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2012 QUALIFIED ALLOCATION PLAN 

For the Period Beginning with the Allocation of 2013 Low Income Housing Tax Credits 

INTRODUCTION 

The Low Income Housing Tax Credit (LIHTC) program was created under the Tax Reform Act of 1986.   

This Qualified Allocation Plan (QAP) was written to adhere to the established evaluation criteria and 

preference categories mandated by the federal tax credit program regulations (Section 42), as amended 

(both proposed and final).   

The LIHTC program is jointly administered by the United States Treasury Department Internal Revenue 

Service (IRS) and state tax credit allocation agencies, such as the Oregon Housing and Community 

Services Department (the Department or OHCS).  Under Executive Order EO-87-06, the Governor of 

Oregon has designated OHCS as administrator of the LIHTC program with the responsibility of allocating 

Oregon'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 LIHTC 

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. 

The LIHTC program is a regulated and highly complex program.  Final interpretations of certain rules and 

regulations governing various aspects of the program have not been issued by the IRS.  As such, 

additional requirements or conditions applying to the tax credit program may be forthcoming.  It is 

strongly suggested that sponsors (as used herein includes project applicants and owners) interested in 

the LIHTC program contact their tax accountant or attorney prior to the development of projects 

under the LIHTC program.  OHCS will strive to assist those applying for an allocation of LIHTC; 

however, the Department will not provide tax or legal advice. 

In the event of a major natural disaster or disruption in financial markets, OHCS may, at its sole 

discretion, disregard any section of the QAP that interferes with the necessary or appropriate response 

to such disruption.   

Amendments and Public Comment Requirements 

Upon approval of the QAP, the Department may make minor and technical amendments to this QAP 

when changes are necessary to administer the LIHTC program to effectively serve Oregon’s low-income 

housing needs, and to conform with amendments to IRC Section 42 and Department goals. Public 

notices to procedurally administer the LIHTC program will be issued for a minimum period of 30 days 

not to exceed a maximum period of six months.  The Department may incorporate any changes for 

which it has issued adequate public notice.   

OHCS is responsible for making the QAP available for review by interested members of the public before 

approval by the Governor.  The Draft Qualified Allocation Plan is subject to a 30-day public comment 

period.  Opportunities to review the Draft QAP are announced via posting to the OHCS website, mailing 

to interested parties upon request, Department stakeholder meeting(s) (public hearings), and 

announcement(s) published in a statewide newspaper or collection of newspapers.  The Department 

accepts written comments either through letters or e-mail to qap@hcs.state.or.us or 

susan.bailey@hcs.state.or.us or through testimony at the scheduled public hearings.  The public hearing 



 
OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT 

2012 LOW INCOME HOUSING TAX CREDIT QUALIFIED ALLOCATION PLAN 

6 

for the Draft 2012 QAP was held on October 21, 2011 after appropriate notice was given as required by 

law.  Comments gathered from such public meeting(s) were taken into consideration with the creation 

of this QAP and are attached as Exhibit A herein. 

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 as Exhibit B.  The specific policy changes proposed in the Draft 2012 QAP are 

included as Exhibit C.  The Council, together with the Department, has reviewed the QAP contained 

herein on January 6, 2012 and has recommended it for the Governor’s approval.  The Honorable John A. 

Kitzhaber, MD, Governor of the State of Oregon, approved this QAP on January 17, 2012, which shall 

become its effective date. 

Documentation of Discretion 

OHCS may, at its sole discretion, award credits in a manner not in accordance with the requirements of 

the Qualified Allocation Plan.  Should an award be made that is not in accordance with the requirements 

of the Qualified Allocation Plan, OHCS must document this allocation in writing to the general public. 

If any provision of this Qualified 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 Laws or State Administrative Rules governing the LIHTC program, 

the provisions of IRC Section 42, State Laws or State Administrative Rules take precedence over the 

QAP.    

All Department policies other than those mandated by Section 42 are considered to be guidelines and 

may be waived.  To be considered for an exception or waiver of applicable policies or criteria, the waiver 

or exception must be in writing and accompanied by justification satisfactory to the Department.   

DISCLAIMER 

Issuance of a Tax Credit Reservation (Reservation and Extended Use Agreement), Tax Credit Carryover 

Allocation (Carryover) 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 IRS regulations governing the tax credit 

program, and sponsors are responsible for the determination of the project’s eligibility and compliance.  

If statements in this QAP are in conflict with the regulations set forth in Section 42 of the IRC or its 

amendments, the IRC regulations shall take precedence.  While this QAP governs the Department’s 

process of allocating LIHTC, sponsors may not rely upon this guide or the Department’s interpretations 

of the IRC requirements relating to its legal effects. 

No executive, employee or agent of OHCS, or of any other agency of the State of Oregon, or any 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 LIHTC, or the approval or administration of this QAP. 

QUALIFIED ALLOCATION PLAN OVERVIEW 

Oregon's Low Income Housing Tax Credit Qualified Allocation Plan establishes the administrative process 

governing the allocation of federal housing tax credits to qualifying developments that address low 

income housing priorities throughout the state.   The QAP covers the following topics:  
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• Requirements of the Qualified Allocation Plan 

• Annual Allocation 

• Program Elements 

• Project Eligibility and Considerations 

• Selection Criteria 

• Application and Allocation Process 

• Compliance 

REQUIREMENTS OF THE QUALIFIED ALLOCATION PLAN 

In accordance with Section 42(m), each state-allocating agency must include the following in the 

Qualified Allocation Plan: 

• Selection criteria for projects receiving tax credit allocations 

• Preference for projects serving the lowest income tenants and for projects serving tenants for 

the longest period of time 

• Preference for projects located in qualified census tracts, the development of which will 

contribute to a concerted community revitalization plan 

In addition, Section 42(m) states that the selection criteria must take into consideration the following 

project, community, or development team attributes: 

• Location 

• Need for affordable housing 

• Project characteristics 

• Sponsor capacity  

• Tenants with special needs as a target population 

• Public housing wait lists 

• Individuals with children as a target population 

• Projects intended for tenant ownership 

ANNUAL ALLOCATION 

Oregon’s per capita credit authority, amount of returned credits, and state receipt of National Pool 

credits are allocated on a competitive basis, based upon project rankings determined during the 

Consolidated Funding Cycle (CFC) application period(s), Requests for Proposal (RFP) solicitations, or 

other special application processes established by the Department.  All LIHTC allocations, including any 

increase in the allocations of a project’s per capita credits, will be governed by this QAP.   

Oregon is also provided with access to tax credits associated with Oregon’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.   
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PROGRAM ELEMENTS 

Credit Types 

9% Credits: nine percent credits reflect approximately 70 percent of the qualified basis for new 

construction or substantial rehabilitation of qualified low-income buildings.   

Competitive 4% Credits: four percent competitive credits reflect approximately 30 percent of the 

qualified basis of acquired buildings that are substantially rehabilitated, and are commonly used for 

federally funded developments such as United States Department of Agriculture Rural Development 

(RD) Section 515 program and United States Department of Urban Development (HUD) 811 and 202 

program projects. 

Both 9% and 4% competitive credits are subject to the per capita credit authority and are generally 

awarded annually under some type of scored application process as described and outlined in this QAP. 

Non- Competitive 4% Credits: four percent non-competitive credits reflect approximately 30 percent of 

the qualified basis of newly constructed or acquired and substantially rehabilitated buildings financed 

with tax-exempt bond proceeds. 

Credit Rate 

Although the terms 9% and 4% are used, the percentage figures are approximate.  The IRS sets the 

actual credit percentages on a monthly basis. Due to the Housing and Economic Recovery Act of 2008 

(HERA), the 9% credit percentage rate is amended as follows per section 3002(a)(2): in the case of any 

new building which is placed in service by the taxpayer after July 30, 2008 and before December 31, 

2013 that is not federally subsidized for the taxable year, the applicable percentage shall not be less 

than nine percent. No such provision has been made for the 4% credits and as such the rate continues to 

float on a monthly basis. All credits claimed on projects placed in service after December 31, 2013 will 

be subject to the applicable floating percentage at time of rate lock or placed in service. 

Applicable Credit Percentage Rate Lock 

Projects receiving an award of competitive credits have the following opportunities to lock the 

Applicable Credit Percentage Rate (Applicable Rate). 

• In general, the Applicable Rate is determined the month the project is placed in service. 

• Rather than elect to lock the Applicable Rate based on the date the project is placed in service, 

the owner may elect to use the Applicable Rate determined the month the owner and the 

Department enter into a binding agreement to reserve the credit to each project.  OHCS 

considers the fully and properly executed Reservation and Extended Use Agreement to be the 

binding agreement between the owner and OHCS. 

• The Applicable Rate for projects receiving more than one year’s allocation of credits will have 

the applicable rate set at the applicable rate established in the earliest binding agreement 

between the owner and OHCS.  The Applicable Rate will be the same for each year of credit 

allocation. 

• Owners of projects receiving an allocation of credits entirely from a different year(s) of credit 

ceiling than originally awarded to the project must enter into a new binding agreement if they 

chose to establish the applicable rate prior to the placed in service date.  
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If the building is financed with tax-exempt bond proceeds the owner may elect to use the Applicable 

Rate for the month in which the bonds are sold or during the months that the buildings are placed in 

service.   

Eligible Basis 

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 of the qualified basis may be claimed annually for 

10 years as the Low Income Housing Tax Credit.  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 and can be no more than needed to make the project financially feasible. 

OHCS suggests that sponsors contact their legal or tax counsel in making project specific 

determinations as to the projection and calculation of eligible basis prior to application submission. 

Housing and Economic Recovery Act of 2008 

Section 3003 of HERA made several substantial modifications to the definition of eligible basis, as 

follows: 

1. IRC Section 42(e)(3)(A)(ii) was amended and increases the rehabilitation expenditure 

requirements to equal the greater of an amount that is (1) at least 20% of the adjusted basis of 

the building being rehabbed; or (2) at least $6,000 per low-income unit (indexed for inflation) in 

the building being rehabbed, for any building placed in service during any calendar year after 

2009. The provision is effective for buildings that receive credit allocations after July 30, 2008 

and substantially tax-exempt bond financed buildings.  

2. IRC Section 42(d)(4)(C)(ii) was amended and expands the size of the community facility with 

respect to the low income housing credit that may be claimed. The size of the community facility 

may not exceed the sum of : 

a. 25% of so much of the eligible basis of the qualified low income housing credit project of 

which it is a part as does not exceed $15,000,000; and  

b. 10% of any excess over $15,000,000 of the eligible basis, for all projects placed in service 

after July 30, 2008.   

3. IRC Section 42(d)(5)(A) was clarified to identify that the basis reduction rule will apply to 

federally funded grants received before the compliance period. The provision also directs the 

modification of section 1.42-16(b) of the Treasury Regulations, for all buildings placed in service 

after July 30, 2008. 

4. IRC Section 42(d)(2)(D)(iii) repeals the 10 percent attribution rule used to determine whether 

parties are related for purposes of determining whether an existing building qualifies for LIHTC. 

5. IRC Section 42(d)(6) was amended to replace the first two exceptions to the ten year rule under 

the present law. One new exception was created that waives the ten year rule in the case of any 

federally or state-assisted building. For these purposes, the definition of federally-assisted 

building is expanded to include any building that is substantially assisted, financed or operated 

under various sections of the United States Housing Act of 1937, The National Housing Act, the 

Housing Act of 1949 or any other housing program administered by RD or HUD.  
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6. IRC Section 42(d)(5)(C) was amended by adding a third type of high cost area eligible for an 

enhanced credit (130% Basis Boost). This third type is defined as any building designated by 

OHCS as requiring the enhanced credit in order for such a building to be financially feasible.  The 

following is the Department’s policy on applying for the OHCS basis boost.  These designations 

are applicable to the competitive 9% credit only.  Only eligible basis costs for new construction 

and rehabilitation can qualify for this basis increase.  Acquisition costs are specifically excluded 

by IRC Code from the 130% bonus. 

