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Welcome and Introductions – Poll
Show of Hands

4

Who’s in the room? 
AM? Limited 

Partner? Agency? 
Accounting staff? 

Other? 

How many of you 
are involved 

negotiating front 
end operating 
agreements?
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National Portfolio Pipeline

▪ 2024 was a big year!

• Over 90,000 units reached Year 15 in 2024.  Which is one of the 

largest in the nearly 40-year history of the LITHC program.

• The large spike was generally due to Emergency Economic 

Stabilization Act of 2008 & the American Recovery and 

Reinvestment Act of 2009.

▪ Aside from the large 2024 spike, the projected trend continues upward.
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National Portfolio Pipeline (cont’d)



Y15 Overview

▪ IRS Section 42 refers to the IRS code that regulates the use of the 

LIHTC tax credit. 

▪ Each project has a 15-year compliance period and a 15-year extended 

use period. Tax credits are claimed by the investor on an accelerated 

timeline over 10 years. 

▪ By year 15, all the investor tax benefits have been claimed and 

generally, the investor seeks to exit the partnership.
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Y15 Overview continued…
▪ At this juncture you may seek to wholly own the partnership and it’s your job to 

determine:
• When your project reaches the end of the compliance period (Y15).
• Consider your repositioning goals and the investor interest.
• Assign staff to work on purchase plan – project manager, legal, accountant.
• Gather and review legal and financial documents.

• Identify the LPA purchase price, timing – purchase option or right of first refusal (ROFR), 
value calculation, waterfall, backend split

• Determine Capital needs
• Assess value – BOV and/or appraisal
• Formulate a purchase plan for ongoing use of the property 
• Negotiate exit with the limited partner
• Investor exit and repositioning
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Legal Considerations

▪ Determining Y15 - 8609s

▪ Negotiation/Disposition Timeline 

▪ The Limited Partnership Agreement

• Right of First Refusal vs. Purchase Option

• The Value Calculation

• The Operating Agreement Waterfall

• Forced Sale Provisions
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2006

2008

2010-2024

2020

2024-2025

Letter of Intent
Critical to negotiate exit 

strategy at LOI

Closing 

Partnership 

Agreement
Protect the concepts 

negotiated in the LOI

Project 

Operations

Revisit Exit 

Strategy
Analyze exit price, 

opportunities for early 

investor exit, estimate 
timelines needed for 

governmental 
approvals

Execute Exit
Assuming there was 

not an early exit, 

approvals should be 
submitted no later than 

2020

Negotiation Timeline
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PURCHASE OPTION
v. 

RIGHT OF FIRST REFUSALS

• Purchase Option:

• Unilaterally right to compel even an unwilling owner to sell.

• Common Law Right of First Refusal:

• Often require a potential bona fide purchaser for value.

• The ROFR is a preemptive right, prohibiting an owner from selling 
to a third party without first offering the property to the holder of 
the Right of First Refusal (typically meet or exceed price).

• Section 42 ROFR:

• Predetermined price

• Intended to accomplish a result
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Purchase Option 
▪ Sample Purchase Option Provision:

▪ During the period commencing upon the expiration of the Compliance Period and 
ending one hundred eighty (180) days thereafter, the Managing Member shall have 
an option to purchase the Apartment Complex from the Company at a price (the 
“Purchase Price”) equal to the greater of (i) fair market value of the Apartment 
Complex or (ii) Exit Taxes.

▪ Suggested Revision:

▪ During the period commencing upon the expiration of the Compliance Period and 
ending one hundred eighty (180) days three (3) years thereafter (which will be 
tolled during any period in which the Managing Member is under considerations 
for Agency or Lender approvals), the Managing Member shall have an option to 
purchase the Apartment Complex from the Company at a price (the “Purchase 
Price”) equal to the greater of (i) fair market value of the Apartment Complex or 
(ii) Exit Taxes.

▪ Notes: (1) cap the exit tax amount if it must stay, and (2) Capital Account analysis 
might require additional revisions

8/13/2025
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Fair Market Value
debt should be included in the calculation

▪ NOI (Revenues minus expenses): $150,000

▪ Cap Rate:  6.5%

▪ Value: $2,307,692

▪ Debt:  $5,000,000

▪ Fair Market Value: $1.00 ($2,307,692 - $5,000,000 is negative ($2,692,308)
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Cash Flow Waterfall (Operations)
Subject to the approval of the Lender, if required, Net Cash Flow shall be applied and/or distributed on 

each Payment Date in the following priority:

◦ first, an amount equal to the payment necessary to maintain the balance of the Operating Reserve 

Account equal to the Operating Reserve Minimum in accordance with Section 8.08(c);

◦ second, payments to the investor on account of guarantees; 

◦ third, to pay any unpaid Asset Management Fee to the Special Member as provided in Section 12.04(h) 

below;

