Declaration showing due recordation.

10. The Owner hereby agrees to execute and record said Declaration with such insertions as approved by
the Department for the Project and agrees to provide the Department with an executed original or
certified copy of said Declaration showing due recordation.

11. The Owner hereby agrees, understands, accepts, and acknowledges the Department is under no
obligation to issue and deliver a Form 8609 unless the Owner timely presents to the Department an
executed original or certified copy of the Declaration with such insertions as approved by the
Department for the Project showing due recordation.

12. The Owner agrees to fill out and sign Part II of the Form 8609 required to be completed by the
building owner for the first year of the credit period and return a copy  (without Schedules and other
supporting documents) to the Department for the purposes of compliance monitoring.

13. The Owner agrees to:

a) Set the estimated low-income housing commitment period to be ____ (#) years beyond the
compliance period or until January 1,_________ (year) , assuming project is placed in service
in _______ (year).

b) Serve tenants whose household incomes are equal to or less than 50% or 60% (choose one)
percent of family adjusted median income;

c)  SET or POSTPONE (choose one) the earliest date upon which the Owner may request the
Department to procure a qualified contract for acquisition of the Project  .

d) Provide certified financial documentation acceptable to the Department to satisfy the
calculation of a qualified contract and to begin the one-year period for finding a buyer in
accordance with IRC Section 42(h)(6) if desired; and

e) Maintain the Applicable Fraction for each building of the Project specified in the Low-Income
Housing Tax Credit Application as ______ (% of units to be LIHTC units) percent, consistent
with this Agreement.

f) SERVICES:  Owner will use best efforts to provide the services as stated in the initial



OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT
2000 LOW-INCOME HOUSING TAX CREDIT ALLOCATION PLAN

98

Application, dated ____________.  Any significant change in Services as submitted, must
be prior approved by the Department.

14. FUTURE TRANSFER OF OWNERSHIP, (OPTIONAL SECTION):     YES    NO

a) For the purpose of ensuring the Project will continue to be used as affordable housing, Owner
hereby agrees to transfer the Project to a "qualified nonprofit organization" [as defined in IRC
42(h)(5)(C)] acceptable to the Owner, the Department and the mortgage lender after the end
of the calendar year falling                 years after the issuance of the Forms 8609 for the
Project, or as soon thereafter as the transfer can be consummated, on the following terms:

1) The consideration for the transfer shall be in accordance with the formula in IRC
Section 42(h)(6)(F) in an amount equal to the sum of (a) the principal amount of
outstanding indebtedness secured by the Project, (b) the adjusted investor equity in
the building, and (c) other capital contributions not reflected in the amounts
described above, reduced by cash distributions from (or available for distribution
from) the project.

2) Owner shall be under no obligation to transfer the project to a qualified organization
in the event that no acceptable qualified organization agrees in writing to accept title
and assume Owner’s obligations before the end of the calendar year falling         years
after the issuance of the Forms 8609 for the project.

3) In making the determination of the transferee qualified nonprofit organization, first
right of refusal shall be given to                                                                               
                                                            .

4) Any controversy related to the selection of the transferee qualified organization shall
be settled by arbitration pursuant to the rules of the American Arbitration
Association.

b) Owner further covenants to use its reasonable best efforts to assure, at the time of the transfer:
(i) the Project is generating sufficient cash flow to service Project debt and pay Project
operating expenses; and (ii) the Project is in reasonably good physical condition (for a multi-
family apartment project of its age and quality).

c) No provision of this section shall prevent any lender loaning funds secured by the Project
from foreclosing on the property or otherwise exercising its full rights as a lender.  In the
event of a bonafide foreclosure or transfer of the Project to a lender by a deed in lieu of
foreclosure, the foreclosing lender shall take the project free and clear of any obligation to
transfer the Project to a nonprofit organization or to operate the project as affordable housing
except as provided for in IRC Section 42.  The Department or its assigns shall have the right
to cure any default to avoid foreclosure and assure transfer as stated above.

15. By accepting this Reservation and Extended Use Agreement, the Owner understands and accepts the
risk that:  1) The final tax credit amount or maximum rents agreed to be charged will be reduced in
accordance with IRC Section 42(m)(2) if the Department determines, at its discretion and in keeping
with sound underwriting guidelines, that a lesser amount will meet the Department’s financial
feasibility test for the development of the Project;  2) The U.S. Internal Revenue Service may change
the requirements for the Tax Credit by subsequent regulation; and  3) The tax credit will not exceed
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the amount shown above, but may be reduced in accordance with IRC Section 42(b)(2) unless the
applicable credit percentage is fixed in accordance with IRC Section 42(b)(2)(A)(ii)(I).

16. [  ] If this box is checked, the Owner hereby irrevocably elects, pursuant to IRC Section
42(b)(2)(A)(ii)(II), to fix the applicable credit percentage(s) for the Project as the Percentage(s)
prescribed by the Secretary of the Treasury for the month of  ____________ (month name) , _____
(year), which is the month in which the Reservation is signed and for an IRC Section 42(h)(4)
tax-exempt bond financed project the month in which obligations are issued.  For the purpose of this
election, the rate(s) would be ____ percent.   For this election to be valid the Owner shall be
responsible to sign this Agreement in the same month as the applicable credit election, CPF�JCXG�KV
PQVCTK\GF by the fifth day of the following month.  The owner shall also be responsible to send the
original to the Department by the end of the month this Agreement is notarized.

[  ] If this box is checked,  owner has made NO ELECTION pursuant to IRC Section
42(b)(2)(A)(ii)(II) at the date of the signing of the Reservation and Extended Use Agreement.

17. The Department and the Owner acknowledge this Reservation and Extended Use Agreement
constitutes an agreement binding upon the Department, the Owner, and all successors in interest to
the Owner as Owners of the Project, as to the allocation of 1999 tax credit authority to the buildings
in the Project, subject to compliance by the Owner with the requirements of IRC Section 42, the
Declaration, and the requirements of the Department.

ALLOCATING AGENCY:
By:                                                                              Date:                        
Robert Gillespie, Manager, Housing Resources Section
Oregon Housing and Community Services Department Taxpayer ID Number 93-0952117-260100
1600 State Street, Salem, Oregon 97301-4246

STATE OF          OREGON         )
County of         Marion          )

This instrument was acknowledged before me this                   day of                                      , 20__, by

                                                                                                .

                                                                   NOTARY PUBLIC FOR OREGON
My Commission Expires:                                                        

Acknowledged, agreed, and accepted by owner:
Owner:                                                                                       
By:                                                                                         Date:                                          

Title:                                                                                       
STATE OF                                  )
County of                                    )

This instrument was acknowledged before me this                        day of                                         , 20__, by

                                                                                                .
                                                                       NOTARY PUBLIC FOR OREGON

My Commission Expires:                                                       
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 OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT
Allocation of ____ Low-Income Housing Tax Credit (LIHTC) Authority

Carryover Allocation No. OR

Owner Name:
Owner Address:

Project Name:
Project Address:

Number of buildings to be placed in service: 
Number of residential buildings to be placed in service:
Taxpayer Identification Number: 

Applicable Fraction:
Total Number of Units:
Number of LIHTC Qualified Units:
Number of Manager Units:
Number of Other Units:

Set Aside Status:  ❏  Non profit Set Aside ❏  Rural/Farmworker Set Aside
Minimum Set Aside Election: ❏  20/50 ❏  40/60

As of this Carryover Allocation, dated ______, the project Eligible Basis is estimated to be $___________
and the project Qualified Basis is estimated to be $__________________.

The owner has elected to begin the first year of the credit  period in ________ (year). 

Oregon Housing and Community Services Department (the "Department") has reviewed the Owner’s
application for LIHTC and concurs with the request for a Carryover Allocation of _____ (year)  Tax
Credits.  Consistent with the approved Application, the Owner agrees to provide low-income housing as
described under Internal Revenue Code ("IRC") Section 42.

The Department hereby issues to the Owner a ____ (year) Carryover Allocation, in the amount not to
exceed   $_______________as set forth in Table A (Project Basis Carryover) attached hereto, subject to
the terms and conditions stated herein and in accordance with the Reservation and Extended Use
Agreement dated _______ and representations made in Owner’s application for a Carryover Allocation
dated _________ which are hereby incorporated by reference.

Tax Credit authority for this Carryover Allocation of ____ (year) is granted pursuant and subject to IRC
Section 42(h)(1)(E) and (F).  All regulations promulgated under IRC Section 42 and all applicable revenue
rulings and procedures apply.

The Owner has certified that each building within the project for which this allocation is being made
represents a qualified building as defined in IRC Section 42(h)(1)(E)(ii) (i.e., it is part of a project in which
the Owner’s basis as of December 31, ____ will be more than ten percent (10%) of said Owner’s
reasonable expected basis in the project as of December 31, ____), and that each building will be placed in
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service by December 31, ____.

Pursuant to IRC Section 42(h)(1)(F), an allocation of credit may be made on a project basis if the
allocation is made to the project for a calendar year during the project period, the allocation only applies to
buildings placed in service during or after the calendar year for which the allocation is made, and the
portion of any such allocation which is made to any building in the project is specified not later than the
close of the calendar year in which that building is placed in service.  The Department shall determine the
portion of the allocation which is allocated to the buildings listed in Table A.  The Owner shall timely
provide to the Department all information necessary for the assignment of basis in such buildings to enable
the Department to allocate the applicable portion of Tax Credit.

The expected dates on which the project building(s) will be placed in service are shown in Table A (must
be on or before December 31, ____).

The building identification number(s) ("B.I.N.") for the project building(s) to which an allocation is being
made are shown in Table A.

The Owner has represented and certified that as of December 31, ____, the Owner will have an
accumulated basis of at least $___________ in the project, representing at least 10 percent (10%) of the
reasonably expected basis of $_________ in the project.

The Owner’s actual basis as of the date of this Carryover Allocation is $_____________ in the project,
representing  _____ percent of the reasonably expected basis above.

If the percentage representing the Owner’s actual basis in the project as of this date is ten percent (10%) or
less, then the Owner shall certify and demonstrate to the Department by December 31, ____ in a
professional accounting or other documented certification acceptable to the Department that more than ten
percent (10%) of the reasonably expected basis in the project has been achieved prior to January 1, ____.

The Owner acknowledges that the Department’s determination as to satisfaction of the ten percent (10%)
requirement is not binding upon the Internal Revenue Service (the "IRS") and does not constitute a
representation by the Department to the Owner or any other party to that effect.

In issuing this Carryover Allocation, the Department has relied upon the information submitted by the
Owner.  The Department makes no representations or guarantees that Owner is legally eligible to receive
and use the credit stated herein, such determination resting with the IRS.

The Department disclaims, and Owner does hereby release the Department from, responsibility for any
adverse consequences to Owner under IRC Section 42 or otherwise because of Owner’s receipt of, use of,
or reliance upon this Allocation.

The Owner acknowledges, understands, and accepts that the requirements for the LIHTC Program (IRC
Section 42) may change due to subsequent federal legislation or regulation.

This  Carryover Allocation is non-transferable for use on another property or at a different location.

This  Carryover Allocation is binding upon the Department, the Owner, and all successors in interest to the
Owner as Owners of the project, as to the allocation of ____(year)  tax credit authority to the Project,
subject to compliance by the Owner with the requirements of IRC Section 42 and the requirements of the
Department.
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To receive a Form 8609 used in claiming the credit, the Owner must construct, or substantially rehabilitate
the building or buildings in the project in accordance with local building codes and all applicable federal or
state regulations, and certify to the Department that the building(s) were Placed in Service by 8:00 A.M. of
the weekday prior to December 31, ____. The Owner must submit a separate Application Form reflecting
actual Project costs and certification of those costs documented to the satisfaction of the Department for
each building placed in service.  Timely submission of said certification to the Department is essential, so
that the Department may issue the Form 8609 to the Owner in the calendar year that each building is
placed in service.  The owner will also  be required to fill out and sign Part II of the Form 8609 required to
be completed by the building owner for the first year of the credit period and return a copy (without
Schedules and other supporting documents) to the department for the purposes of compliance monitoring. 
 The Department may complete Forms 8609 and hold said forms until such time that a Declaration of Land
Use Restrictive Covenants is completed and recorded on the property as specified in the Reservation and
Extended Use Agreement dated .

[   ]   If this box is checked by the Department, the Owner previously elected to fix the applicable credit
percentage(s) pursuant to IRC Section 42(b)(2)(A)(ii)(I) in the Reservation and Extended Use Agreement
dated .  The rate was ___________ and it was elected in _________________(date)

[   ]   If this box is checked, the Owner has made NO ELECTION pursuant to IRC Section 42(b)(2)(A)(ii),
and accordingly, the applicable percentage for a building shall be that for the month in which the particular
building is placed in service.

IRS Revenue Procedure 94-57 clarified gross rent floor for projects receiving credit allocations after
September 23, 1994.  The gross rent floor is the maximum allowable rent based on the income limit in
effect when a building is first included in the determination of whether a project is a qualified low-income
housing project.  An owner may elect to establish the rent floor on the placed in service date if the owner
informs the Department of this decision before that date.  Otherwise, the IRS will treat the gross rent floor
as having been established on the date of allocation.

[   ]   If this box is checked, the owner elects to establish the gross rent floor on the placed in service date.

Reminder:  If the owner DOES NOT elect to establish the gross rent floor on the placed in service date,
then the gross rent floor will be determined based on the allocation date.

Owner acknowledges that all the terms, conditions, obligations, and deadlines set forth herein and the
Reservation and Extended Use Agreement constitute conditions precedent to this allocation, and that the
project’s failure to comply with all such terms and conditions will entitle the Department, in its discretion,
to deem this allocation to be canceled by mutual consent.  After any such cancellation, owner
acknowledges that neither it nor the project will have any right to claim Tax Credits pursuant to this
allocation.  The Department reserves the right, in its discretion, to modify and/or waive any such failed
condition precedent.

[  ]  If this box is checked, the project is being funded with Federal HOME dollars.  The HOME funds
will/will not be considered Federal funds based upon the following:

DESCRIBE THE USE OF HOME FUNDS IN THE PROJECT

In issuing this Tax Credit Allocation, the Department has relied upon information provided and
representations made by the Owner or the Owner’s designee in connection with this allocation.  The
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allocation does not in any way constitute a representation, warranty, guarantee, advice, or suggestion by the
Department as to the qualification of the project for Tax Credits, or the feasibility or viability of the
project, and may not be relied on as such by any Owner, developer, investor, tenant, lender, or other
person, for any reason.

The Owner hereby agrees and acknowledges that whether the ten percent (10%) requirement has been met
and whether the Owner has been provided sufficient evidence thereof may be subject to future
determination by the Department or the IRS.

The Owner shall be responsible to sign and have notarized this allocation by the end of  December ,
______ (year) and return the original to the Department within the same month.

ALLOCATING AGENCY:
By:                                                                                  Date:                           
Susan Asam, Tax Credit Program Representative
Housing Resources Section
Oregon Housing and Community Services Department
1600 State Street, Salem, Oregon 97301-4246
  -  Taxpayer ID Number 93-0952117-260100

STATE OF    OREGON        )
County of     Marion               )
This instrument was acknowledged before me this               day of            , by                                 
                                                        .
                                                                    
NOTARY PUBLIC FOR OREGON
My Commission Expires:                      

Acknowledged, agreed and accepted:

By:                                                                                       

Title:                                                                                      

Owner:                                                                                     

Date:                                                                                     
STATE OF                            )
County of                               )

This instrument was acknowledged before me this               day of           ,
by                                                                              .

                                                                  
NOTARY PUBLIC FOR OREGON
My Commission Expires:                      



OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT
2000 LOW-INCOME HOUSING TAX CREDIT ALLOCATION PLAN

105

ALLOCATION MADE TO PROJECT NUMBER  OR PAGE 1 OF 1
TABLE A - Project Basis Carryover Allocation

Building:  Total by type           
Type of Building           
Building Identification Number           
Building Address or site Description           
Expected Placed In Service Date           
Estimated Qualified Basis**           
Maximum Credit Percentage***           
Maximum Credit Allowed           

** The Estimated Qualified Basis is the product of the reasonably anticipated Eligible Basis and
the estimated Applicable Fraction.  For purposes of the Carryover Allocation, "reasonable
expected basis" pursuant to Section 42(h)(1)(E)(ii) need not be the same as eligible basis and
is computed for an entire project, rather than building-by-building.

*** If the owner has elected to fix the credit percentage pursuant to Section 42(b)(2)(A)(ii)(I),
this credit percentage is fixed and binding upon all buildings in the project with respect to
which the election is made, and upon the owner and all successors as owners of those
buildings in the project.  If no such election has been made, this credit percentage is an
estimate for the purposes of making the Carryover Allocation.
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RECORDING REQUESTED BY AND
WHEN RECORDED, MAIL TO:
Oregon Housing and Community
Services Department
1600 State Street
Salem, Oregon 97301-4246
Attn:  SPACE ABOVE FOR RECORDER�S USE   

OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT
LOW-INCOME HOUSING TAX CREDIT

DECLARATION OF LAND USE RESTRICTIVE COVENANTS

THIS DECLARATION OF LAND USE RESTRICTIVE COVENANTS, (this "Declaration"), dated as of           
                                 , by _______________ (project owner), and its successors and assigns (the "Owner") is given as
a condition precedent to the allocation of low-income housing credits by the Oregon Housing and Community
Services Department, a governmental agency of the State of Oregon, together with any successor to its rights, duties,
and obligations, (the "Department").

WITNESSETH:

WHEREAS, the Owner is or shall be the owner of a(n)  unit rental housing development located on lands in the City
of ____________, County of ____________, State of Oregon, more particularly described in Exhibit A hereto,
known as or to be known as _________________ (the "Project"); and

WHEREAS, the Department has been designated by the Governor of the State of Oregon as the housing credit
agency for the State of Oregon for the allocation of  low-income housing tax credit dollars (the "Credit"); and

WHEREAS, the Owner has applied to the Department and entered into a Reservation and Extended Use Agreement
for an allocation of Credit to the Project in an amount not to exceed ______________________________ (amount
in words) dollars ($_____________________ amount in numbers) of  ____ (year) low-income housing credit
allocation; and

WHEREAS, the Department has agreed to issue a Form 8609 to the Owner upon the execution and recording of this
Declaration which constitutes part of the Reservation and Extended Use Agreement; and

WHEREAS, the Owner has represented to the Department in Owner’s Low-Income Housing Tax Credit Application
(the "Application") dated ____________, that Owner shall lease/rent _____  percent of the units in the Project to
individuals or families whose income is 50% 0r 60% (choose one) percent or less of the area family adjusted median
gross income ("Low-Income Tenants") as determined in accordance with Section 42 of the Internal Revenue Code
(the "IRC"); and

WHEREAS, the Department has determined the Project would require a Credit allocation in the amount of
$______________ of  tax credit allocation to be financially feasible; and

WHEREAS, the Owner has represented to the Department rent restrictions it will maintain for the period of time as
specified in the Reservation and Extended Use Agreement; and

WHEREAS, the IRC requires as a condition precedent to the allocation of the Credit that the Owner execute, deliver
and record this Declaration in the official land deed records of the county in which the Project is located in order to
create certain covenants running with the land for the purpose of enforcing the requirements of IRC Section 42 and
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the Department’s Occupancy Restrictions found in Section 5 hereof by regulating and restricting the use, occupancy
and transfer of the Project as set forth herein; and

WHEREAS, the Owner, under this Declaration, intends, declares, and covenants that the regulatory and restrictive
covenants set forth herein governing the use, occupancy, and transfer of the Project shall be and are covenants
running with the Project land for the term stated herein and binding upon all subsequent owners of the Project land
for such term, and are not merely personal covenants of the Owner,

NOW, THEREFORE, in consideration of the promises and covenants hereinafter set forth and of other valuable
consideration, the receipt and sufficiency of which is hereby acknowledged, the Owner and the Department agree as
follows:

SECTION 1 - DEFINITIONS

All the words and phrases used in this Declaration shall have the same meaning as when used in IRC Section 42,
Treasury Regulations or Notices promulgated pursuant to IRC Section 42, Department Administrative Rules, and the
Department of Housing and Urban Development ("HUD") Regulations unless the context requires otherwise.

SECTION 2 - RECORDING AND FILING; COVENANTS TO RUN WITH THE LAND

(a) Upon execution of this Declaration by the Owner and the Department, the Owner shall cause
this Declaration and all amendments hereto to be recorded and filed in the official public land
deed records of the county in which the Project is located, and shall pay all fees and charges
incurred in connection therewith.  Upon recording, the Owner shall immediately transmit to
the Department an executed original or certified copy of the recorded Declaration showing
the date, deed book and page numbers of record.  The Owner understands and agrees that the
Department will not issue the Internal Revenue Service Form 8609 constituting final
allocation of the Credit unless and until the Department has received the recorded executed
original of this Declaration.