OHCS Basis Boost Policy 

Based on research of the types of projects and the areas in need of the 130% basis boost, the 

Department, in order to meet its housing goals, determined which areas and buildings shall be 

designated difficult to develop areas and allocated additional credits to be financially feasible: 

a. Preservation projects 

b. Projects serving permanent supportive housing goals  

c. Projects located in an area where workforce housing needs are identified in the OHCS Needs 

Analysis as a number one priority in the current or prior year’s CFC application. 

d. Projects that are located in Transit Oriented Districts (TOD’s) or Economic Development Regions 

(EDR’s) as designated by local governments, or projects in a designated state or federal 

empowerment/enterprise zone or Public Improvement District (PID’s), or other area or zone 

where a city or county has, through a local government initiative, encouraged or channeled 

growth, neighborhood preservation, redevelopment, or encouraged the development and use 

of public transportation.  

These designations are applicable to competitive 9% credit projects only.  

Projects requesting a boost of their eligible basis that are not located in a HUD designated Difficult to 

Develop Area (DDA) or Qualified Census Tract (QCT) will need to submit to OHCS the following, but prior 

to Carryover: 

(1) An explanation of how and why the use of the boost is needed for the specific project 

(2) The most recent proforma, including sources, uses, income and expenses and explanations of 

proforma assumptions that identify the need for the additional basis boost to support the 

narrative 

(a) Substantial changes to the proforma from the original application, or from the latest 

available to OHCS, will not be accepted without valid explanations of the reasons that have 

led to the substantial changes 

(b) Changes in the project income and project expenses will not be accepted 

(c) The Department will not consider a request for the use of the OHCS basis boost to fill gaps 

resulting from increased costs in the uses of funding 
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PROJECT ELIGIBILITY AND CONSIDERATIONS 

Minimum Set Asides 

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: 

• 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) 

• 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. 

Residential Rental Property 

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 non-transient basis may qualify for the 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.   

• A scattered site project may be treated as a single project if all units in all buildings are rent-

restricted.  This includes buildings that 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.  Also, the project must be 

considered a single project by all financing partners.  

• If a building consists of both residential and non-residential areas, the non-residential 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.  As such, the Department will require full disclosure on 

the financing, ownership and management of the community spaces in addition to all requested 

information for residential units.  Release of the IRS Form 8609 will be contingent upon successful 

leasing of the commercial space, a guarantee of commercial space rent, or a clear demonstration 

that the commercial financing is in all respects separate from the residential financing. 

• Residential rental units must be available for use by the general public in a non-discriminatory 

manner.  HUD provides definitions and authority regarding public use and non-discrimination. 
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• Project must maintain habitability standards 

• If the project involves rehabilitation, there must be expenditures of at least $6,000 per unit or 20 

percent of the unadjusted basis of the building, whichever is greater 

• Operate under the program’s rent and income restrictions for a minimum of 30 years pursuant to 

Reservation and Extended Use Agreements 

Fair Housing  

Regulations require that use by the general public be consistent with all applicable federal, state, and 

local law. Further, program requirements also include the Federal Fair Housing Act Amendments of 1988 

that provide specific guidelines for multifamily dwellings with respect to minimum accessibility, 

adaptability and prohibition of discrimination.  The Department may exercise any remedy provided 

herein or otherwise available under law with respect to any violation of the LIHTC program, QAP or 

related law.  Departmental remedies may include, but are not limited to, rejection of the LIHTC 

application, termination of processing, failure to issue an IRS Form 8609, or issuance of an IRS form 

8823.  The Department assumes no responsibility to inspect developments for compliance with required 

standards and laws.   

HERA, as enacted July 30, 2008, allows LIHTC to be utilized for developments that define occupancy to 

include preferences for tenants with special needs or who are members of a specified group under a 

federal or state housing program or policy, or who are involved in artistic or literary endeavors. Housing 

must be consistent with federal fair housing rules. The provision applies retroactively to projects already 

placed in service, as well as projects to be placed in service after July 30, 2008. 

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 ALF’s and others, considered in basis for Low Income 

Housing Tax Credits must meet the residential rental property criteria in Section 42, and as summarized 

in this QAP. 

Please note that a unit will fail the general public 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.  Therefore, 

preferences to certain classes of tenants (i.e., the homeless, disabled or handicapped) will not violate 

the general use requirement if such preference does not violate any HUD policy governing non-

discrimination. 

A hospital, nursing home, sanitarium, life-care 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 (also see Revenue Ruling 98-47). 

However, if the following tests are met, the furnishing of services may not disqualify some of these 

properties as residential rental property: 

• Services are optional.  Services may be considered optional on a facts and circumstances basis. 

Services are typically considered optional if: 

o Payment for the service is not a condition of occupying the residential unit 

o Residents have the option to decline the services 
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o Residents have the right to obtain services from an alternative provider 

• Services are not optional if: 

o They are continual or frequent medical or nursing services 

o 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, 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. 

o 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)). 

Native American Housing Assistance and Self-Determination Act  

Native American Housing Assistance and Self-Determination Act funds may be combined with LIHTC and 

receive a 9% credit if at least 40% of the total units (not just the HOME units) in each building will be 

occupied by persons whose income is 50% or less of area median income and rented at rates affordable 

to persons whose income is 50% or less of area median income. 

Historic Preservation 

The Department encourages all project sponsors working with properties 50 years old or older to 

consult with the State Historic Preservation Office to determine the historic significance of the building.  

If the buildings are determined significant, the Department encourages preservation of the historic 

elements in the most efficient and effective manner possible.  The State Historic Preservation Office can 

be reached at:  

State Historic Preservation Office 

725 Summer St. NE 

Salem OR 97301 

telephone: 503-378-4168 x231 

fax: 503-378-6447 

Unit Disbursement 

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 meet the Department 

disbursement policy only if all following criteria are met: 
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• LIHTC eligible units are located in all buildings of a multi-building project 

• There are LIHTC eligible units available in all unit types (i.e. the number of bedrooms or square 

footage) in projects that have a variety of unit types 

Projects being built in phases should also meet the above disbursement policy for each phase of the 

development. 

Mixed Incomes 

The Department is interested in pursuing mixed income projects where appropriate.  All LIHTC 

requirements and state policies must be met. 

Property Management Units 

The Department reserves the right to approve/disapprove any management units.  The following criteria 

(not inclusive) may be considered in approving/disapproving units: 

• Size of  project 

• Type of project (i.e., elderly, family etc.) 

• Proximity of the project to property management offices 

• Community resources available for maintenance, supportive services, etc. 

The owner must make a designation of the units as common spaces or as low-income residential units. 

All developments must notify OHCS of the status of the full time resident manager’s unit and any other 

staff units on an ongoing basis.  As long as the number of previously approved management units are 

not increased, the owner shall be permitted to move the management units within the project and 

within the same unit type as long as the change is reported on the owner’s annual certification of 

compliance.  OHCS requires sponsors to designate in the restrictive covenant documents any 

management units that will not be included in the applicable fraction.   

Relocation / Displacement  

Permanent displacement or relocation due to Department funding is strongly discouraged.   If any 

relocation or displacement might occur as a result of an allocation, the application must include all of 

the following: 

• A complete survey of existing tenants using the format provided by OHCS. This survey must 

include third party income verification and be completed and approved by the Department prior 

to the close of project financing. 

• Indicate if overcrowding exists in any of the units   

• Type of displacement that will occur (permanent or temporary) and if such relocation be 

achieved without displacement 

• Process used to inform tenants of displacement or relocation 

• Proposed relocation/displacement process.  Indicate compensation and advance notice 

provided to those subject to displacement. 

• Availability of comparable units in the community 

• Source of funds for relocation expenses 
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• Describe any community policies regarding tenant displacement or relocation 

• Describe how tenants with disabilities will be assisted regarding relocation or displacement 

• Describe how the completed units will be affordable to income qualified tenants 

• Provide monthly documentation on each resident to be relocated or displaced.  This information 

should be included in monthly project reports to OHCS. 

• Copies of all notices and documentation shall be forwarded to OHCS 

• The relocation plan must be reviewed and approved by the Department 

• For projects receiving federal funds, the Uniform Relocation Act (URA) may apply.  URA 

requirements will supersede the above. 

Existing LIHTC Projects 

Projects previously awarded credits that are currently in their initial compliance or extended use period 

will not be eligible to apply for additional credits until the compliance or extended use period(s) are 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 credits within the restrictions of Section 42 and at the discretion 

of the Department. 

Permanent relocation of households who qualified under the original credit allocation is not allowed for 

applicants requesting a subsequent allocation of credits for existing LIHTC projects still in their extended 

use period.  The IRS has provided guidance that if the incomes of existing households (previously 

qualified under the original allocation) exceed income limits in place at the time subsequent credits are 

allocated, the households will remain protected third-party beneficiaries under the LIHTC program as 

stated in the 8823 Audit Guide.  OHCS may not award subsequent tax credit allocations to existing LIHTC 

projects proposing permanent relocation of tenants above 60% AMI, but below 140% AMI. 

SELECTION CRITERIA 

The state established selection criteria to be used by the Department in its allocation of LIHTC covered 

by this document may include, but is not limited to: 

• Encourage equitable allocation of credits across the state as outlined in the CFC application 

• Encourage resident services and community involvement 

• Provide an allocation of tax credits in an amount sufficient to make the project financially 

feasible and viable as a low-income housing project throughout the compliance period 

• Context of affordable housing in the community, proximity to services and amenities 

appropriate to the tenant population, access to transportation, etc. 

• Housing needs characteristics (as defined by a third party market analysis) 

• Market considerations  

• Affordability as compared to market rate (preference for projects with affordable rents that are 

at least 10% below market rents) 
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• The financial health of the sponsor organization (based upon annual audited financial 

statements) 

• Project characteristics in relation to the population to be housed 

• Encourage approaches in design, planning, building and financing of housing that maintains 

quality and long term sustainability, durability and ease of maintenance of affordable units 

• Consistency with Department architectural and design guidelines, including the historic nature 

of the buildings  

• Consistency with Department energy efficiency guidelines, as identified in the CFC 

• Sponsor characteristics, capacity to carry out affordable housing development and compliance 

• Past compliance record, past development record and quality of completed projects 

• Proposed management agent record of performance 

• Participation of local tax-exempt organizations  

• Housing for families with children 

• Provide a preference for projects located in a QCT, a designated state or federal 

empowerment/enterprise zone or Public Improvement District (PID) or other area where a local 

jurisdiction has, through a government initiative, encouraged or channeled growth, 

neighborhood preservation, community revitalization or redevelopment.  Any of these activities 

must contribute to a concerted community development plan. 

• Achievement of a jobs/housing balance, and housing near employment centers 

• Achievement of community goals for livability 

• Achievement of goals articulated in the state or local consolidated plan 

• Tenant populations with special housing needs 

• Public housing waiting lists 

In addition, the Department may supplement these general criteria with more specific goals in order to 

meet local low-income housing needs, which may include, but are not limited to: 

• Mixed income projects where appropriate 

• Mixed use projects where appropriate 

• Acquisition and rehabilitation of expiring use projects, especially those that include federal 

funding programs such as HOPE VI, Section 202, Section 811, RD or HUD project-based rental 

subsidy  

• Other criteria deemed appropriate by the Department as indentified in the application materials 

Each of these foregoing criteria may be evaluated in the context of a given proposal and the feasibility of 

that proposal to fulfill each item.  

Eligible Applicants 

Any entity legally doing business in the State of Oregon and not subject to debarment or other exclusion 

by OHCS or another state or federal agency may apply for a reservation of Low Income Housing Tax 
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Credits as provided in OAR 813-050-0010. However, please refer to the applicable Department 

application under Sponsor Capacity to review expectations. 

