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II. Introduction 
 
More than 6,500 affordable housing units across Oregon, financed through the Low 
Income Housing Tax Credit Program (LIHTC), will complete their initial 15-year 
compliance period (Compliance Period) between 2006 and 2011.  As these projects reach 
this milestone, the project sponsors may seek to terminate LIHTC rent restrictions on 
these units and either sell the project or take the rents to market.  Alternatively, both for 
and not-for-profit organizations may chose to preserve these units and continue serving 
low income Oregonians for another fifteen years.  Across the country, both of these 
scenarios are occurring.  It will take education, planning and financial resources to assure 
that as many of these units as possible continue to serve low income Oregonians. 
 
The Housing Development Center, a not-for-profit development and asset management 
consultant, received sponsorship from Enterprise, with additional support from the 
National Equity Fund and the City of Portland, to initiate a statewide Work Group and 
research project in order to help move forward efforts in Oregon to preserve this 
portfolio. 
 
The efforts of this Work Group have already influenced the State’s Qualified Allocation 
Plan for LIHTC projects, the City of Portland’s Preservation Agenda and have increased 
the awareness and knowledge of Year 15 Project Owners.  More work will be needed to 
preserve these units.  Many of the participants of the Work Group are now working 
together on next steps in this effort: planning for additional trainings and technical 
assistance on Year 15, advocacy for tenant notification, changes to State policies and 
procedures, and inclusion of preservation in affordable housing resource advocacy 
efforts.   
 
This report provides three areas of information: 
 

1. Information on the composition of the 97 Oregon projects (6,573 units) that will 
complete their Compliance Period over the next six years.  A list of these projects, 
their location, sponsors and year of completion can be found on HDC’s website, 
hdc1.org.  

  
2. Evaluation of potential areas of risk within this portfolio, such as the intent of 

sponsor, for-profit ownership, insufficient reserves to address exit taxes or 
rehabilitation needs, and vulnerable populations.  See attachments C of this report. 

 
3. Recommendations from the LIHTC Work Group, based on national best 

practices, improved knowledge about the upcoming Year 15s from the survey, 
and their knowledge of resources and other factors within Oregon (Section VI of 
this report). 
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III. Brief Summary of LIHTC Program  
and the Year 15 Issue 

 
The Low Income Housing Tax Credit (LIHTC) program, created by Congress in 1986, 
has been instrumental in the creation of affordable rental housing.  Within Oregon, the 
Oregon Housing and Community Services Department (“State”) administers the LIHTC 
program. The LIHTC Program has attracted significant private investment into affordable 
housing projects.  The partnership (LP) or Limited Liability Corporation (LLC) 
ownership structures allow equity investors to receive the tax advantages of real estate 
ownership (including the LIHTC Credit and typical real estate losses), whiling providing 
substantial equity into projects, and giving the general partners or managing member the 
flexibility to manage the operation of the property.  As a condition of receiving the 
LIHTC, the rents on the rental units in these projects are restricted through land 
covenants on the property. 
 
Until 1989, project sponsors and investors were required to commit to a 15-year 
affordability restriction (Compliance Period).  In 1989, the IRS extended the minimum 
income restriction period to 30 years (additional years after Compliance period referred 
to as the Extended Use Period).  Even after this change, equity investors have been 
required to remain in ownership only during the initial fifteen year Compliance Period.   
 
In the fourteenth year of the Compliance Period, the project owners may request that the 
State identify a purchaser for the property at a statutorily defined price, approximating 
fair market value (Qualified Contract Request). If the State cannot identify a purchaser at 
this defined price, the project is released from the further rent restrictions (Extended Use 
Period) and the project owner would then be free to sell the property or raise rents for 
new tenants. The State has recently issued Draft Qualified Contract Request Procedures 
(see the Oregon Housing and Community Services Website, ohcs.oregon.gov).  To date, 
no owners in Oregon have applied through the Qualifed Contract Request.   
 