(b) The Owner intends, declares, and covenants, on behalf of itself and all future Owners and
operators of the Project during the term of this Declaration, that this Declaration and the
covenants and restrictions set forth in this Declaration regulating and restricting the use,
occupancy and transfer of the Project (I) shall be and are covenants running with the Project
land, encumbering the Project for the term of this Declaration, binding upon the Owner’s
successors in title and all subsequent Owners and Operators of the Project (II) are not merely
personal covenants of the Owner, and (III) shall bind the Owner (and the benefits shall inure
to the Department and any past, present or prospective tenant of the Project) and its
respective successors and assigns during the term of this Declaration.  The Owner hereby
agrees that any and all requirements of the laws of the State of Oregon to be satisfied in order
for the provisions of this Declaration to constitute deed restrictions and covenants running
with the land shall be deemed to be satisfied in full, and that any requirements of privileges of
estate are intended to be satisfied, or in the alternate, that an equitable servitude has been
created to insure that these restrictions run with the Project.  For the longer of the period this
Credit is claimed or the term of this Declaration, each and every contract, deed or other
instrument hereafter executed conveying the Project or portion thereof shall expressly
provide that such conveyance is subject to this Declaration, provided, however, the covenants
contained herein shall survive and be effective regardless of whether such contract, deed, or
other instrument hereafter executed conveying the Project or portion thereof provides that
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such conveyance is subject to this Declaration.

(c) The Owner covenants to obtain the consent of any prior recorded lien holder on the Project to
this Declaration and such consent shall be a condition precedent to the issuance of Internal
Revenue Service Form 8609 constituting final allocation of the Credit.

SECTION 3 - REPRESENTATIONS, COVENANTS AND WARRANTIES OF THE OWNER

   The Owner hereby represents, covenants, and warrants as follows:

(a) The Owner (I) is a ___________________________(partnership, LLC, etc) duly organized
under the laws of the State of _______________, and is qualified to transact business under
the laws of the State of Oregon, (II) has the power and authority to own its properties and
assets and to carry on its business as now being conducted, and (III) has the full legal right,
power and authority to execute and deliver this Declaration.

(b) The execution and performance of this Declaration by the Owner (I) will not violate or, as
applicable, has not violated any provision of law, rule or regulation, or any order of any court
or other agency or governmental body, (II) will not violate or, as applicable, has not violated
any provision of any indenture, agreement, mortgage, mortgage note, or other instrument to
which the Owner is a party or by which it or the Project is bound, and (III) will not result in
the creation or imposition of any prohibited encumbrance of any nature.

(c) The Owner will, at the time of execution and delivery of this Declaration, have good and
marketable title to the premises constituting the Project free and clear of any lien or
encumbrance (subject to encumbrances created pursuant to this Declaration, any Loan
Documents relating to the Project or other permitted encumbrances).

(d) There is no action, suit, or proceeding at law or in equity, or by or before any governmental
instrumentality or other agency now pending, or, to the knowledge of the Owner, threatened
against or affecting it, or any of its properties or rights, which if adversely determined, would
materially impair its right to carry on business substantially as now conducted (and as now
contemplated by this Declaration) or would materially adversely affect its financial condition.

(e) The Project constitutes or will constitute a qualified low-income building or qualified
low-income project, as applicable, as defined in IRC Section 42 and applicable regulations.

(f) Each unit in the Project contains complete facilities for living, sleeping, eating, cooking and
sanitation (unless the Project qualifies as a single-room occupancy project or transitional
housing for the homeless) which are to be used on other than a transient basis.

(g) During the Term of this Declaration, all units subject to the Credit shall be leased, rented or
made available to members of the general public who qualify as Low-Income Tenants (or
otherwise qualify for occupancy of the low-income units) under the applicable election
specified in Section 42(g) of the IRC.

(h) The Owner agrees that tenant and third parties will be eligible to enforce IRC Section 42
entitlements as provided by the Fair Housing Act, as amended.
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(i) During the term of this Declaration, the Owner covenants, agrees and warrants that each
low-income unit is and will remain habitable.

(j) Subject to the requirements of IRC Section 42 and this Declaration, the Owner may sell,
transfer, or exchange the entire Project at any time, but the Owner shall notify in writing and
obtain the agreement of any buyer or successor or other person acquiring the Project or any
interest therein that such acquisition is subject to the requirements of this Declaration and to
the requirements of IRC Section 42 and applicable regulations.  This provision shall not act
to waive any other restriction on sale, transfer, or exchange of the project or any low-income
portion of the Project.  The Owner agrees that the Department may void any sale, transfer, or
exchange of the Project if the buyer or successor or other person fails to assume in writing the
requirements of this Declaration and the requirements of IRC Section 42.  Notwithstanding
the foregoing, the owner shall not dispose of any portion of a building which constitutes a
portion of the Project and to which this Declaration applies unless the entire building is
disposed of to such person.

(k) The Owner agrees to notify the Department in writing prior to any sale, transfer, or exchange
of the entire Project or any low-income portion of the Project.

(l) The Owner will provide certified financial documentation acceptable to the Department to
satisfy the calculation of a qualified contract and to begin the one year period for finding a
buyer in accordance with IRC Section 42(h)(6) if desired.

(m) The Owner shall not demolish any part of the Project, substantially subtract from any real or
personal property of the Project, or permit the use of any residential rental unit for any
purpose other than rental housing during the term of this Declaration unless required by law
or unless the Department has given its prior written consent.

(n) The Owner represents, warrants, and agrees that if the Project, or any part thereof, shall be
damaged, destroyed, shall be condemned, or acquired for public use, the Owner will use its
best efforts, subject to the rights of any mortgagee, to repair and restore the Project to
substantially the same condition as existed prior to the event causing such damage or
destruction, or to relieve the condemnation, and thereafter to operate the Project in
accordance with the terms of this Declaration.

(o) The Owner warrants that it has not and will not execute any other Declaration with provisions
contradictory to, or in opposition to, the provisions hereof, and that in any event, the
requirements of this Declaration are paramount and controlling as to the rights and
obligations herein set forth and supersede any other requirements in conflict herewith.

(p) The applicable fraction for each building of the Project during the term of this Agreement
shall not be less than the applicable fraction specified in the Low-Income Housing Tax Credit
Reservation and Extended Use Agreement (the "Agreement") executed by the Owner as 
percent.  [See IRC Section 42(h)(6)(B)]

(q) The Department may require the Owner to reduce rents charged for low-income units if
property taxes imposed upon the Project are reduced because of a change in Oregon law. 
Any reduction in rent required by the Department shall not exceed the reduction in property
taxes, taking into account any replacement taxes or equivalent charges.
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(r) If the Section 8 Income Limits used to determine rent limits are reduced to account for a
reduction in property taxes imposed on the Project because of a change in Oregon law or if
rents are otherwise reduced by federally subsidized housing assistance programs or
comparable program to account for a reduction in property taxes imposed on the Project
because of a change in Oregon law and the Department determines that the reduced rent
charged for low-income units in the Project appropriately reflects the reduction in property
taxes, then Section 3(q) of this Declaration shall not apply.

(s) The owner will not refuse to lease to a holder of a voucher or certificate of eligibility under
Section 8 of the United States Housing Act of 1937 because of the status of the prospective
tenant as such a holder.

(t) The owner agrees to fill out and sign Part II of the Form 8609 required to be completed by
the building owner for the first year of the credit period and return a copy (without Schedules
and other supporting documents) to the Department for the purposes of compliance
monitoring.

(u) The Department may charge a reasonable fee comparable to fees charged by the Department
for monitoring activities in accordance with Section 8(d) of this Declaration for rent reviews
and determinations made pursuant to Sections 3(q) and 3(r) of this Declaration.

SECTION 4 -INCOME RESTRICTIONS;  RENTAL RESTRICTIONS

The Owner represents, warrants, and covenants that from and after initial occupancy and
throughout the remaining term of this Declaration and in order to satisfy the requirements of
IRC Section 42 ("Section 42 Occupancy Restrictions") that;

(Check applicable percentage election)

(a) (1)   At least 20 percent or more of the residential units in the Project will be both
rent-restricted and occupied by individuals whose income is 50 percent or less of
family adjusted area median income.

(2)   At least 40 percent or more of the residential units in the Project will be both
rent-restricted and occupied by individuals whose income is 60 percent or less of
family adjusted area median income.

(b) The Department may require that the determination of whether a tenant meets the low-income
requirement be made by the Owner or his designated agent at least annually on the basis of
the current income of such Low-Income Tenant.

SECTION 5 - DEPARTMENT’S OCCUPANCY RESTRICTIONS

The Owner represents, warrants and covenants throughout the term of this Declaration that:

(a) Project rents will not exceed the gross rent allowable under IRC  Section 42.

(Check b through e, if applicable)

(b)    The Owner will extend the income and rental restrictions of IRC Section 42 for  years after the close of the
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compliance period.

(c)    Regardless of any provision in this Declaration to the contrary, the Department’s Occupancy Restrictions
provided by this Section shall remain in place for a period of  years or until January 1, ____ (year) except in
the case of foreclosure or deed in lieu of foreclosure of a prior recorded lien to this Declaration as provided in
Section 6(b)(1) but subject to Section 6(c) of this Declaration.

(Check applicable election)

(d) (1) __ The Owner will SET the earliest date upon which the Owner may request the Department to assist in
procuring a qualified contract for the acquisition of the low-income portion which is a part of the
Project to after year 14, from the year the project was placed in service.

(2) __ The Owner will POSTPONE the earliest date upon which the Owner may request the Department to
assist in procuring a qualified contract for the acquisition of the low-income portion which is a part of
the Project from after year 14 to year ____, from the year the project was placed in service.

(e)    Operating reserves when released from restricted use shall be wholly used to subsidize tenant rents consistent
with guidelines prescribed by the Department.

SECTION 6 - TERM OF DECLARATION

(a) Except as hereinafter provided, this Declaration and the IRC Section 42 Occupancy Restrictions specified
herein shall commence with the first day in the Project period on which any building which is part of the
Project is placed in service and shall end on the date which is 15 years after the close of the compliance
period.

(b) The Owner shall comply with the requirements of IRC Section 42 relating to the extended use period,
provided, however, this Declaration and the extended use period for any building which is part of this Project
shall terminate:

(1) On the date the building is acquired by foreclosure or instrument in lieu of foreclosure; or

(2) On the last day of the one-year period specified in IRC Section 42(h)(6)(I), if the Owner has
properly requested in accordance with IRC Section 42 that the Department assist in procuring a
qualified contract for the acquisition of the low-income portion of any building which is a part of
the Project, the Department and the Owner have agreed upon the terms of sale as specified in
Section 3(l) of this Declaration, and the Department is unable to present a qualified contract within
one year of reaching written agreement regarding the terms of sale.

(c) Notwithstanding subsection (b) above, IRC Section 42 rent requirements shall continue for a period of three
years following the termination of the extended use requirement pursuant to the procedures specified in
subsection (b) above for those tenants existing as of the date of termination.  During such three-year period,
the Owner shall not evict or terminate the tenancy of an existing tenant of any low-income unit other than
for good cause and shall not increase the gross rent above the maximum allowed under the IRC with respect
to such low-income unit.

(d) If the Owner has agreed to optional Department’s Occupancy Restrictions as reflected in Section 5 of this
Declaration, neither this Declaration nor the extended use period shall terminate until the time period for
compliance with such Department’s Occupancy Restrictions has expired subject to earlier termination under
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Section 6(b)(1) above.

SECTION 7 - ENFORCEMENT OF DEPARTMENT’S OCCUPANCY RESTRICTIONS

(a) The Owner shall permit, during normal business hours and upon reasonable notice, any duly authorized
representative of the Department, to inspect any books and records of the Owner regarding the Project with
respect to the incomes of Low-Income Tenants which pertain to compliance with the Department’s
Occupancy Restrictions specified in this Declaration.

(b) The Owner shall submit any other information, documents, or certifications requested by the Department
which the Department shall deem reasonably necessary to substantiate the Owner’s continuing compliance
with the provisions of the Department’s Occupancy Restrictions specified in this Declaration.

SECTION 8 - ENFORCEMENT OF SECTION 42 OCCUPANCY RESTRICTIONS

(a) The Owner covenants that it will not knowingly take or permit any action that would result in a violation of
the requirements of IRC Section 42 and applicable regulations of this Declaration.  Moreover, Owner
covenants to take any lawful action (including amendment of this Declaration as may be necessary, in the
opinion of the Department) to comply fully with the IRC and with all applicable rules, rulings, policies,
procedures, regulations or other official statements promulgated or proposed and published by the United
States Department of the Treasury, the Internal Revenue Service, or HUD from time to time pertaining to
Owner’s obligations under IRC Section 42 and affecting the Project.

(b) The Owner acknowledges that the primary purpose for requiring compliance by the Owner with restrictions
provided in this Declaration is to assure compliance of the Project and the Owner with IRC Section 42 and
the applicable regulations, AND BY REASON THEREOF, THE OWNER IN CONSIDERATION FOR
RECEIVING LOW-INCOME HOUSING TAX CREDITS FOR THIS PROJECT HEREBY AGREES
AND CONSENTS THAT THE DEPARTMENT AND ANY INDIVIDUAL WHO MEETS THE
INCOME LIMITATION APPLICABLE UNDER SECTION 42 (WHETHER PROSPECTIVE, PRESENT
OR FORMER OCCUPANT) SHALL BE ENTITLED, FOR ANY BREACH OF THE PROVISIONS
HEREOF, AND IN ADDITION TO ALL OTHER REMEDIES PROVIDED BY LAW OR IN EQUITY,
TO ENFORCE SPECIFIC PERFORMANCE BY THE OWNER OF ITS OBLIGATIONS UNDER THIS
DECLARATION IN A STATE COURT OF COMPETENT JURISDICTION.  The Owner hereby further
specifically acknowledges that the beneficiaries of the Owner’s obligations hereunder cannot be adequately
compensated by monetary damages in the event of any default hereunder.

(c) The Owner hereby agrees that the representations and covenants set forth herein may be relied upon by the
Department and all persons interested in Project compliance under IRC Section 42 and the applicable
regulations.

(d) The Owner agrees to take any and all actions reasonably required by the Department to substantiate the
Owner’s compliance with occupancy restrictions of IRC Section 42 as now constituted or subsequently
amended and other occupancy restrictions of the Department as now constituted or subsequently adopted
and will pay a reasonable fee to the Department for the Department’s monitoring of the Owners compliance
based upon the Department’s monitoring costs.

(e) This Declaration and the Reservation and Extended Use Agreement of which it is a part may be enforced by
the Department or its designee in the event the Owner fails to satisfy any of the requirements herein.  In



OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT
2000 LOW-INCOME HOUSING TAX CREDIT ALLOCATION PLAN

114

addition, this Declaration shall be deemed a contract enforceable by one or more Tenants as third-party
beneficiaries of the Declaration and Reservation and Extended Use Agreement.  In the event the Owner fails
to satisfy the requirements of this Declaration or the Reservation and Extended Use Agreement and legal
costs are incurred by the Department or one or more of the tenants or beneficiaries, such legal costs,
including attorney fees and court costs (including costs of appeal), are the responsibility of, and may be
recovered from, the Owner.

SECTION 9 - EXTENDED LOW-INCOME HOUSING COMMITMENT

(a) For the purpose of ensuring that the Project will continue to be used as affordable housing indefinitely,
Owner hereby agrees to transfer the Project to a "qualified nonprofit organization" [as defined in IRC
42(h)(5)(C)] acceptable to the Owner, the Department and the mortgage lender after the end of the calendar
year falling  years after the issuance of the Forms 8609 for the Project, or as soon thereafter as the transfer
can be consummated, on the following terms:

(1) The consideration for the transfer shall be in accordance with the formula in IRC Section
42(h)(6)(F) in an amount equal to the sum of (a) the principal amount of outstanding indebtedness
secured by the Project, (b) the adjusted investor equity in the Project, and (c) other capital
contributions not reflected in the amounts described above, reduced by cash distributions from (or
available for distribution from) the Project.

(2) Owner shall be under no obligation to transfer the Project to a qualified organization in the event
that no acceptable qualified organization accepts title and assumes Owner’s obligations before the
end of the calendar year falling  years after the issuance of the Forms 8609 for the Project.

(3) In making the determination of the transferee qualified nonprofit organization, first right of refusal
shall be given to .

(4) Any controversy related to the selection of the transferee qualified organization shall be settled by
arbitration pursuant to the rules of the American Arbitration Association.

(b) Owner further covenants to use its reasonable best efforts to assure that, at the time of the transfer:  (i)  the
Project is generating sufficient cash flow to service Project debt and pay Project operating expenses; and
(ii) the Project is in reasonably good physical condition (for a multi-family apartment project of its age and
quality).

(c) No provision of this section shall prevent any lender loaning funds secured by the Project from foreclosing
on the property or otherwise exercising its full right as a lender.  In the event of a bonafide foreclosure or
transfer of the Project to a lender by a deed in lieu of foreclosure, the foreclosing lender shall take the
Project free and clear of any obligation to transfer the Project to a nonprofit organization or to operate the
Project as affordable housing except as provided for in IRC Section 42.  The Department or its assigns shall
have the right to cure any default to avoid foreclosure and assure transfer as stated above.

SECTION 10 - MISCELLANEOUS

(a) Severability.  The invalidity of any clause, part, or provision of this Declaration shall not affect the validity
of the remaining portions thereof.

(b) Notices.  All notices to be given pursuant to this Declaration shall be in writing and shall be deemed given
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when mailed by certified or registered mail, return receipt requested, to the parties hereto at the addresses
set forth below, or to such other place as a party may from time to time designate in writing.

To the Department: Oregon Housing and Community Services Department
ATTN:  LIHTC PROGRAM
1600 State Street
Salem, Oregon  97301-4246

To the Owner:
ATTN: 

The Department, and the Owner, may, by notice given hereunder, designate any further or different
addresses to which subsequent notices, certificates or other communications shall be sent.

(c) Amendment.  The Owner agrees that it will take all actions necessary to effect amendment of this
Declaration as may be necessary to comply with the IRC, any and all applicable rules, regulations, policies,
procedures, rulings, or other official statements pertaining to the Credit.  The Department, together with
Owner, may execute and record any amendment or modification to this Declaration and such amendment or
modification shall be binding on third-parties granted rights under this Declaration.

(d) Subordination of Declaration.  This Declaration and the restrictions hereunder are subordinate to the
permanent loan and loan documents on the Project in an original principal amount not to exceed $, except
insofar as IRC Section 42 (h)(6)(E) otherwise requires.  The Department may subordinate this Declaration
to other Financing, in its sole discretion and such subordination shall be binding on all third-parties granted
rights under this Declaration.

(e) Governing Law.  This Declaration shall be governed by the laws of the State of Oregon and, where
applicable, the laws of the United States of America.

(f) Survival of Obligations.  The obligations of the Owner as set forth herein and in the Application shall
survive the allocation of the Credit and shall not be deemed to terminate or merge with the awarding of the
allocation.

IN WITNESS WHEREOF, the Owner has caused this Declaration to be signed by its duly authorized
representatives, as of the day and year first written above.

OWNER
                                     

By:                                  

Name:                                

Title:                               

STATE OF OREGON )
)

County of                                             )
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This instrument was acknowledged before me this                       day of                                       , 20    , by                 
                                                                                                  .

                                                                        

NOTARY PUBLIC FOR OREGON
My Commission Expires:                                     

This document prepared this March 22, 2000 , by:                                                                                                                            
     

Name: Susan Asam
Title: Tax Credit Program Representative
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Form ����
(Rev. August 1996)

.QY�+PEQOG�*QWUKPI�%TGFKV
#NNQECVKQP�%GTVKHKECVKQP

OMB No. 1545-0988

Department of the
Treasury Internal
Revenue Service

< Do not file separately.  The building owner must attach Form 8586,
Form 8609, and Schedule A (Form 8609) to its Federal income tax return.

Attachment
Sequence No. 36

 Part I Allocation of Credit - Completed by Housing Credit Agency Only

 Check if:  Addition to Qualified Basis     Amended Form
A Address of building (do not use P.O. box)(see instructions) B Name and address of housing credit agency

OREGON HOUSING AND COMMUNITY SVS DEPT
1600 STATE STREET
SALEM OREGON 97301-4246

C Name, address, and TIN of building owner receiving allocation: 
               

D Employer identification number of agency
93-0952117

TIN           
E Building identification number (BIN)
     OR

1a  Date of allocation �           b  Maximum housing credit dollar amount allowable .................................................... 1b $          
2    Maximum applicable credit percentage allowable..................................................................................................................... 2           %
3a  Maximum qualified basis............................................................................................................................................................ 3a $          
  b Check here  if the eligible basis used in the computation of line 3a was increased under the high-cost area

provisions of section 42(d)(5)(C).  Enter the percentage to which the eligible basis was increased (see instructions) ........
3b 1          %

4 Percentage of the aggregate basis financed by tax-exempt bonds. (If zero, enter -0-.)......................................................... 4           %
5 Date building placed in service....................................................................................................................................           

6 Check the box that describes the allocation for the building (check one only):
a  Newly constructed and federally subsidized  b  Newly constructed and not federally subsidized   c  Existing building
d  Sec. 42(e) rehabilitation expenditures federally subsidized   e  Sec. 42(e) rehabilitation expenditures not federally subsidized

Under penalties of perjury, I declare that the allocation made is in compliance with the requirements of section 42 of the Internal Revenue Code, and that I
have examined Part I of this form and to the best of my knowledge and belief, the information is true, correct, and complete.

