2004 Farm Worker Housing Tax Credit Program

The Farm Worker Housing Tax Credit Program was established by the Oregon Legislature to provide a tax incentive to those constructing, rehabilitating or installing housing for agricultural workers.  Farmers, developers and non-profit organizations planning these types of projects may qualify for the tax credits.

The total of all farm worker housing tax credit projects is subject to an annual $7.25 million estimated eligible cost “cap” specified in ORS 315.167.  A “soft set-aside of $500,000 of that amount will be reserved for on-farm projects, which will receive a priority until that amount is reached.  If that amount is not reached by the end of the calendar year, then the remaining amount that would otherwise be applied to such projects will be awarded to the next otherwise-eligible project in line. Renovation costs for normal wear and tear of existing structures are not eligible for tax credits.  New construction, acquisition, and rehabilitation costs to improve the livability of existing structures are all eligible activities.

Tax credit awards are made based on estimated eligible costs indicated on the application. “Eligible Cost" includes acquisition of structures or improvements, development costs, finance costs, construction costs, excavation costs, installation costs, and permit costs, but excludes land costs. 

The taxpayer is allowed to take a credit equal to 50 percent of the eligible costs actually paid, but not exceeding the estimate of eligible costs approved by Oregon Housing and Community Services (“OHCS”). By statute, the credit may begin to be taken for the tax year in which the farmworker housing project is completed.  It may be taken over a time period of no fewer than five nor carried forward for more than 10 years from that date. The credit allowed in any one tax year may not exceed 20 percent of the total amount of the credit.  

An owner of operator of farmworker housing may transfer a portion of the credit to one or more contributors in portions that do not total more than 80 percent of the total credit the owner or operator may claim.  (NOTE: this will change in 2005, when 100% of the credits will become transferable.)

Units for which tax credits are awarded must continue to be operated as farmworker housing for a period of at least 10 years after completion of the project, unless OHCS grants a waiver of this requirement after the project has been in compliance with it for at least five years. 

· Applications must be submitted within six months after beginning work on the project.  NOTE:  This grace period is a change from 2003.

· NOTE:  Who needs to apply for the credit has changed since 2003 as well.

1) If the owner or operator of a farmworker housing project will claim the tax credit directly, then the owner or operator should submit the application.

2) A “contributor” that will claim the tax credit indirectly by purchasing it from a developer will need to submit his or her own application.

3) If one portion of the credit is to be claimed by the owner or operator and the remainder is to be claimed by a contributor whose identity is known at the time of applying, the owner or operator and the contributor must submit the application jointly.  (As explained above, this will be the case in which any of the credits are transferred in the 2004 calendar year, when the identity of the contributor is known at the time of applying, as the 80% limitation on transferability continues throughout that time period.)
OHCS will send a letter of credit approval for approved projects to the relevant applicant(s), specifying which portions of the credit may be claimed by each.

· NOTE:  Another change is that if the owner or operator elects to transfer some portion of the credits after the date that OHCS has issued a letter of credit approval to the owner or operator, the owner or operator and the contributor must jointly file a statement with the Department of Revenue stating the portion of the credit the contributor is allowed to claim, and any other information the Department of Revenue may require by rule. 

· Applications are processed in chronological order, based on the date received. 

· Incomplete applications will be returned.

· Complete applications will be evaluated by Oregon Housing and Community Services Department for viability and readiness to proceed.

· Awards will be made to projects that are ready to proceed to construction in the current year to assure the limited tax credits available are utilized to provide housing for the current season whenever possible.  Administrative rules allow for 60 days following submission of the application for completion of the evaluation process. 

· Tax credits are awarded based on estimated costs as outlined in the application.  The statute does not make allowances for cost estimate revisions to previously awarded projects.

· NOTE:  Another change is that in 2004, a “soft set-aside” of $500,000 of the total $7.25 million cap will be reserved for on-farm projects, which will receive a priority until that amount is reached.  If that amount is not reached by the end of the calendar year, then the remaining amount that would otherwise be applied to such projects will be awarded to the next otherwise-eligible project in line.

· Once the $7.25 million overall “cap” has been reached, applications may be retained on a standby basis.  If funds become available, standby applications will be processed in chronological order.

· Additional information and applications can be obtained by calling the Oregon Housing and Community Services at 503-986-2148.

General Information

Last Revised:  December 31, 2003