Material Participation by Nonprofit Organizations 

For applicants that involve a general partner, co-general partner or co-managing member or other 

shared ownership or management by a local tax-exempt nonprofit organization, the Department 

requires material participation by the said local tax-exempt nonprofit organization to include each of the 

following, but not be limited to: 

• Participation in developer fees and excess cash flows.  More favorable consideration will be 

given to projects where nonprofit participation in developer fees and excess cash flow is at least 

25 percent.  Excess cash flow, as used in the QAP, means proceeds remaining after appropriate 

operating expense obligations are met.   

• 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 nonprofit’s charitable mission and there 

should be an ability on the part of the nonprofit to override any obligation to the owners when 

that obligation conflicts with the charitable mission of the nonprofit. 

• Provision of assistance that empowers the nonprofit and enables it to gain expertise. 

• It is further required that the nonprofit not be affiliated with or controlled by a for-profit person 

or entity. 

Material participation of the nonprofit must be demonstrated if the applicant is applying under the 10% 

nonprofit set aside. 

Long-Term Affordability 

There must be a legal commitment by the sponsor and proposed owner satisfactory to OHCS that the 

project will continually meet the applicable fraction, rent restrictions and such other project 

requirements for a minimum of years of affordability as determined by Housing Council.  Projects with 

tax-exempt bond financing must commit to an extended use term of 30 years or the outstanding term of 

the bonds, whichever is greater.  Both competitive and non-competitive tax credit project owners must 

record in appropriate county records a Restrictive Covenant satisfactory to the Department waiving the 

right to petition the Department to terminate or reduce the extended use term as described in IRC 

Section 42(h)(6).  Additional favorable consideration will be given where sponsors agree to an extended 

use period beyond the minimum required.   

Financial Feasibility 

Basic financial feasibility project consideration criteria will be considered by the Department.  Financial 

underwriting criteria can be found in the appropriate Department application materials and are based 

on industry or programmatic standards.  Sponsors should pay special attention to application guidelines 

regarding the following financial considerations: 

• Debt service coverage ratio  

• Loan-to-value ratio to maximize debt and minimize the use of the competitive tax credit 

• Construction costs per square foot 
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• Developer fees in accordance with Department policy  

• Reasonable operating expenses 

• Replacement reserves  

• Operating reserves  

• Itemized operating expenses and vacancy rate projections must be provided and supported by 

reasonable and credible evidence 

If any funding sources are being loaned by the general partner or managing member to the limited 

partnership or limited manager, the Department may require a legal opinion verifying to OHCS’ 

satisfaction that such loans have specified terms of repayment, consistent with the expectation that the 

project can meet such cash flow needs.  Further analysis and detail of the repayment assumptions may 

be required by the Department at any time. 

Developer Fee Policy 

The Department acknowledges sponsors’ need to include fees that support sound business practices 

and develop appropriate operational capacity. The developer fees may include other “soft” costs that 

reasonably, in the Department’s determination, are required to develop the project (i.e. development 

consultant fees, project management fee, developer 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 and subject to approval by OHCS, based 

on relevant factors including, but not limited to, the risk and complexity of the proposed development. 

Applications that include limited or no cash development fees may be financially infeasible.  The 

Department recognizes the need for a project’s viability to take into consideration cash development 

fees to cover unforeseen contingencies and the project’s need to meet underwriting criteria.  The 

Department realizes that circumstances, often beyond the control of the sponsor, may change the 

amount of the cash or deferred developer fees.  Finally, project sponsor may be able to adjust deferred 

or cash development fees depending on the sponsor’s ability to develop a project within budget and the 

anticipated development period. 

The Department realizes that deferred developer fees, as originally proposed, often fill a portion of a 

project’s development cost gap.  This figure often fluctuates significantly as the project progresses.  If 

additional resources are identified that reduce the deferred developer fees, the Department encourages 

sponsors to provide additional project amenities or reduce project debt.    

A general framework adopted by the Department to determine developer fee reasonableness is 

included in the appropriate Department applications or any additional program materials adopted or 

used by the Department. 

The calculation of developer fees as a percentage of project cost must net out the development fee and 

project reserves and other cash accounts from the total project cost.  Specifically: 

Developer Fee 

(Total Development Cost – Developer Fee – All Project Reserves and Capitalized Cash Accounts) 

When testing for the reasonableness of developer fee, based on the complexity of the project, deferred 

developer fee will be excluded from computation. Please refer to the appropriate Department 

application materials for the Reasonableness of Developer Fee Table. Deferred developers fee is defined 
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by the Department as a portion of the developer fee that is being taken over a period not to exceed 

fifteen years and is paid by project cash flow.  Developer fee paid from a final equity payment is not 

considered a deferred fee.  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 

generally within a time period that does not exceed 15 years. Cash-flow projections must support the 

expectation of deferred fee payment within 15 years of the date a project is placed in service.  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 fees for acquisition and rehabilitation projects will be calculated for reasonableness on 

acquisition and all other costs.  In general, developer cash fees will be limited to a maximum of five 

percent of the acquisition costs and fees for all other costs including rehabilitation as defined for other 

projects.   However, sponsors 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 

OHCS Regional Advisor to the Department (RAD) for more information. 

Requesting Increases to Total Developer Fee 

Changes in the total developer fee through the course of development will require the prior approval of 

the Department and must be justified by a change in the scope of the project.  Projects requesting 

increases to pay incentive fees or bonuses for early completion will not be considered as an increase in 

the scope of the project therefore will not be approved for an increase.  Sponsors failing to request prior 

approval are at risk of Department resources being recaptured. 

Requesting Changes Between Cash and Deferred Developer Fee 

A material difference in the amount of deferred and cash development fees represented at Final 

Application (IRS Form 8609 allocation) or cost certification versus original application may be considered 

a misrepresentation of the original project application if the Department is not provided with a 

satisfactory explanation, in its judgment, for the difference.  The Department realizes project cost 

changes occur during the development process.  As such, the Department will consider a deviation of 

the lesser of 25% of the original deferred fee or $200,000 from the deferred or cash development fees 

represented in the original application to the Department to be de minimus and thus acceptable without 

Departmental approval. Changes in the deferred or cash development fees beyond the lesser of 25% or 

$200,000 must be presented to the Department for approval 30 days prior to Final Application(s) or cost 

certification(s). 

The Department’s Finance Committee will make the final determination of developer fee 

reasonableness.  However, if the requested changes fall within the limits established above, the Housing 

Division Administrator may recommend changes to the Director without Finance Committee review. 

Market Analysis 

IRC Section 42 requires a comprehensive market analysis for each Low Income Housing Tax Credit 

project.  The market analysis must be conducted by one of OHCS’ approved market analysts and be no 

more than six months old prior to application.  The market analyst shall be a disinterested party to the 

project.  Sponsors can download the list of approved market analysts at: 
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http://www.ohcs.oregon.gov/OHCS/HRS_LIHTC_Program.shtml#Market_Analysts or can contact the 

Department to obtain the list.   

The analysts must conduct the market analysis in such a manner as to address the items described in the 

applicable Department application.  The market analysis may be included in an appraisal as long as the 

appraiser has followed the instructions provided by the Department (refer to instructions to appraiser) 

and is prepared by a Department approved market analyst. The Department, at its sole discretion, may 

request additional market information from the sponsor and additional comment from the local 

government before reserving tax credits and may decline to reserve credits if the proposed project has a 

potential to disrupt the local housing market.  The market analysis will be a factor of OHCS’ review of 

applications for projects requesting LIHTC credits. 

The Department may reject an application, revoke the credit reservation, or exercise such other remedy 

as it deems appropriate, if it determines, in its sole discretion, that market demand and conditions do 

not justify the project as proposed.   

Rehabilitation Requirements / Replacement Reserve 

The Department requires all sponsors for LIHTC acquisition and rehabilitation credits to complete a 

thorough rehabilitation assessment that is satisfactory to the Department, unless an exception is 

provided in writing by OHCS.   

The Department may perform inspections prior to, during and following a funding award by OHCS or an 

OHCS-approved third-party representative. The Department, based on such inspections or otherwise, 

may prevent a sponsor from advancing their application, terminate or revoke a reservation or allocation, 

or exercise other remedies, including, but not limited to, requiring changes to the application or project 

scope of work or budget. 

The Department may verify if work has been performed to its satisfaction.  The Department may require 

remediation of unsatisfactory work or conditions.  The OHCS Architectural Standards and Building 

Enclosure Rehabilitation Guide can be found on the Department’s website. 

Resident Services  

Sponsors who receive Department resources, including, but not limited to LIHTC, must include 

provisions for residents to access services appropriate to the identified needs of the target population.  

The anticipated outcomes of the resident services plans are: 

• Through coordination, collaboration, and community linkages, provide residents the opportunity to 

access appropriate services that promote self-sufficiency, maintain independent living, and support 

residents in making positive life choices 

• To effectively maintain the fiscal and physical viability of the development by incorporating into the 

ongoing management appropriate services that address resident issues as they may arise 

Sponsors are encouraged to build services provisions into their operating expenses. 

Resident services are not intended to be limited to services provided on site, to residents at risk or with 

special needs, nor does it make participation in services mandatory for residents.  It is intended to be a 

support system integrated into the housing and available to all residents, except where other funding 

sources require it.   
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The required resident services plan can be found at 
http://www.ohcs.oregon.gov/OHCS/APMD/docs/ManagementAgentPacket.doc as described in the 

Department application materials and attached as Exhibit D of this document. 

APPLICATION AND ALLOCATION 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) 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. 

To apply for LIHTC, the applicant must submit a detailed proposal to the Department on the form 

prescribed, during the specified application periods within the Department’s CFC application, or as 

announced by RFP or other special application process as prescribed by the Department.  For projects 

financed with tax-exempt bonds, applications can be received at any time. 

The specifics of the application contents are available through the Department at (503) 986-2000 or at 

http://www.ohcs.oregon.gov/OHCS/HRS_CFCApp.shtml.    

All LIHTC applicants are required to complete and submit the Department’s environmental review form.  

This form can be found in the application materials.  Further, applicants should consult 24 CFR, part 35 

for additional specific information regarding lead-based paint requirements, or contact OHCS LIHTC 

program representative.   

Applications received through the CFC for either 9% credits or competitive 4% credits must meet the 

Department’s threshold requirements or the application will be removed from further review. 

All applicants must provide a signed IRS Form 8821 with their application.  The form is found in the 

LIHTC application materials. The Form 8821 names the Department as the appointee to receive tax 

information.  The IRS will provide OHCS with federal tax information relating to LIHTC, including audit 

findings and assessments, and enabling OHCS to make a more informed allocation of LIHTC. 

Applications under the CFC, RFP or other special application process established by the Department, will 

be reviewed and ranked according to a competitive evaluation and projects will be selected to receive 

conditional offers to reserve tax credits. Upon issuing a conditional reservation, the Department will 

notify the Chief Executive of the designated jurisdiction where the planned housing development is 

located.     

The Department application and selection process is created in accordance with the requirements of IRC 

Section 42.  In evaluating projects, the Department will consider factors, including, but not limited to, 

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 sources to finance the project is the financing gap.  Tax credits may be used, 

subject to allocation requirements of the QAP, to attract the equity investment to fill this gap. 

The following program considerations will be evaluated in the application: 

- Meets specific program criteria 
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- Minimal impact on existing residential or commercial tenants 

- Reasonable request of program resources 

- Eligible uses of resources 

- Cost reasonableness 

- Required application materials are included, complete and accurate 

- Multiple funding sources work compatibly in the proposal 

Consideration will also be given to projects that propose the following: 

- Include energy efficient features 

- Rehabilitates and helps preserve a certified historic structure 

Further, the Department has designated the following project set asides: 

- Ten percent (10%) federally mandated nonprofit set aside 

- Twenty-five percent (25%) Department preservation projects set aside 

- Fifteen percent (15%) RD set aside (see RD/OHCS Memorandum of Understanding attached as 

Exhibit E.) 