As the LIHTC program has matured and evolved, non-profit housing organizations have 
emerged as frequent sponsors and general/managing partners in these tax credit 
partnerships or LLCs.  For non-profit sponsored projects that received LIHTC allocations 
after 1990, many of the partnership or membership agreements allow the general 
partner/managing members to purchase the property or the investor’s interest in the 
partnership through an option to purchase or right-of- first refusal.  This is generally a 
beneficial price equal to the outstanding debt on the property plus any tax obligation of 
the investor partner/member.  This right of first refusal is an important tool for preserving 
LIHTC units. 
 
Throughout the country, state housing agencies, municipal governments and for and not-
for-profit organizations are working on strategies to assure that project sponsors prepare 
transition plans for Year 15, and that resources are available to assist in this preservation 
effort. By the end of 2005, a limited number of projects across the country, and a handful 
of Oregon Projects had reached the end of their initial 15-year compliance period.  
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Nationally, some of the projects have already been lost from the affordable housing 
inventory; others are still in the process of negotiation for purchase.  
 
In Oregon, a few non-profit sponsors have applied to the State for additiona l allocations 
of LIHTC, in order to preserve and rehabilitate these units and maintain long-term 
affordability, while others were able to acquire the properties with little or no additional 
public funds.  Given the limited public funding available for affordable housing in the 
State, there is concern about how communities can preserve the more than 6,500 units 
across the State that will complete their Compliance Period between 2006 and 2011, 
while continuing to develop new affordable housing units to meet the growing need in 
Oregon. 
 
Sadly, the challenge of preserving affordable housing nationally and in Oregon is broader 
than the LIHTC.  At the same time as LIHTC funded projects begin to complete Year 15, 
local communities across the state, and particularly in rural communities, are facing the 
potential loss of affordability for housing funded by Rural Development and projects 
financed by HUD Section 8 programs with the State bond financing totaling more than 
4,000 units statewide. 
 
Many of the recommendations in this report, such as potential additional legislation or 
procedures for tenant notification and protection, technical assistance and training for 
property owners, and pursuing funding for preservation apply to preserving the expiring 
Section 8 projects and the Rural Development projects as well. 
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IV.  Project Strategy and Process, Including Work Group 
Process, Research, and Next Steps 

 
The Housing Development Center (HDC), a not- for-profit affordable housing 
development and asset management consultant, initiated this LIHTC research and Work 
Group project in December 2005.  This project has included three components: 
 

1. BEST PRACTICES REVIEW:  HDC completed a review of national best practices 
related to preservation of LIHTC projects beyond their initial Compliance Period.  
This included phone interviews, website research and review of published materials 
from both neighboring states and states with proactive LIHTC preservation 
programs.  The “Best Practices Review” represents a sampling of policies, 
procedures, and funding strategies used by state and local governments, not a 
comprehensive list.  (See Attachment B: Best Practices Review on the HDC 
website, hdc1.org.) 

 
2. SURVEY OF PROJECTS COMPLETING THE COMPLIANCE PERIOD: In 

December, 2005 through January, 2006, HDC conducted an electronic survey of 
Oregon LIHTC projects reaching the end of their Compliance Period before 2012.  
This survey focused on obtaining information on those project characteristics 
associated with increasing the risk of loss of affordability, based on HDC’s Best 
Practices Research.  The survey that was administered (via “Survey Monkey”) to 
not- for-profit and for-profit sponsors of projects that the State had identified as 
potentially reaching Year 15 between 2006 and 2011 (based on placed in service 
dates).  HDC culled the survey results to include only projects completing their 
Compliance Period from 2006 – 2011, based on the sponsors’ reporting of the first 
year they claimed tax credits on the project (See Attachment A: Survey Form). 

 
HDC sent surveys to sponsors of more than 105 projects, and received 79 survey 
responses.  Through survey results and follow up phone calls, 97 of these projects 
were identified as completing their Compliance Period from 2006 – 2011.  HDC 
received survey responses on 69 of the 97 targeted projects. This survey response 
represents 71% of the targeted projects. Statewide, 88% of the non-profit sponsored 
projects, and 53% of the for-profit sponsored projects are represented in the survey 
results.  (See Attachment C: Summary of Oregon Portfolio Years 2006-2011.)   