4………………………………….….…………………4……………………..………………………………….4…………….……
Signature of authorized official Susan Asam, LIHTC Program Representative Date

 Part II First-Year Certification - Completed by Building Owner for First Year of Credit Period Only
7a Date building placed in service ............. /......./ ........  b Eligible basis of building (see instructions) .................................. 7a
8a Original qualified basis of the building at close of first year of credit period ........................................................................... 8a
 b Is the building part of a multiple building project?.................................................................................................................... ��Yes      No
9a If box 6a or box 6d is checked, do you elect to reduce eligible basis under section 42(i)(2)(B)?...........................................   Yes      No
 b Do you elect to reduce eligible basis by disproportionate costs of non-low-income units (section 42(d)(3))?   Yes      No
10 Check the appropriate box for each election:
  a Elect to begin credit period the first year after the building is placed in service (section 42(f)(3))?   Yes      No
  b Elect not to treat large partnership as taxpayer (section 42(j)(5))   .................. ................... ........................ .......... ...........   Yes     
  c Elect minimum set-aside requirement (section 42(g)) (see instructions)   20-50   40-60   25-60 (NYC only)
  d Elect deep-rent-skewed project (section 142(d)(4)(B)) (see instructions) ................... ........................ ..........   15-40

Note: A separate Schedule A (Form 8609), Annual Statement, for each building must be attached to the corresponding Form 8609 for each year of the 15-
year compliance period.
Caution: Read the instructions under Signature (page 4) before signing this part.
Under penalties of perjury, I declare that the above building continues to qualify as a part of a qualified low-income housing project and meets the
requirements of Internal Revenue Code section 42 and that the qualified basis of the building has ∀ has not ∀ decreased for this tax year. I have
examined this form and attachments, and to the best of my knowledge and belief, they are true, correct, and complete.

4……………………………………………….. 4………………………………….. 4………………………….. 4…………………………
Signature Taxpayer Identification number Date                                        Name (please type or print)

For Paperwork Reduction Act Notice, see instructions. Cat. No. 63981U Form 8609 (Rev. 8-96)
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EXHIBIT G

DEFINITIONS

Annual Tax Credit:  The amount of credit allocated to a project.  The credit is available annually to the sponsor for
a period of ten years.  The amount of credit cannot exceed what the Department deems necessary for the project’s
financial feasibility.

Applicable Fraction:  Equals the lesser of the "unit fraction" or the "floor space fraction."  The "unit fraction" is
calculated by dividing the number of low-income units in a building by the total units in the building, and the "floor
space fraction" is calculated by dividing the total floor space of the low-income units in a building by the total floor
space of the residential units in the building.

Applicable Tax Credit Percentage:  The percentage use in the calculation of amount of tax credit available to a
project depending upon its development and financing characteristics.  A qualified low-income housing project may
be eligible for one or both of two types of credit.  A 30 percent net present value (NPV) tax credit applies to new
construction and substantial rehabilitation that receive federally subsidized financing as well as to the acquisition of
eligible existing buildings, regardless of the financing source.  A 70 percent NPV applies to new construction and
substantial rehabilitation that do not receive federally subsidized financing.  Consequently, a single project may
receive two rates of tax credit.

Compliance Period:  The period of 15 taxable years beginning with the first year of a building’s ten-year "credit
period."  In addition, each building must have an extended low-income housing commitment which requires, at a
minimum, a 15-year extended use period that begins on the first day of the compliance period and ends 15 years after
the close of the compliance period.

Construction Costs:  Includes, but not limited to, all costs incurred in bringing a building to completion, not
including land acquisition, finance or sales costs.

Credit Period:  The period of ten taxable years beginning with the taxable year in which the building is placed-in-
service or, at the election of the sponsor, the succeeding taxable year, but only if the building is a qualified low-
income building at the close of the first year of the period.  The credit period for the acquisition of an existing
building may not begin until the first year of the credit period for the rehabilitation expenditures for that building.

Debt Service:  The periodic amount spent to pay the principal and interest on a loan.

Debt Service Ratio:  The ratio between the project’s net operating income and debt service.

Depreciable Costs:  Those development costs incurred in connection with a capital asset that is subject to a loss of
value brought about by age, physical deterioration or functional or economic obsolescence.

Development Costs:  Costs incurred for the purpose of preparing raw land for the construction of buildings or the
rehabilitation of existing buildings.  Development costs may include, but is not limited to, planning, oversight,
relocation, demolition, construction or rehabilitation, equipment, interest and carrying charges, on-site streets and
utilities, any contingency reserve, insurance premiums.

Effective Gross Income:  The stabilized income a property is expected to generate after a vacancy and on
allowances for bad debt.
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Eligible Basis:  Consists of the eligible expenditures, new construction, rehabilitation and acquisition,  incurred up to
the close of the first taxable year of a project’s "credit period."  Eligible basis includes:  the adjusted basis of
depreciable property (without regard to depreciation); certain deductions from these costs must be made, including
but not limited to:  (1) the cost or value of the land underlying the project; (2) the value of federal grants used to
finance the project; (3) tax credits received under certain provisions state and federal tax law; and (4) the amount of
"nonqualified nonrecourse financing" used in the project.

Eligible basis also includes the cost of personal property for use by the residents, such as major appliances.  A
project owner may also include the cost of facilities and extra amenities such as common areas, parking facilities and
recreation equipment in the project’s eligible basis if there is no separate fee for the use of the facilities and they are
available to all residents on a comparable basis.  Costs of the residential units in a building which are not low-income
units may be included but only if such units are not above the average quality standard of the low-income units or if
such excess costs are deducted from the eligible basis.  Project buildings located in "qualified census tracts or
difficult to develop areas" are entitled to an increase in their eligible basis.

Eligible Existing Building:  A taxpayer may normally receive a 30 percent NPV credit for the acquisition of an
existing building if (1) it was purchased from an unrelated entity that owned it for at least ten years and kept it in
active use; (2) for the ten-year period preceding the purchase, it did not undergo any rehabilitation in excess of 25
percent of its basis; and (3) no 15-year compliance period is in effect for any previously received low-income
housing tax credits. 

Federally Subsidized Building:  A building is deemed to be federally subsidized if it is financed by federal tax-
exempt bonds or below market Federal loans.

Gross Annual Income:  Means adjusted annual income as calculated in conformance with Section 8 of the U.S.
Housing Act of 1937 and according to the most recent regulations of the U.S. Department of Housing and Urban
Development.

Gross Rent:  An amount that does not exceed 30 percent of the applicable income limitation. Gross rent includes an
utility allowance determined by the Secretary of the U.S. Department of Treasury; but does not include any payment
under Section 8 or any comparable rental assistance program; and does not include fees for supportive services paid
by governmental or nonprofit organizations if such programs include rental assistance and rent is not separable from
the amount of assistance provided for supportive services; and does not include any rental payments to the owner of
the unit to the extent such owner pays an equivalent amount to the Farmers Home Administration under Section 515
of the Housing Act of 1949.

Supportive services, as used in clause (2) above, means any service provided under a planned program of services
designed to enable residents of a residential rental property to remain independent and avoid placement in a hospital,
nursing home or intermediate care facility for the mentally or physically handicapped.  In the case of a single-room
occupancy unit or a building providing transitional housing to the homeless, this term includes any service provided
to assist residents in locating and retaining permanent housing.

HUD:  United States Department of Housing and Urban Development.

Net Operating Income:  Difference between effective gross income and expenses including taxes and insurance. 
The term refers to net income before depreciation and debt service.

Nonqualified Nonrecourse Financing

General.  Nonqualified nonrecourse financing means any nonrecourse financing which is not "qualified
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commercial financing."  Financing is nonrecourse if the borrower is not personally at risk to repay the loan
or if the lender has an interest in the financed project (other than as a creditor).  The borrower may be
protected against loss on a loan through guarantees, stop-loss agreements or other similar arrangements.

Qualified Commercial Financing.  Financing generally constitutes qualified commercial financing when
(1) seller of the financed property is not a "related person" to the borrower; (2) amount of the nonrecourse
financing does not exceed 80 percent of the property’s credit base; and (3) financing is borrowed from a
"qualified person" party or is borrowed or guaranteed by a governmental entity.  A "qualified person" is a
party actively and regularly engaged in the business of lending money that is not (1) a "related person" to
the borrower; (2) the seller of the financed property or a "related person" to the seller; or (3) a party
receiving a fee from the borrower’s investment in the property or a "related person" to such a party.  Certain
"qualified commercial financing" and "qualified person" requirements do not apply when the borrower is a
qualified nonprofit organization. 

Related Entity/Person.  Related persons include, but are not limited to, (1) members of a family; (2) a
fiduciary and either a grantor or a beneficiary of a trust; (3) a party and a federally tax-exempt organization
that the party, or members of the party’s family, controls; (4) a party and either a corporation or a
partnership in which the party has more than a 50 percent interest; (5) two business entities, either
corporations or partnerships, where a party has more than a 50 percent interest in each; (6) two corporations
that are members of the same controlled group; and (7) two parties engaged in trades or businesses under
common control.

Operating Expenses:  All expenses of a property, with the exception of real estate taxes, depreciation, interest and
amortization.

Placed-In-Service:  The Placed-In-Service date for a new or existing building is the date on which the building is
ready and available for its specifically assigned function.  This is usually the date the first unit in the building is
certified as being suitable for occupancy under state or local law.  Substantial rehabilitation expenditures are treated
as Placed-In-Service at the close of any 24-month period over which the expenditures are aggregated.

Qualified Allocation Plan:  The plan, signed by the Governor, that establishes the process by which the Department
will allocate Tax Credit to qualified projects.  Available upon request from the Department.

Qualified Basis:  The portion or percentage of the eligible basis that qualified for the tax credit becomes the
qualified basis.  The "eligible basis" is multiplied by the "applicable fraction" to obtain the amount of "qualified
basis" attributable to the housing project.

Qualified Census Tract or Difficult Development Area: Projects located in Difficult to develop areas and
Qualified census tracts are eligible for additional credit.  The maximum credit to such projects is calculated by
increasing the eligible basis by 130 percent.  To determine if your project is located in a qualified census tract, please
contact Portland State University Center for Population Research and Census at 1-503-725-3922 or your City Hall.

Qualified Low-Income Housing Project:  Any project for residential rental property that meets the "20-50 Test" or
the "40-60 Test," as elected by the taxpayer.  This election, once made, is irrevocable.

• The 20-50 Test  This test is satisfied if at least 20 percent of the residential units in a project are both
rent-restricted and occupied by individuals whose income is no more than 50 percent of the area
median gross income.

• The 40-60 Test  This test is satisfied if at least 40 percent of the residential units in a project are both
rent-restricted and occupied by individuals whose income is no more than 60 percent of the area
median gross income.



OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT
2000 LOW-INCOME HOUSING TAX CREDIT ALLOCATION PLAN

135

Qualified Nonprofit Organization:  An organization described in IRC Section 501(c)(3) or 501(c)(4) that is
exempt from federal income tax under IRC Section 501(a) if the Department determines the organization is not
affiliated with or controlled by a for profit organization and an exempt purpose of such organization includes
fostering low-income housing.

Replacement Reserve:  A cash reserve for the future replacement of fixed assets.

Soft Costs:  Architectural, engineering and legal fees as distinguished from land and construction costs.

Substantial Rehabilitation:  Projects qualify for the 70 percent present value credit if they have not received any
federal financing subsidies and have total rehabilitation and related expenditures attributable to or benefiting one or
more units (incurred over a 24-month period ending when the buildings are placed-in-service) in an amount equal to
the greater of:  not less than ten percent of the adjusted basis of the building; or $3,000 or more per low-income unit.

Tax Credit:  Under the federal income tax code, a tax credit is a dollar-for-dollar reduction in the tax liability.  A
tax credit is subtracted after the amount of taxes is calculated.  The use of tax credits can be limited by the
application of the passive loss provisions, the alternative minimum tax and limits on the use of general business
credits.

Tax Credit Syndication:  Owners of an LIHTC project may sell (syndicate) the tax credits to limited partner
investors who contribute equity for the project in return for the use of the tax credit and other tax benefits generated
by the project.  The project developer usually retains ownership in the project and acts as the general partner.  The
limited partner investors are usually not involved in the management of the project, but will be concerned that the
project is maintained in compliance with tax credit regulations.  If not, they may be subject to tax credit recapture
and penalties. 

Transitional Housing for Homeless:  A housing unit does not qualify for the LIHTC program as a low-income unit
if it used on a transient basis.  Transitional housing for the homeless is not considered to be used on a transient basis
if the units contain sleeping accommodations, bathroom and kitchen facilities and are located in a building in which a
governmental entity or qualified nonprofit organization provides residents with temporary housing and supportive
services designed to assist them in locating and retaining permanent housing and is used exclusively to facilitate the
transition of homeless individuals (as the term is used in Section 103 of the Steward B. McKinney Homeless
Assistance Act) to independent living within 24 months.  The qualified basis of a building that provides transitional
housing for the homeless may be increased by the amount of the eligible basis of the building that is used throughout
the year to provide supportive services designed to assist residents in locating and retaining permanent housing to the
extent that this amount does not exceed 20 percent of the building’s other qualified basis.

Vacancy Rate:  The percentage loss from gross rental income due to vacancy and collection losses.
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EXHIBIT H
SUMMARY OF PUBLIC COMMENT/HEARING INFORMATION

OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT (HCS)

SUMMARY OF PUBLIC COMMENTS ON PROPOSED AMENDMENTS TO THE
LOW-INCOME HOUSING TAX CREDIT ALLOCATION PLAN AND

DEPARTMENT ACTION

TO: Interested Parties

FROM: Susan Asam, LIHTC Program Representative

DATE: September 1, 1999

RE: 2000 DRAFT QUALIFIED ALLOCATION PLAN

The Low-Income Housing Tax Credit Program was created under the provisions of the Tax Reform Act of
1986 to encourage the development of rental housing for low-income households.  The Oregon Housing and
Community Services Department ("Department") by Executive Order EO-87-06 from the Governor is the
designated administrator of the Low-Income Housing Tax Credit (LIHTC) Program with the responsibility
of allocating the State’s annual per capita and non-competitive credit authority in accordance with an
approved Qualified Allocation Plan.

THE DRAFT 2000 Qualified Allocation Plan (QAP) is now available for your review and comment. A
copy of the DRAFT QAP may be obtained from the Oregon Housing and Community Services web site at:
www.hcs.state.or.us.

A hard copy can be had by providing your name and mailing address to Sarah Dornon, Housing Resources
Section, 503-986-2054, e-mail: sarah.dornon@hcs.state.or.us.  There are several changes and clarifications
to the plan since its last update in 1999. 

Some of the more specific changes are:
� Currently, each state is allocated annually tax credits in an amount equal to $1.25 per state resident.

There is a move in Washington, D.C. to increase this annual amount.  Should this effort be successful,
this document will be automatically amended to govern the higher allotment.

� The IRS is expected to adopt the Final Rule as published in the January 8, 1999 Federal Register.  The
Compliance Monitoring and Miscellaneous Issues Relating to the Low Income Housing Credit will
become immediately effective at that time.  The Final Rule is included in the QAP as an Exhibit. 
Monitoring and potentially reservation fees will increase accordingly should the final rule be adopted.

� The set-aside for Rural and/or Farmworker projects may be taken advantage of without Rural
Development funding in the project as long as the project is specifically designed with a Farmworker
population in mind and/or is in a rural area as defined by USDA Rural Development.

� The Reservation Agreement will lock in the credit rate and must be fully executed within 60 days of receipt of
the offer letter for a competitive credit project or in the month in which the bonds are sold for a non-competitive
credit project.  Failure to lock the rate at either of these points in time will postpone the rate lock to the Placed in
Service date.
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� Projects previously awarded credits that are currently in their initial compliance periods for pre-1990 projects
and in their extended use period for post-1990 projects, will not be eligible to apply for additional credits until
the extended use period is over unless the additional credits will provide a clearly demonstrable benefit to the
tenants (beyond that promised in the original application). (Comments and concerns regarding this issue are
especially welcome.)

� Project owners who have chronic and uncorrected non-compliance findings may not be considered eligible to
apply for credits for new projects until all compliance issues are resolved or a Department approved action
program has been identified and adhered thereto.

� Because the Department is transitioning to a Fall LIHTC award cycle, the waiting list status will expire on 12/31
of the tax credit year for which the application was submitted.  This will generally extend the waiting list term to
15 to 16 months.

� A copy of a site map with each building identified by address and listing the units by number to be found in each
building will be required as documentation required for the release of the 8609 forms.  This map must match the
BIN numbers on the 8609 forms.

� In the hope of being more specific about the Department’s expectations of application a list of “standards” has
been added to the QAP.  This list follows the current criteria used to evaluate projects. Additional/Specific
Standards
Note: Each standard is considered in the context of the individual project as appropriate.

½ Period of affordability
   Must meet minimum program requirements

½ Strategies to maintain affordability
Demonstrates a desire and intent to maintain affordability as a project goal

½ Tenant Selection Criteria
Sponsor does not require tenants to have net incomes greater than two time rents (elected for all units in project)

Management Plan has reasonable criteria/Experienced Management Company
 
½ Appropriateness of the solution

Appropriate unit mix for the cited population and location

Appropriate amenities

Units assisted with Department resources are evenly distributed throughout the project (by bedroom size and
building)

 Provides accessible/adaptable units

Project located within walking distance of services, or affordable and accessible                   
Transportation is available or provided.  Project location considered to be appropriate given the population to be

served.

Target population appropriate for program requirements (income requirements met or exceeded)

Minimal displacement of existing tenants
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Units available equally to general public

Community room open and accessible to all tenants

 If day care provided, available on preference basis to tenants

½ Concentration of affordable housing
Project density and appearance consistent with its neighborhood and community

 Subsidized housing not overly concentrated in neighborhood

 If concentrated in a locality it meets local dispersal policy

If locality silent, how has sponsor addressed locating alternate sites if concentration is high

½ Community Awareness
Information provided to community and meetings held/Community has had an opportunity to comment on the

project and project design

Community group/Neighborhood association letter of support received

½ Plans to address community concerns
      Issues are clearly defined

½ Community contributions: Addresses Community interests
For example:  Letters of support, Resolution of support from local government, Fee waivers

½ Readiness to proceed
For example:  Realistic schedule , Commitment date of financing correlates to where sponsor is in process,
Other funding sources are identified

½ Market Considerations: Addresses Community needs
For example: Housing is meeting a clear need within the community, Rents are below market (ideal is rent to be

charged lowered than program maximums and is at least 10% less than market, with a preference for 20%
less than market), Market is described via use of current data sources, Current development in community
and rate of absorption is discussed, Community housing needs are well defined with multiple documented
sources  (census data/PSU census projections, rental surveys, housing authority data, special needs studies,
other sources), Consideration of other factors that impact demand for housing such as employment, in-
migration, or other trends in population

½ Percentage of unmet community need and housing gap of target population

½ Rent affordability
Rents and incomes are comparable within 10%

½ Other financing in progress
All financing information is included and accurate

Letters of interest or commitment accompany the application

Long range pro formas indicate ability to debt service loans and deferred fees (if any) with reasonable DSC

½ Sources and uses of financing
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 Realistic and available resources for project

Reasonable uses of Department funds as gap filler
Not used for ineligible expenses

½ Costs are not excessive

Demonstrates need for Department resources

½ Development costs are reasonable
Reasonable and acceptable budget including discussion of project cost appropriateness.

Applicant justifies costs through third party consultation with developers, contractors, architects, or other

Balance between proposed project development and construction costs
(generally, development cost should not exceed 30% of total project costs)

Construction and Term financing sources and uses balance

Construction costs per square foot are reasonable for building type and location

Reasonable loan fees and construction interest are shown in budget

Architect fees are reasonable

Reasonable contingency
Development contingency less than 5% of development costs

 Construction contingency less than 5% of construction costs and 10% of rehab costs
Reasonable developer fee (includes consultant, sponsor & developer)
Appropriate and not excessive for complexity of project
 Maximum 15% (small scale projects may have proportionately higher than larger projects).

Reasonable developer fee for not-for-profit including adequate fee for the project; and if a co-general
partner in a LIHTC project, does the not-for-profit sponsor share at least 25% of the developer fee and
excess cash.

Deferred fee in LIHTC has reasonable expectation to pay back in 10-15 years

 If identity of interest between developer and contractor, builder’s profit and overhead does not exceed 10%
of construction costs

½ Proforma
Reasonable, realistic and fully explained operating expenses

Appropriate management fees

Appropriate primary debt coverage ratio (1.15 to 1.25).  Exceptions can be granted if applicant verifies that lender
requires a higher DCR or will accept a lower DCR

Maximum initial full year cash flow not to exceed 8-10% of effective gross income

Inflationary trends are such that expenses increase at a rate greater than income (i.e.: 2% income and 3% expenses)
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Replacement reserves are appropriate (must demonstrate that reserve amount can accommodate future replacement
needs via a replacement schedule)

Repairs & maintenance expense items are appropriate and dependent upon the degree of initial rehabilitation where
applicable

½ Development team has capacity to complete project
 Prior housing experience

Roles of each team member well delineated

If previous housing experience, project compliance milestones have been met or issues have been
addressed in a timely manner

½ Income level to be served
Incomes to be served meet or are less than minimum program regulations

½ Rent levels
Rents are at or below program maximum limits (utility allowances are deducted)

Number of affordable units is at or greater than program minimum requirements and rent levels respond to market
conditions

½ Program Requirements
Is the requested funding source proportionate to the number of units designated for the target population?

Is the project “housing” or a “facility”? 

½ Site Control

½ Zoning
Letter from jurisdiction indicating project properly zoned; or application has been made for conditional use permit.

 Under no circumstance will anything other than a letter from the local planning department be accepted as
evidence of proper zoning.

½ Resident Services
Process of conducting the needs assessment to determine appropriate and available services for the targeted

population is clearly described    

The provision of services to be offered and the anticipated results in measurable terms are described.

The process for ensuring coordination of resident services with ongoing management is described.

Compliance/consistency with Consolidated Plan or local housing assessments

� The Department reserves the right to revoke an award of credits if the project does not fulfill the representations
made in the application and no attempt has been made to contact the Department regarding changes.