Additionally, applicants competing for 9% and competitive 4% credits will complete a Self-Scored 

Section.  The Self-Scored Section will give an opportunity for the applicant to earn points for readiness-

to-proceed criteria and Department preferences, including: 

• Renting units to households with net incomes less than two times the amount of the rent 

• The specific population(s) to be served 

• Green building measures incorporated in project 

• Identification of construction or rehabilitation costs 

• Support from federal, state or local governmental offices and the community 

• Commitment of non-OHCS resources 

The evaluation criteria are considerations the Department makes for each LIHTC proposal.  Because 

every project is unique, each application is considered in the context of the given proposal.   

After projects in the competitive review are evaluated and ranked in order of their score, they will be 

presented to Department Senior Management or Finance Committee.  Senior Management or Finance 

Committee will provide a recommendation to the Director.  Four percent non-competitive applications 

will be evaluated based upon the same criteria, and presented to the Department Finance Committee 

for recommendation to the Department Director. 

Those projects receiving a conditional offer to reserve tax credits must comply with all conditions 

outlined in the Offer Letter within 75 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 

75-day period may be considered should the Department determine there are circumstances to warrant 

this consideration. 

Unused Credit Authority 

When tax credits are not awarded or are returned, the Department, at its sole discretion, may do any of 

the following: 

1. If needed and available, fill project gaps for awarded projects that have not met Carryover. 
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2. Fund the next highest-scoring CFC project from the current round that matches or is closest to 

the amount of LIHTC and other department resources available.  The prospective applicant will 

be given no more than 30 days to evaluate its own financial position and determine if the 

organization has the capacity to proceed with LIHTC or other resources, if available. The 

Department will require that a selected project have a reasonable timeline to proceed to 

completion.  The project sponsor will be subject to timeframes outlined in this QAP as well as 

timeframes of award (i.e. the 75-day Reservation Letter conditions). This may include, but is not 

limited to Carryover application requirements.  The Department will maintain scoring rankings 

for projects and utilize such an order accordingly until all LIHTC resources for that year have 

been exhausted or until October 1st of each year (whichever is later).  

3. To the best of its ability, the Department will maintain the Department desired funding split 

between rural and urban funded projects. 

4. The Department may issue RFP’s or other special application processes for projects to compete 

for the remaining tax credits.  

Projects will be eligible and remain on the list for the entire credit period for which they apply for LIHTC 

only if: 

• The project was not funded within the previous funding cycle but received a score high enough 

to be considered a viable project. 

• The project has not re-applied as a 4% non-competitive project and received a credit award. 

If a funded project cannot meet Carryover, or becomes ineligible for the credits for any other reason, 

the next available project on the list will be notified. Other Department funding sources for waitlisted 

projects may also be reserved based upon their availability. 

Project Denial 

The Department may reject or discount an application from previous program participants who have: 

1. Failed to complete projects in accordance with applications or certified plans presented to the 

Department or other public or private allocating agencies 

2. Failed to complete a project within the time schedule or budget indicated in the application  

3. Failed to effectively utilize previously allocated tax credits 

4. Been found to be in chronic non-compliance with program rules as evidenced by Department or 

other public or private allocating agency project monitoring 

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, all regulations promulgated hereunder, or polices and 

preferences stated in the QAP. The Department may impose additional conditions on project sponsors 

for any project as part of the credit reservation process. 

Public Records Disclosure Policy 

Sponsors may request and receive a summation from the Department with respect to the evaluation of 

their specific project application.  However, the written evaluation documents and related details of 

other projects will not be available.  ORS 192.502(23) exempts the Department from releasing to the 
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public the following records, communications, and information submitted to OHCS by sponsors and 

recipients of loans, grants and tax credits:   

• Personal and corporate financial statements and information, including tax returns 

• Credit reports 

• Project appraisals 

• Market analyses 

• Articles of incorporation, partnership agreements and operating agreements 

• Commitment letters 

• Project pro formas and budgets 

• 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 sponsors and businesses must submit to the state as a condition of participating in 

subsidized housing programs. 

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.  As mandated by IRC Section 42, a project evaluation will be made for each complete 

application received by the Department. Further evaluations will be conducted for tax credit reservation 

recipients as they proceed through the allocation process to confirm eligibility and the need for the 

credit allocation, as follows: 

• Upon receipt of tax credit application 

• Prior to providing a Tax Credit Carryover Allocation (for competitive, per capita credit requests)  

• No earlier than 30 days prior to issuance of IRS Form 8609 

During each evaluation, the Department will determine the amount of credit to be reserved committed 

or allocated by considering the following components: 

1. Total project costs 

2. Funding sources available to the project including: 

a) Loans 

b) Grants 

c) Tax Credit Proceeds - The Department will use current market guidelines, as well as 

applicant 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 
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Department no later than the date upon which the sponsor applies for IRS Form 8609 

allocation.  If said document has not been finalized, a draft placement memorandum or 

syndication agreement or limited partnership agreement is acceptable. 

d) When actual tax credit 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 meets the requirements on 

applications by sponsors who request additional tax credits after initial award.  In the case 

of non-competitive credits, the request is reviewed and approved by the Department 

Finance Committee or administrative approval, depending on the amount of credits 

requested.  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. 

e) Owner Equity - Owner equity is often in the form of deferred developer fees.  Developer 

fees may not exceed 15 percent of total project cost per the developer fee policy described 

herein.  The Department requires full disclosure of all fees paid to parties related to the 

sponsor. The developer fee shall include developer overhead, profit, and consultant fees for 

services normally performed by the developer. 

3. Percentage of the housing credit dollar amount used for hard costs (actual construction costs, 

including builder and contractor’s fees) 

4. Projected operating income and expense, 30-year cash flow and tax benefits 

5. Maximum tax credit eligibility - Additional eligible basis will be considered for projects located in 

a HUD designated DDA or QCT if deemed necessary for the viability of a project by the 

Department 

6. Debt service coverage ratio  

7. Project reserves - four to six months operating reserves at a minimum.  Reserves less than or in 

extreme excess of this will be approved on a case-by-case basis. Considerations will be made for 

lender and equity investor requirements.   

The Department may require capitalized or cash account reserves (including, but not limited to, 

replacement reserves, operating reserves, transition reserves, liquidity reserves, guarantee reserves, 

etc.) to remain in the project through the entire affordability period and be used for their designated 

purpose or other purposes approved or negotiated by the Department.  OHCS may require securitization 

or use rights with respect to such reserves as it deems appropriate.  However, the Department will not 

unreasonably withhold funds for justifiable project expenses or uses. 

Project costs will be evaluated against Department criteria and industry cost standards, as well as 

average costs from competing projects.  Applicants will be required to provide documentation of their 

cost estimates.  Projects with excessive costs will be subject to review and possible adjustment by the 

Department. 

If there is a material increase in LIHTC in pricing subsequent to a reservation tax credits, OHCS reserves 

the right to adjust the amount of a tax credit award or any other OHCS funding source.  The Department 

may utilize the following distribution formula as a guideline for avoiding project over-subsidization: 
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� Up to 50% percent of the increase in LIHTC equity due to pricing increase may be used for necessary, 

justifiable cost increases, approved by OHCS, or to reduce deferred developer fee.  The remaining 

balance shall be used to reduce the permanent loan, sponsor loans, tax credit allocation or other 

OHCS funding sources as determined by the Department. 

Increases for specific, hard cost purposes, as required by the investor, may receive an exception to the 

above policy, pending Department approval of hard cost scope of work.  

OHCS reserves the right to request additional information and otherwise to supplement its financial 

assessment at any time.  Furthermore, the Department requires that it be immediately informed of the 

negotiated tax credit price at all times.  OHCS also reserves the right to determine, in its sole discretion, 

whether the letters of interest or intent, award letters, or commitment letters are satisfactory, and 

whether a lender or investor possesses the financial or other capacity to make a specific loan or 

investment.  A change in the financing source or financing terms, among other things, after reservation 

of credits may, at the sole discretion of the Department, result in all or a part of the credits being 

recaptured, reduced or returned. 

If accurate tax credit pricing information is not provided to the Department upon its request, or 

incomplete, misleading or false information is given, the Department may exercise any and all remedies 

provided in this QAP or available in law, including, but not limited to, rescission of any department 

resources awarded.  Further, the Department may take such factors in determining whether or not to 

accept future applications or make subsequent LIHTC or other funding awards to applicants, or any 

member thereof.    

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, 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 

• 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 

• Other causes at the Department’s discretion 

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 IRS 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 
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• 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 (based 

on analysis), that more than 10% of the total estimated project costs will not be expended within one 

year of the allocation date or end of the calendar year in which the Tax Credit Carryover Allocation is 

made (whichever is later).  Furthermore, the Department may revoke a reservation of credits if the 

Department, in its discretion, believes the project will not be placed in service within two years following 

the calendar year in which the a Tax Credit Carryover Allocation is made or by the dates mutually agreed 

upon. 

Award and Reservation of Credits 

Documentation requirements for reservation of tax credits shall include: 

1) Receipt of all applicable application items  

2) All documentation required to evidence compliance with the Reservation and Extended Use 

Agreement conditions  

3) Reservation Letter will be sent to the applicant of the conditions of funding required by the 

Department.  A signed and returned copy as an acknowledgement of such conditions shall be 

returned to the Department. 

4) Reservation and Extended Use and Hold Harmless Agreements 

5) Tax credit reservation fees paid in a timely matter 

6) Monthly progress reports 

7) An approved Carryover Application and Agreement for projects receiving competitive credits 

that will not be placed in service in the allocation year 

8) A completed and 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 

Reservation Period for Competitive 9% Credits  

Project sponsors who receive a reservation will have a maximum timeframe (as identified and outlined 

in the current CFC process, currently the 75-day reservation period) to submit additional materials and 

fulfill specific project milestones that address readiness to proceed issues.  If the sponsor does not 

satisfactorily complete the requirements of the Reservation Letter within the deadline identified in the 

timeframe outlined in the CFC process, the project will be subject to review and may have the reserved 

funds and tax credits rescinded.  OHCS will reallocate LIHTC in accordance with its Unused Credit 

Authority policy and described herein. 

The Department will require each applicant that has received a LIHTC reservation to demonstrate that 

the project is making satisfactory progress towards completion through monthly progress reports.  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 sponsor’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.   
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Exchanging a 9% Credit Award for a Subsequent Year’s Credit Allocation 

Once an applicant has received an allocation of credits during an annual award cycle, the sponsor has 

the responsibility to complete the project by the timelines identified in the IRC Section 42 and as 

outlined in this QAP.   

At the sole discretion of the Department, to the extent an analysis proves a project continues to be 

financially feasible, OHCS will work collaboratively with applicants and reserves the authority to 

exchange an allocation of credits from one year to the exact same amount of credit to a subsequent 

credit year.  

Applicants must determine good cause to return their reservation to the Department, and as such the 

sponsor has a one-time option to return their allocation to OHCS, as follows: 

1. No later than March 31 of the year following the allocation of credits, a sponsor may request to 

return their allocation for the exact same project for which the credit was originally allocated at 

Carryover and exchange it for an award of the same amount of credits from the next credit year 

as the amount returned.  For example, a 2013 awarded project that completed Carryover may 

choose to return its award once Carryover is complete and receive an award of 2014 tax credits 

of the exact same amount as allocated in 2013, if the project has and will not be placed in 

service by December 31, 2013.  

2. After credits have been returned, sponsors may apply for additional tax credits in accordance 

with this QAP. 

3. Projects must comply with the requirements in the QAP applicable in the initial year of award 

and all representations made in the initial application (unless specifically and explicitly waived 

by the Department). 

4. The Department will not consider filling gaps resulting from increased costs when evaluating an 

exchange request of credit reservation years. 

Requesting Additional Tax Credits after an Initial Award 

Once the reservation period ends, the Department will not accept requests to fill financing gaps 

resulting from increases in construction costs, except as follows: 

Sponsors who receive an initial reservation of annual per capita LIHTC, as a result of competing in the 

CFC process, may generally make one request for additional tax credits, if the project has experienced 

an unforeseen hardship since the time of the application and if eligible basis exists to allow the credits to 

be issued.  

