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Approval of the State of Oregon
. 2012 Qualified Allocation Plan

Low Income Housing Tax Credit Program

I, John A. Kitzhaber, MD, Governor of the State of Oregon, do hereby approve for
implementation the 2012 Qualified Allocation Plan as presented to me by the Oregon Housing
and Community Services Department under the provisions of IRC Section 42, Executive Order

EO-87-06 and OAR Chapter 813, Division 90.

%% | [~ 7-2o/—
TWonc;rablé chZ()/Kitzhaber, MD, Governor of Oregon Date
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November 4, 2011 Via E-Mail ang US mian

Oregon Housing and Community Services
Attn: QAP - LIHTC Program

re: 2011/2012 QAP Draft
Comments

To Whom it May Concern:

Thank you for posting the draft Qualified Allocation Plan (QAP) for the Low Income

Housing Tax Credit Program (LIHTC) on the Department’s website for comment.

As a firm with more than 18 years of experience in assisting non-profit organizations

in Oregon to develop affordable housing using the LIHTC program we recognize the

importance of this governing Plan. I am confident that the changes proposed are well
intentioned, but I recommend that the Department pause and consider some possible
unintended consequences from instituting these revisions at this particularly fragile
time in our state’s economy. Overall the draft, i) increases the regulatory burden on
the agency as well as its partners in affordable housing; ii) will likely encourage a
lowering of investment equity pricing to merely the amount needed to preserve
Agency funding commitments prior to closing, and iii) creates uncertainty about at
what point, if any, during the development process a commitment has been made by
OHCS to provide funding to the project.

Our first recommendation is to extend the comment period for this QAP and
potentially hold some working meetings with legal, accounting and investment
professionals from the field to obtain technical input. There are several undefined
terms in the draft QAP that will create uncertainty and additional administrative
expense for the Department as well as its non profit partners. Requirements such as
“immediate notification...at all times” are broad and unclear. What will constitute
notification? What is “immediate” and what does “at all times” mean?  Since the
consequences of non compliance with this terminology is “all or part of the credits
being recaptured, reduced or returned” a definition would be best for all concerned.'
Generally, this broad, indefinite language also gives the impression that there is no
time limit for the Department’s determination of award. Thus, it will likely be
difficult and expensive for sponsors to obtain satisfactory legal opinions about
whether or not tax credits are awarded to the development. We would recommend
simply defining the notification process and advising whether it involves verbal
commitments, ongoing pricing discussions, written commitments, or other specific
provisions. Establishing a specific number of days or other benchmarks might be an
effective clarification as well.

" QAP Draft - Page 25.
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Additionally, these provisions give the impression that the Department is responding
to a crisis in its.portfolio. To our knowledge the universe of established awardees is
very small. Further, as among that group, the number of awardees that have
consistently had problems in delivering projects is even smaller. There is no doubt
that there have been serious problems, particularly in cash management and
construction administration, but the new provisions in this draft will not really solve
those problems; they will simply add to the burdens of administration and create a
more chaotic, ill defined operating environment. More direct and simple adjustments
can readily be made to address the problems the Department has experienced with a
small group of awardees without increasing its regulatory burdens.”

There are also a number of provisions in the current draft QAP that are likely to limit
the amount of equity investment coming to Oregon and the quality of developments
supported. For example, the statement that the Department’s funding may be
reduced just pricr fo the finance closing if the Sponsor raises additional equity will
likely result in lower equity prices, and fewer investment dailars in Oregon. Most
investors would not be motivated to pay a higher equity price if the other sources will
be withdrawn immediately. While investors probably are very welcoming of this
provision in the QAP, as it will definitely increase their investment yields, it will L\j&@
likely be suboptimal, in the end, for Oregon. Such a review can occurfs has been
done in the past, to prevent developer windfalls and to ensure that additional dollars
go to projects, not to developers.

While the proposed additional layers of regulatory requirements are no doubt
intended to make the highest and best use of existing housing dollars, they will not
only cost more money for the Department and its partners, they will be impractical to
administer consistently. In order to fairly apply these requirements to all projects the
Department would have to recruit a significant number of technically proficient
individuals. This would result in an impressive increase in administrative expense
during a biennium wherein basic services to Oregonians are being cut across the
board. 1f there were no simpler solutions to the current administrative problems the
Department faces, then this could potentially be justified. I am confident, however,
that more careful and simple approaches can easily be implemented without a major
staffing increase. Again, we recommend that you consider a short delay in
implementation of the proposed QAP as drafted, and convene a working group of
expetienced legal, accounting and investment professionals to assist either with better
defining the provisions of this QAP draft, or with finding, where possible, alternate
systems that will also ensure the most prudent use of scarce housing resources.