 
3. LIHTC WORK GROUP: HDC convened a Work Group that consisted of staff from 

non-profit housing sponsors with Year 15 projects in the next six years, Oregon 
Housing and Community Services Department, Enterprise, National Equity Fund, 
Homestead Capital, Community Development Law Center, NOAH, AOCDO, 
Portland Development Commission and the City of Portland’s Bureau of Housing 
and Community Development.  The purpose of the Work Group was to assess the 
risk of the loss of affordable units throughout the State due to LIHTC funded 
projects completing their Compliance Period and to make recommendations for 
strategies to mitigate this risk. 
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The LIHTC Work Group held three meetings.  At the first meeting, members 
reviewed their understanding of the Year 15 issue to assure basic agreement on the 
issues, and gave feedback to HDC on the survey format and Work Group process.  
At the second meeting, HDC shared findings from both the Oregon projects survey 
and HDC’s “best practices” research. At the final Work Group meeting, 
participants formulated draft recommendations for review and comment.   

 
This final report concludes HDC’s formal work on this project, although HDC will 
continue working on LIHTC Year 15 issues as a technical assistance provider, trainer, 
and participant in various policy groups. 
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V. Profile of Oregon Projects Completing their Compliance 
Period Between 2006 – 2011  

 
In general, the Year 15 Survey results were encouraging: seventy-seven percent of all 
respondents indicated that it was their intention to maintain current income and 
affordability restrictions. Perhaps the second most significant finding was that many 
respondents have not yet analyzed the ir projects to evaluate the risks and needs for their 
individual projects and to develop Year 15 Transition Plans.  This lack of information by 
project sponsors was illustrated by their responses on questions regarding exit tax 
liability, reserves, and capital needs on their projects, with a high proportion of “don’t 
know” responses on these questions.  
 
Some respondents did express concern about exit tax liability and lack of reserves to 
cover any cost for this liability.  Many sponsors had not completed recent capital needs 
assessments and did not have capital improvement plans.  There is risk associated with 
this lack of planning, since it takes time to develop exit strategies – as long as 3-5 years 
prior to the end of the initial compliance period.  Without adequate time to plan and 
implement exit strategies, preserving these units may cause a significant stress on the 
organizations, funders and tenants. 
 
A. Information on Attachments Summarizing Project Characteristics: 
 
The charts in Attachment C summarize information on two general types of project 
characteristics for Oregon’s 2006 – 2011 Year 15 portfolio:  
 

1. Attachments C.1 – C.6 show the number of projects and units by project sponsor 
type (for or not- for-profit), number of tax credit units, and the year the project 
completes their Compliance Period.  This information is summarized by both 
number of projects and number of units, since the average number of units per 
project is larger for for-profit sponsors than for non-profit sponsors (79 units 
compared to 57 units).  This information is also shown statewide, and separately for 
projects located inside and outside of Multnomah County.  

 
2. Attachments C.7 – C.10 present information on risk factors in the portfolio, 

showing in graph form much of the information summarized in Section B below.  
 
B. Summary of Project Characteristics and Risk Factors : 
 
National research indicates that the following variables (in bold) are indicators of risk to 
maintaining affordability after the end of the Compliance Period, as well as pointing to 
risks to tenants for those projects that cannot be preserved: 
 

• Sponsors’ Motives:  The good news from this survey is that 77% of the 
respondents, both for-profit and not- for-profit, indicate that their goal is to 
maintain the current income and rent restrictions (affordability) after Year 15.  
Clearly, this is in part a factor of the market conditions and the current small 
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spread between restricted rents and market rents in many parts of the state.  It may 
also be a factor of the involvement of the sponsor in the LIHTC program – those 
sponsors who continue to apply for new allocations of credits are clearly 
motivated to maintain their relationships with the State.  Thirdly, there are both 
for and not- for-profits who have a double bottom line, which includes both 
financial return and public purpose, who are mission motivated to retain 
affordability.  

