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= Capital Stack
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= Form 8823




4% vs 9% LIHTC




New Construction

Bond Deals

9% 4%

Yes Yes — after CAA 2021
Yes No

Yes Not Usually

Private Mortgage

Bond Issuance

No

Yes

Upon occupancy

Re-cert existing tenants within
120 days, new tenants upon
occupancy

Month after BIN is PIS unless PIS
on 1st day of the month

Upon acquisition or Jan. 1 of the
year rehab is PIS




4% Vs 9%

= 70% PV / 9% / Competitive credits:
+Allocated to states based on population

+Reservations received based on a
competitive application process

+9% deals receive more equity because of
higher %




4% Vs 9%

* 30% PV / 4% / Tax-exempt bond
credits:

+Allocated to developments for financing
property with tax-exempt bonds

+Reservations received based on obtaining
tax-exempt bond allocation

+4% deals have much more debt due to
lower credit percentage per $1 of eligible
basis




Acquisition / Rehab LIHTC

= Mechanics of 1st year credit computation -

= Excerpt from IRS Form 8823 Audit Acquisition/Rehab

Guide page 4-30 = Applicable fraction for the first year of the

= Section of “Income Qualifying LIHTC period looks at the % of units or
Households during the First Year of the floor space (lesser of the two) that is
Credit Period” qualified occupied as of the end of each

month of the first taxable year of the
credits period

Unit | Jan Feb | Mar | Apr | May | June | July | Aug | Sept | Oct Nov Dec

= In acquisition/rehab deals, this
computation can be complicated when

1 LIHC | LIHC | LIHC | LIHC LIHC

2 LIHC | LIHC | LIHC | LIHC LIHC . .
units are being rehabbed throughout the
3 LIHC | LIHC | LIHC | LIHC LIHC . .
year, and tenants are potentially being
4 LIHC | LIHC | LIHC | LIHC LIHC moved around
5 LIHC | LIHC | LIHC | LIHC LIHC
: e lume lme lumne | e = Using a grid by building, unit and month to
T LIHC | LIHC | LIHC | LIHC | LIHC | LIHC | LIHC LIHC | LIHC | LIHC LIHC traCk Status IS helpr”

8 LIHC | LIHC | LIHC | LIHC | LIHC | LIHC | LIHC [ LIHC

9 LIHC | LIHC | LIHC | LIHC | LIHC | LIHC | LIHC [ LIHC LIHC | LIHC LIHC

10 | LIHC | LIHC | LIHC | LIHC | LIHC | LIHC | LIHC | LIHC LIHC | LIHC LIHC




Application Process




Capital Stack




Form 8609s and Form 8823




See THCDA Slides

= Form 8609
» Form 8823
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Impact of Receiving a Form 8823

» Impact of state inspection / audit - the process that could generate an 8823

= Steps to take once an 8823 is received from the state

= What happens to the 88237

= Who generates? Who gets copies

= What steps should be taken once the 8823 is received by the partnership
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» Gather and organization documentation; talk to CPA in determining
action steps

Impact of 8823 received by partnership - credit loss and/or recapture?

Must analyze the 8823 itself, and facts and circumstances that led up to its
issuance

Were there unit(s) out of compliance across a year end (or more than
one)?
Watch out for minimum set-aside IRS view of Form 8823




Impact of Receiving a Form 8823
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Consideration of impact on tax returns (before an IRS audit) - change in credit
claimed, recapture, need for amendments/AARs for previous years

What does it mean to get pulled for IRS audit?

Letter of intent to audit received by Partnership and Partnership Rep

= Watch out for correct "Page 1” address on Form 1065 each year - this
is where mail is sent

= Importance of Partnership Representative and Designated individual

Steps of IRS audit (variable depending on office/agent but can include)

Conference and/or site visit
Information Document Request(s),
Statute of Limitations extension,

Notice of Preliminary Partnership Examination Changes OR Closed Case
with no changes

Notice of Proposed Adjustment — OR file an appeal

Final Partnership Adjustment — partnership pays tax due OR pushout to
partnership (*watch for timeframe here)
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* k k k& ok ok * k ok * Kk k Kk KX

Bipartisan Budget Act (BBA) Roadmap for Taxpayers

FILING/AUDIT SELECTION

Taxpayer Files Retum Selected | Examination
Original Return For Examination

® For all tax years m \erification of Examination
beginning 01/01/2¢ PR by sxam steps to
and forward, team complete the
partnerships are audit issues
automatically BRA generally remain

unless taxpayer meets unchanged
the critena and “Bects under BEA
Outof BBA"ona procedures.
timely flled ratum

= Partnership
Representative (PR)
Iz designated on the
filed returm and wil
have sole authonty to
act on behalf of the
partnership

CENTRALIZED PARTNERSHIP PROCESS

if filed, must be filed
prior o issuance
of NAP

TIMEFRAMES

amination
Letter 22050
Letter 5893/5893A
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AUDIT PROCESS

. Notice of Prelim
Partnership Examination Changes

errsasasanap

ice of preliminas
partners

(summary repc Form
Letter 5895

Form 14791/886A

Letter 5891 adjus

. Motice of Proposed Partnership
Adjustment (NOPPA)

m Final imputed undemayment

(I} is determined

Taxpayer Can File
an Appeal

Partnership can
not appes an
issus/matter more
than once

270 DAYS

it (NOPPA)
Letter 5892/58924

14791/886A Form 14792/886A

Publication 5388 (Rev. 7-2021) Catalog Number 737208 Department of the Treasury Internal Revenue Service wwa.irs.gov

POST AUDIT**

> Modification » Final Partnership
Adjustment (FPA)

m Modification
requests may
be submittad to
reduce the IU
amount shown on
the NOPPA

PARTNERSHIP
PAY OR PUSHOUT*

- i

The partrership
s responsible

for providng

sl required
information to the *
IRS for review and -

approval of the CLOSING
request PROCEDURES

“Pushout Responsibilities

= Partrership is no longer lisble for the 1L

m Partnership will provide statements to its
partners, and the IRS, on what adjustments
and amounts, are being pushed out

45/90 DAYS

P adj
Letter 5875 Letter
Form 15027 Form 15027/886A

** For information about mandatory registration and

electronic fiiny ‘st Audit forms, see

hitps://www.irs.gov/BBAsSubmit
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