Sincerely,

Il

Anna L. Geller
President

% QAP Draft Page 25




‘ iregon Housing and Community Services
North Mall Office Building

John A. Kitzhaber, MD, Governor 725 Summer St NE, Suite B
Salem, OR 97301-1266

PHONE: {503) 986-2000

FAX:  (503)986-2020

January 3, 2012 TTY: (503) 986-2100
www.ohcs.oregon.gov

UM HOUSEHG
ompoameATT

Ms. Anna L. Geller p‘
Geller Silvis & Associates, Inc. -

4905 SW Griffith Drive, Suite 204
Beaverton, OR 97005

RE: Draft 2012 Low Income Housing Tax Credit Qualified Allocation Plan (QAP).
Dear Ms. Geller,

Thank you for the time and energy you committed to reviewing the draft 2012 Qualified Allocation
Plan. Your response was reviewed and discussed by the full team of managers involved with the QAP
and our agency’s Finance Committee. The topics and issues you raised deserve more than a simple
reply, but with the deadline for publishing a revised QAP upon us, we wanted to confirm what changes
would be making for the 2012 version of the document.

The Department’s work on revisiting all its policies and procedures is just beginning. With the issues
facing our economy and our partners, we feel it is time to step back and take a serious look at all the
ways our policies, practices, and priorities affect the development and preservation of affordable
housing.

Towards this effort, we hope to connect with you and other partners beginning in January. We can talk
further about the issues you identified in your letter and start the larger conversations about how we
can work together better as we face dwindling resources and increasing need.

The Department appreciates your support of utilizing scarce resources to their highest and most useful
potential in order to provide housing opportunities to Jow income Oregonians. The intent of provisions
referenced in the footnotes of your letter are to ensure efficient and effective use of scarce state
resources. Additionally, Section 42 requires the Department to limit the credit award to only the
amount needed for a project to be financially feasible. To this end, OHCS must be informed of pricing
and other sources to the project so that underwriting assumptions are kept current and accurate. OHCS
cannot say with exactitude whether or not the credits awarded at the beginning of the project will
indeed be the amount allocated at Form 8609's if a project receives additional resources or tax credit
equity. However, it is not the Department’s intent te unreasonably withhold funding awards that a
project needs to be viable. We have added language to clarify the intent of this provision and will
continue to work with partners on determining the highest and best use of scarce resources. The
proposed and revised language can be found on page 25 of the QAP:

if there is an increase in pricing subsequent to a reservation tax credits due to a rapid
inflation of equity markets, OHCS reserves the right to adjust the amount of a tax

&
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credit award or any other OHCS funding source. The Department may utilize the
following distribution formula as a guideline for avoiding project over-subsidization:

*  Upto 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.

Although the tax credit allocation amount may change based on Final Application analysis, this is not
the norm. In order to ensure that an applicant has adequate assurance from the Department to engage
commitments from other financing partners, the Department uses established timeframes for reserving
and allocating resources through the Reservation and Extended Use Agreement, Carryover Allocation
and Form 8609. To date, these benchmarks have been acceptable to both applicants and their funding
partners.

Thank you again for your comments regarding the Draft 2012 Low Income Housing Tax Credit Qualified
Allocation Plan. We appreciate you taking the time to meet and discuss these issues in person with us.
Further, we look forward to the dialogue in the coming months that will enable the Department, in
concert with its stakeholders, to find new solutions and opportunities to enhance the way we all
participate in the development and preservation of affordable housing for low income Oregonians.

ificeraly, 3 ,
00(@& N
Jod¥L. Enos

Tax Credit Programs Representative
Multifamily Housing Section

Cc: QAP
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November 4, 2011

Ms. Jodi L. Enos

Tax Credit Programs Representative
Oregon Housing and Community Services
725 Summer Street NE

Salem, OR 97301

Dear Ms. Enos,

Thank you for the opportunity to comment on the draft Qualified Allocation Plan. I appreciate the chance to help
guide Departmental policy in allocating its resources.

NHA fully supports all of the recommendations made by Oregon ON regarding the QAP. These seven
recommendations are entirely consistent with QAP revisions that Northwest Housing Alternatives (NHA) would

like to see. They are of great importance to the whole industry and, for this reason, I’ll start by repeating them in
full.

1) The concept of ‘financial feasibility’ should be defined to fully incorporate Owners’ Group
Recommendations.

Working together, OHCS and sponsors have learned a great deal about how to sustainably underwrite affordable

housing developments. These “lessons learned” are the basis of the Owner’s Group Recommendations, which
consist of the following points:

1. Underwrite for Financial Viability

2. Provide Rent and operating subsidies (for lowest income targeted units)

3. Plan for and Fund long term capital improvements

4. Fund resident services

5. Reduce costs of public reporting and compliance

6. Develop opportunities and adequate developer fees to support sustainability and growth

Current QAP has underwriting requirements that are inconsistent with the Owner’s Group Recommendations—e.g.
maximizing debt, using a 1.20 DCR in year 1, etc. These requirements should be revised in the 2011 QAP to fully
incorporate the Owner’s Group Recommendations and thereby ensure that current and future projects are truly
financially viable.

2) Market Studies (p. 18): The 3™ Party Market Study should be a 150-day condition, not an application
requirement.
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