� Rehabilitation Requirements Policy:  The Department requires all applicants for LIHTC acquisition and
rehabilitation credits to complete a thorough capital needs assessment.  The assessment must examine the
following major building components and describe the work necessary to bring each component to an as “like



OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT
2000 LOW-INCOME HOUSING TAX CREDIT ALLOCATION PLAN

141

new” level of quality as possible:
• Roof and roof substructure
• Exterior Walls (Building envelope)
• Pest and Dry rot inspection
• Insulation
• Interior spaces:  appliances and structural elements
• Foundation
• Structure:  Basement, Substructure, Super structure, Crawlspaces
• Electrical systems
• Plumbing systems
• Heating systems
• Site:  Parking, Landscaping, Common areas

In addition, a replacement schedule and budget is required to describe all future work to be done.  Both items,
the Capital Needs Assessment and the Replacement Schedule are negotiable with Department staff to determine
the final, agreed upon, scope of work.

Deferred maintenance may be done as a part of a more substantial rehabilitation effort, but the Department
strongly discourages the use of credits solely for the purposes of addressing deferred maintenance.

The LIHTC developments will follow a procedure that closely mirrors the process used for Department loans.  
In this process, Department representatives perform unit-by unit inspections to verify and augment the sponsors
proposed scope of work.

Because of the variation in project needs, a specific standards set will not be formally articulated, however, the
standards imposed by the Department for acquisition/rehabilitation projects will be goal oriented.  The goal, as
stated above, will be to bring the property to an as “like new” condition as possible.

� IRS Audit Guide Policy:  The Internal Revenue Service has recently adopted a Final Audit Guide that describes
in some detail how the Service is examining credits issues such as basis and developer fee.  From time to time,
the Department will rely upon the Audit Guide for assistance in evaluating projects.  Developers should be
aware of the contents of the Guide.  It can be found on the Internet at www.novoco.com/audit_guide.htm or
www.irs.gov/bus_info.

� Memorandum of Understanding/IRS Form 8821 Policy: All applicants to the State of Oregon must provide with
their applications a signed IRS form 8821.  The Form will be made a part of all LIHTC applications. The Form
8821 names the housing credit agency (OHCSD) as the appointee to receive tax information.  The IRS will
provide OHCSD with federal tax information relating to LIHTC, including audit findings and assessments,
enabling OHCSD to make a more informed allocation of LIHTC.

The process:
• The requirement for the 8821 cannot be implemented without changes to state or local laws and

regulations.  OHCSD is in the process of making these changes.
• OHCSD will require developers to complete Form 8821 as a condition of application for an allocation of

LIHTC.  The developer will name OHCSD as the appointee to receive tax information.  A completed Form
8821 will be forwarded to the IRS by OHCSD within 60 days of receipt.

• Pursuant to Internal Revenue Code Section 6103(c) after receiving Form 8821, the IRS provides OHCSD
with any federal tax information pertaining to the LIHTC, including findings and assessments, for the tax
periods specified on the From.  This includes a review of the Business Master File, revenue agent reports,
and other sources of account data.

• OHCSD will ensure that information provided by the IRS under the agreement is used solely for the
purpose of awarding LIHTC and the information will be safeguarded by OHCSD to prevent improper
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disclosure.

OHCSD is in the process of entering into a Memorandum of Understanding with the IRS to share this information. 
This policy will become effective immediately upon enacting of the Memorandum.

� Project Information Release Form:  The Project information release form will be  required by all applicants for
LIHTC.  The forms allows financial and other information specific to be released to the Department from other
project funders or potential funders.  The information collected via this mechanism will be covered by the State
Disclosure requirements and will remain confidential.

� Acquisition/rehabilitation tenant certification policy:  The tenant certification process for
acquisition/rehabilitation projects is difficult.  The Department expects the IRS to issue a Revenue Ruling on
this topic during the term of this QAP. This Ruling will supercede any QAP requirements on this topic.  Until
the Ruling the following will apply:

The state can issue credits assuming 100% of the units in each building are intended to be LIHTC units for an
acquisition/rehabilitation project if the stated intent of the taxpayer is to create such a project.  If existing
tenants, currently under a lease agreement, are over-income for the purposes of the LIHTC program at the
close of rehabilitation, or the close of the first credit year, credits may not be claimed on those units.  If those
tenants are no longer in the development by the close of the second credit year, a 2/3 credit may be taken on
the units.  This essentially results in an increase to qualified basis but not an increase in the credit allocation,
which has been fixed as per the 8609 forms.

In a sense, this is similar to a new construction concept when not all of the units are leased by the end of the
first credit year and the credits taken are pro rated.

Please keep in mind that the equity investor will be paying particular attention to the determination of the first
credit year and any adjusters or penalties should be negotiated with them.

Additionally, tenants who previously occupied an acquisition/rehabilitation property and continue to occupy a
unit after acquisition must be certified before the units is eligible for tax credits.

If the rehabilitation is to be placed in service in the same calendar year as the acquisition, the existing tenant
should be certified as soon as possible after the date of acquisition or if possible, by the end of the month of
acquisition.  The reason for this is the acquisition portion of the credit can be started at the earlier of the date
of acquisition or when the unit is tax credit qualified.  In certain circumstances the rehabilitation portion of
the credit can be accelerated and be taken prior to the placed in service date but only if a unit was tax credit
eligible.  If previously qualified for the acquisition credit, it is not necessary to re-qualify the tenant for the
rehabilitation portion of the credit [if fewer than 90 days have passed between the acquisition and completion
of rehabilitation1].

If the rehabilitation will not be placed in service until the calendar year after the date of acquisition it will not
be necessary to certify the tenant until January 1 of the calendar year in which rehabilitation will be placed in
service.  The reason for this is the acquisition portion of the credits cannot be taken prior to the calendar year
in which the rehabilitation credit is taken.

It is important to note that “Placed in Service” is defined for acquisition/rehabilitation projects as being at the
close of any 24-month period over which the rehabilitation expenditures are aggregated.  The owner can select
this 24 month period as any 24 months in which the minimum $3,000 per unit rehabilitation costs are incurred.
 The placed in service date applies even if the building is occupied during the rehabilitation period.  It follows
that any unit inhabited by an ineligible tenant at the placed in service date will not qualify as a tax credit unit.

                                                
1 The 90 day time line is up for discussion.  An IRS Revenue Ruling is due on this topic soon.
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Therefore, credits are determined based upon the number of qualified units at the placed in service date,
usually considered to be the close of rehabilitation, or at the earliest, the date at which $3,000 per unit in
rehabilitation expenses have been incurred.  If the units are not qualified at the placed in service date, credits
must be pro-rated.

� Relocation Policy for all projects:  It is important to note that because the QAP incorporates the CFC
application by reference, this is not a new policy, rather it is being restated in the QAP as a means to highlight
the issue.  Permanent displacement or relocation due to Department funding is strongly discouraged; however,
if any relocation or displacement must occur as a result of a project applicants must provide a relocation plan
that addresses the following for review and approval by the Department:

� Whether overcrowding exists in any of the units
� The type of displacement (permanent move or temporary move during construction)
� The process to be used to relocate tenants.  This should be fairly detailed.
� The availability of comparable units in the community.
� How the relocation will be funded
� Indicate if there is a local policy regarding displacement and what that policy is
� Describe how work could be achieved without displacement  or relocation
� Describe how tenants with disabilities will be assisted regarding relocation or displacement
� Describe how the completed units will be affordable to tenants
� Provide copies of notices sent (or to be sent) to tenants advising them of the project and the potential for

relocation and/or displacement
� For project receiving federal funds, the Uniform Relocation Act (URA) may apply.  The URA requirements will

supercede the above.

� The Department is responsible to monitor not only for compliance with Section 42 of the IRC, but also for state
requirements as represented in the application for LIHTC.  Non-compliance with state requirements is grounds for
the issuance of a non-compliance finding with the IRS.

� As a part of compliance monitoring, the Department will be requesting the following:
� Audited (if available) otherwise, unaudited annual financial statements for each sponsor and project
• Annual project operating statements showing income and expenses
• Documentation that all state requirements are being met, especially resident service provision.  This can be done

via a certification from the owner of the activities conducted in the previous year.

Please review this document and provide your comments, questions and corrections to me by October 15, 1999.  
Written comments may be addressed to:  Susan Asam, OHCSD, LIHTC Program Representative, 1600 State Street,
Salem OR 97301-4246, E-mail: susan.asam@hcs.state.or.us.

Three public hearings are planned for Grants Pass: Monday September 27, 1999
Harbeck Village Apartments
Community Center
1760 Harbeck Road
Grants Pass  OR
1:30 to 4:30 pm

Portland: Tuesday September 28, 1999
1:30 to 4:30 pm
State Office Building
800 NE Oregon Street
Room 120-C
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Portland  OR

Hermiston: Wednesday September 29, 1999
Hermiston Community Center
415 S Highway 395
Rotary Room
Hermiston  OR
9 am to 12

I greatly appreciate your taking the time to review and comment on this document.  Thank you.

Policy Position
Following the Department’s commitment to public-private partnership, accountability and public trust, ALL
comments, written or otherwise, were extensively discussed and seriously considered.  The impact of each comment
on the final document is noted in the Department’s response to the commenter.

Comments from the Public Hearings (locations, dates and times noted above)

2000 QAP Hearing
September 27, 1999 – Grants Pass, Oregon
In attendance: Darcy Strahan, Josephine Housing Council

Jim Bryson, Options for Southern Oregon
Cindy Dyer, ACCESS, Inc.
Debi Price, Regional Field Representative, OHCSD
Susan Asam, LIHTC Program Representative, OHCSD

Comments
Jim Bryson, Options for Southern Oregon
• The letter sent out was an excellent guide for people to think about questions they may not have thought about. 

The outline provided a good segues to an open discussion.
• Didn’t have to read the whole document and then ask to make comments when you don’t even know what the

changes are.
• Would like to see it done in the future.

Debi Price - OHCSD
• Would like to see more information in the CFC training regarding the tie in to the QAP.

2000 QAP Hearing
September 28, 1999 - Portland, Oregon
In attendance: Milt Robbins, OHCSD

Anna Geller, Geller and Assoc.
Terri Silvis, Geller and Assoc.
Ron Johnson, Housing Authority of Portland
Renee Jacob, Deloitte and Touche
Peter Hainley, CASA of Oregon
Carol Kowash, OHCSD
Donna Crawford, OHCSD
Michael Silver, Deloitte and Touche
Vince Chiotti, Regional Field Representative, OHCSD
Bob Gillespie, OHCSD
Susan Asam, LIHTC Program Representative, OHCSD



OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT
2000 LOW-INCOME HOUSING TAX CREDIT ALLOCATION PLAN

145

Comments
Anna Geller – Geller & Associates
• Strongly agree with the pre 1999 projects not being eligible until their extended use agreement period is over or

there is some compelling reason.
• Strongly agree with having this in the QAP - owners with chronic and uncorrected non-compliance findings may

not be considered eligible.
• Question – Is there a corollary between CFC applicant’s who consistently and chronically understate costs in the

application process and return later for additional funding, should that be examined?
• Pg. 29 noted – a requirement for minimal or no displacement in terms of displacement policy and for reasons

that I think are very important we would lean more towards no displacements as matter of policy both for 4%
and competitive transactions as well. 

• Pg. 30 mentioned to avoid concentration of affordable housing and we support avoiding concentration of
poverty and encourage integration of income groups, but you have some language in there that when the
jurisdiction silent. What does high concentration mean? 

• Pg. 30 Community awareness and communication of project intent.  We want local involvement and community
awareness. Those are the most successful projects.  When putting this in the QAP, there needs to be some
contemplation of circumstances where there is prejudice and nimby-ism.  How is that going to be dealt with if
this is in the QAP? 

• Pg. 31 – You have a requirement for rents to be 10% below market but a preference for rents that are 20%
below market, which we will support.  My question is, do you make that same requirement for the 4% bond
transaction?  That should be clarified. 

• Pg. 31  Expand on the meaning of rents and incomes that are to be comparable within 10%.
• Pg. 32 Are these guidelines or rules?   For example the development costs should not exceed 30% of the total

project cost.  That is a reasonable guideline.  But in tax credit transactions you can have private letter ruling
which can cost $10,000-$15,000 by themselves you can have a lot of different circumstances so I hope that is a
guideline. 

• Pg. 37 You indicate there is a potential revocation of reduction of housing credits for projects that do not have
representations made in the application and no attempt to contact the department to describe the situation has
been made.  We strongly support that addition to the QAP. 

• Pg. 61. You have a number of new requirements, which are good.  Things you would like to see in a
rehabilitation project to me that is very discordant with what was in the past has been a strongly reduced
development fee for rehabilitation projects and to make an existing building full of tenants “like new” for a
lower developer fee is a contrast in my opinion.  Also you are referencing for example electrical and plumbing
systems.  Whether using the phrase “like new” might trigger at the local jurisdiction level a total re-wire, total
re-plumb to code.  Are you going to provide guidelines for the replacement schedule you would like to see a
format?  Using the phrase “Capital needs assessment” inspectors may think we mean De Minimus.  Could you
find a way to use a different phrase for that same report?

• Pg. 64  Do tenants have to be re-certified if moving back to the same unit and also if they want to move to a
different unit?

•  Exhibit L – the borrower, who has a confidential credit relationship, we hope, with their lender should also be
notified when the Department requests this information.

Ron Johnson – HAP
• Trying to understand the need for what we counted of  72 new requirements 
• What is the underlining objective? A need for clear and objective criteria with each of the new requirements.
• It moves the department to situations to be subject to challenges with what the requirements are and that is a

concern for us that we not be bogged down into to much process 

Peter Hainley – CASA of Oregon
• Projects that are to receive a set aside for rural or farmworker projects the language states that the project has

specifically designed with a farmworker population in mind which gives the opportunity some where down the
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line it’s no longer going to be a farmworker population that maybe living in that project. I would recommend
that to preserve as much farmworker housing as we can that it’s states the project is specifically designed for a
farmworker population.

• Concentration of affordable housing.  One needs to be careful on how you discuss the issue in a given area.
• Community awareness: as you know siting farmworker housing is a very difficult process. We recommend some

flexibility in the community awareness requirement.

2000 QAP Hearing
September 29, 1999 - Hermiston, Oregon
In attendance:

Susan Asam, LIHTC Program Representative, OHCSD

No comments.
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Written Comments Received

CORDES DEVELOPMENT, INC.
P.O. Box 1197

16421 25th Street
Sunset Beach, California 90742

(562) 592-1518    Fax (562) 592-2049
teamcordes@earthlink.net

September 20, 1999

Ms. Susan Asam
LIHTC Program Representative
OHCSD
1600 State Street
Salem, OR  97301-4246

          Re: LIHTC 2000 Draft Qualified Allocation Plan

Dear Ms. Asam:

As developers of affordable rental housing in several states, we are grateful for the opportunity to comment on the
State of Oregon’s proposed Qualified Allocation Plan.  We made application for a LIHTC reservation in 1999 in
Oregon, but were not successful.  Our project in Nyssa, was a rural project with funding from the USDA-Rural
Development Section 515 program. 

With that in mind, my question is regarding the third bullet in the memorandum, regarding the set-aside for rural
and/or farmworker projects.  Is this truly a set-aside or just an allotment for rural projects?  More specifically, will a
project that has an award for USDA-RD Section 515 funds receive preference, regardless of points scored, over
other non USDA-RD Section 515 projects, or are all “rural” projects treated equally?  If a preference is given, what
is it in the form of: absolute points (and how many points would be given to a USDA-RD Section 515 project) or
none?  We believe that we were grossly misled by last year’s allocation plan which was only a proportioning of
credits between rural and non-rural and not a “set-aside”.  We had initially believed last year, based upon the
universal definiton of a “set-aside”, that there was a real set-aside.  Only after extensive expenditures and time did
we find out differently. Both the dictionary and Section 42 of the IRS code’s definition of a set-aside is that no other
project can be eligible for those credits and both imply a subset category, as opposed to apportioning credits based
upon population such as Nevada or as many states (i.e. Arizona and California) do to areas or regions (rural).  Most
Western States do both; i.e. proportion credits to areas but also have a USDA-Section 515 set-aside.  Obviously, all
USDA-Section 515 projects are rural and therefore stating that it is a competing project against all other rural
projects is even worse than allowing a 515 project access to all LIHTC funding – i.e. it is an “anti” set-aside.  Having
a limited amount set-aside for 515 and having 515 projects compete for either the set-aside or in a general rural pool
is fair.  This “rural set-aside” would only be necessary if the allocation plan was slanted toward larger communities. 
In that case the smaller, more rural and poorer communities such as Nyssa would never be competitive and thereby
discriminated against.  Most Western States recognize the very unique characteristics of 515 projects and especially
their ability to go to the state’s poorest communities and serve the very lowest income residents in the state’s poorest
rural areas due to the project based rental assistance.  Further, most states also recognize that since the USDA-RD
Section 515 project already goes through a competitive process to obtain 515 funding which is uniquely beneficial to
the poorest of the poor, special circumstances exist to give 515 a real “set-aside”.  Again, most states also recognize
that as 4% credit projects, a 5-7% real set-aside exclusively for 515 projects will have no significant impact on
statewide credit availability.  When Congress reduced funding for the 515 programs, the theory was that these
projects should be eligible for LIHTC on a preference basis.  However, 515 projects are very specifically prohibited
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from using any project funds for social services.  An allocation plan that awards points for social services defeats the
very basic concept of the 515 programs.  We hope Oregon will return to a real 515 set-aside if our read of the draft is
a rural proportioning of the total Oregon LIHTC capacity and not a real USDA-RD Section 515 set-aside.

Please feel free to respond via our email address above or with a faxed letter.  If you have any questions, I would be
happy to talk to you about them.

Sincerely,

David J. Cordes

Cc: Bill Ewing, City of Nyssa
Dan Streng, USDA
Margo Donelin, USDA
Marty Frantz
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Exhibit I

Sec. 42. Low-income housing credit

TITLE 26, Subtitle A, CHAPTER 1, Subchapter A, PART IV, Subpart D, Sec. 42

STATUTE

(a) In general
For purposes of section 38, the amount of the low-income housing credit determined under this section for
any taxable year in the credit period shall be an amount equal to -

(1) the applicable percentage of

(2) the qualified basis of each qualified low-income building.

(b) Applicable percentage: 70 percent present value credit for certain new buildings; 30 percent present value
credit for certain other buildings
For purposes of this section -

(1) Building placed in service during 1987

In the case of any qualified low-income building placed in service by the taxpayer during 1987, the
term ’’applicable percentage’’ means -

(A) 9 percent for new buildings which are not federally subsidized for the taxable year, or

(B) 4 percent for -

(i) new buildings which are federally subsidized for the taxable year, and

(ii) existing buildings.

(2) Buildings placed in service after 1987

(A) In general
In the case of any qualified low-income building placed in service by the taxpayer after
1987, the term ’’applicable percentage’’ means the appropriate percentage prescribed by
the Secretary for the earlier of -

(i) the month in which such building is placed in service, or

(ii) at the election of the taxpayer -

(I) the month in which the taxpayer and the housing credit agency enter
into an agreement with respect to such building (which is binding on
such agency, the taxpayer, and all successors in interest) as to the
housing credit dollar amount to be allocated to such building, or

(II) in the case of any building to which subsection (h)(4)(B) applies, the
month in which the tax-exempt obligations are issued. A month may be
elected under clause (ii) only if the election is made not later than the
5th day after the close of such month. Such an election, once made,
shall be irrevocable.
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(B) Method of prescribing percentages
The percentages prescribed by the Secretary for any month shall be percentages which
will yield over a 10-year period amounts of credit under subsection (a) which have a
present value equal to -

(i) 70 percent of the qualified basis of a building described in paragraph (1)(A), and

(ii) 30 percent of the qualified basis of a building described in paragraph (1)(B).

(C) Method of discounting
The present value under subparagraph (B) shall be determined -

(i) as of the last day of the 1st year of the 10-year period referred to in subparagraph
(B),

(ii) by using a discount rate equal to 72 percent of the average of the annual Federal
mid-term rate and the annual Federal long-term rate applicable under section
1274(d)(1) to the month applicable under clause (i) or (ii) of subparagraph (A)
and compounded annually, and

(iii) by assuming that the credit allowable under this section for any year is received
on the last day of such year.

(3) Cross references

(A) For treatment of certain rehabilitation expenditures as separate new buildings, see
subsection (e).

(B) For determination of applicable percentage for increases in qualified basis after the 1st
year of the credit period, see subsection (f)(3).

(C) For authority of housing credit agency to limit applicable percentage and qualified basis
which may be taken into account under this section with respect to any building, see
subsection (h)(7).

(c) Qualified basis; qualified low-income building
For purposes of this section -

(1) Qualified basis

(A) Determination
The qualified basis of any qualified low-income building for any taxable year is an
amount equal to -

(i) the applicable fraction (determined as of the close of such taxable year) of

(ii) the eligible basis of such building (determined under subsection (d)(5)).

(B) Applicable fraction
For purposes of subparagraph (A), the term ’’applicable fraction’’ means the smaller of the
unit fraction or the floor space fraction.

(C) Unit fraction
For purposes of subparagraph (B), the term ’’unit fraction’’ means the fraction -
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(i) the numerator of which is the number of low-income units in the building, and

(ii) the denominator of which is the number of residential rental units (whether or
not occupied) in such building.