 
Interestingly, on a national level there are project sponsors (including not- for-
profit) seeking to exit LIHTC Extended Use Agreements because of the ongoing 
compliance requirements, even if they intend to retain the project’s affordability.  
The State has recently drafted new compliance requirements for projects in their 
Extended Use Period, which reduce some of this reporting burden (see their 
website http://www.ohcs.oregon.gov) 

 
• For-profit sponsors (general partners/ managing members): For-profits 

sponsor 57% of the units statewide, and represent a significantly higher portion of 
the units outside of Multnomah County, where they sponsor 70% of the units (see 
Attachments C.1 – C.3).  While a portion of the for-profit sponsors responding to 
the survey indicated their interest in retaining affordability, it is not clear whether 
those for-profits are more involved with the LIHTC program, and potentially 
more inclined to retain affordability, than those who did not respond to the 
survey. Because of the higher rate of for-profit sponsorship outside of Multnomah 
County, there may be a higher risk of loss of Year 15 units outside of Multnomah 
County than within. 

  
• Tenant Income Levels:  National Best Practices encourage states to 1) prioritize 

preservation of those projects with the most vulnerable populations and the 
highest difference between market rents and project rents, and 2) to adopt local or 
statewide legislation that protects very low income and vulnerable tenants in cases 
where the projects cannot be preserved. 

 
In the survey, HDC sought to identify both the project rent levels and actual 
tenant incomes in the projects. The initial review of the survey information 
indicated that more than 30% of the resident households have incomes below 
30% MFI, and over two-thirds of the units are occupied by residents at or below 
50% of the median income for their area.  However, on further review and in 
discussions with the Work Group, we found that the survey questions may have 
been interpreted differently by different sponsors, making the results less reliable.  
We believe using other reporting strategies, (e.g. LIHTC compliance reporting to 
the State) may provide more accurate information on rents and tenant incomes. 
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• Tax Credit Investor Policies:  Year 15 negotiations nationally have varied based 
on the different investors’ rights within their original partnership documents, their 
interpretation of their fiduciary responsibility to their investors or company, and 
the actual tax and financial conditions of a particular investment pool or single 
investor. Therefore, evaluating who the investors are on Oregon’s projects may 
provide some indication of risk for the portfolio.   

 
The highest proportion of the equity investors in Oregon’s projects over the next 
six years are non-profit syndicators. As we know from the participation of 
Enterprise, National Equity Fund and Homestead Capital in the Work Group, and 
from their work nationally, these syndicators are more likely, within the limits of 
their fiduciary responsibilities, to work with sponsors to maintain long-term 
affordability.  Practices these syndicators are using to support preservation 
include waiving exit tax obligations, working with sponsors over years 11 – 15 to 
reduce or prevent exit tax obligations, and allowing reserves to be used for capital 
improvements. 
 
Banks active in our local markets are also significant investors and may be 
constructive partners in structuring exit strategies.  However, the approach to 
Year 15 is less known for the 44% of the projects having private investors, for-
profit syndicators and for those projects with unidentified syndicators. Based on 
survey results, the investors on Oregon’s projects are approximately as follows: 

 
o Non-profit syndicators  29% 
o Banks     27% 
o Other syndicators   19% 
o Individual investors    8% 
o No response/don’t know  17% 

 
• Other Affordability Restrictions: Projects with multiple funding restrictions are 

less likely to be able to sell properties for a fair market value or to raise rents.  In 
evaluating other rent restrictions that might assure ongoing affordability, HDC 
found that for 51% of the Year 15 Projects, LIHTC or other State Funding 
represents the longest affordability restrictions. Rural Development funds restrict 
16% of the projects, and for 10% of the reported projects, the Portland 
Development Commission (City of Portland) holds the longest restrictions.   

 
Only 20% of the respondents indicated that they had received HOME funds, and 
another 10% said they did not know, meaning that as many as 70% of the units 
are not subject to HOME rent restrictions.  At the same time, current HOME 
restrictions do not allow projects to use HOME a second time on a project without 
an extensive exception process.  Therefore, the limited number of units in this 
portfolio that used HOME on their initial development means that HOME may be 
an important source of funding to preserve many of the Year 15 projects. 
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• Right-of-First Refusal: Forty-eight percent of the respondents indicated that 
their partnership agreements included a Right-of-First Refusal, which allows non-
profit sponsors to purchase the property by assuming the existing debt and paying 
any tax obligation of the investor partner.  Approximately 4% of respondents did 
not know.  Therefore, it appears that most of the non-profit projects do have this 
option available to them. 