Requests for additional per capita credits prior to a project receiving a Tax Credit Carryover Allocation do 

not require an application via the CFC.  A project with a multiple year allocation of credits will not 

require a CFC application if a Tax Credit Carryover Allocation has not been issued for the latest year of 

credits.  However, these projects may not request an allocation of credits such that the project exceeds 

the maximum per capita funding cap outlined in this document.  There will be a charge based on the 

amount of equity generated by the increase in credits (see CFC charges as outlined in Exhibit F) and this 

charge must accompany the increase request. 

A project awarded LIHTC that has completed a Tax Credit Carryover Allocation for all of the credits it was 

awarded must compete for a reservation of additional tax credits. 
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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. 

Any increase in the annual allocation of tax credits made after the Department’s offer to reserve tax 

credits will require payment of an additional application charge and an additional reservation charge on 

any additional tax credits awarded. 

As a matter of practice, the Department does not provide additional tax credits to fill financing gaps due 

to loss of project-specific resources that result from an adjustment to the yield on the tax credits, at any 

time during the development process.  

The yield in the original partnership agreement is the yield that will be used to determine credits at Final 

Application.  

The application for additional credits must include the following: 

1. Written confirmation from the direct investor or tax credit syndicator of their level of interest in 

the project, including their timelines and the terms and conditions of the equity investment  

2. A letter of interest from the construction lender that outlines construction financing has been 

identified and the project will be ready to proceed according to the timelines identified in the 

project’s application for original award 

3. A letter of interest from a permanent lender that outlines permanent financing is in process 

4. Indication that the project will proceed substantially as outlined in the original application and 

there will be no substantive changes to project’s scope or scale, rent structure, architectural 

specifications, or any other permanent aspect of the project 

The Department, at its sole discretion, may consult directly with equity investors and lenders to carry 

out the above policy. 

The Department will amend and restate all program documents, including, but not limited to, the 

Reservation and Extended Use Agreement, and request an additional reservation charge, for all 

sponsors 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 apply for 

additional credits until the extended use period is over unless the additional credits will provide a clearly 

demonstrable benefit to the tenants. Existing LIHTC projects are not eligible to receive additional 

acquisition credits until the end of the initial owner’s 15-year compliance period. 

Project owners who have chronic and uncorrected non-compliance findings may not be considered 

eligible to apply for credits for new projects, at the sole discretion of the Department, until all 

compliance issues are resolved or a Department-approved action plan has been identified and adhered 

thereto. 

Projects that do not compete for their allocation of credits (4% credits) and need additional credits to 

remain financially feasible will be subject to the requirements of this QAP. Additional credits may be 

awarded if, in the analysis and underwriting process at Final Application, it is determined that the 
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project requires additional credits to be financially feasible. All charges associated with additional 

resources, as outlined in Exhibit F, will be applicable for additional credit awards.  

Voluntary Return of Credits 

A Sponsor may voluntarily choose to return all or part of its awarded, reserved or allocated credits to 

the Department. OHCS will accept voluntary returns of credits at any time after the award process. Any 

returns cannot be conditioned or predicated on any other funding source outside of the LIHTC program. 

Sponsors must acknowledge in writing their voluntary return of credits. OHCS will confirm receipt of the 

credits in writing and will re-award the credits in accordance with this QAP. No fees will be refunded at 

any time. 

Annual per capita credits returned after January 1 and prior to October 1 of any given year will be 

reallocated as outlined in this QAP. 

Split Year Tax Credit Allocations 

Projects that request additional credits, and receive those credits from the subsequent credit year 

authority, shall comply with the policies and procedures in the QAP in effect at the time of the original 

credit award for their project.  For example, if a project receives an award of 2013 tax credits of 

$400,000 and is awarded another $300,000 in 2014 tax credits, the entire project allocation of $700,000 

credits must comply with the QAP in effect for the 2013 tax credits. 

Allocation by Tax Credit Year 

When making a reservation of LIHTC, the Department reserves the right to decide whether a project will 

receive an allocation from the current year credit ceiling or an allocation from the following year’s credit 

ceiling (forward allocation).  This decision shall be based on factors including, but not limited to, the 

project’s readiness to proceed and the likely timing of a project’s ability to satisfy the 10% of expected 

basis test.  OHCS reserves the right to exchange a current year allocation with a future year’s credit 

allocation if the Department is at risk of not allocating its entire current year credit ceiling. 

Competitive Allocation Limitations 

During the development process, the following limitations shall apply: 

• The per capita tax credit cap for projects applying for a reservation of credits will be no more 

than 10% of the total per capita award from the previous year’s allocation (the application cap).  

• The Department, at its sole discretion, may approve the issuance of additional credits above the 

application cap if a project needs additional credits above the application cap to be financially 

feasible, but no project may be allocated additional credits in excess of 25% of the application 

credit cap per project,. For example, the application cap for the 2012 credit year was $820,000 

in credits. If projects need additional credits once a reservation is issued, and resources are 

available, the Department, at its sole discretion, may award additional credits up to $205,000 of 

additional credits per project, not to exceed $1,025,000 per project.  

• The per capita maximum is waived for projects accessing 4% credits outside of the competitive 

process for use with tax-exempt bond financing. 

• Tax credit offers of reservation or Carryover may not be transferred without Department 

approval.   
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• For projects with a nonprofit sponsor applying for the 10% nonprofit set aside, the nonprofit 

sponsor must 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 reservation 

offer or Tax Credit 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 reservation, Carryover, tax credits previously awarded and potential 

future allocations. 

• Tax credit reservations are made based upon representations in the application.  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: 

a. 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.  Sponsors will be required to submit an amended application, and an 

additional application fee may be required. 

b. Composition of the partnership 

c. Lender/equity investor changes 

d. Changes in the unit mix or number of units 

e. Changes in cost 

f. Changes in management agent 

g. Changes in tax credit yield (price per credit) 

h. Other changes the Department, at its discretion, deems substantive 

Reservation and Extended Use Agreement (Extended Use Period) 

After receiving an award of credits the owner of the project will enter into a Reservation and Extended 

Use Agreement that 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 

the tax credit. 

The Reservation and Extended Use Agreement will lock the Applicable Rate and must be fully executed 

subject to conditions of the offer letter for a competitive credit project or in the month in which the 

bonds are sold for a tax-exempt financed project.  Failure to lock the rate at either of these points in 

time will postpone the rate lock to the date that the project is placed in service. 

A Reservation and Extended Use Agreement will be required of all LIHTC applicants. 

Carryover Application for Competitive Credits 

On or before December 1 (or the next business day) of the tax credit year, tax credit recipients must 

submit either an application for Tax Credit Carryover Allocation (if the project is still in the construction 
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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). 

A complete hard copy of the Carryover Application must be received by the Department by December 1 

of the credit year or the Department may assess a late charge.  The Carryover Application can be found 

at http://www.ohcs.oregon.gov/OHCS/HRS_LIHTC_Program.shtml.  The Department will have the right 

to charge an hourly rate for applications that need additional review due to subsequent submissions or 

changes to the original application that would require additional reviews of the application. 

Sponsors who are not able to perform according to their project schedules for any reason after they 

have received Tax Credit Carryover Allocations will be required to return tax credits previously awarded 

and re-compete in the application process. 

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 or certified plans presented to the Department, or who have failed to effectively utilize 

previously allocated tax credits. 

Applicants requesting 4% credits in association with tax-exempt bonds do not need to meet Carryover 

requirements. 

Application for Tax Credit Allocation (Placed In Service Projects) 

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 prior 

to or at a minimum in conjunction with submitting the Final Application.  Any change to developer fee 

from the original application will require written approval from the Department prior to the Final 

Application.  Approval will be at the sole 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. 

The Final Application must be submitted to the Department within six months of the last building 

receiving their certificate of occupancy or, in the case of acquisition/rehabilitation, six months after the 

project is determined to be substantially complete.  Projects submitting their Final Applications after six 

months may be assessed a late charge and an additional review charge if more information is required 

to complete the review.  Sponsors must pay the required Department charges as set forth in the 

application at each stage of the application process.  In determining whether or not to charge an 

additional review charge, and the amount thereof, the Department may consider factors including, but 

not limited to, the following:  (a) the Department's actual or projected costs in reviewing an application 

for tax credits and the project related thereto; (b) the extent of underwriting scrutiny performed or 

deemed necessary by the Department; (c) the amount and nature of staff resources utilized or projected 

for researching or reviewing a proposal or application; and (d) the amount and nature of outside 

resources utilized or projected for researching or reviewing a proposal. 

See http://www.ohcs.oregon.gov/OHCS/HRS_LIHTC_Program.shtml for specific Final Application 

submission requirements, or contact the OHCS LIHTC representative. 

Tax credits are considered awarded to a project at the time the Department issues a 9% Carryover 

Agreement or IRS Form 8609. (Four percent credit projects do not need to complete Carryover 
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requirements.) Owners must place the project in service no later than December 31 of the credit year 

(for 9% competitive projects), unless a Tax Credit Carryover Allocation is obtained.  If a Tax Credit 

Carryover Allocation is obtained, the project must be placed in service no later than December 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 must mail the original completed IRS Form 8609 (issued 

by the Department) the, “Low Income Housing Credit Allocation Certification” for the first year they 

claim the credits to: 

Internal Revenue Service 

PO Box 331  

Attn: LIHC Unit 

DP 607 South Philadelphia Campus  

Bensalem, PA 19020 

A copy of the completed IRS Form 8609 should be returned to: 

Oregon Housing and Community Services 

Attn: Program Analysis and Enforcement Section (PA&E Section) 

725 NE Summer Street, Suite B 

Salem, OR 97301 

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.   

Subsidy Layering Review  

For projects that receive, either directly or indirectly, financial assistance from RD or 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. 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 used by the 

Department are available upon request. 

Identity of Interest 

Identity of interest is a financial, familial, or business relationship that permits less than arm’s length 

transactions.  It includes, but is not limited to, existence of a reimbursement program or exchange of 

funds, common financial interests, common officers, directors or stockholders; or family relationships 

between officers, directors, or stockholders, between the developer and general contractor/builder).  If 

there is no identity of interest the following general contractor/builder’s profit applies: 

• General contractor profit up to 8% of construction costs 

• General contractor overhead up to 2% of construction costs 



 
OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT 

2012 LOW INCOME HOUSING TAX CREDIT QUALIFIED ALLOCATION PLAN 

34 

• General conditions up to 6% of construction costs (excluding contractors liability insurance) 

• Builder’s profit, overhead and general conditions may not exceed 14% of total hard construction 

cost (less profit, overhead and general requirements) 

If there is an identity of interest, general contractor/builder’s profit may not exceed 10% of total hard 

construction costs. (Builder’s or general contractor's profit) includes builders’ profit, builders’ overhead, 

general conditions and project management fees associated with the hard construction of the project.) 

The Department will evaluate the cumulative profit received by the developer/general contractor in 

identity of interest cases and, based on industry standards and comparable projects may reduce profits 

considered excessive. 

Departmental remedies may include, but are not limited to, rejection of the LIHTC application, 

termination of processing, failure to issue an IRS Form 8609, or issuance of an IRS form 8823.  The 

Department may rely upon its own investigations or other information the Department deems 

appropriate.   

Non-Competitive Credits Issued in Conjunction with Tax-Exempt Financing 

(Bonds) 

Non-competitive, four percent tax credit applications for projects financed with tax-exempt bonds may 

be filed at any time during the year.  Sponsors must allow reasonable time for review and response by 

OHCS.  OHCS is also an allocating and issuing agency of tax-exempt bonds.  If OHCS is the bond issuer of 

a project, requests for four percent tax credits will be reviewed and approved simultaneously with a tax-

exempt bond allocation request.  Projects financed with tax-exempt bonds seeking the four percent tax 

credit will be denied if the criteria outlined herein and presented in the required application are not met 

to the Department’s satisfaction.   

