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PROGRAM DESCRIPTION

AND REQUIREMENTStc \l1 "XII. PROGRAM DESCRIPTIONS
AND REQUIREMENTS
OREGON AFFORDABLE HOUSING TAX CREDIT

(OAHTC) PROGRAMtc \l2 "OREGON AFFORDABLE HOUSING TAX CREDIT
(OAHTC) PROGRAM
Introductiontc \l3 "Introduction
The 1989 Oregon Legislature created the Oregon Affordable Housing Tax Credit (OAHTC) Program.  Under the OAHTC Program, the Department has the authority to certify tax credits for projects.  Through the use of tax credits, lending institutions are able to lower the cost of financing by as much as 4% for housing projects or community rehabilitation programs.  Only fixed-rate financing will be eligible for this program.  In exchange for this tax credit, the tenants will get lower rents for each dollar of credit taken by the bank.  This is a project-specific requirement based on the credits taken by the bank or designee.

Program Requirements
Sponsors must demonstrate in writing that the benefits of the project’s reduction of interest will be passed on to the tenants in its entirety.  This benefit is reviewed at initial rental or purchase and throughout the term of the credit, benefiting households at 80% or less of the area median income level at initial occupancy.  (See the exception below)
tc \l3 "Program Requirements
OAHTC must be used to lower rents after all other OHCS subsidies have been applied. A project utilizing other OHCS programs must meet the minimum requirements of those programs, and meet department underwriting parameters, before OAHTC will be considered. For example, if an applicant applies for LIHTC and indicates they are targeting 60% median income rents, the application must show the project is financially feasible at the targeted 60% median rents without the OAHTC subsidy. 

The OAHTC subsidy will then be applied to reduce rents.  This subsidy, which in effect is the savings generated by the lower interest rate, must be passed through directly to the tenants in its entirety.  However, such pass through need not be distributed evenly among the units.  Some units may receive more of a reduction than others, subsequently driving those rents down to even deeper levels.  After OAHTC is applied, the rents for all units receiving the OAHTC subsidy must be less than the market rate rent for comparable units in the general market area.  The Department’s preference is that post-OAHTC rents are at least 10 to 20% less than the comparable market rents.
If OAHTC is requested but not received, project rents must be at or below the area’s comparable market rents to obtain an award of any other department resources.

The applicant is required to submit two income statements in the pro forma; one showing the project's rents at the targeted levels with financing at market lending rates and one showing the project's targeted rents reduced by the amount of interest savings generated by the lower interest rate on the financing.  The Expense Statement should not change with the exception of reflecting the reduced debt service.
Exception:  There is an exception to the savings pass-through requirement.   If the project is affordable housing, currently financed by HUD or RD and has a contract for rental assistance from HUD or RD on at least 25% of the units in the project, the requirement to pass the interest savings on to the tenant is waived.  The project must still meet all other funding program requirements. Rental assistance provided must be maintained by the qualified borrower for the term of the tax credit.
A letter from the lender indicating its willingness to participate in the OAHTC program must accompany the application.  The lender will be required to submit an annual report with a fee equal to 5 % of the tax credits claimed for the prior calendar year by the banking entity.

Termtc \l3 "Term
Tax credits may be claimed to reduce Oregon tax liability for a period not to exceed 20 years, reduced by the term of the loan if less than 20 years.

Eligible Sponsorstc \l3 "Eligible Sponsor
An eligible sponsor is a borrower who is a nonprofit corporation, state, or local government entity including, but not limited to a housing authority, which may be a controlling general partner in a limited partnership.  A sponsor may be any person including a nonprofit/for-profit or local government entity, but not limited to a housing authority, that enters into restrictive covenants regarding the rents on the property and eligibility of occupants. A sponsor may be a borrower which re-loans the proceeds of a loan to participating individuals in a community rehabilitation program.

Eligible Beneficiariestc \l3 "Eligible Beneficiaries
This program serves low-income households earning less than 80% of the area median income as defined by HUD.  This area median income will be further capped by other OHCS grant subsidies as required by LIHTC, HOME, Trust Fund, Low Income Weatherization, Housing PLUS and HELP.  Rental units covered by Section 8 Project Based Assistance (PBA), or other project based rental assistance, are not eligible to be used to demonstrate pass-through savings for the Program.
Additional Program Requirementstc \l3 "Additional Program Requirements
· A letter of intent from a qualified lender is required before a conditional commitment of tax credits in the form of a Reservation will be made.  This letter should contain, at a minimum, the following:  amount of the loan; rate and terms; specific conditions pertaining to the project; and a statement indicating what the sponsor would need to do to advance the letter of intent to a commitment.  A Reservation of Credits is valid for 180 days and may be extended at the sole discretion of the Department.

· A firm commitment of financing from a qualified lender is required before a final commitment of tax credits in the form of a Certification will be made.  At this point, pass-through of the tax credit to the tenants will be re-checked before a certification is released.  Applicants should be prepared to provide the spreadsheet pro forma pages to the Housing Development Representative to demonstrate pass-through compliance.   Also, the sponsor must verify that the interest rate is correct for the certification amortization schedule and notify the Housing Development Representative if the interest rate or bank entity has changed.

· The borrower must execute restrictive covenants to be recorded at the time of permanent loan closing.  A final check of pass-through rents will be performed.  If the applicant has not provided updated pro forma pages, the Department may request the sponsor to provide forms for review before loan closing.  A restrictive covenant will be provided for recording after the pass-through analysis is completed.