(D) Floor space fraction
For purposes of subparagraph (B), the term ’’floor space fraction’’ means the fraction -

(i) the numerator of which is the total floor space of the low-income units in such
building, and

(ii) the denominator of which is the total floor space of the residential rental units
(whether or not occupied) in such building.

(E) Qualified basis to include portion of building used to provide supportive services for
homeless
In the case of a qualified low-income building described in subsection (i)(3)(B)(iii), the
qualified basis of such building for any taxable year shall be increased by the lesser of -

(i) so much of the eligible basis of such building as is used throughout the year to
provide supportive services designed to assist tenants in locating and retaining
permanent housing, or

(ii) 20 percent of the qualified basis of such building (determined without regard to
this subparagraph).

(2) Qualified low-income building
The term ’’qualified low-income building’’ means any building -

(A) which is part of a qualified low-income housing project at all times during the period -

(i) beginning on the 1st day in the compliance period on which such building is part
of such a project, and

(ii) ending on the last day of the compliance period with respect to such building,
and

(B) to which the amendments made by section 201(a) of the Tax Reform Act of 1986 apply.
Such term does not include any building with respect to which moderate rehabilitation
assistance is provided, at any time during the compliance period, under section 8(e)(2) of
the United States Housing Act of 1937 (other than assistance under the Stewart B.
McKinney Homeless Assistance Act of 1988 (as in effect on the date of the enactment of
this sentence)).

(d) Eligible basis
For purposes of this section -

(1) New buildings
The eligible basis of a new building is its adjusted basis as of the close of the 1st taxable year of
the credit period.

(2) Existing buildings

(A) In general
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The eligible basis of an existing building is -

(i) in the case of a building which meets the requirements of subparagraph (B), its
adjusted basis as of the close of the 1st taxable year of the credit period, and

(ii) zero in any other case.

(B) Requirements
A building meets the requirements of this subparagraph if -

(i) the building is acquired by purchase (as defined in section 179(d)(2)),

(ii) there is a period of at least 10 years between the date of its acquisition by the
taxpayer and the later of -

(I) the date the building was last placed in service, or

(II) the date of the most recent nonqualified substantial improvement of the
building,

(iii) the building was not previously placed in service by the taxpayer or by any
person who was a related person with respect to the taxpayer as of the time
previously placed in service, and

(iv) except as provided in subsection (f)(5), a credit is allowable under subsection (a)
by reason of subsection (e) with respect to the building.

(C) Adjusted basis
For purposes of subparagraph (A), the adjusted basis of any building shall not include so
much of the basis of such building as is determined by reference to the basis of other
property held at any time by the person acquiring the building.

(D) Special rules for subparagraph (B)

(i) Nonqualified substantial improvement
For purposes of subparagraph (B)(ii) -

(I) In general
The term ’’nonqualified substantial improvement’’ means any substantial
improvement if section 167(k) (as in effect on the day before the date of
the enactment of the Revenue Reconciliation Act of 1990) was elected
with respect to such improvement or section 168 (as in effect on the day
before the date of the enactment of the Tax Reform Act of 1986)
applied to such improvement.

(II) Date of substantial improvement
The date of a substantial improvement is the last day of the 24-month
period referred to in subclause (III).

(III) Substantial improvement
The term ’’substantial improvement’’ means the improvements added to
capital account with respect to the building during any 24-month
period, but only if the sum of the amounts added to such account during
such period equals or exceeds 25 percent of the adjusted basis of the
building (determined without regard to paragraphs (2) and (3) of
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section 1016(a)) as of the 1st day of such period.

(ii) Special rules for certain transfers
For purposes of determining under subparagraph (B)(ii) when a building was last
placed in service, there shall not be taken into account any placement in service -

(I) in connection with the acquisition of the building in a transaction in
which the basis of the building in the hands of the person acquiring it is
determined in whole or in part by reference to the adjusted basis of such
building in the hands of the person from whom acquired,

(II) by a person whose basis in such building is determined under section
1014(a) (relating to property acquired from a decedent),

(III) by any governmental unit or qualified nonprofit organization (as
defined in subsection (h)(5)) if the requirements of subparagraph (B)(ii)
are met with respect to the placement in service by such unit or
organization and all the income from such property is exempt from
Federal income taxation,

(IV) by any person who acquired such building by foreclosure (or by
instrument in lieu of foreclosure) of any purchase-money security
interest held by such person if the requirements of subparagraph (B)(ii)
are met with respect to the placement in service by such person and
such building is resold within 12 months after the date such building is
placed in service by such person after such foreclosure, or

(V) of a single-family residence by any individual who owned and used
such residence for no other purpose than as his principal residence.

(iii) Related person, etc.

(I) Application of section 179
For purposes of subparagraph (B)(i), section 179(d) shall be applied by
substituting ’’10 percent’’ for ’’50 percent’’ in section 267(b) and 707(b)
and in section 179(b)(7).

(II) Related person
For purposes of subparagraph (B)(iii), a person (hereinafter in this
subclause referred to as the ’’related person’’) is related to any person if
the related person bears a relationship to such person specified in
section 267(b) or 707(b)(1), or the related person and such person are
engaged in trades or businesses under common control (within the
meaning of subsections (a) and (b) of section 52). For purposes of the
preceding sentence, in applying section 267(b) or 707(b)(1), ’’10
percent’’ shall be substituted for ’’50 percent’’.

(3) Eligible basis reduced where disproportionate standards for units

(A) In general
Except as provided in subparagraph (B), the eligible basis of any building shall be
reduced by an amount equal to the portion of the adjusted basis of the building which is
attributable to residential rental units in the building which are not low-income units and
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which are above the average quality standard of the low-income units in the building.

(B) Exception where taxpayer elects to exclude excess costs

(i) In general
Subparagraph (A) shall not apply with respect to a residential rental unit in a
building which is not a low-income unit if -

(I) the excess described in clause (ii) with respect to such unit is not greater
than 15 percent of the cost described in clause (ii)(II), and

(II) the taxpayer elects to exclude from the eligible basis of such building
the excess described in clause (ii) with respect to such unit.

(ii) Excess
The excess described in this clause with respect to any unit is the excess of -

(I) the cost of such unit, over

(II) the amount which would be the cost of such unit if the average cost per
square foot of low-income units in the building were substituted for the
cost per square foot of such unit. The Secretary may by regulation
provide for the determination of the excess under this clause on a basis
other than square foot costs.

(4) Special rules relating to determination of adjusted basis
For purposes of this subsection -

(A) In general
Except as provided in subparagraph (B), the adjusted basis of any building shall be
determined without regard to the adjusted basis of any property which is not residential
rental property.

(B) Basis of property in common areas, etc., included
The adjusted basis of any building shall be determined by taking into account the adjusted
basis of property (of a character subject to the allowance for depreciation) used in
common areas or provided as comparable amenities to all residential rental units in such
building.

(C) No reduction for depreciation
The adjusted basis of any building shall be determined without regard to paragraphs (2)
and (3) of section 1016(a).

(5) Special rules for determining eligible basis

(A) Eligible basis reduced by Federal grants
If, during any taxable year of the compliance period, a grant is made with respect to any
building or the operation thereof and any portion of such grant is funded with Federal
funds (whether or not includible in gross income), the eligible basis of such building for
such taxable year and all succeeding taxable years shall be reduced by the portion of such
grant which is so funded.

(B) Eligible basis not to include expenditures where section 167(k) elected
The eligible basis of any building shall not include any portion of its adjusted basis which
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is attributable to amounts with respect to which an election is made under section 167(k)
(as in effect on the day before the date of the enactment of the Revenue Reconciliation
Act of 1990).

(C) Increase in credit for buildings in high cost areas

(i) In general
In the case of any building located in a qualified census tract or difficult
development area which is designated for purposes of this subparagraph -

(I) in the case of a new building, the eligible basis of such building shall be
130 percent of such basis determined without regard to this
subparagraph, and

(II) in the case of an existing building, the rehabilitation expenditures taken
into account under subsection (e) shall be 130 percent of such
expenditures determined without regard to this subparagraph.

(ii) Qualified census tract

(I) In general
The term ’’qualified census tract’’ means any census tract which is
designated by the Secretary of Housing and Urban Development and,
for the most recent year for which census data are available on
household income in such tract, in which 50 percent or more of the
households have an income which is less than 60 percent of the area
median gross income for such year. If the Secretary of Housing and
Urban Development determines that sufficient data for any period are
not available to apply this clause on the basis of census tracts, such
Secretary shall apply this clause for such period on the basis of
enumeration districts.

(II) Limit on MSA’s designated
The portion of a metropolitan statistical area which may be designated
for purposes of this subparagraph shall not exceed an area having 20
percent of the population of such metropolitan statistical area.

(III) Determination of areas
For purposes of this clause, each metropolitan statistical area shall be
treated as a separate area and all nonmetropolitan areas in a State shall
be treated as 1 area.

(iii) Difficult development areas

(I) In general
The term ’’difficult development areas’’ means any area designated by
the Secretary of Housing and Urban Development as an area which has
high construction, land, and utility costs relative to area median gross
income.

(II) Limit on areas designated
The portions of metropolitan statistical areas which may be designated
for purposes of this subparagraph shall not exceed an aggregate area
having 20 percent of the population of such metropolitan statistical
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areas. A comparable rule shall apply to nonmetropolitan areas.

(iv) Special rules and definitions
For purposes of this subparagraph -

(I) population shall be determined on the basis of the most recent decennial
census for which data are available,

(II) area median gross income shall be determined in accordance with
subsection (g)(4),

(III) the term ’’metropolitan statistical area’’ has the same meaning as when
used in section 143(k)(2)(B), and

(IV) the term ’’nonmetropolitan area’’ means any county (or portion thereof)
which is not within a metropolitan statistical area.

(6) Credit allowable for certain federally-assisted buildings acquired during 10-year period described
in paragraph (2)(B)(ii)

(A) In general
On application by the taxpayer, the Secretary (after consultation with the appropriate
Federal official) may waive paragraph (2)(B)(ii) with respect to any federally-assisted
building if the Secretary determines that such waiver is necessary -

(i) to avert an assignment of the mortgage secured by property in the project (of
which such building is a part) to the Department of Housing and Urban
Development or the Farmers Home Administration, or

(ii) to avert a claim against a Federal mortgage insurance fund (or such Department
or Administration) with respect to a mortgage which is so secured. The
preceding sentence shall not apply to any building described in paragraph (7)(B).

(B) Federally-assisted building
For purposes of subparagraph (A), the term ’’federally-assisted building’’ means any
building which is substantially assisted, financed, or operated under -

(i) section 8 of the United States Housing Act of 1937,

(ii) section 221(d)(3) or 236 of the National Housing Act, or

(iii) section 515 of the Housing Act of 1949, as such Acts are in effect on the date of
the enactment of the Tax Reform Act of 1986.

(C) Low-income buildings where mortgage may be prepaid
A waiver may be granted under subparagraph (A) (without regard to any clause thereof)
with respect to a federally-assisted building described in clause (ii) or (iii) of
subparagraph (B) if -

(i) the mortgage on such building is eligible for prepayment under subtitle B of the
Emergency Low Income Housing Preservation Act of 1987 or under section
502(c) of the Housing Act of 1949 at any time within 1 year after the date of the
application for such a waiver,

(ii) the appropriate Federal official certifies to the Secretary that it is reasonable to
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expect that, if the waiver is not granted, such building will cease complying with
its low-income occupancy requirements, and

(iii) the eligibility to prepay such mortgage without the approval of the appropriate
Federal official is waived by all persons who are so eligible and such waiver is
binding on all successors of such persons. 

(D) Buildings acquired from insured depository institutions in default
A waiver may be granted under subparagraph (A) (without regard to any clause thereof)
with respect to any building acquired from an insured depository institution in default (as
defined in section 3 of the Federal Deposit Insurance Act) or from a receiver or
conservator of such an institution.

(E) Appropriate Federal official
For purposes of subparagraph (A), the term ’’appropriate Federal official’’ means -

(i) the Secretary of Housing and Urban Development in the case of any building
described in subparagraph (B) by reason of clause (i) or (ii) thereof, and

(ii) the Secretary of Agriculture in the case of any building described in
subparagraph (B) by reason of clause (iii) thereof.

(7) Acquisition of building before end of prior compliance period

(A) In general
Under regulations prescribed by the Secretary, in the case of a building described in
subparagraph (B) (or interest therein) which is acquired by the taxpayer -

(i) paragraph (2)(B) shall not apply, but

(ii) the credit allowable by reason of subsection (a) to the taxpayer for any period
after such acquisition shall be equal to the amount of credit which would have
been allowable under subsection (a) for such period to the prior owner referred
to in subparagraph (B) had such owner not disposed of the building.

(B) Description of building
A building is described in this subparagraph if -

(i) a credit was allowed by reason of subsection (a) to any prior owner of such
building, and

(ii) the taxpayer acquired such building before the end of the compliance period for
such building with respect to such prior owner (determined without regard to any
disposition by such prior owner).

(e) Rehabilitation expenditures treated as separate new building

(1) In general
Rehabilitation expenditures paid or incurred by the taxpayer with respect to any building shall be
treated for purposes of this section as a separate new building.

(2) Rehabilitation expenditures
For purposes of paragraph (1) -

(A) In general
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The term ’’rehabilitation expenditures’’ means amounts chargeable to capital account and
incurred for property (or additions or improvements to property) of a character subject to
the allowance for depreciation in connection with the rehabilitation of a building.

(B) Cost of acquisition, etc, not included
Such term does not include the cost of acquiring any building (or interest therein) or any
amount not permitted to be taken into account under paragraph (3) or (4) of subsection
(d).

(3) Minimum expenditures to qualify

(A) In general
Paragraph (1) shall apply to rehabilitation expenditures with respect to any building only
if -

(i) the expenditures are allocable to 1 or more low-income units or substantially
benefit such units, and

(ii) the amount of such expenditures during any 24-month period meets the
requirements of whichever of the following subclauses requires the greater
amount of such expenditures:

(I) The requirement of this subclause is met if such amount is not less than
10 percent of the adjusted basis of the building (determined as of the 1st
day of such period and without regard to paragraphs (2) and (3) of
section 1016(a)).

(II) The requirement of this subclause is met if the qualified basis
attributable to such amount, when divided by the number of low-income
units in the building, is $3,000 or more.

(B) Exception from 10 percent rehabilitation
In the case of a building acquired by the taxpayer from a governmental unit, at the
election of the taxpayer, subparagraph (A)(ii)(I) shall not apply and the credit under this
section for such rehabilitation expenditures shall be determined using the percentage
applicable under subsection (b)(2)(B)(ii).

(C) Date of determination
The determination under subparagraph (A) shall be made as of the close of the 1st taxable
year in the credit period with respect to such expenditures.

(4) Special rules
For purposes of applying this section with respect to expenditures which are treated as a separate
building by reason of this subsection -

(A) such expenditures shall be treated as placed in service at the close of the 24-month period
referred to in paragraph (3)(A), and

(B) the applicable fraction under subsection (c)(1) shall be the applicable fraction for the
building (without regard to paragraph (1)) with respect to which the expenditures were
incurred. Nothing in subsection (d)(2) shall prevent a credit from being allowed by reason
of this subsection.

(5) No double counting
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Rehabilitation expenditures may, at the election of the taxpayer, be taken into account under this
subsection or subsection (d)(2)(A)(i) but not under both such subsections.

(6) Regulations to apply subsection with respect to group of units in building
The Secretary may prescribe regulations, consistent with the purposes of this subsection, treating a
group of units with respect to which rehabilitation expenditures are incurred as a separate new
building.

(f) Definition and special rules relating to credit period

(1) Credit period defined
For purposes of this section, the term ’’credit period’’ means, with respect to any building, the
period of 10 taxable years beginning with -

(A) the taxable year in which the building is placed in service, or

(B) at the election of the taxpayer, the succeeding taxable year, but only if the building is a
qualified low-income building as of the close of the 1st year of such period. The election
under subparagraph (B), once made, shall be irrevocable.

(2) Special rule for 1st year of credit period

(A) In general
The credit allowable under subsection (a) with respect to any building for the 1st taxable
year of the credit period shall be determined by substituting for the applicable fraction
under subsection (c)(1) the fraction -

(i) the numerator of which is the sum of the applicable fractions determined under
subsection (c)(1) as of the close of each full month of such year during which
such building was in service, and

(ii) the denominator of which is 12.

(B) Disallowed 1st year credit allowed in 11th year
Any reduction by reason of subparagraph (A) in the credit allowable (without regard to
subparagraph (A)) for the 1st taxable year of the credit period shall be allowable under
subsection (a) for the 1st taxable year following the credit period.

(3) Determination of applicable percentage with respect to increases in qualified basis after 1st year of
credit period

(A) In general
In the case of any building which was a qualified low-income building as of the close of
the 1st year of the credit period, if -

(i) as of the close of any taxable year in the compliance period (after the 1st year of
the credit period) the qualified basis of such building exceeds

(ii) the qualified basis of such building as of the close of the 1st year of the credit
period, the applicable percentage which shall apply under subsection (a) for the
taxable year to such excess shall be the percentage equal to 2/3 of the applicable
percentage which (after the application of subsection (h)) would but for this
paragraph apply to such basis.

(B) 1st year computation applies
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A rule similar to the rule of paragraph (2)(A) shall apply to any increase in qualified basis
to which subparagraph (A) applies for the 1st year of such increase.

(4) Dispositions of property
If a building (or an interest therein) is disposed of during any year for which credit is allowable
under subsection (a), such credit shall be allocated between the parties on the basis of the number
of days during such year the building (or interest) was held by each. In any such case, proper
adjustments shall be made in the application of subsection (j).

(5) Credit period for existing buildings not to begin before rehabilitation credit allowed

(A) In general
The credit period for an existing building shall not begin before the 1st taxable year of the
credit period for rehabilitation expenditures with respect to the building.

(B) Acquisition credit allowed for certain buildings not allowed a rehabilitation credit

(i) In general
In the case of a building described in clause (ii) -

(I) subsection (d)(2)(B)(iv) shall not apply, and

(II) the credit period for such building shall not begin before the taxable
year which would be the 1st taxable year of the credit period for
rehabilitation expenditures with respect to the building under the
modifications described in clause (ii)(II).

(ii) Building described
A building is described in this clause if -

(I) a waiver is granted under subsection (d)(6)(C) with respect to the
acquisition of the building, and

(II) a credit would be allowed for rehabilitation expenditures with respect to
such building if subsection (e)(3)(A)(ii)(I) did not apply and if
subsection (e)(3)(A)(ii)(II) were applied by substituting ’’$2,000’’ for
’’$3,000’’.

(g) Qualified low-income housing project
For purposes of this section -

(1) In general
The term ’’qualified low-income housing project’’ means any project for residential rental property
if the project meets the requirements of subparagraph (A) or (B) whichever is elected by the
taxpayer:

(A) 20-50 test
The project meets the requirements of this subparagraph if 20 percent or more of the
residential units in such project are both rent-restricted and occupied by individuals
whose income is 50 percent or less of area median gross income.

(B) 40-60 test
The project meets the requirements of this subparagraph if 40 percent or more of the
residential units in such project are both rent-restricted and occupied by individuals
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whose income is 60 percent or less of area median gross income. Any election under this
paragraph, once made, shall be irrevocable. For purposes of this paragraph, any property
shall not be treated as failing to be residential rental property merely because part of the
building in which such property is located is used for purposes other than residential
rental purposes.

(2) Rent-restricted units

(A) In general
For purposes of paragraph (1), a residential unit is rent-restricted if the gross rent with
respect to such unit does not exceed 30 percent of the imputed income limitation
applicable to such unit. For purposes of the preceding sentence, the amount of the income
limitation under paragraph (1) applicable for any period shall not be less than such
limitation applicable for the earliest period the building (which contains the unit) was
included in the determination of whether the project is a qualified low-income housing
project.

(B) Gross rent
For purposes of subparagraph (A), gross rent -

(i) does not include any payment under section 8 of the United States Housing Act
of 1937 or any comparable rental assistance program (with respect to such unit
or occupants thereof),

(ii) includes any utility allowance determined by the Secretary after taking into
account such determinations under section 8 of the United States Housing Act of
1937,

(iii) does not include any fee for a supportive service which is paid to the owner of
the unit (on the basis of the low-income status of the tenant of the unit) by any
governmental program of assistance (or by an organization described in section
501(c)(3) and exempt from tax under section 501(a)) if such program (or
organization) provides assistance for rent and the amount of assistance provided
for rent is not separable from the amount of assistance provided for supportive
services, and

(iv) does not include any rental payment to the owner of the unit to the extent such
owner pays an equivalent amount to the Farmers’ Home Administration under
section 515 of the Housing Act of 1949. For purposes of clause (iii), the term
’’supportive service’’ means any service provided under a planned program of
services designed to enable residents of a residential rental property to remain
independent and avoid placement in a hospital, nursing home, or intermediate
care facility for the mentally or physically handicapped. In the case of a single-
room occupancy unit or a building described in subsection (i)(3)(B)(iii), such
term includes any service provided to assist tenants in locating and retaining
permanent housing.

(C) Imputed income limitation applicable to unit
For purposes of this paragraph, the imputed income limitation applicable to a unit is the
income limitation which would apply under paragraph (1) to individuals occupying the
unit if the number of individuals occupying the unit were as follows:

(i) In the case of a unit which does not have a separate bedroom, 1 individual.
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(ii) In the case of a unit which has 1 or more separate bedrooms, 1.5 individuals for
each separate bedroom. In the case of a project with respect to which a credit is
allowable by reason of this section and for which financing is provided by a
bond described in section 142(a)(7), the imputed income limitation shall apply in
lieu of the otherwise applicable income limitation for purposes of applying
section 142(d)(4)(B)(ii).