 
• Exit Tax Liability: Sixteen percent of respondents indicated that they believe 

they will have an exit tax liability, but 22.2% of the respondents indicated that 
they do not know whether they have a liability or not (see Attachment C.7).  Over 
44% skipped this question, including for-profit sponsors for whom this question is 
not relevant. However, many not-for-profit sponsors also skipped this question, 
indicating that they do not know the status of their exit tax requirements. This 
represents another significant risk area, as for profit and individual investors may 
require not-for-profit project sponsors to pay exit taxes in order to purchase the 
property or partnership interest and retain the property. 

 
• Reserves Available: Only 12.3% of respondents believe that their projects have 

adequate reserves to pay exit taxes, while close to 14% indicated that the projects 
do not have adequate reserves.  Another 30% of respondents did not know 
whether there are adequate reserves (see Attachment C.8). This represents a 
significant unknown risk.  Without individual analysis of each project, it is not 
possible to evaluate the level of reserves needed to cover exit taxes, transaction 
costs and rehabilitation needs.   

 
• Rehabilitation Needs: Sponsors indicated that only 13% their projects are in 

need of extensive rehabilitation. Most (76%) respondents indicated they do not 
have significant rehab needs, with close to 10% of the respondents saying they did 
not know if their projects needed extensive rehabilitation.  Given that 82% of the 
projects within the 2006-2011 portfolios were newly constructed when they were 
placed in service, this is a reasonable expectation, and probably indicates that the 
number of projects seeking re-syndication to complete rehabs will be small (see 
Attachment C.10). 

 
However, over 55% of the projects do not have a recent capital needs assessment, 
and 15% of respondents did not know or did not respond to the question 
regarding capital needs assessment (see Attachment C.9).   
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VI. Work Group Recommendations 
 
The Work Group made recommendations based on their understanding of the portfolio, 
the Best Practices Research, their knowledge of resources available in the state, and their 
knowledge of other issues, such as other preservation needs and resource generation 
initiatives. 
 
A. Risk Assessment and Technical Assistance: 
 
Work Group members agreed that the initial survey provides a good picture of where the 
portfolio and sponsors are in terms of their knowledge of Year 15 issues regarding the 
2006-2011 portfolio.  The group agreed that the survey was useful in terms of providing 
an overview, but at this point, any additional portfolio-wide risk assessments would be 
most productive if directed toward a particular outcome, such as support for funding 
initiatives or legislation related to tenant protections.  The group also concluded that any 
further risk assessments would need to be set within a local, political framework – since 
affordable housing may not always be considered a community asset in some districts.   
 
Additional technical assistance and training will be needed on a project specific basis to 
help groups statewide to plan for and implement specific preservation strategies for their 
projects.  

 
Specific Recommendations 
Make the report of the Work Group widely available and accessible to sponsors and 
jurisdictions.  Outreach strategies include: 

• HDC: Post on HDC website.  E-mail all survey participants with the 
recommendation that they advise their local jurisdiction of the expiration of the 
Year 15 compliance period and any issues that may arise (e.g. loss of 
affordability or funding needs.  Include project location information in an 
attachment.  

• HUD: Circulate to Oregon CDBG/HOME entitlement jurisdictions. 
• AOCDO: Post on its website and advise members about preservation issues. 
• OHCS: Regional Advisors to the Director (RADS) discuss with or circulate to 

the jurisdictions within their regions.  Identify a preservation contact person with 
responsibility to coordinate and stay abreast of preservation issues and challenges 
regarding the full range of housing projects at risk of loss: LIHTC, Project-based 
Section 8, Rural Development, manufactured home parks, and condominium 
conversions. 

• NPF: Use HUD/NPF funds to make technical assistance training on preparing for 
Year 15 expiration available statewide. 

• OHCS/PDC: Allow use of a capital needs assessment models that are both less 
expensive and more useful for planning.   

