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1 In this manual, we assume that the partnership’s tax year is the same as the calendar year. 
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2 As discussed in 8 below, you should consult with your accountant to ensure there are no book and 
tax differences. One way to do this is to compare Box N on the limited partner’s Schedule K-1 to the 
statement of the limited partner’s capital account contained in the notes to the audited financial statements). 
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       Terms       Section   Agreement 
 
What is the Purchase Option formula?      ___________________     _____  ____________________ 
 
What is the estimated price based on the formula?  $_____________      _____  ____________________ 
 
What is the RFR formula?   ___________________      _____  ____________________ 
  
What is the estimated price based on the formula? $______________      _____  ____________________ 
   
For each provision noted above, indicate: 
 
What is the Definition of Debt? 
____________________________________________________________________ 
____________________________________________________________________ 
 
What is the Definition of Taxes? 
____________________________________________________________________ 
____________________________________________________________________ 
 
What is the Definition of FMV? 
____________________________________________________________________ 
____________________________________________________________________ 
 
What Approvals are required to exercise the Purchase Option and/or RFR? 
____________________________________________________________________ 
____________________________________________________________________ 
____________________________________________________________________ 
 
What other Conditions must be satisfied to exercise the Purchase Option and/or RFR? 
____________________________________________________________________ 
____________________________________________________________________ 
____________________________________________________________________ 
 
When can the Purchase Option and/or RFR be exercised? 
 
 Any notice periods?  __________________ 
  

Date for closing:  ___ days after exercise 
 
Are there any Extended Use or Affordability Restrictions or Special Covenants? 
____________________________________________________________________ 
____________________________________________________________________ 
 
Are the Purchase Option and/or RFR assignable to another party? If so, terms? 
____________________________________________________________________ 
____________________________________________________________________ 
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3 This is an assumption for illustrative purposes only, and is not based on any discussions with, or 
representations by, any limited partner.  The FMV rarely exceeds debt on CDC tax credit projects. 
 

Example #1: Assume the following project profile: 
 
FMV: $1,000,000 
Debt: $2,000,000 (two deferred payment loans from NYC) 
 ($1,600,000 outstanding principal balance) 
 ($400,000 in accrued interest) 
 
Because Debt in this example exceeds the FMV, the limited partner may be willing to 
accept a sale price of $2,000,000 (constituting the assumption of Debt). In order to assume 
the Debt, the purchaser would need to obtain lender consents as described below under 
Chapter 6, p. 12. 

Example #2:  
 
Assume instead that the FMV is $2,000,000 and the Debt is $1,000,000.  In this scenario, 
the purchase price would be $2,000,000. 
 
If the purchaser can assume the Debt, the purchaser would only be required to pay 
$1,000,000 in cash; otherwise, the purchaser would need $2,000,000 in cash to cover the 
total purchase price, including the payment of Debt. 
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4 Because of the different methods under which interest is accrued for federal income tax purposes and how 
it is accrued based on the terms of the note, there may be a difference between the federal income tax basis 
and the book value basis of the debt. This can be a complicated analysis, and you should consult your 
accountant or consultant. 
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5 Source: NEF. 
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6 In some of the early deals, general partner loans may not be considered debt for purposes of the distribution 
rules under the limited partnership agreement. As a result, some limited partnership agreements may provide for a 
distribution to the limited partner in order to pay capital gains taxes before payment of certain loans made by the 
general partner. 
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7 An “opt-out clause” generally allows the low-income rent and residency restrictions to lapse, but only if 
the local housing authority is unable to find a buyer who will purchase the project at a minimum price (Debt plus 
Taxes plus equity contributed by the limited partner) within a certain period of time, and be willing to operate the 
project subject to the restrictions. 
 

 
Affordability (Income and/or Rent) Restrictions: 
 
Description: ________________________________________________________ 
Term: _____________________________________________________________ 
 
Description: ________________________________________________________ 
Term: _____________________________________________________________ 
 
Description: ________________________________________________________ 
Term: _____________________________________________________________ 
 
Terms of any Opt-out Clauses: 
__________________________________________________________________ 
__________________________________________________________________ 
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8 Note that this does not account for any “gross up” (this concept is discussed below). 
9 You should discuss this with your accountant to verify how much taxable income the limited partner 
would have to recognize on sale. There may be a discrepancy between the tax and book accounting method 
used to calculate the capital account balance on the tax return. Any discrepancy between the book capital 
account and the tax capital account needs to be reconciled to the tax accounting method. 
10 This formula assumes an infinite gross up, rather than a one-time gross up (which would be the taxes owed 
multiplied by 1.35 (assuming that the 35% tax rate is first applied)). 
11 Note that this short-cut method is for estimation purposes only. When actually determining the amount 