(D) Treatment of units occupied by individuals whose incomes rise above limit

(i) In general
Except as provided in clause (ii), notwithstanding an increase in the income of
the occupants of a low-income unit above the income limitation applicable under
paragraph (1), such unit shall continue to be treated as a low-income unit if the
income of such occupants initially met such income limitation and such unit
continues to be rent-restricted.

(ii) Next available unit must be rented to low-income tenant if income rises above
140 percent of income limit
If the income of the occupants of the unit increases above 140 percent of the
income limitation applicable under paragraph (1), clause (i) shall cease to apply
to such unit if any residential rental unit in the building (of a size comparable to,
or smaller than, such unit) is occupied by a new resident whose income exceeds
such income limitation. In the case of a project described in section
142(d)(4)(B), the preceding sentence shall be applied by substituting ’’170
percent’’ for ’’140 percent’’ and by substituting ’’any low-income unit in the
building is occupied by a new resident whose income exceeds 40 percent of area
median gross income’’ for ’’any residential unit in the building (of a size
comparable to, or smaller than, such unit) is occupied by a new resident whose
income exceeds such income limitation’’.

(E) Units where Federal rental assistance is reduced as tenant’s income increases
If the gross rent with respect to a residential unit exceeds the limitation under
subparagraph (A) by reason of the fact that the income of the occupants thereof exceeds
the income limitation applicable under paragraph (1), such unit shall, nevertheless, be
treated as a rent-restricted unit for purposes of paragraph (1) if -

(i) a Federal rental assistance payment described in subparagraph (B)(i) is made
with respect to such unit or its occupants, and

(ii) the sum of such payment and the gross rent with respect to such unit does not
exceed the sum of the amount of such payment which would be made and the
gross rent which would be payable with respect to such unit if -

(I) the income of the occupants thereof did not exceed the income
limitation applicable under paragraph (1), and

(II) such units were rent-restricted within the meaning of subparagraph (A).
The preceding sentence shall apply to any unit only if the result
described in clause (ii) is required by Federal statute as of the date of
the enactment of this subparagraph and as of the date the Federal rental
assistance payment is made.

(3) Date for meeting requirements
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(A) In general
Except as otherwise provided in this paragraph, a building shall be treated as a qualified
low-income building only if the project (of which such building is a part) meets the
requirements of paragraph (1) not later than the close of the 1st year of the credit period
for such building.

(B) Buildings which rely on later buildings for qualification

(i) In general
In determining whether a building (hereinafter in this subparagraph referred to as
the ’’prior building’’) is a qualified low-income building, the taxpayer may take
into account 1 or more additional buildings placed in service during the 12-
month period described in subparagraph (A) with respect to the prior building
only if the taxpayer elects to apply clause (ii) with respect to each additional
building taken into account.

(ii) Treatment of elected buildings
In the case of a building which the taxpayer elects to take into account under
clause (i), the period under subparagraph (A) for such building shall end at the
close of the 12-month period applicable to the prior building.

(iii) Date prior building is treated as placed in service
For purposes of determining the credit period and the compliance period for the
prior building, the prior building shall be treated for purposes of this section as
placed in service on the most recent date any additional building elected by the
taxpayer (with respect to such prior building) was placed in service.

(C) Special rule
A building -

(i) other than the 1st building placed in service as part of a project, and

(ii) other than a building which is placed in service during the 12-month period
described in subparagraph (A) with respect to a prior building which becomes a
qualified low-income building, shall in no event be treated as a qualified low-
income building unless the project is a qualified low-income housing project
(without regard to such building) on the date such building is placed in service.

(D) Projects with more than 1 building must be identified
For purposes of this section, a project shall be treated as consisting of only 1 building
unless, before the close of the 1st calendar year in the project period (as defined in
subsection (h)(1)(F)(ii)), each building which is (or will be) part of such project is
identified in such form and manner as the Secretary may provide.

(4) Certain rules made applicable
Paragraphs (2) (other than subparagraph (A) thereof), (3), (4), (5), (6), and (7) of section 142(d),
and section 6652(j), shall apply for purposes of determining whether any project is a qualified low-
income housing project and whether any unit is a low-income unit; except that, in applying such
provisions for such purposes, the term ’’gross rent’’ shall have the meaning given such term by
paragraph (2)(B) of this subsection.

(5) Election to treat building after compliance period as not part of a project
For purposes of this section, the taxpayer may elect to treat any building as not part of a qualified
low-income housing project for any period beginning after the compliance period for such
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building.

(6) Special rule where de minimis equity contribution
Property shall not be treated as failing to be residential rental property for purposes of this section
merely because the occupant of a residential unit in the project pays (on a voluntary basis) to the
lessor a de minimis amount to be held toward the purchase by such occupant of a residential unit in
such project if -

(A) all amounts so paid are refunded to the occupant on the cessation of his occupancy of a
unit in the project, and

(B) the purchase of the unit is not permitted until after the close of the compliance period with
respect to the building in which the unit is located. Any amount paid to the lessor as
described in the preceding sentence shall be included in gross rent under paragraph (2) for
purposes of determining whether the unit is rent- restricted.

(7) Scattered site projects
Buildings which would (but for their lack of proximity) be treated as a project for purposes of this
section shall be so treated if all of the dwelling units in each of the buildings are rent-restricted
(within the meaning of paragraph (2)) residential rental units.

(8) Waiver of certain de minimis errors and recertifications
On application by the taxpayer, the Secretary may waive -

(A) any recapture under subsection (j) in the case of any de minimis error in complying with
paragraph (1), or

(B) any annual recertification of tenant income for purposes of this subsection, if the entire
building is occupied by low-income tenants.

(h) Limitation on aggregate credit allowable with respect to projects located in a State

(1) Credit may not exceed credit amount allocated to building

(A) In general
The amount of the credit determined under this section for any taxable year with respect
to any building shall not exceed the housing credit dollar amount allocated to such
building under this subsection.

(B) Time for making allocation
Except in the case of an allocation which meets the requirements of subparagraph (C),
(D), (E), or (F), an allocation shall be taken into account under subparagraph (A) only if it
is made not later than the close of the calendar year in which the building is placed in
service.

(C) Exception where binding commitment
An allocation meets the requirements of this subparagraph if there is a binding
commitment (not later than the close of the calendar year in which the building is placed
in service) by the housing credit agency to allocate a specified housing credit dollar
amount to such building beginning in a specified later taxable year.

(D) Exception where increase in qualified basis

(i) In general
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An allocation meets the requirements of this subparagraph if such allocation is
made not later than the close of the calendar year in which ends the taxable year
to which it will 1st apply but only to the extent the amount of such allocation
does not exceed the limitation under clause (ii).

(ii) Limitation
The limitation under this clause is the amount of credit allowable under this
section (without regard to this subsection) for a taxable year with respect to an
increase in the qualified basis of the building equal to the excess of -

(I) the qualified basis of such building as of the close of the 1st taxable
year to which such allocation will apply, over

(II) the qualified basis of such building as of the close of the 1st taxable
year to which the most recent prior housing credit allocation with
respect to such building applied.

(iii) Housing credit dollar amount reduced by full allocation
Notwithstanding clause (i), the full amount of the allocation shall be taken into
account under paragraph (2).

(E) Exception where 10 percent of cost incurred

(i) In general
An allocation meets the requirements of this subparagraph if such allocation is
made with respect to a qualified building which is placed in service not later than
the close of the second calendar year following the calendar year in which the
allocation is made.

(ii) Qualified building
For purposes of clause (i), the term ’’qualified building’’ means any building
which is part of a project if the taxpayer’s basis in such project (as of the close of
the calendar year in which the allocation is made) is more than 10 percent of the
taxpayer’s reasonably expected basis in such project (as of the close of the
second calendar year referred to in clause (i)). Such term does not include any
existing building unless a credit is allowable under subsection (e) for
rehabilitation expenditures paid or incurred by the taxpayer with respect to such
building for a taxable year ending during the second calendar year referred to in
clause (i) or the prior taxable year.

(F) Allocation of credit on a project basis

(i) In general
In the case of a project which includes (or will include) more than 1 building, an
allocation meets the requirements of this subparagraph if -

(I) the allocation is made to the project for a calendar year during the
project period,

(II) the allocation only applies to buildings placed in service during or after
the calendar year for which the allocation is made, and

(III) the portion of such allocation which is allocated to any building in such
project is specified not later than the close of the calendar year in which
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the building is placed in service.

(ii) Project period
For purposes of clause (i), the term ’’project period’’ means the period -

(I) beginning with the 1st calendar year for which an allocation may be
made for the 1st building placed in service as part of such project, and

(II) ending with the calendar year the last building is placed in service as
part of such project.

(2) Allocated credit amount to apply to all taxable years ending during or after credit allocation year
Any housing credit dollar amount allocated to any building for any calendar year -

(A) shall apply to such building for all taxable years in the compliance period ending during
or after such calendar year, and

(B) shall reduce the aggregate housing credit dollar amount of the allocating agency only for
such calendar year.

(3) Housing credit dollar amount for agencies

(A) In general
The aggregate housing credit dollar amount which a housing credit agency may allocate
for any calendar year is the portion of the State housing credit ceiling allocated under this
paragraph for such calendar year to such agency.

(B) State ceiling initially allocated to State housing credit agencies
Except as provided in subparagraphs (D) and (E), the State housing credit ceiling for each
calendar year shall be allocated to the housing credit agency of such State. If there is more
than 1 housing credit agency of a State, all such agencies shall be treated as a single
agency.

(C) State housing credit ceiling
The State housing credit ceiling applicable to any State for any calendar year shall be an
amount equal to the sum of -

(i) $1.25 multiplied by the State population,

(ii) the unused State housing credit ceiling (if any) of such State for the preceding
calendar year,

(iii) the amount of State housing credit ceiling returned in the calendar year, plus

(iv) the amount (if any) allocated under subparagraph (D) to such State by the
Secretary. For purposes of clause (ii), the unused State housing credit ceiling for
any calendar year is the excess (if any) of the sum of the amounts described in
clauses (i) and (iii) over the aggregate housing credit dollar amount allocated for
such year. For purposes of clause (iii), the amount of State housing credit ceiling
returned in the calendar year equals the housing credit dollar amount previously
allocated within the State to any project which does not become a qualified low-
income housing project within the period required by this section or the terms of
the allocation or to any project with respect to which an allocation is cancelled
by mutual consent of the housing credit agency and the allocation recipient.
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(D) Unused housing credit carryovers allocated among certain States

(i) In general
The unused housing credit carryover of a State for any calendar year shall be
assigned to the Secretary for allocation among qualified States for the
succeeding calendar year.

(ii) Unused housing credit carryover
For purposes of this subparagraph, the unused housing credit carryover of a State
for any calendar year is the excess (if any) of the unused State housing credit
ceiling for such year (as defined in subparagraph (C)(ii)) over the excess (if any)
of -

(I) the aggregate housing credit dollar amount allocated for such year, over

(II) the sum of the amounts described in clauses (i) and (iii) of
subparagraph (C).

(iii) Formula for allocation of unused housing credit carryovers among qualified
States
The amount allocated under this subparagraph to a qualified State for any
calendar year shall be the amount determined by the Secretary to bear the same
ratio to the aggregate unused housing credit carryovers of all States for the
preceding calendar year as such State’s population for the calendar year bears to
the population of all qualified States for the calendar year. For purposes of the
preceding sentence, population shall be determined in accordance with section
146(j).

(iv) Qualified State
For purposes of this subparagraph, the term ’’qualified State’’ means, with respect
to a calendar year, any State -

(I) which allocated its entire State housing credit ceiling for the preceding
calendar year, and

(II) for which a request is made (not later than May 1 of the calendar year)
to receive an allocation under clause (iii).

(E) Special rule for States with constitutional home rule cities
For purposes of this subsection -

(i) In general
The aggregate housing credit dollar amount for any constitutional home rule city
for any calendar year shall be an amount which bears the same ratio to the State
housing credit ceiling for such calendar year as -

(I) the population of such city, bears to

(II) the population of the entire State.

(ii) Coordination with other allocations
In the case of any State which contains 1 or more constitutional home rule cities,
for purposes of applying this paragraph with respect to housing credit agencies
in such State other than constitutional home rule cities, the State housing credit
ceiling for any calendar year shall be reduced by the aggregate housing credit
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dollar amounts determined for such year for all constitutional home rule cities in
such State.

(iii) Constitutional home rule city
For purposes of this paragraph, the term ’’constitutional home rule city’’ has the
meaning given such term by section 146(d)(3)(C).

(F) State may provide for different allocation
Rules similar to the rules of section 146(e) (other than paragraph (2)(B) thereof) shall
apply for purposes of this paragraph.

(G) Population
For purposes of this paragraph, population shall be determined in accordance with section
146(j).

(4) Credit for buildings financed by tax-exempt bonds subject to volume cap not taken into account

(A) In general
Paragraph (1) shall not apply to the portion of any credit allowable under subsection (a)
which is attributable to eligible basis financed by any obligation the interest on which is
exempt from tax under section 103 if -

(i) such obligation is taken into account under section 146, and

(ii) principal payments on such financing are applied within a reasonable period to
redeem obligations the proceeds of which were used to provide such financing.

(B) Special rule where 50 percent or more of building is financed with tax-exempt bonds
subject to volume cap
For purposes of subparagraph (A), if 50 percent or more of the aggregate basis of any
building and the land on which the building is located is financed by any obligation
described in subparagraph (A), paragraph (1) shall not apply to any portion of the credit
allowable under subsection (a) with respect to such building.

(5) Portion of State ceiling set-aside for certain projects involving qualified nonprofit organizations

(A) In general
Not more than 90 percent of the State housing credit ceiling for any State for any calendar
year shall be allocated to projects other than qualified low-income housing projects
described in subparagraph (B).

(B) Projects involving qualified nonprofit organizations
For purposes of subparagraph (A), a qualified low-income housing project is described in
this subparagraph if a qualified nonprofit organization is to own an interest in the project
(directly or through a partnership) and materially participate (within the meaning of
section 469(h)) in the development and operation of the project throughout the
compliance period.

(C) Qualified nonprofit organization
For purposes of this paragraph, the term ’’qualified nonprofit organization’’ means any
organization if -

(i) such organization is described in paragraph (3) or (4) of section 501(c) and is
exempt from tax under section 501(a),
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(ii) such organization is determined by the State housing credit agency not to be
affiliated with or controlled by a for-profit organization;

(iii) 1 of the exempt purposes of such organization includes the fostering of low-
income housing.

(D) Treatment of certain subsidiaries

(i) In general
For purposes of this paragraph, a qualified nonprofit organization shall be
treated as satisfying the ownership and material participation test of
subparagraph (B) if any qualified corporation in which such organization holds
stock satisfies such test.

(ii) Qualified corporation
For purposes of clause (i), the term ’’qualified corporation’’ means any
corporation if 100 percent of the stock of such corporation is held by 1 or more
qualified nonprofit organizations at all times during the period such corporation
is in existence.

(E) State may not override set-aside
Nothing in subparagraph (F) of paragraph (3) shall be construed to permit a State not to
comply with subparagraph (A) of this paragraph.

(6) Buildings eligible for credit only if minimum long-term commitment to low-income housing

(A) In general
No credit shall be allowed by reason of this section with respect to any building for the
taxable year unless an extended low-income housing commitment is in effect as of the end
of such taxable year.

(B) Extended low-income housing commitment
For purposes of this paragraph, the term ’’extended low-income housing commitment’’
means any agreement between the taxpayer and the housing credit agency -

(i) which requires that the applicable fraction (as defined in subsection (c)(1)) for
the building for each taxable year in the extended use period will not be less than
the applicable fraction specified in such agreement and which prohibits the
actions described in subclauses (I) and (II) of subparagraph (E)(ii),

(ii) which allows individuals who meet the income limitation applicable to the
building under subsection (g) (whether prospective, present, or former occupants
of the building) the right to enforce in any State court the requirement and
prohibitions of clause (i),

(iii) which prohibits the disposition to any person of any portion of the building to
which such agreement applies unless all of the building to which such agreement
applies is disposed of to such person,

(iv) which prohibits the refusal to lease to a holder of a voucher or certificate of
eligibility under section 8 of the United States Housing Act of 1937 because of
the status of the prospective tenant as such a holder,

(v) which is binding on all successors of the taxpayer, and
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(vi) which, with respect to the property, is recorded pursuant to State law as a
restrictive covenant.

(C) Allocation of credit may not exceed amount necessary to support commitment

(i) In general
The housing credit dollar amount allocated to any building may not exceed the
amount necessary to support the applicable fraction specified in the extended
low-income housing commitment for such building, including any increase in
such fraction pursuant to the application of subsection (f)(3) if such increase is
reflected in an amended low-income housing commitment.

(ii) Buildings financed by tax-exempt bonds
If paragraph (4) applies to any building the amount of credit allowed in any
taxable year may not exceed the amount necessary to support the applicable
fraction specified in the extended low-income housing commitment for such
building. Such commitment may be amended to increase such fraction.

(D) Extended use period
For purposes of this paragraph, the term ’’extended use period’’ means the period -

(i) beginning on the 1st day in the compliance period on which such building is part
of a qualified low-income housing project, and

(ii) ending on the later of -

(I) the date specified by such agency in such agreement, or

(II) the date which is 15 years after the close of the compliance period.

(E) Exceptions if foreclosure or if no buyer willing to maintain low-income status

(i) In general
The extended use period for any building shall terminate -

(I) on the date the building is acquired by foreclosure (or instrument in lieu
of foreclosure) unless the Secretary determines that such acquisition is
part of an arrangement with the taxpayer a purpose of which is to
terminate such period, or

(II) on the last day of the period specified in subparagraph (I) if the housing
credit agency is unable to present during such period a qualified
contract for the acquisition of the low-income portion of the building by
any person who will continue to operate such portion as a qualified low-
income building. Subclause (II) shall not apply to the extent more
stringent requirements are provided in the agreement or in State law.

(ii) Eviction, etc. of existing low-income tenants not permitted
The termination of an extended use period under clause (i) shall not be construed
to permit before the close of the 3-year period following such termination -

(I) the eviction or the termination of tenancy (other than for good cause) of
an existing tenant of any low-income unit, or

(II) any increase in the gross rent with respect to such unit not otherwise
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permitted under this section.

(F) Qualified contract
For purposes of subparagraph (E), the term ’’qualified contract’’ means a bona fide
contract to acquire (within a reasonable period after the contract is entered into) the
nonlow-income portion of the building for fair market value and the low-income portion
of the building for an amount not less than the applicable fraction (specified in the
extended low-income housing commitment) of -

(i) the sum of -

(I) the outstanding indebtedness secured by, or with respect to, the
building,

(II) the adjusted investor equity in the building, plus

(III) other capital contributions not reflected in the amounts described in
subclause (I) or (II), reduced by

(ii) cash distributions from (or available for distribution from) the project. The
Secretary shall prescribe such regulations as may be necessary or appropriate to
carry out this paragraph, including regulations to prevent the manipulation of the
amount determined under the preceding sentence.

(G) Adjusted investor equity

(i) In general
For purposes of subparagraph (E), the term ’’adjusted investor equity’’ means,
with respect to any calendar year, the aggregate amount of cash taxpayers
invested with respect to the project increased by the amount equal to -

(I) such amount, multiplied by

(II) the cost-of-living adjustment for such calendar year, determined under
section 1(f)(3) by substituting the base calendar year for ’’calendar year
1987’’. An amount shall be taken into account as an investment in the
project only to the extent there was an obligation to invest such amount
as of the beginning of the credit period and to the extent such amount is
reflected in the adjusted basis of the project.

(ii) Cost-of-living increases in excess of 5 percent not taken into account
Under regulations prescribed by the Secretary, if the CPI for any calendar year
(as defined in section 1(f)(4)) exceeds the CPI for the preceding calendar year by
more than 5 percent, the CPI for the base calendar year shall be increased such
that such excess shall never be taken into account under clause (i).

(iii) Base calendar year
For purposes of this subparagraph, the term ’’base calendar year’’ means the
calendar year with or within which the 1st taxable year of the credit period ends.

(H) Low-income portion
For purposes of this paragraph, the low-income portion of a building is the portion of
such building equal to the applicable fraction specified in the extended low-income
housing commitment for the building.
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(I) Period for finding buyer
The period referred to in this subparagraph is the 1-year period beginning on the date
(after the 14th year of the compliance period) the taxpayer submits a written request to the
housing credit agency to find a person to acquire the taxpayer’s interest in the low-income
portion of the building.

(J) Effect of noncompliance
If, during a taxable year, there is a determination that an extended low-income housing
agreement was not in effect as of the beginning of such year, such determination shall not
apply to any period before such year and subparagraph (A) shall be applied without
regard to such determination if the failure is corrected within 1 year from the date of the
determination.

(K) Projects which consist of more than 1 building
The application of this paragraph to projects which consist of more than 1 building shall
be made under regulations prescribed by the Secretary.

(7) Special rules

(A) Building must be located within jurisdiction of credit agency
A housing credit agency may allocate its aggregate housing credit dollar amount only to
buildings located in the jurisdiction of the governmental unit of which such agency is a
part.

(B) Agency allocations in excess of limit
If the aggregate housing credit dollar amounts allocated by a housing credit agency for
any calendar year exceed the portion of the State housing credit ceiling allocated to such
agency for such calendar year, the housing credit dollar amounts so allocated shall be
reduced (to the extent of such excess) for buildings in the reverse of the order in which
the allocations of such amounts were made.