Applications for non-competitive tax-exempt bond financed credits will be evaluated based upon criteria 

similar to the CFC criteria.  While sponsors will not be competitively scored, there will be an expectation 

that projects meet basic standards of eligibility and community appropriateness.  Non-competitive 

applicants may resubmit application materials with corrections.  All tax-exempt bond financed projects 

requesting an allocation of LIHTC must adhere to the selection criteria as stated in both the QAP and the 

LIHTC application materials.  Subsection (h)(4) of Section 42 pertaining to projects utilizing tax-exempt 

financing shall not apply to any project unless the project satisfies the requirements for allocation of a 

housing credit dollar amount under the QAP and application materials applicable to the area in which 

the project is located.    

As a general principle, the Department is not in favor of the use of tax-exempt financing subject to the 

bond cap on a short-term basis.  However, in specific situations where the use of such short term 

financing on a portion of the tax-exempt financing can provide a demonstrated benefit that furthers 

affordability, the Department is willing to make an exception to this principle.  In evaluating this benefit, 

the Department will examine the affordability of a project with and without the use of the short term 

financing, and will, in its sole discretion, determine if the affordability warrants the use of the tax-

exempt financing.  All projects proposing such a use must adhere to requirements of Section 42 as well 

as state requirements. 

As a means to ensure that all projects requesting credits in conjunction with tax-exempt bonds are 

eligible for and have no serious deviation from the QAP, project information must be submitted to the 

Department at each stage of the allocation process as follows: 
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• Provide a copy of the appropriate bond program pre-application, 4% application or other 

proposal materials submitted for review to the tax-exempt bond issuer.  Incomplete applications 

will not be accepted.  The Department reserves the right to provide comment to the bond issuer 

regarding the use of LIHTC in conjunction with tax-exempt bonds.  These comments will be 

restricted to eligibility for LIHTC based upon criteria outlined in the QAP. 

• An application charge as outlined in the CFC, RFP, or other special application process 

established by the Department, including non-competitive 4% tax credit applications must 

accompany the initial application. 

• Complete applications with adequate materials for evaluation will be heard by the Department 

Finance Committee for recommendation to the Director. 

• Upon receipt of Finance Committee recommendation and Department Director approval, an 

offer to reserve tax credits will be made.  The sponsor must acknowledge acceptance of such 

offer within thirty days of its receipt.   

• Execution of Reservation and Extended Use Agreement will establish the parameters of the 

LIHTC award regarding rent and income restrictions for the project.  The reservation charge 

must accompany execution of this agreement.  

• Ongoing project monitoring and progress reports are due during the construction and lease up 

phases of the development 

• Final Application/IRS Form 8609: non-competitive tax credit Final Applications shall follow the 

process as outlined in this QAP and found at 
http://www.ohcs.oregon.gov/OHCS/HD/HRS/LIHTC/FinalApplication.doc.   

Applicants who have received non-competitive credit reservations may request additional credits if 

there is a justifiable increase in project costs directly related to the project's eligible basis.  If the 

Department approves additional credit requests, developer fees will be held to the same dollar amount 

as reflected in the initial application. 

IRS Form 8609 is released after an executed Declaration of Land Use Restrictive Covenants is recorded 

against the property. 

COMPLIANCE 

As the allocating agency for the State of Oregon, OHCS is responsible for compliance monitoring of all 

LIHTC projects for adherence to Section 42 as well as conditions stated in the project application. The 

Department is responsible for establishing compliance monitoring procedures and must report 

incidences of noncompliance to the IRS. Monitoring each project is an ongoing activity that extends 

throughout the extended use period (a minimum of 30 years). Projects with funding sources obtained 

from the Department in addition to the credit will be monitored for the most restrictive requirements of 

all combined programs. Owners must be aware of the differences in program regulations.  The OHCS 

Compliance Manual is incorporated via reference as Exhibit G of this document.  Additional compliance 

and monitoring information can be found at: 

http://www.ohcs.oregon.gov/OHCS/HPM_LIHTC_Compliance_Manual.shtml. 

IRS Audit Guide Policy 

The IRS has adopted a Final Audit Guide.  The 8823 Guide is the document used by the IRS to offer 

technical support for identifying and developing issues related to IRC Section 42.  The 8823 Guide 
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consists of chapters covering specific LIHTC topics and issues that describe in some detail how the IRS is 

examining credits issues such as basis and developer fee.  As needed, the Department will rely upon the 

8823 Guide for assistance in evaluating projects.  It can be found on the Internet at 

www.novoco.com/audit_guide.htm or www.irs.gov/bus_info. 

Developers should be aware of the contents of the 8823 Guide.  However, the 8823 Guide itself should 

not be used as a legal reference.  Per the IRS, “The Guide should not be used or cited by taxpayers as 

authority for setting or sustaining a technical position when filing tax returns for any period for which 

the taxpayer is subject to IRC Section 42 requirements.  Taxpayers can rely upon and cite the Internal 

Revenue Code and formal IRS guidance as referenced extensively in the tax and footnotes.” 
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EXHIBIT A – PUBLIC COMMENTS AND RESPONSES 

 
Minutes and Comments from the Public Hearing: 

 

1) Friday, October 21, 2011, 1:00 p.m. to 3:00 p.m. 

Salem, Oregon Housing and Community Services, Room 124a/b: 

 

Attending from Oregon Housing and Community Services Department (OHCS or the Department) are 

Jodi Enos, Betty Markey, Carol Kowash, Shelly Cullin, David Summers and Susan Bailey.   

 

No one from outside the Department was in attendance for the hearing. 

 

Jodi Enos opened the public hearing for the 2012 Draft Qualified Allocation Plan (QAP) for the Low 

Income Housing Tax Credit (LIHTC) Program this Friday, October 21, 2011 at 1:01 p.m.   

 

“Hi, This is Jodi Enos.  I am the LIHTC Program Representative for the State of Oregon Housing and 

Community Services Department.  This is the 2012 Draft Low-Income Housing Tax Credit Qualified 

Allocation Plan Hearing.  With me today is Susan Bailey, our recorder.  Today is Friday, October 21, 2011.  

It is now 1:01 p.m. and the hearing is now in session.  Currently there is no one present other than OHCS 

department staff.  We will now close the meeting and reopen it if others arrive.” 

“It’s Jodi Enos again, Oregon Housing, and we are re-opening the meeting at 1:51 p.m.  I am going to 

present the changes proposed to the 2012 Draft QAP.”   

“The first change can be found on Page 5, regarding Temporary Notices.  Oregon Housing added the 

language, that The Department may incorporate any changes for which the Department has issued 

adequate public notice.”    

“The next change can be found on Page 10.  It’s regarding the Enhanced Credit (also known as the Basis 

Boost).  In 2008, HERA amended IRC Section 42(d)(5)(C) by adding a third type of high cost area eligible 

for the 130% Basis Boost. This third type is defined as any building designated by OHCS as requiring the 

enhanced credit in order for such a building to be financially feasible.  The language has been changed 

from Projects that address workforce housing needs, as per the Needs Analysis in the CFC to Projects 

located in an area where workforce housing needs are identified in the OHCS Needs Analysis as a 

number one priority in the current or prior year’s CFC application.”   

“Existing LIHTC Properties and Over-Income Tenants:  This change can be found on Page 15.  The 

Department added clarification language to its relocation policy as follows: Applicants requesting a 

subsequent allocation of credits for existing LIHTC projects still in their extended use period, 

permanent relocation of households who qualified under the original credit allocation, is not allowed.  

The IRS has provided guidance that if the incomes of existing households (previously qualified under 

the original allocation) exceed income limits in place at the time subsequent credits are allocated, the 

households will remain protected third-party beneficiaries under the LIHTC program as stated in the 

8823 Audit Guide.  OHCS may not award subsequent tax credit allocations to existing LIHTC projects 

proposing permanent relocation of tenants above 60% AMI, but below 140% AMI.” 
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“Page 16: Priority for Federally Funded Projects:  The Department added the language: Acquisition and 

rehabilitation of expiring use projects, especially those that include federal funding programs such as 

HOPE VI, Section 202, Section 811, RD or HUD project-based rental subsidy.”  

Jodi continued, “Eligible Applicants - Page 16:  Language regarding eligible applicants has been modified 

to align with Oregon Administrative Rules governing the LIHTC program as follows: Any entity legally 

doing business in the State of Oregon and not subject to debarment or other exclusion by OHCS or 

another state or federal agency may apply for a reservation of Low Income Housing Tax Credits as 

provided in OAR 813-050-0010. However, please refer to the applicable Department application under 

Sponsor Capacity to review expectations.” 

 

“The Minimum Affordability Period language has been changed, on Page 17:  Language has been added 

to clarify that Housing Council sets policy related to the affordability period commitment required by 

project owners, as follows: There must be a legal commitment by the sponsor and proposed owner 

satisfactory to OHCS that the project will continually meet the applicable fraction, rent restrictions 

and such other project requirements for a minimum of years of affordability as determined by 

Housing Council.”   

 

“The next change can be found on Page 18, regarding Sponsor Loans:  Clarifying language regarding 

sponsor loan requirements has been added as follows: If any funding sources are being loaned by the 

general partner or managing member to the limited partnership or limited manager, the Department 

may require a legal opinion verifying to OHCS’ satisfaction that such loans have specified terms of 

repayment, consistent with the expectation that the project can meet such cash flow needs.  Further 

analysis and detail of the repayment assumptions may be required by the Department at any time.” 

“Developer Fee has been modified on Page 18:  The calculation of developer fees as a percentage of 

project cost must net out the development fee and project reserves and other cash accounts from the 

total project cost.  Specifically, the calculation of Developer Fee divided by (Total Development Cost 

minus Developer Fee minus All Project Reserves and Capitalized Cash Accounts).  Furthermore, the 

developer fee policy has been modified to add clarification that if requested changes fall within the 

limits established in the developer fee policy, the Housing Division Administrator may recommend 

changes to the Director without Finance Committee review.” 

“On page 20, Site Reviews and Building Standards language has been modified and adds the following 

language:  The site review and building standards section has been updated to reflect current 

Department procedure: The Department requires all sponsors for LIHTC acquisition and rehabilitation 

credits to complete a thorough rehabilitation assessment by an approved third party, satisfactory to 

the Department, unless an exception is provided in writing by OHCS.”   

“The Department may perform inspections prior to, during and following a funding award by OHCS or 

an OHCS-approved third-party representative. The Department, based on such inspections or 

otherwise, may prevent a sponsor from advancing their application, terminate or revoke a reservation 

or allocation, or exercise other remedies, including, but not limited to, requiring changes to the 

application or project scope of work or budget.” 

“The Department may verify if work has been performed to its satisfaction.  The Department may 

require remediation of unsatisfactory work or conditions.  The OHCS Architectural Standards and 

Building Enclosure Rehabilitation Guide can be found on the Department’s website.” 

“Reserve Accounts language, on page 25, has been added as follows: The Department may require 

capitalized or cash account reserves (including, but not limited to, replacement reserves, operating 
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reserves, transition reserves, liquidity reserves, guarantee reserves, etc.) to remain in the project 

through the entire affordability period and be used for their designated purpose or other purposes 

approved or negotiated by the Department.  OHCS may require securitization or use rights with 

respect to such reserves as it deems appropriate.“  

Jodi continued, “Tax Credit Pricing, on Page 25:  The following language has been added:  OHCS reserves 

the right to adjust the amount of a tax credit award or any other OHCS funding source if there has 

been an increase in LIHTC pricing between the application and partnership closing.  At the 

Department’s discretion, any increase may be subject to the following distribution formula: 

� Up to 50% percent of the increase in LIHTC equity due to pricing increase may be used for 

necessary, justifiable cost increases, approved by OHCS, or to reduce deferred developer fee.  

The remaining balance shall be used to reduce the permanent loan, sponsor loans, tax credit 

allocation or other OHCS funding sources as determined by the Department.” 

“Increases for specific, hard cost purposes, as required by the investor, may receive an exception to 

the above policy, pending Department approval of hard cost scope of work.”  