2006©Local Initiatives Support Corporation, New York City  19 

�
�'��'��������&���#
���
�����
(�'�.����������
��
� ����������������@��'��������''
���������'������
��
����
#��
�������#��'�������.������������
&�� �
���
���"'
������H-+)��
��'����
���#
��'�����
��'�� �����
�''
���������'������
�������
#�������������'���	��
 �������
(�'�����
�
�	
��
�������
#������#�
���
��
'��������''
���������'�������������
&��) +A���

��-'������

���
����������#�������
���������
� �����
��
��������
'���������
&���
#��
�����������������@��2
 ���+5>,.�"'
������H-+) +9�
�
;�����������&������
#��
����

���'������

��#
��'�� '������	��
���&�����&�83 �4�L� �������
�������:��
�
�
����
��	?� 	�#�	
���F��1�	�)�1�(����
�
 4<��

�
�
�
�

                                                                                                                                                          
of taxes due, your accountant will need to conduct a more thorough analysis, taking into account any booktax 
differences from previous years. 
12 See footnote 10. 
13 An alternative methodology is to trend losses based on past losses (derived from the tax returns) and knowledge 
of the project’s expected losses. In addition, there are circumstances in which future losses will not be allocated to 
the limited partner, and therefore the limited partner’s capital account may not go as far below 0 as was projected. 
14 Source: NEF. 
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15 Source: NEF. 
16 See footnote 10 
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17 Definition: The rate of interest used in calculating the present value of future periodic payments. 
18 Source: NEF. 
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Actual    Projected at End of Year 15 
 
Operating Reserve Balance   ______________  ______________________ 
Replacement Reserve Balance  ______________  ______________________ 
 
Treatment of Partnership Assets (eg, reserves) at Sale or Disposition: 
     Priorities 

1st _______________________________________________________________________________________ 

2nd _______________________________________________________________________________________ 

3rd _______________________________________________________________________________________ 

4th _______________________________________________________________________________________ 
 

Lender Consents Required for Use of Reserves at Sale or Disposition? 
______________________________________________________________________ 
______________________________________________________________________ 
 
Limited Partner Consents Required for Use of Reserves at Sale or Disposition? 
______________________________________________________________________ 
______________________________________________________________________ 
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   What is the anticipated cost of repair/replacement needs over the next 2, 5, 10 years? 
 
   2 Years: 

In-house Assessment:       ______________ 
Third Party Assessment:   ______________ 

  
   5 Years: 

In-house Assessment:       ______________ 
Third Party Assessment:   ______________ 

 
   10 Years: 

In-house Assessment:        ______________ 
Third Party Assessment:    ______________ 

 

 Projected amount of replacement reserves at end of Year 15 (see Tab 11): $_________ 
 
 Permitted uses of replacement reserves at sale/dissolution (see Tab 11)?: 
 
    Priorities 

1st _________________________________________________________________________ 

2nd _________________________________________________________________________ 

3rd _________________________________________________________________________ 

4th _________________________________________________________________________ 
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Purchase Price:      ? FMV 
? Debt 
? Debt + Taxes 
? Other? ____________ 

Purchase Option:    ____________________ 
RFR:       ____________________ 
Exercise Periods, if any:    Option:  _____________ 

RFR:  _______________ 
 

Total Outstanding Mortgaged Debt:    $ ______________ 
Total Related Party Debt:     $ ______________ 
Total Third Party Debt:     $ ______________ 
Total General Partner Fees:     $ ______________ 
Capital Gains Tax Liability:     $ ______________ 
Fair Market Value:      $ ______________ 
 
Long-Term Use Restrictions:     ______________________________ 
 
Total Closing Costs:      $ ______________ GP%: _________ 
 
Replacement Reserves 

Balance:      $ ______________ 
Permitted Uses:       ______________________________ 

Operating Reserves 
Balance:      $ ______________ 
Permitted Uses:     ______________________________ 
 

Capital Needs:      $ _____________ over 2 years 
$ _____________ over 5 years 
$ _____________ over 10 years 

 
Required Lender Consents:     ______________________________ 

______________________________ 
______________________________ 
 

Purchase of Limited Partner Interest or Property   ? LP Interest   ? Property 
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19 After payment of closing costs, transfer taxes, and set-aside of reserves for winding up of the limited 
partnership (in the event of a sale of the property). 
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20 Source: NEF. 
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