(C) Credit reduced if allocated credit dollar amount is less than credit which would be
allowable without regard to placed in service convention, etc.

(i) In general
The amount of the credit determined under this section with respect to any
building shall not exceed the clause (ii) percentage of the amount of the credit
which would (but for this subparagraph) be determined under this section with
respect to such building.

(ii) Determination of percentage
For purposes of clause (i), the clause (ii) percentage with respect to any building
is the percentage which -

(I) the housing credit dollar amount allocated to such building bears to

(II) the credit amount determined in accordance with clause (iii).

(iii) Determination of credit amount
The credit amount determined in accordance with this clause is the amount of the
credit which would (but for this subparagraph) be determined under this section
with respect to the building if -

(I) this section were applied without regard to paragraphs (2)(A) and
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(3)(B) of subsection (f), and

(II) subsection (f)(3)(A) were applied without regard to ’’the percentage
equal to 2/3 of.”

(D) Housing credit agency to specify applicable percentage and maximum qualified basis
In allocating a housing credit dollar amount to any building, the housing credit agency
shall specify the applicable percentage and the maximum qualified basis which may be
taken into account under this section with respect to such building. The applicable
percentage and maximum qualified basis so specified shall not exceed the applicable
percentage and qualified basis determined under this section without regard to this
subsection.

(8) Other definitions
For purposes of this subsection -

(A) Housing credit agency
The term ''housing credit agency'' means any agency authorized to carry out this
subsection.

(B) Possessions treated as States
The term ''State'' includes a possession of the United States.

(i) Definitions and special rules
For purposes of this section -

(1) Compliance period
The term ''compliance period'' means, with respect to any building, the
period of 15 taxable years beginning with the 1st taxable year of the
credit period with respect thereto.

(2) Determination of whether building is federally subsidized

(A) In general
Except as otherwise provided in this paragraph, for purposes of subsection (b)(1), a new
building shall be treated as federally subsidized for any taxable year if, at any time during
such taxable year or any prior taxable year, there is or was outstanding any obligation the
interest on which is exempt from tax under section 103, or any below market Federal
loan, the proceeds of which are or were used (directly or indirectly) with respect to such
building or the operation thereof.

(B) Election to reduce eligible basis by balance of loan or proceeds of obligations
A loan or tax-exempt obligation shall not be taken into account under subparagraph (A) if
the taxpayer elects to exclude from the eligible basis of the building for purposes of
subsection (d) -

(i) in the case of a loan, the principal amount of such loan, and

(ii) in the case of a tax-exempt obligation, the proceeds of such obligation.

(C) Special rule for subsidized construction financing
Subparagraph (A) shall not apply to any tax-exempt obligation or below market Federal
loan used to provide construction financing for any building if -
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(i) such obligation or loan (when issued or made) identified the building for which
the proceeds of such obligation or loan would be used, and

(ii) such obligation is redeemed, and such loan is repaid, before such building is
placed in service.

(D) Below market Federal loan
For purposes of this paragraph, the term ’’below market Federal loan’’ means any loan
funded in whole or in part with Federal funds if the interest rate payable on such loan is
less than the applicable Federal rate in effect under section 1274(d)(1) (as of the date on
which the loan was made). Such term shall not include any loan which would be a below
market Federal loan solely by reason of assistance provided under section 106, 107, or
108 of the Housing and Community Development Act of 1974 (as in effect on the date of
the enactment of this sentence).

(E) Buildings receiving HOME assistance

(i) In general
Assistance provided under the HOME Investment Partnerships Act (as in effect
on the date of the enactment of this subparagraph) with respect to any building
shall not be taken into account under subparagraph (D) if 40 percent or more of
the residential units in the building are occupied by individuals whose income is
50 percent or less of area median gross income. Subsection (d)(5)(C) shall not
apply to any building to which the preceding sentence applies.

(ii) Special rule for certain high-cost housing areas
In the case of a building located in a city described in section 142(d)(6), clause
(i) shall be applied by substituting ’’25 percent’’ for ’’40 percent’’.

(3) Low-income unit

(A) In general
The term ’’low-income unit’’ means any unit in a building if -

(i) such unit is rent-restricted (as defined in subsection (g)(2)), and

(ii) the individuals occupying such unit meet the income limitation applicable under
subsection (g)(1) to the project of which such building is a part.

(B) Exceptions

(i) In general
A unit shall not be treated as a low-income unit unless the unit is suitable for
occupancy and used other than on a transient basis.

(ii) Suitability for occupancy
For purposes of clause (i), the suitability of a unit for occupancy shall be
determined under regulations prescribed by the Secretary taking into account
local health, safety, and building codes.

(iii) Transitional housing for homeless
For purposes of clause (i), a unit shall be considered to be used other than on a
transient basis if the unit contains sleeping accommodations and kitchen and
bathroom facilities and is located in a building -
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(I) which is used exclusively to facilitate the transition of homeless
individuals (within the meaning of section 103 of the Stewart B.
McKinney Homeless Assistance Act (42 U.S.C. 11302), as in effect on
the date of the enactment of this clause) to independent living within 24
months, and

(II) in which a governmental entity or qualified nonprofit organization (as
defined in subsection (h)(5)) provides such individuals with temporary
housing and supportive services designed to assist such individuals in
locating and retaining permanent housing.

(iv) Single-room occupancy units
For purposes of clause (i), a single-room occupancy unit shall not be treated as
used on a transient basis merely because it is rented on a month-by-month basis.

(C) Special rule for buildings having 4 or fewer units
In the case of any building which has 4 or fewer residential rental units, no unit in such
building shall be treated as a low-income unit if the units in such building are owned by -

(i) any individual who occupies a residential unit in such building, or

(ii) any person who is related (as defined in subsection (d)(2)(D)(iii)) to such
individual.

(D) Certain students not to disqualify unit
A unit shall not fail to be treated as a low-income unit merely because it is occupied -

(i) by an individual who is -

(I) a student and receiving assistance under title IV of the Social Security
Act, or

(II) enrolled in a job training program receiving assistance under the Job
Training Partnership Act or under other similar Federal, State, or local
laws, or

(ii) entirely by full-time students if such students are -

(I) single parents and their children and such parents and children are not
dependents (as defined in section 152) of another individual, or

(II) married and file a joint return.

(E) Owner-occupied buildings having 4 or fewer units eligible for credit where development
plan

(i) In general
Subparagraph (C) shall not apply to the acquisition or rehabilitation of a building
pursuant to a development plan of action sponsored by a State or local
government or a qualified nonprofit organization (as defined in subsection
(h)(5)(C)).

(ii) Limitation on credit
In the case of a building to which clause (i) applies, the applicable fraction shall
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not exceed 80 percent of the unit fraction.

(iii) Certain unrented units treated as owner-occupied
In the case of a building to which clause (i) applies, any unit which is not rented
for 90 days or more shall be treated as occupied by the owner of the building as
of the 1st day it is not rented.

(4) New building
The term ’’new building’’ means a building the original use of which begins with the taxpayer.

(5) Existing building
The term ’’existing building’’ means any building which is not a new building.

(6) Application to estates and trusts
In the case of an estate or trust, the amount of the credit determined under subsection (a) and any
increase in tax under subsection (j) shall be apportioned between the estate or trust and the
beneficiaries on the basis of the income of the estate or trust allocable to each.

(7) Impact of tenant’s right of 1st refusal to acquire property

(A) In general
No Federal income tax benefit shall fail to be allowable to the taxpayer with respect to
any qualified low-income building merely by reason of a right of 1st refusal held by the
tenants (in cooperative form or otherwise) or resident management corporation of such
building or by a qualified nonprofit organization (as defined in subsection (h)(5)(C)) or
government agency to purchase the property after the close of the compliance period for a
price which is not less than the minimum purchase price determined under subparagraph
(B).

(B) Minimum purchase price
For purposes of subparagraph (A), the minimum purchase price under this subparagraph
is an amount equal to the sum of -

(i) the principal amount of outstanding indebtedness secured by the building (other
than indebtedness incurred within the 5-year period ending on the date of the
sale to the tenants), and

(ii) all Federal, State, and local taxes attributable to such sale. Except in the case of
Federal income taxes, there shall not be taken into account under clause (ii) any
additional tax attributable to the application of clause (ii).

(j) Recapture of credit

(1) In general
If -

(A) as of the close of any taxable year in the compliance period, the amount of the qualified
basis of any building with respect to the taxpayer is less than

(B) the amount of such basis as of the close of the preceding taxable year, then the taxpayer’s
tax under this chapter for the taxable year shall be increased by the credit recapture
amount.

(2) Credit recapture amount
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For purposes of paragraph (1), the credit recapture amount is an amount equal to the sum of -

(A) the aggregate decrease in the credits allowed to the taxpayer under section 38 for all prior
taxable years which would have resulted if the accelerated portion of the credit allowable
by reason of this section were not allowed for all prior taxable years with respect to the
excess of the amount described in paragraph (1)(B) over the amount described in
paragraph (1)(A), plus

(B) interest at the overpayment rate established under section 6621 on the amount determined
under subparagraph (A) for each prior taxable year for the period beginning on the due
date for filing the return for the prior taxable year involved. No deduction shall be
allowed under this chapter for interest described in subparagraph (B).

(3) Accelerated portion of credit
For purposes of paragraph (2), the accelerated portion of the credit for the prior taxable years with
respect to any amount of basis is the excess of -

(A) the aggregate credit allowed by reason of this section (without regard to this subsection)
for such years with respect to such basis, over

(B) the aggregate credit which would be allowable by reason of this section for such years
with respect to such basis if the aggregate credit which would (but for this subsection)
have been allowable for the entire compliance period were allowable ratably over 15
years.

(4) Special rules

(A) Tax benefit rule
The tax for the taxable year shall be increased under paragraph (1) only with respect to
credits allowed by reason of this section which were used to reduce tax liability. In the
case of credits not so used to reduce tax liability, the carryforwards and carrybacks under
section 39 shall be appropriately adjusted.

(B) Only basis for which credit allowed taken into account
Qualified basis shall be taken into account under paragraph (1)(B) only to the extent such
basis was taken into account in determining the credit under subsection (a) for the
preceding taxable year referred to in such paragraph.

(C) No recapture of additional credit allowable by reason of subsection (f)(3)
Paragraph (1) shall apply to a decrease in qualified basis only to the extent such decrease
exceeds the amount of qualified basis with respect to which a credit was allowable for the
taxable year referred to in paragraph (1)(B) by reason of subsection (f)(3).

(D) No credits against tax
Any increase in tax under this subsection shall not be treated as a tax imposed by this
chapter for purposes of determining the amount of any credit under subpart A, B, D, or G
of this part.

(E) No recapture by reason of casualty loss
The increase in tax under this subsection shall not apply to a reduction in qualified basis
by reason of a casualty loss to the extent such loss is restored by reconstruction or
replacement within a reasonable period established by the Secretary.

(F) No recapture where de minimis changes in floor space
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The Secretary may provide that the increase in tax under this subsection shall not apply
with respect to any building if -

(i) such increase results from a de minimis change in the floor space fraction under
subsection (c)(1), and

(ii) the building is a qualified low-income building after such change.

(5) Certain partnerships treated as the taxpayer

(A) In general
For purposes of applying this subsection to a partnership to which this paragraph applies -

(i) such partnership shall be treated as the taxpayer to which the credit allowable
under subsection (a) was allowed,

(ii) the amount of such credit allowed shall be treated as the amount which would
have been allowed to the partnership were such credit allowable to such
partnership,

(iii) paragraph (4)(A) shall not apply, and

(iv) the amount of the increase in tax under this subsection for any taxable year shall
be allocated among the partners of such partnership in the same manner as such
partnership’s taxable income for such year is allocated among such partners.

(B) Partnerships to which paragraph applies
This paragraph shall apply to any partnership which has 35 or more partners unless the
partnership elects not to have this paragraph apply.

(C) Special rules

(i) Husband and wife treated as 1 partner
For purposes of subparagraph (B)(i), a husband and wife (and their estates) shall
be treated as 1 partner.

(ii) Election irrevocable
Any election under subparagraph (B), once made, shall be irrevocable.

(6) No recapture on disposition of building (or interest therein) where bond posted
In the case of a disposition of a building or an interest therein, the taxpayer shall be discharged
from liability for any additional tax under this subsection by reason of such disposition if -

(A) the taxpayer furnishes to the Secretary a bond in an amount satisfactory to the Secretary
and for the period required by the Secretary, and

(B) it is reasonably expected that such building will continue to be operated as a qualified
low-income building for the remaining compliance period with respect to such building.

(k) Application of at-risk rules
For purposes of this section -

(1) In general
Except as otherwise provided in this subsection, rules similar to the rules of section 49(a)(1) (other
than subparagraphs (D)(ii)(II) and (D)(iv)(I) thereof), section 49(a)(2), and section 49(b)(1) shall
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apply in determining the qualified basis of any building in the same manner as such sections apply
in determining the credit base of property.

(2) Special rules for determining qualified person
For purposes of paragraph (1) -

(A) In general
If the requirements of subparagraphs (B), (C), and (D) are met with respect to any
financing borrowed from a qualified nonprofit organization (as defined in subsection
(h)(5)), the determination of whether such financing is qualified commercial financing
with respect to any qualified low-income building shall be made without regard to
whether such organization -

(i) is actively and regularly engaged in the business of lending money, or

(ii) is a person described in section 49(a)(1)(D)(iv)(II).

(B) Financing secured by property
The requirements of this subparagraph are met with respect to any financing if such
financing is secured by the qualified low-income building, except that this subparagraph
shall not apply in the case of a federally assisted building described in subsection
(d)(6)(B) if -

(i) a security interest in such building is not permitted by a Federal agency holding
or insuring the mortgage secured by such building, and

(ii) the proceeds from the financing (if any) are applied to acquire or improve such
building.

(C) Portion of building attributable to financing
The requirements of this subparagraph are met with respect to any financing for any
taxable year in the compliance period if, as of the close of such taxable year, not more
than 60 percent of the eligible basis of the qualified low-income building is attributable to
such financing (reduced by the principal and interest of any governmental financing
which is part of a wrap-around mortgage involving such financing).

(D) Repayment of principal and interest
The requirements of this subparagraph are met with respect to any financing if such
financing is fully repaid on or before the earliest of -

(i) the date on which such financing matures,

(ii) the 90th day after the close of the compliance period with respect to the qualified
low-income building, or

(iii) the date of its refinancing or the sale of the building to which such financing
relates. In the case of a qualified nonprofit organization which is not described in
section 49(a)(1)(D)(iv)(II) with respect to a building, clause (ii) of this
subparagraph shall be applied as if the date described therein were the 90th day
after the earlier of the date the building ceases to be a qualified low-income
building or the date which is 15 years after the close of a compliance period with
respect thereto.

(3) Present value of financing
If the rate of interest on any financing described in paragraph (2)(A) is less than the rate which is 1
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percentage point below the applicable Federal rate as of the time such financing is incurred, then
the qualified basis (to which such financing relates) of the qualified low-income building shall be
the present value of the amount of such financing, using as the discount rate such applicable
Federal rate. For purposes of the preceding sentence, the rate of interest on any financing shall be
determined by treating interest to the extent of government subsidies as not payable.

(4) Failure to fully repay

(A) In general
To the extent that the requirements of paragraph (2)(D) are not met, then the taxpayer’s
tax under this chapter for the taxable year in which such failure occurs shall be increased
by an amount equal to the applicable portion of the credit under this section with respect
to such building, increased by an amount of interest for the period -

(i) beginning with the due date for the filing of the return of tax imposed by chapter
1 for the 1st taxable year for which such credit was allowable, and

(ii) ending with the due date for the taxable year in which such failure occurs,
determined by using the underpayment rate and method under section 6621.

(B) Applicable portion
For purposes of subparagraph (A), the term ’’applicable portion’’ means the aggregate
decrease in the credits allowed to a taxpayer under section 38 for all prior taxable years
which would have resulted if the eligible basis of the building were reduced by the
amount of financing which does not meet requirements of paragraph (2)(D).

(C) Certain rules to apply
Rules similar to the rules of subparagraphs (A) and (D) of subsection (j)(4) shall apply for
purposes of this subsection.

(l) Certifications and other reports to Secretary

(1) Certification with respect to 1st year of credit period
Following the close of the 1st taxable year in the credit period with respect to any qualified low-
income building, the taxpayer shall certify to the Secretary (at such time and in such form and in
such manner as the Secretary prescribes) -

(A) the taxable year, and calendar year, in which such building was placed in service,

(B) the adjusted basis and eligible basis of such building as of the close of the 1st year of the
credit period,

(C) the maximum applicable percentage and qualified basis permitted to be taken into account
by the appropriate housing credit agency under subsection (h),

(D) the election made under subsection (g) with respect to the qualified low-income housing
project of which such building is a part, and

(E) such other information as the Secretary may require. In the case of a failure to make the
certification required by the preceding sentence on the date prescribed therefor, unless it
is shown that such failure is due to reasonable cause and not to willful neglect, no credit
shall be allowable by reason of subsection (a) with respect to such building for any
taxable year ending before such certification is made.
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(2) Annual reports to the Secretary
The Secretary may require taxpayers to submit an information return (at such time and in such
form and manner as the Secretary prescribes) for each taxable year setting forth -

(A) the qualified basis for the taxable year of each qualified low-income building of the
taxpayer,

(B) the information described in paragraph (1)(C) for the taxable year, and

(C) such other information as the Secretary may require. The penalty under section 6652(j)
shall apply to any failure to submit the return required by the Secretary under the
preceding sentence on the date prescribed therefor.

(3) Annual reports from housing credit agencies
Each agency which allocates any housing credit amount to any building for any calendar year shall
submit to the Secretary (at such time and in such manner as the Secretary shall prescribe) an annual
report specifying -

(A) the amount of housing credit amount allocated to each building for such year,

(B) sufficient information to identify each such building and the taxpayer with respect thereto,
and

(C) such other information as the Secretary may require. The penalty under section 6652(j)
shall apply to any failure to submit the report required by the preceding sentence on the
date prescribed therefor.

(m) Responsibilities of housing credit agencies

(1) Plans for allocation of credit among projects

(A) In general
Notwithstanding any other provision of this section, the housing credit dollar amount with
respect to any building shall be zero unless -

(i) such amount was allocated pursuant to a qualified allocation plan of the housing
credit agency which is approved by the governmental unit (in accordance with
rules similar to the rules of section 147(f)(2) (other than subparagraph (B)(ii)
thereof)) of which such agency is a part, and

(ii) such agency notifies the chief executive officer (or the equivalent) of the local
jurisdiction within which the building is located of such project and provides
such individual a reasonable opportunity to comment on the project.

(B) Qualified allocation plan
For purposes of this paragraph, the term ’’qualified allocation plan’’ means any plan -

(i) which sets forth selection criteria to be used to determine housing priorities of
the housing credit agency which are appropriate to local conditions,

(ii) which also gives preference in allocating housing credit dollar amounts among
selected projects to -

(I) projects serving the lowest income tenants, and
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(II) projects obligated to serve qualified tenants for the longest periods, and

(iii) which provides a procedure that the agency (or an agent or other private
contractor of such agency) will follow in monitoring for noncompliance with the
provisions of this section and in notifying the Internal Revenue Service of such
noncompliance which such agency becomes aware of.

(C) Certain selection criteria must be used
The selection criteria set forth in a qualified allocation plan must include

(i) project location,

(ii) housing needs characteristics,

(iii) project characteristics,

(iv) sponsor characteristics,

(v) participation of local tax-exempt organizations,

(vi) tenant populations with special housing needs, and

(vii) public housing waiting lists.

(D) Application to bond financed projects
Subsection (h)(4) shall not apply to any project unless the project satisfies the
requirements for allocation of a housing credit dollar amount under the qualified
allocation plan applicable to the area in which the project is located.

(2) Credit allocated to building not to exceed amount necessary to assure project feasibility

(A) In general
The housing credit dollar amount allocated to a project shall not exceed the amount the
housing credit agency determines is necessary for the financial feasibility of the project
and its viability as a qualified low-income housing project throughout the credit period.

(B) Agency evaluation
In making the determination under subparagraph (A), the housing credit agency shall
consider -

(i) the sources and uses of funds and the total financing planned for the project,

(ii) any proceeds or receipts expected to be generated by reason of tax benefits,

(iii) the percentage of the housing credit dollar amount used for project costs other
than the cost of intermediaries, and

(iv) the reasonableness of the developmental and operational costs of the project.
Clause (iii) shall not be applied so as to impede the development of projects in
hard-to-develop areas. Such a determination shall not be construed to be a
representation or warranty as to the feasibility or viability of the project.

(C) Determination made when credit amount applied for and when building placed in service

(i) In general
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A determination under subparagraph (A) shall be made as of each of the
following times:

(I) The application for the housing credit dollar amount.

(II) The allocation of the housing credit dollar amount.

(III) The date the building is placed in service.

(ii) Certification as to amount of other subsidies
Prior to each determination under clause (i), the taxpayer shall certify to the
housing credit agency the full extent of all Federal, State, and local subsidies
which apply (or which the taxpayer expects to apply) with respect to the
building.

(D) Application to bond financed projects
Subsection (h)(4) shall not apply to any project unless the governmental unit which issued
the bonds (or on behalf of which the bonds were issued) makes a determination under
rules similar to the rules of subparagraphs (A) and (B).