• All: Encourage jurisdictions to initiate risk assessments and monitor capital needs 
assessments to better understand the potential risk and cost to preserve affordable 
housing. 
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B. Qualified Allocation Plan (QAP): 
 
The Work Group supported inclusion of Year 15 Projects as eligible for the State 
preservation “Set Aside”, which would allow Year 15 projects to compete for 9% 
LIHTC’s twice a year as well as qualify under the statewide set aside.  The Work Group 
participants had a range of opinions on the both prioritizing projects within the set aside – 
with some advocating for more objective scoring criteria and others believing that the 
criteria needed to be more subjective, to allow the State to evaluate projects on their 
merits and on local market conditions.   
 
The Work Group was sympathetic to the competing demands and priorities for the tax 
credits, and encouraged the State to explore further the strategy of leveraging or 
“burning” Bond Volume Cap, a preservation strategy for both LIHTC and other 
preservation projects being used extensively nationally.  Because the group was not 
familiar enough with this strategy, the ir recommendation was for evaluation of this 
strategy, rather that a recommendation that the State adopt the strategy at this point.  
 
Because both the number and types of projects reaching the end of their Compliance 
Period varies year varies year to year, there was support for someone (the State, 
AOCDO) monitoring of the demand for tax credits by Year 15 LIHTC projects, 
potentially by contacting sponsors in advance regarding their Year 15 Transition Plans.  
There was also discussion about the timing of LIHTC Year 15 projects applying for 
credits. It was clear that more discussion is needed on the allocation of credits and timing 
of credit allocation issues, due to technical issues related to the timing of exiting the 
partnerships and meeting new 10% carryover requirements. 

 
Specific Recommendations to OHCS 

• Retain the 25% set-aside for preservation and monitor the demand to assess its 
adequacy. 

• Specifically allow expiring LIHTC projects to qualify for preservation credits 
even if they do not have PBA (this has been included in the 2007 Draft QAP). 

• Evaluate projects based on the following factors: 
o Physical condition/ location of the project: How good a physical asset is 

the property, how valuable is having a project in that specific location, 
and how easily/ cost effectively could the project be replaced? 

o Market conditions : How much below market are the restricted rents on 
the project, how much supply of housing is there in the area at the 
restricted rent level compared to market need? 

Rent Subsidies: Are there federal rent subsidies that would be lost if the 
project was lost? 

o Ownership issues regarding compliance: Is the project sponsor someone 
who will likely continue to meet compliance requirements based on past 
performance? 

o Tenant population: How vulnerable is this population?  What are their 
incomes, rent burden, risks if displaced – including their ability to 
relocate successfully and be successful in other available housing? 
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• Clarify technical issue regarding timing of the application and status of 
“borrower”.  

• Create a list of potential purchasers to notify when a request for a qualified 
contract is received. 

 
Qualified Contract Process Update: OHCS has issued a draft process for project owners 
that want the State to identify a purchaser through the Qualified Contract Purchase.  See 
the Oregon Housing and Community Services website (http://www.ohcs.oregon.gov). 
  
C. Tenant Notification: 
 
The Work Group identified notification as one issue that cuts across a preservation types 
and original funding sources - HUD, Rural Development, and LIHTC – and as such 
would best be addressed comprehensively.  While the Work Group would support the 
preservation as many affordable housing units as possible (or as make sense based on the 
factors above), they recognize the financial challenges this presents.  Absent the 
preservation of units, the Work Group encourages notification the protection of tenants 
by giving adequate notification of pending sale, by facilitating the transfer of projects to 
an entity committed to ongoing affordability, or by providing relocation assistance if 
necessary. 

 
Projects funded by OHCS, HUD, and Rural Development have different notification 
requirements, and provide different levels of protection for tenants.  There is no single 
agency assigned responsibility for notification, which can be confusing for funders, 
sponsors, advocacy organizations, and tenants.  There are still unanswered questions in 
the area of notification, but there was consensus that a web-based clearinghouse similar 
to Minnesota’s best practice would address some of the concerns. 

 
Because of their statewide influence and legislative and advocacy agendas, AOCDO, the 
Community Alliance for Tenants and the Housing Alliance may be best positioned to 
address the issue of tenant notification.  However, these groups will be meeting to outline 
strategies as none of them currently has the capacity to take on this issue without partners 
and additional support. 