“OHCS reserves the right to request additional information and otherwise to supplement its financial 

assessment at any time.  Furthermore, the Department requires that it be immediately informed of 

the negotiated tax credit price at all times.  OHCS also reserves the right to determine, in its sole 

discretion, whether the letters of interest or intent, award letters, or commitment letters are 

satisfactory, and whether a lender or investor possesses the financial or other capacity to make a 

specific loan or investment.  A change in the financing source or financing terms, among other things, 

after reservation of credits may, at the sole discretion of the Department, result in all or a part of the 

credits being recaptured, reduced or returned.” 

“If accurate tax credit pricing information is not provided to the Department upon its request, or 

incomplete, misleading or false information is given, the Department may exercise any and all 

remedies provided in this QAP or available in law, including, but not limited to, rescission of any 

department resources awarded.  Further, the Department may take such factors in determining 

whether or not to accept future applications or make subsequent LIHTC or other funding awards to 

applicants, or any member thereof.”   
 

Jodi asked, “Are there any questions or comments regarding the presented changes?  None present.  It 

is now 2:00 p.m. We are closing the meeting and we will re-open at a later time if anyone arrives.”   

 

No public testimony was given. 

 

“It is now 3:01 p.m. and we are closing the public hearing for the 2012 Draft Qualified Allocation Plan.” 

Jodi concluded. 

 

Hearing concluded 3:02 p.m. 
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EXHIBIT B – OREGON AFFORDABLE HOUSING POLICY STATEMENTS 

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 to 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 C – 2012 QUALIFED ALLOCATION PLAN POLICY CHANGES 

Policy Changes for the 2012 Qualified Allocation Plan (QAP) 

Existing Language / Added Language / Removed Language 

Public Notices - Page 5: 

The Department may incorporate any changes for which the Department has issued adequate public 

notice.  

OHCS Basis Boost Policy - Page 10: 

c. Projects that address workforce housing needs, as per the Needs Analysis in the CFC 

c. Projects located in an area where workforce housing needs are identified in the OHCS Needs 

Analysis as a number one priority in the current or prior year’s CFC application. 

The above not withstanding and given the current financial market conditions and testing for financial 

feasibility of each project, the Department will consider the issuance of the state’s 130% basis boost, for 

projects outside of Qualified Census Tracts and Difficult to Develop Areas, as identified by HUD, and 

projects not characterized above. At its sole discretion, the Department reserves the right to return to the 

above policy upon ample public notice, as soon as market conditions improve or within 12 months from 

the date this Plan becomes effective, whichever date is later.   

Existing LIHTC Properties and Over-Income Tenants - Page 15: 

Permanent relocation of households who qualified under the original credit allocation is not allowed for 

applicants requesting a subsequent allocation of credits for existing LIHTC projects still in their extended 

use period.  The IRS has provided guidance that if the incomes of existing households (previously 

qualified under the original allocation) exceed income limits in place at the time subsequent credits are 

allocated, the households will remain protected third-party beneficiaries under the LIHTC program as 

stated in the 8823 Audit Guide.  OHCS may not award subsequent tax credit allocations to existing LIHTC 

projects proposing permanent relocation of tenants above 60% AMI, but below 140% AMI. 

Priority for Federally Funded Projects - Page 16: 

• Acquisition and rehabilitation of expiring use projects, especially those that include federal 

funding programs such as HOPE VI, Section 202, Section 811, RD or HUD project-based rental 

subsidy  

Eligible Applicants - Page 16: 

There are no restrictions on who may apply to the Department for an allocation of LIHTC.  However, 

please refer to Allocation Procedures under Organizational Capacity to determine eligibility. 

Any entity legally doing business in the State of Oregon and not subject to debarment or other exclusion 

by OHCS or another state or federal agency may apply for a reservation of Low Income Housing Tax 

Credits as provided in OAR 813-050-0010. However, please refer to the applicable Department 

application under Sponsor Capacity to review expectations. 

Minimum Affordability Period - Page 17: 

There must be a legal commitment by the sponsor and proposed owner satisfactory to OHCS that the 

project will continually meet the applicable fraction, rent restrictions and such other project 

requirements for a minimum of years of affordability as determined by Housing Council.   
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Sponsor Loans - Page 18: 

If any funding sources are being loaned by the general partner or managing member to the limited 

partnership or limited manager, the Department may require a legal opinion verifying to OHCS’ 

satisfaction that such loans have specified terms of repayment, consistent with the expectation that the 

project can meet such cash flow needs.  Further analysis and detail of the repayment assumptions may 

be required by the Department at any time. 

Developer Fee - Page 18: 

The calculation of developer fees as a percentage of project cost must net out the development fee and 

project reserves and other cash accounts from the total project cost.  Specifically: 

Developer Fee 

(Total Development Cost – Developer Fee – All Project Reserves and Capitalized Cash Accounts) 

The Department’s Finance Committee will make the final determination of developer fee reasonableness.  

However, if the requested changes fall within the limits established above, the Housing Division 

Administrator may recommend changes to the Director without Finance Committee review. 

Site Reviews and Building Standards - Page 20: 

The Department requires all sponsors for LIHTC acquisition and rehabilitation credits to complete a 

thorough rehabilitation assessment that is satisfactory to the Department, unless an exception is 

provided in writing by OHCS.   

The Department may perform inspections prior to, during and following a funding award by OHCS or an 

OHCS-approved third-party representative. The Department, based on such inspections or otherwise, 

may prevent a sponsor from advancing their application, terminate or revoke a reservation or 

allocation, or exercise other remedies, including, but not limited to, requiring changes to the application 

or project scope of work or budget. 

The Department may verify if work has been performed to its satisfaction.  The Department may require 

remediation of unsatisfactory work or conditions.  The OHCS Architectural Standards and Building 

Enclosure Rehabilitation Guide can be found on the Department’s website. 

Reserve Accounts - Page 25: 

The Department may require capitalized or cash account reserves (including, but not limited to, 

replacement reserves, operating reserves, transition reserves, liquidity reserves, guarantee reserves, 

etc.) to remain in the project through the entire affordability period and be used for their designated 

purpose or other purposes approved or negotiated by the Department.  OHCS may require 

securitization or use rights with respect to such reserves as it deems appropriate.  However, the 

Department will not unreasonably withhold funds for justifiable project expenses or uses. 

Tax Credit Pricing - Page 25: 

If there is a material increase in LIHTC in pricing subsequent to a reservation tax credits, OHCS reserves 

the right to adjust the amount of a tax credit award or any other OHCS funding source.  The Department 

may utilize the following distribution formula as a guideline for avoiding project over-subsidization: 

� Up to 50% percent of the increase in LIHTC equity due to pricing increase may be used for necessary, 

justifiable cost increases, approved by OHCS, or to reduce deferred developer fee.  The remaining 
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balance shall be used to reduce the permanent loan, sponsor loans, tax credit allocation or other 

OHCS funding sources as determined by the Department. 

Increases for specific, hard cost purposes, as required by the investor, may receive an exception to the 

above policy, pending Department approval of hard cost scope of work.  

OHCS reserves the right to request additional information and otherwise to supplement its financial 

assessment at any time.  Furthermore, the Department requires that it be immediately informed of the 

negotiated tax credit price at all times.  OHCS also reserves the right to determine, in its sole discretion, 

whether the letters of interest or intent, award letters, or commitment letters are satisfactory, and 

whether a lender or investor possesses the financial or other capacity to make a specific loan or 

investment.  A change in the financing source or financing terms, among other things, after reservation 

of credits may, at the sole discretion of the Department, result in all or a part of the credits being 

recaptured, reduced or returned. 

If accurate tax credit pricing information is not provided to the Department upon its request, or 

incomplete, misleading or false information is given, the Department may exercise any and all remedies 

provided in this QAP or available in law, including, but not limited to, rescission of any department 

resources awarded.  Further, the Department may take such factors in determining whether or not to 

accept future applications or make subsequent LIHTC or other funding awards to applicants, or any 

member thereof.    
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EXHIBIT D – MANAGEMENT AGENT PACKET 

 
The most recent Management Agent and Resident Services packet can be found at: 

http://www.ohcs.oregon.gov/OHCS/HRS_Reservation_Letter_Attach.shtml or be requested by 

contacting the Department at (503) 986-2000 or by mail at: 

 

Oregon Housing and Community Services 

ATTN: LIHTC Program Representative 

725 NE Summer Street, Suite B 

Salem, OR 97301-1266 
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EXHIBIT E – OHCS / RD MEMORANDUM OF UNDERSTANDING 

RD MOU 

MEMORANDUM OF UNDERSTANDING 

Between the Oregon Housing and Community Services Department and Oregon USDA Rural 

Development Rural Housing Services 

INTRODUCTION 

The Rural Housing Service of Rural Development, Oregon, an Agency of the U.S. Department of 

Agriculture, hereinafter referred to as “RHS”, and the State of Oregon Housing and Community Services, 

hereinafter referred to as “OHCS,” wish to enter into the following: 

Memorandum of Understanding (MOU) regarding: 1) the general sharing of housing development 

information, 2) architectural requirements for joint funded RHS and OHCS developments, 3) the sources 

and uses of funds in projects receiving RHS funding and Low Income Housing Tax Credits, 4) the 

monitoring of Low Income Housing Tax Credit compliance in RHS funded projects, and 5) the availability 

of Low Income Housing Tax Credits for proposed RHS funded projects. 

RHS administers loan and grant programs authorized by Sections 514, 515, 516, 533, and 538 of the 

Housing Act of 1949, which provides financing for housing for very low and low income tenants in rural 

areas. The Section 515, 514/516, and 538 programs are administered at the State Office level and 

complies with all applicable Civil Rights and Fair Housing laws. The Internal Revenue Service (IRS), 

through Section 42 of the Internal Revenue Code, provides tax credits which are administered through 

the OHCS to encourage developers to provide affordable housing and participate in programs such as 

Section 515, 514/516 and 538. 

BACKGROUND 

The IRS published regulations on September 2, 1992 to guide State agencies in monitoring compliance 

with the low-income housing tax credit requirements by owners of affordable housing properties. These 

regulations allow the State agency to implement review requirements that allow exceptions to the 

requirements to review tenant certifications, supporting documentation, and rent records of such 

properties to owners of RHS financed properties.  

However, for OHCS to grant review exceptions on RHS financed properties, OHCS must enter into an 

agreement identified as a Memorandum of Understanding (MOU) with RHS whereby RHS will agree to 

provide OHCS with information concerning the income and rent of the tenants in the project. OHCS may 

assume accuracy of the information provided by RHS without verification. The original OHCS-RHS MOU 

signed 5-17-1993, and extended on 6-17-1994, expired on May 17, 1995. This year 2000 MOU reinstates 

the original MOU provisions and identifies additional considerations related to the exchange of project 

information and reservation of tax credits for RHS financed projects. 

SCOPE OF AGREEMENT 

Under this agreement, the RHS, through the Oregon State Office of USDA Rural Development, and OHCS 

agree to engage in cooperative efforts to 1) identify housing development activity which is mutually 

supportive of agency missions or is in conflict with similar housing, 2) enable RHS to assure that only the 

necessary financing is provided through the section 515, 514/516 and 538 programs, 3) enable OHCS to 

fully evaluate the tax credit project request of RHS funding applicants, including architectural 

requirements of OHCS, 4) enable OHCS to effectively monitor compliance of RHS borrowers who have 
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tax credit requirements, as provided in Section 42 of the IRS Code, and 5) assure a minimum amount of 

Low Income Housing Tax Credits are available to qualified RHS funded projects. 

PURPOSE 

The purpose of this document is to establish the general conditions under which RHS and OHCS agree to 

cooperate, exchange information, and provide mutually beneficial project support. 

BOTH PARTIES AGREE 

GENERAL INFORMATION 

The general information shared under this MOU is for internal analysis and will not be disclosed to other 

than the appropriate RHS and OHCS employees. Specific information regarding individual proposals may 

be shared with the applicant/sponsor and other providers of funds for respective projects as 

appropriate and authorized by the proposal sponsor.  