(n) Regulations
The Secretary shall prescribe such regulations as may be necessary or appropriate to carry out the purposes
of this section, including regulations -

(1) dealing with -

(A) projects which include more than 1 building or only a portion of a building,

(B) buildings which are placed in service in portions,

(2) providing for the application of this section to short taxable years,

(3) preventing the avoidance of the rules of this section, and

(4) providing the opportunity for housing credit agencies to correct administrative errors and
omissions with respect to allocations and record keeping within a reasonable period after their
discovery, taking into account the availability of regulations and other administrative guidance
from the Secretary.
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EXHIBIT J
OREGON AFFORDABLE HOUSING POLICY STATEMENT

Oregon State Housing Council

WHEREAS, pursuant to ORS 456.555(6)(a), the State Housing Council (the “Council”) shall, with the
advice of the Director of the Housing and Community Services Department (the “Director”), set policy and
approve or disapprove rules and standards for housing programs of the Housing and Community Services
Department (the “Department”); and,

WHEREAS, pursuant top ORS 456.571(1), the Council shall develop policies to aid in stimulating and
increasing the supply of housing for persons and families of lower income; and,

WHEREAS, pursuant to ORS 456.571 (2)(a), the Council must review each single-family home ownership
loan in excess of $150,000 and all other housing loans or grants in excess of $100,000 which are proposed
to be made by the Director for approval or disapproval; and,

WHEREAS, pursuant to ORS 458.620(3), as amended by 1995 Oregon Law, Section 1, Chapter 174, the
Council shall establish a policy for distributing funds of the Home Ownership Assistance Account, in
accordance with said statute, to assist persons of low and very low income, as defined in ORS 458.610,
until December 31, 2002, at which time said statute is repealed; and,

WHEREAS, pursuant to ORS 458.620(3) and ORS 458.650, the Council shall establish a policy for
distributing funds of the Housing Development and Guarantee Account and the Emergency Housing
Account, in accordance with said statutes, to assist persons of low and very low income, as defined in ORS
458.610; and,

WHEREAS, the Council recognizes the need to develop affordable housing policy which provides a
comprehensive plan for the success of a proposed housing project as well as to the individuals or families
who occupy said project; and,

WHEREAS, the Council has adopted the following mission statement: :The Oregon State Housing
Council shall promote a positive quality of life for Oregonians through the development of high quality
affordable housing.”

NOW THEREFORE, the State Housing Council adopts the following policy:

All things within the scope of the Council’s statutory authority and projects submitted to the State Housing
Council for approval, shall be reviewed in light of, but not limited to, the following areas;       i) Financing
and Need; ii) Integrated and Quality Development; iii) Property Management; iv) Long Term
Program/Services Scope and Management; v) Capacity Building; and vi) Council adopted plans and
policies that target state and federal resources in support of moderate and low income Oregonians.

The State Housing Council, with the advice and assistance of the Director, will design specific criteria for
project approval, in accordance with the above referenced statutes.  The criteria will be reviewed on an
annual basis by the State Housing Council at the Council’s Fall retreat, or as otherwise designated by the
chair of the Council.
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Oregon Affordable Housing Policy Criteria

In concert with its mission and statutory authority to set housing policy for the State of Oregon (ORS
456.555 (6) (a), and to protect the public interest in affordable housing development and related programs,
the Oregon State Housing Council supports initiates and approved funds for proposals that address the
following criteria:

i. FINANCING AND NEED
Assure the long term viability of projects through accurately determining the need and
doing a present value economic analysis versus the cost of dollars.

ii. INTEGRATED AND QUALITY DEVELOPMENT
Assure a thorough and multidimensional review of site specific planning
considerations and encourage the integration of incomes and densities in
communities, neighborhoods, or geographic locations.  Proposals to create affordable
housing shall demonstrate how they contribute to positive community climates with
adopted comprehensive plans.

iii. PROPERTY MANAGEMENT
Assure the maintenance of properties in a decent, safe, sanitary condition that assures
long-term stewardship of the property.

iv. LONG TERM PROGRAM/SERVICES SCOPE AND MANAGEMENT
Assure the ongoing viability and implementation of an appropriate resident service
program.

v. CAPACITY BUILDING
Utilize and foster the further development of capacities in the community for the
development and maintenance of affordable housing options.

vi. COUNCIL ADOPTED PLANS AND POLICIES THAT TARGET STATE AND FEDERAL
RESOURCES IN SUPPORT OF MODERATE AND LOW INCOME OREGONIANS

Assure private, local, state and federal resources are applied in an integrated,
collaborative, community supported and coordinated manner.
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EXHIBIT K
IRS PROPOSED FINAL RULE
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EXHIBIT L
PROPOSED INFORMATION RELEASE FORM

FINANCING INFORMATION RELEASE FORM

TO: Oregon Housing and Community Services Department

FROM:                                                                                                           

DATE:                                                     

RE:                                             

LOCATION:                                                                                                             

I (we) hereby authorize the Oregon Housing and Community Services Department to verify or
check any of the information submitted including, but not limited to, all sources of financing and
cost estimates related to the above project.   I (we) hereby authorize the Oregon Housing and
Community Services Department to obtain the verification of financing information as required
to complete its due diligence with respect to the above-referenced development or transaction.  I
(we) hereby authorize all financial partners listed in my application for funding to the Oregon
Housing and Community Services Department to provide information about the above
mentioned project to the Oregon Housing and Community Services Department upon its
request.

By:                                                                       
Name:                                                                       
Title:                                                                                    

NOTE:  The Department will notify sponsors if it determines a need to access this information.
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EXHIBIT M
IRS MEMORANDUM OF UNDERSTANDING

MEMORANDUM OF UNDERSTANDING

INTERNAL REVENUE SERVICE/OREGON HOUSING AND COMMUNITY SERVICES
DEPARTMENT

LOW INCOME HOUSING TAX CREDIT PROGRAM
(LIHTC)

1. Introduction
This Memorandum of Understanding (MOU) between the Internal Revenue Service (IRS) and the Oregon
Housing and Community Services Department sets forth the agreement of the parties with respect to an
initiative to improve the administration of the Low Income Housing Tax Credit (LIHTC) program.

2. Authority
This MOU is entered into between the IRS and the Oregon Housing and Community Services Department
pursuant to Section 42 of the Internal Revenue Code, which gives joint responsibility for administering the
LIHTC program to state and local housing credit agencies and the IRS.

3. Purpose
The purpose of this initiative is to enable the Oregon Housing and Community Services Department to
make a more informed allocation of low income housing credits in support of the objective that credits are
used as intended, to increase the supply of affordable housing.

4. Duties and Responsibilities of the IRS
A.
1. The IRS will provide the Oregon Housing and Community Services Department with federal

tax information pursuant to Internal Revenue Code Section 6103 ( c ) after receiving Form
8821, Tax Information Authorization (Rev. 9-98), submitted by a LIHTC applicant.

2. The IRS will only provide the Oregon Housing and Community Services Department with
federal tax information pertaining to low-income housing credits.

3. The IRS will provide the Oregon Housing and Community Services Department with all
federal tax information pertaining to low-income housing credits, including audit findings and
assessments, for the tax periods specified on Form 8821 (Rev.9-98).  On line 3 of Form 8821
(Rev. 9-98), in addition to the type of tax, tax form number, and year or period, the following
statement must be included in column (d):  “Any related federal tax information pertaining to
low-income housing credits, including audits findings and assessments.”

4. The IRS will review the Business Master File, revenue agent reports, and other sources of
account data for information pertaining to low-income housing credits for the entity shown on
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Form 8821 (Rev. 9-98) and provide the results of the research to the Oregon Housing and
Community Services Department within 30 days of receipt of Form 8821 (Rev. 9-98).

5. The IRS will provide assistance in training and educating the Oregon Housing and
Community Services Department as necessary.  The IRS will have full discretion with regard
to all aspects of the training, including the timing of training.

B. Unless otherwise specified elsewhere in the Agreement, the IRS shall furnish all necessary
management, supervision, labor, facilities, equipment, supplies and materials necessary to
fulfill its responsibilities and duties under the Agreement.

5. Duties and responsibilities of the Oregon Housing and Community Services Department
A.

1. As a condition of application for an allocation of LIHTC, the Oregon Housing and
Community Services Department will require the applicant to complete Form 8821,
Tax Information Authorization (Rev. 9-98), naming the Oregon Housing and
Community Services Department ass the appointee to receive tax information. Form
8821 (Rev. 9-98), will be included in and will be submitted with the application
package.  On Line 3 of Form 8821 (REV.9-98), in addition to the type of tax, tax
from number, and year or period, the following statement must be included in column
( d ):  “Any related federal tax information pertaining to low income housing credits,
including audit findings and assessments.”

2. The Oregon Housing and Community Services Department will forward the
completed and signed Form 8821 (Rev.9-98) to the IRS.  Form 8821 (Rev. 9-98)
must be received by the IRS within 60 days of the date it was signed or else it
becomes invalid.

3. The Oregon Housing and Community Services Department will ensure that
information provided by the IRS under this Agreement is used solely for the
purpose of LIHTC awards.  The information will be safeguarded by the Oregon
Housing and community Services Department to prevent improper disclosure.

B. Unless otherwise specified elsewhere in this Agreement, the Oregon Housing and
Community Services Department shall furnish all necessary management, supervision,
labor, facilities, equipment, supplies and materials necessary to fulfill its responsibilities
and duties under the Agreement.

6. Liability:
A. Each party to this Agreement shall be liable for the acts and omissions of its own

employees.
B. The IRS shall not be liable for any injury to another party’s personnel or damage to

another party’s property unless such injury or damage is compensable under the Federal
Tort Claims Act [28 U.S.C. 1346(b)], or pursuant to other Federal statutory authority. 
Similarly, the Oregon Housing and Community Services Department shall not be liable for
any injury to another party’s personnel or damage to another party’s property unless such
injury or damage is compensable under applicable state or local law.

7. Third Party Rights:
This MOU does not confer any rights or benefits on any third party.
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8. Effective Date:
The effective date of this MOU is the date it has been signed by all parties to the Agreement.

9. Amendment of the MOU:
This MOU may be amended by deletion or modification of any provisions, provided that such amendment
is in writing and is signed by all parties to the agreement.

10. Termination of the MOU:
This MOU may be cancelled upon 90days written notice by either the IRS or the Oregon Housing and
Community Services Department, or immediately by signed agreement of the IRS and the Oregon Housing
and Community Services Department.

11. Limitations:
The terms of this Agreement are not intended to alter, amend, or rescind any current agreement or
provision of federal law now in effect.  Any provision of the MOU which conflicts with federal law will be
null and void.

Approvals

______________________________ ________________________________________
District Director Director:  Oregon Housing and Community Services
__________________ District Department
Internal Revenue Service
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OMB No. 1545-1165

Form 8821
(Rev. September 1998)

Department of the Treasury
Internal Revenue Service

Tax Information Authorization

�,)�7+,6�$87+25,=$7,21�,6�127�6,*1('�$1'�'$7('��,7�:,//�%(�5(7851('�

1 Taxpayer information.

For IRS Use Only

Received by:

Name                                                      

Telephone (                )                                              

Function                                                                     

Date                    /                           /                           

Social security number(s)
          ����������                       .
          ����������

Employer identification number

Taxpayer name(s) and address (please type or print)

Daytime telephone number

( )

Plan number (If applicable)

2 Appointee.
Name and address (please type or print)

CAF No.                                                                                                         
Telephone No. (              )                                                                             
Fax No. (                   )                                                                                    

Check if new: Address ∀
Telephone No.   ∀

3 Tax matters.  The appointee is authorized to inspect and/or receive confidential tax information in any office of the IRS for the tax
matters listed on this line.  *Instructions for column (d): Any related federal tax information pertaining to low-income housing
credits, including audits findings and assessments.

(a)
Type of Tax

(Income, Employment, Excise, etc)

(b)
Tax Form Number

(1040, 941, 720, etc.)

(c)
Year(s) of Period(s)

(d)
Specific Tax Matters (see instr.*)

4 Specific use not recorded on Centralized Authorization File (CAF).  If the tax information authorization is for a specific use
not recorded on CAF, check this box. (See the instructions on page 2.) ...................................................................................

............................................................................................................................. If you checked this box, skip lines 5 and 6.
∀

5 Disclosure of tax information (you must check box 5a or b unless box 4 is checked):
a If you want copies of tax information, notices, and other written communications sent to the appointee on an outgoing basis,

check this box.........................................................................................................................................................................
b If you do not want any copies of notices or communications sent to your appointee, check this box ...................................

∀
∀

6 Retention/revocation of tax information authorizations. This tax information authorization automatically revokes all prior
authorizations for the same tax matters you listed above on line 3 unless you checked the box on line 4.  If you do not want to
revoke a prior tax information authorization, you MUST attach a copy of any authorizations you want to remain in effect AND
check this box ............................................................................................................................................................................

................................................................................... To revoke this tax information authorization, see the instructions on page 2.
∀

7 Signature of taxpayer(s).  If a tax matter applies to a joint return, either husband or wife must sign.  If signed by a corporate
officer, partner, guardian, executor, receiver, administrator, trustee, or party other than the taxpayer, I certify that I have the
authority to execute this form with respect to the tax matters/periods covered.

..................................................................................................... ...........................
Signature Date

...................................................................................................................................
Print Name Title (if applicable)

............................................................................................................ ........................
Signature Date

.......................................................................................................................................
Print Name Title (if applicable)

General Instructions
Section references are to the Internal Revenue Code unless otherwise noted.

Change To Note. New column (d) is added to line 3 for specific tax
matters. Use column (d) to specify tax information that is to be provided
by the IRS.  See the line 3 instructions on page 2.
Purpose of form. Form 8821 authorizes any individual, corporation,
firm, organization, or partnership you designate to inspect and/or
receive confidential information in any office of the IRS for the type of
tax and the years or periods you list on this form.

Form 8821 does not authorize you appointee to advocate you
position with respect to the Federal tax laws; to execute waivers,

consents, or closing agreements; or to otherwise represent you before
the IRS.  If you want to authorize an individual to represent you, use
Form 2848, Power of Attorney and Declaration of Representative,
instead of Form 8821.  You may file your own tax information
authorization without using Form 8821, but it must include all the
information that is requested on the form.
Taxpayer identification numbers (TINs). TINs are used to identify
taxpayer information with corresponding tax returns.  It is important that
you furnish correct names, social security numbers (SSNs), individual
taxpayer identification numbers (ITINs), or employer identification
numbers (EINs) so that the IRS can respond to your request.
Fiduciaries.  A fiduciary (trustee, executor, administrator, receiver, or
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guardian) stands in the position of a taxpayer and acts as the taxpayer.
 Therefore, a fiduciary does not act as an appointee and should not file
Form 8821.  File Form 56, Notice Concerning Fiduciary Relationship, to
notify the IRS of the existence of a fiduciary relationship.  If a fiduciary
wishes to authorize an appointee to inspect and/or receive confidential
tax information on behalf of the fiduciary.  Form 8821 must be filled and
signed by the fiduciary acting in the position of the taxpayer.
Partnership items.  Sections 6221-6231 authorize a Tax Matters
Partner to perform certain acts on behalf of an affected partnership.
Rules governing the use of Form 8821 do not replace any provisions of
the above-referenced sections.
Filing the tax information authorization. File the original, photocopy,
or facsimile transmission (fax) of Form 8821 with each IRS office in
which you want your appointee to inspect and/or receive confidential
tax information on your behalf.  If Form 8821 is filed for a matter
currently pending before an office of the IRS, such as an examination,
file the authorization with that office.  Otherwise, file the authorization
with the service center where the related return was, or will be, filed. 
See the instructions for the related tax return for the service center
addresses.  Form 8821 must be received by the IRS within 60 days of
the date it was signed and dated by the taxpayer.

Specific Instructions
Line 1—Taxpayer information

Individuals. Enter your name. TIN, and street address in the space
provided.  If a joint return is used, also enter your spouse’s name and
TIN.  Also enter your EIN if applicable.

Corporations, partnerships, or associations.  Enter the name,
EIN, and business address.

Employee plan.  Enter the plan name, EIN of the plan sponsor,
three-digit plan number, and business address of the plan sponsor.

Trust.  Enter the name, title, and address of the trustee, and the
name and EIN of the trust.

Estate.  Enter the name, title, and address of the decedent’s
executor/personal representative, and the name and identification
number of the estate.  The identification number for an estate includes
both the EIN, if the estate has one, and the decedent’s TIN.
Line 2—Appointee .  Enter the name of your appointee.  Use the
identical name on all submissions.  If you wish to name more than one
appointee, indicate so on this line and attach a list to the form.
 Note:   Only the first three appointees you list will be input on the CAF.

Enter the nine-digit CAF number for each appointee.  If an appointee
has a CAF number for any previously filed Form 8821 or power of
attorney (Form 2848), use that number.  If a CAF number has not been
assigned, enter “NONE”, and the IRS will issue one directly to your
appointee.

The CAF number is a number that the IRS assigns to appointees. 
The appointee must use the CAF number on all future Forms 8821 or
2848.  The IRS does not assign CAF numbers to requests for employee
plans and exempt organizations.
Line 3—Tax matter(s).   Enter the type of tax, the tax form number, the
years or periods, and the specific tax matter.  Enter “Not applicable”, in
any of the columns that do not apply.

In column (c), write the years using the YYYY format, for example,
“1998”.  Do not use general references such as “all years”, or “all
periods”.  If you do , your application will be returned.

You may list any prior years or periods, but for future periods, you are
limited to the 3 future periods that end no later than 3 years after the
date Form 8821 is received by the IRS.  For employment tax or excise
tax returns, enter the applicable quarters of the tax year.  For excise
tax returns, enter the date of the taxpayer’s death instead of the year or
period.

In column (d), enter any specific information you want the IRS to
provide.  Examples of column (d) information are: transcript of an
account, a balance due amount, a specific tax schedule, or a tax
liability.

For requests regarding a foreign certification shown on Form
6166, Certification of Filing A Tax Return, enter “Form 6166” in column
(d) and check the box on line 4.
Line 4—Specific use not recorded on CAF.   Generally, the IRS
records all tax information authorizations on the CAF system.  However,
authorizations relating to specific issue are not recorded.

Check the box on line 4 if Form 8821 is filed for any of the following
reasons: (1) requests to disclose information to loan companies or

educational institutions, (2) requests to disclose information to Federal
or state agency investigators for background checks, (3) civil penalty
issues, (4) trust fund recovery penalty, (5) application for EIN, and (6)
claims filed on Form 843 , Claim for Refund and Request for
Abatement.  If you check the box on line 4, you appointee should
submit a copy of Form 8821 with each written request to receive
information by mail or bring a copy of Form 8821 to each appointment
to inspect or receive information.  A specific use tax information
authorization does not automatically revoke any prior tax information
authorizations.
Line 6—Retention/revocation of tax authorizations.
Check the box on this line and attach a copy of the tax information
authorization you do not want to revoke.

To revoke an existing authorization, send a copy of the previously
executed Form 8821 to each IRS office where it was filed.  Write
“REVOKE” across the top of the form and sign your name again under
the existing signature (line 7).  If you do not have a copy of the prior
Form 8821, send a letter to each IRS office where you filed it.  The
letter must indicate that the authority of the tax information authorization
is revoked and must be signed by the taxpayer.  Include the name and
address of each appointee whose authority is revoked.
Note:  Filing Form 8821 does not revoke any Form 2848 that is in
effect.
Line 7—Signature of taxpayer(s).

Individuals.  You must sign and date the authorization.  Either
husband or wife must sign if Form 8821 applies to a joint return.

Corporations.  Generally, Form 8821 can be signed by: (1) an
officer having legal authority to bind the corporation, (2) any person
designated by the board of directors or other governing body, (3) any
officer or employee on written request by any principal officer and
attested to by the secretary or other officer, and (4) any other person
authorized to access information under section 6103(e).

Partnerships.  Generally, Form 8821 can be signed by any person
who was a member of the partnership during any part of the tax period
covered by Form 8821.  See Partnership items  above.

Other.  See section 6103(e) if the taxpayer has died, is insolvent, is
a dissolved corporation, or if a trustee, guardian, executor, receiver, or
administrator is acting for the taxpayer.
                                                                                                                        

Privacy Act and Paperwork Reduction Act Notice.  We ask for the
information on this form to carry out the Internal Revenue laws of the
United States.  Form 8821 is provided by the IRS for your convenience
and its use is voluntary.  If you designate an appointee to inspect and/or
receive confidential tax information, you are required by section 6103(c)
to provide the information requested on the form.  Under section 6109,
you must disclose your social security number (SSN), employer
identification number (EIN), or individual taxpayer identification number
(TIN).

Routine uses of this information include giving it to the Department of
Justice for civil and criminal litigation, and to cities, states, and the
District of Columbia for use in administering their tax laws.  We may
also give this information to other countries pursuant to tax treaties.

You are not required t provide the information requested on a form
unless the form displays a valid OMB control number.  Books or
records relating to a form or its instructions must be retained as long as
their contents may become material in the administration of any Internal
Revenue law.  Disclosure of the information of this form may be made
as provided in section 6103.

The time needed to complete and file this form will vary depending
on indivudual circumstances.  The estimated average time is:
Recordkeeping, 7 min.; Learning about the law or the form, 12 min.;
Preparing the form,  24 min.; Copying, assembling, and sending the
form to the IRS, 20 min.

If you have comments concerning the accuracy of these time
estimates, or suggestions for making this form simpler, we would be
happy to hear from you.  You can write to the Tax Forms Committee,
Western Area Distribution Center, Rancho Cordova, CA 95743-0001. 
DO NOT send Form 8821 to this address.  Instead, see Filing the tax
information authorization  on this page.
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