 
Specific Recommendations: 

• AOCDO: Convene meeting of funders (OHCS, HUD, RD), sponsors, and 
tenants’ rights organizations to further define notification challenge and potential 
solutions. 

• OHCS: Investigate the possibility of hosting a web-based clearinghouse where 
sellers could provide notice of interest to sell and potential buyers could register 
to receive notice.  (Similar to the “Opt-Out Log” maintained by State of 
Minnesota (www.mhfa.state.mn.us) 

• HDC: Share LIHTC contact list with other non-profit organizations who may be 
interested in purchasing Year 15 Projects. 

 



Final Report 
Risk Assessment of Oregon’s LIHTC Projects Expiring 2006-2011 

16

D. Funding:   
 
There is a need for additional funding at both the State and local level to preserve the 
existing affordable housing while continuing to expand the supply of affordable housing 
with new projects.  Using a format borrowed from other states, we have included a chart 
that shows rough estimates of potential overall preservation costs for this portfolio, based 
on percentage of units that need funding and a range of needed funding per unit (see 
Attachment D: Funding Levels to Preserve Units).   
 
Based on other states’ data, preserving all of the expiring Year 15 units over the next six 
years would cost between $66 million and $263 million, depending on the level of 
rehabilitation needed to preserve the units.  Because most of these projects were new at 
their placed in service date and do not have extensive rehabilitation needs (according to 
76% of the survey respondents), in addition to the high participation from non-profit 
syndicators, it is possible that Oregon’s costs could be in the lower ranges shown on 
Attachment D.  Regardless of the funding available, the preservation of the expiring units 
will require creative approaches. 

 
Specific Recommendations: 

• Housing Alliance: Include preservation of existing affordable housing in the 
Housing Alliance agenda.  Encourage the State to apply the criteria outline in 
Section C above as the criterion for making funding decisions regarding 
preservation, including Year 15 projects. 

• OHCS: Investiga te a policy change for projects that leverage (or burn) Tax 
Exempt Bond volume cap to access non-competitive LIHTC as a means of 
preservation, while allowing partial pay-downs of bonds as a means to keep rents 
low.  (This strategy has been employed effectively by other states to preserve 
projects, including LIHTC).  

• OHCS/PDC/and local jurisdictions: Encourage owners to evaluate capital 
needs, exit tax obligations and Year 15 Transition Plans, and evaluate impact of 
Year 15 Projects across each jurisdictions portfolio to better understand the need 
and prioritize financial resources.  

• OHCS/HUD/PDC/and local jurisdictions: Explore options and allocate funds 
to support technical assistance for organizations developing and implementing 
project preservation strategies. 

 
E. Best Practices – Looking Forward: 
 
The more the Work Group learned about the issue of expiring tax credits, the more they 
realized that sponsors need to be thinking about their 15-year exit strategy well before 
Year 15, and in fact, should be planning for it as they develop their tax credit 
partnerships. 
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Specific Recommendations To Non-Profit Sponsors 
1. During Initial Negotiations on New Projects: 

• Request that potential investors outline their Year 15 terms during the 
investor selection process. 

• Find out how potential investors are treating current Year 15 projects. 
• Reach (written) agreements with investor about willingness to limit losses 

and avoid exit taxes as part of the initial agreement. 
• Obtain copies of original financial projections (operating proforma fifteen 

year projections and the investor’s calculations on Internal Rate of 
Return). 

• Reach agreement with investors on use of reserves before/ at Year 15. 
 

2. During Compliance Period: 
• Know the project documents: terms of partnership, loan terms (including 

prepayment penalties, balloon payments), and OAHTC expirations. 
• Monitor capital accounts and exit tax obligations (projecting to Year 15). 
• Work with a tax accountant as necessary to limit exit taxes during Years 

10 – 15. 
• Complete periodic capital needs assessments, capital needs plans and 

monitor capital reserve balances.  Reach agreement with investor on use 
of reserves before Year 15. 

• Begin developing exit strategies no later than Year 11. 
 

For more information, contact Molly Rogers at the Housing Development Center, 
molly@hdc1.org or (503) 335-3668. 
 