RHS and OHCS will inform any applicants seeking both Low Income Housing Tax Credits and RHS loan 

assistance that the MOU will be applied to the processing of their applications with OHCS and RHS. 

RHS will participate in public meetings/hearings each year as held by OHCS to assist in the development 

of the Housing Credit Allocation Plan. OHCS will accept within the limitations of the public solicitation for 

Allocation Plan comments, RHS material presented in efforts to retain the USDA Rural Development set-

aside of credits. 

RHS will inform OHCS each fiscal year of the amount of program funds allocated to Oregon or available 

as part of any Notice of Funding Availability (NOFA) issued by RHS National Office. A copy of the NOFA 

published in the Federal Register will be provided OHCS upon request. 

RHS will provide OHCS information concerning any 533 Housing Preservation Grant (HPG) funds 

awarded in Oregon for rehabilitation of a multi-family project or single-family rehabilitation program. 

In order to avoid duplicative or competitive local housing development, after selection of Sections 514, 

515, 516, 533 or 538 loan requests for further processing, RHS will forward basic project information to 

OHCS for review and comment. OHCS will similarly forward a list of project funding considerations for 

RHS review and comment. 

PROJECT SPECIFIC INFORMATION 

Information will be shared on estimated and/or actual project costs for properties financed by RHS that 

are anticipated to receive low-income housing tax credits. RHS agrees to provide OHCS the following 

information/forms, as applicable, for projects being considered for or receiving RHS program(s) funding: 

· Current processing list of pre-applications and applications updated at least semiannually. 

· Copy of any AD-622, “Notice of Pre-application Review Action” issued to the applicant requesting a 

complete application. 

· Copy of Form SF 424, “Application for Federal Assistance”; Form FmHA 1930-7 “MFH Project Budget”; 

Form FmHA 1924-13 “Estimate and Certificate of Actual Cost”; legal description; market value 

determined by appraisal. 

· Copy of Form FmHa 1944-51 MFH Obligations – Fund Analysis for each loan approved and obligated. 

· Copy of Form FmHA 1944-7 MFH Interest Credit Agreement indicating the borrower’s 1% monthly loan 

payment. 



 
OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT 

2012 LOW INCOME HOUSING TAX CREDIT QUALIFIED ALLOCATION PLAN 

64 

· Copy of Form FmHA 1924-13 “Estimate and Certificate of Actual Cost” indicating actual costs when 

construction is complete, including any cost analysis performed. 

The following fee limitations will be adhered to: 

a) builder’s profit: up to 6% (as per QAP) of the construction cost as established by contract(s); 

b) general overhead: up to 2% (as per QAP) of the construction cost as established by contract(s); 

c) general requirements: up to 6% (as per QAP) of the construction cost as established by contract(s); 

d) developer fee: up to 15% of the total development costs for tax credit purposes for new 

construction and rehabilitation costs; up to 5% of the acquisition cost for acquisition/rehab projects. 

(See attachment 1, Developer Fee Schedule.) 

Rural Development staff and OHCS staff will review, at least annually, the fee norms on builder or 

general contractor charges (builder’s profit, builder’s overhead, and general requirements) established 

by this MOU. The developer fee or any other fees allowed will also be reviewed. 

Any revised fee norms will be added as an amendment to this agreement and be used in subsequent 

analysis of loan or credit requests. 

The above fee norms will be used in the OHCS analysis of the amount of assistance that is necessary for 

a proposed project. In all cases where the results of an analysis indicate that there will be excess 

assistance (defined as more than the lesser of $25,000 or 1 percent of the total development cost as 

authorized by OHCS), RHS will consult with the applicant and OHCS to strive to reach an agreement for 

reducing the excess assistance. The following are examples of actions that can be taken: 

· reducing the amount of tax credit units requested, or 

· reducing the level of assistance provided by one or more of the funding sources, or 

· revising the uses to include eligible costs for any funding participants, provided the project 

enhancement is consistent with the intent of the RRH program and will assist the resident population 

being served by the housing. 

· Parties to this agreement understand that in the event that excess assistance is not reduced through 

other means, RHS will adjust the amount of equity contribution (through the reduction of the loan) to 

ensure that RHS assistance provided is not more than is necessary to provide affordable housing, after 

taking account of assistance from all Federal, State, and local sources. Any reduction pursuant to this 

paragraph will require formal notification to the applicant, OHCS, and RHS National Office. 

OHCS will provide RHS with: 

· A list of all funded tax credit applications including project name and location, number of units, tax 

credits requested, amount of reservation, and project preference(s), if any. 

· A copy of the Reservation Letter sent to the applicant/sponsor. 

· A copy of the detailed cost breakdown used to estimate the amount of tax credits for which the 

developer would be eligible for those applicants that are seeking RHS financing. 

· IRS Form 8609 “Low Income Housing Credit Allocation Certification” with a copy of the cost data used 

to determine the development cost of the RHS financed projects. 
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RHS will provide OHCS with the name of Section 515, 514/516, 538 borrowers receiving tax credits who 

are in default on their RHS loan. OHCS will provide RHS with information concerning borrowers who, to 

the knowledge of OHCS, are in non-compliance with tax credit requirements. 

TENANT AND MONITORING INFORMATION 

RHS will require signatures of all household members18 years of age and over, as required by IRS Code 

on tenant certifications. RHS will require as a part of project management, and consistent with OHCS 

policy, use OHCS .1, Low Income Housing Tax Credit Program Tenant Certification (Form TIC-1) for all 

placement and move-in certifications, in addition to any other administrative forms required by RHS. 

The OHCS initial certification form will be required to be dated effective on or before tenant move-in. 

Parties to this agreement understand RHS does not certify tenant tax credit income eligibility, nor does 

RHS certify to the owner’s compliance with the requirements of Section 42, only that RHS tenant income 

is based upon certification or annual recertification, and that certification and recertification requires 

third-party verification. The owner certifies the information to RHS as being true and correct 

representations, and RHS performs periodic reviews and analysis of the data to verify compliance with 

RHS requirements. 

RHS will provide OHCS with annual data concerning tenant income on affected RHS properties. Such 

data will be in a standard report format from the Multiple Family Housing Tenant File System (MTFS) 

database. The report will be signed and dated by RHS Servicing Specialist and will indicate the data is 

considered correct by RHS. 

OHCS will accept the RHS physical inspection findings in lieu of conducting a separate inspection. Such 

findings shall be available for review prior to any OHCS audit and OHCS shall reserve the right to inspect 

as necessary to satisfy IRS code. File audits will continue to be conducted by OHCS as established by 

OHCS policy and procedures. 

TAX CREDIT SET ASIDE FOR RHS PROJECTS 

OHCS will set-aside 15% of the state allocation of credits for USDA Rural Development 515, 514/516, 538 

(interest credit, only) program eligible projects and other rural/farmworker targeted projects. A 

reservation or allocation of tax credits from this set-aside will be limited to projects that receive direct 

funding from RHS or meet rural/farmworker housing targets. The following additional conditions apply: 

Projects receiving support in the way of a loan guarantee only, or other similar support, will not be 

considered for a reservation or allocation from the USDA Rural Development set-aside solely due to the 

loan guarantee participation. 

Tax credit applications will be processed in the regular OHCS funding competition cycle. If RHS is unable 

to issue a certification of the availability of funding by the date OHCS receives notice that National Pool 

Tax Credits will be available, the RHS project related tax credit reservation may be canceled and that 

portion of the Rural Development set-aside reallocated as appropriate. 

The Rural Development set-aside is not an “entitlement” pool, but rather a “reserve” of credits for RHS 

project proposals that meet the OHCS scoring criteria. The purpose of the set-aside is to assure tax 

credits are available for RHS projects that meet scoring thresholds, but otherwise would not receive 

credits due to the competition from other higher scoring projects. 

HOME Designated Units with RD Rental Assistance 

HOME designated units in Rural Development financed projects will be treated as ‘tax credit’ units as 

described in Administrative Notice No. 3209 (1930-C). Accordingly: 
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Such treatment will allow tenant selection to be deferred until applicants for occupancy are available 

whose eligibility will allow the borrower/sponsor to meet HOME program obligations. Rural 

Development Rental Assistance (RA) assigned to the designated HOME unit(s) will be retained; transfer 

of the RA to other eligible project tenants will not occur as otherwise would be required with RD 

financed developments.  

The project owner is responsible for any cash flow deficits in the annual project budget as a result of 

applying this practice so far as Rural Development is concerned. 

OHCS Architectural Requirements 

In RHS/OHCS jointly funded projects, OHCS architectural standards will be adhered to as applied by the 

OHCS Architectural Consultant with consideration for RHS architectural constraints. OHCS architectural 

standards are published annually in both the OHCS funding application packages and in the Low Income 

Housing Tax Credit Qualified Allocation Plan. 

PERIOD OF AGREEMENT 

This agreement will remain in effect until terminated by written 30 day notification to either party. 

MODIFICATION OR AMENDMENT PROVISION 

This agreement may be modified by written agreement of RHA and OHCS. Requests for amendments to 

the agreement will be initiated by either party through written notification. 

ACCEPTANCE AND SIGNATURE OF EACH APPROVING PARTY 

 

Director    Date    State Director    Date 

Oregon Housing and Community Services   USDA Rural Development Rural Housing 

Department Services 
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EXHIBIT F – OHCS CHARGES 

Consolidated Funding Cycle Charge 

Application Charge The lesser of $25 per unit or .5 percent of the total funds 

requested. Minimum charge is $100. (Group homes with five or 

fewer bedrooms are one unit.) 

Request for Additional Resources 

to fill a gap caused by a reduction 

in federal tax credit pricing. 

The lesser of $25 per unit or .5 percent of the additional funds 

requested. Minimum charge is $100. (Group homes with five or 

fewer bedrooms are one unit.) 

Request for Additional Resources 

to fill a gap caused by increased 

project costs or the loss or 

reduction of a funding source (not 

tax credit pricing). 

Request for any CFC funding sources other than LIHTC and 

OAHTC: 1 percent of the gross amount of the funds requested. 

Request for 4 percent and 9 percent LIHTC:  1 percent of the 

estimated equity to be generated by the additional tax credits. 

Request for OAHTC:  $25 per unit or .5 percent of additional 

OAHTC requested. Minimum charge is $100. 

4 percent and 9 percent LIHTC 

Reservation Charge 

5.5 percent of annual tax credit amount for projects with 30 

units or less; 6.5 percent of annual tax credit amount for projects 

with over 30 units. 

9 percent LIHTC Carryover 

Application received after 

December 1 deadline. 

$1,000, plus $200 per business day for each day late. Also $100 

per hour for re-evaluation. 

4 percent and 9 percent LIHTC 

Final Application received more 

than six months after Placed In 

Service date. 

$1,000, plus $100 per month for each month late. Also $100 per 

hour for re-evaluation.  

LIHTC Monitoring Charge (9 

percent) and 4 percent credit 

projects that are non-risk sharing 

and non-conduit. 

$35 per unit per year for first 15 years. 

$25 per unit per year for last 15 years. 

Document Preparation Charge $100 per recorded document 

Application Charge Total grant and loans requested less than $300,000 will pay 

$750. Total grant and loans requested of $300,000 or more will 

pay $1,500. All LIHTC will pay $2,000.  

Construction Inspector  $2,200 for all projects. 
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EXHIBIT G – OHCS LIHTC COMPLIANCE MANUAL 

The most recent LIHTC Compliance Manual can be found at: 

http://www.ohcs.oregon.gov/OHCS/HPM_LIHTC_Compliance_Manual.shtml or be requested by 

contacting the Department at (503) 986-2000 or by mail at: 

 

Oregon Housing and Community Services 

ATTN: LIHTC Program Representative 

725 NE Summer Street, Suite B 

Salem, OR 97301-1266 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