◦ fourth, to the payment of the Deferred Development Fee Amount until fully paid;

◦ fifth, to the payment of any amounts due with respect to any Operating Deficit Loan(s) and then to the 

repayment of any amounts due with respect to Development Deficit Loan(s);

◦ next, ninety percent (90%) of any remaining amount of Net Cash Flow to the Managing Member as a 

preferred return with an equivalent income allocation; and

◦ finally, any remaining amount to the Members in accordance with their respective Interests.
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Refinance, Sale  and Capital Proceeds Waterfall (disposition)
▪ To the Investor Member on account of guarantees;

▪ To the Investor Member in the amount of any unpaid Asset Management Fee;

▪ To pay Deferred Development Fee, or income tax liability associated with the Deferred 
Development Fee for which the Managing Member has contributed funds under Section 3.05;

▪ To the Managing Member to repay any unrepaid portion of any Operating Deficit Loan, Credit 
Adjuster Advance, Development Advance (to the extent permitted to be treated as a loan from 
the Managing Member in accordance with Section 5.13), Additional Advance or Managing 
Member Advance; 

▪ To pay any cumulative unpaid Partnership Administration Fee;

▪ The balance, ninety percent (90%) to the Managing Member and ten percent (10%) to the 
Investor Member. 

8/13/2025
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Financial Considerations
▪ How to work with your CPA

▪ Information to collect – audits, tax returns, budgets, operating agreements

▪ Financial Review 

▪ Understand your tax return for Y15 – K1s

▪ Capital Accounts - cash distribution, GAAP vs Tax Basis, monitoring

▪ Implications of positive/negative capital account

▪ Waterfall- distribution on sale, LP/GP split 

▪ Investor benefits and losses

▪ Calculating Purchase price 

▪ Early exit - GP vs LP reasons

▪ Red Flags – potential tax issues?



Capital Accounts

▪ Each partner has a tax capital account.

▪ In essence, the tax basis capital account serves as a record of a partner’s 
changing stake in the partnership.

▪ The investor’s tax capital account balance at the end of Year 15 can play a 
large role for exit planning/strategies.

8/13/2025
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Capital Accounts (cont’d)

▪ What causes capital accounts go UP:

• Contributions of cash / property

• Annual allocation of net income (typically N/A in LIHTC projects)

▪ What causes capital accounts to go DOWN:

• Distributions of cash

• Annual allocation of net loss

8/13/2025
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Capital Accounts 
(cont’d)

Tracking of tax capital

0.01% 99.99% 100.00%
General Partner Limited Partner Total Partnership

Contributions 100                        10,000,000      10,000,100            
Distributions -                         -                         -                               
Net loss (10)                         (99,990)              (100,000)                 

End of year 1 90                           9,900,010        9,900,100              

Contributions -                         -                         -                               
Distributions -                         -                         -                               
Net loss (10)                         (99,990)              (100,000)                 

End of year 2 80                           9,800,020        9,800,100              

Contributions -                         -                         -                               
Distributions -                         -                         -                               
Net loss (10)                         (99,990)              (100,000)                 

End of year 3 70                           9,700,030        9,700,100              



Capital Accounts (cont’d)

8/13/2025
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Heads I Win, Tails You Lose – Capital Accounts

Capital Account

1 $10,000,000

2 -400000

3 -400000

4 -400000

5 -400000

6 -400000

7 -400000

8 -400000

9 -400000

10 -400000

11 -400000

12 -400000

13 -400000

14 -400000

15 -400000

Ending 

Capital 

Account $4,400,000

Capital Account

1 10,000,000$            

2 (1,500,000)$             

3 (1,500,000)$             

4 (1,500,000)$             

5 (1,500,000)$             

6 (1,500,000)$             

7 (1,500,000)$             

8 (1,500,000)$             

9 (1,500,000)$             

10 (1,500,000)$             

11 (1,500,000)$             

12 (1,500,000)$             

13 (1,500,000)$             

14 (1,500,000)$             

15 (1,500,000)$             

Ending 

Capital 

Account (11,000,000)$          

21% Tax Rate (2,310,000.00)$      

25% Tax Rate (2,750,000.00)$      

35% Tax Rate (3,850,000.00)$      
Darryl Austin

At any time after the expiration of the 

Compliance Period (Year 15): (i) the 

General Partners shall offer the 

Property for sale if requested to do so 

by the Investor Limited Partner, and 

(ii) the Investor Limited Partner shall 

be permitted to commence marketing 

the Property and obtain offers to 

purchase the Property.

Negative Capital 

Account
FORCED SALE PROVISION

Positive Capital 

Account
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Symmetry (or lack thereof):  Risk and Reward

Developer Guarantees

▪ Construction Completion Guaranty

▪ Lease-Up Guaranty

▪ Operating Deficit Guaranty

▪ Tax Credit Delivery Guaranty

Investor Back End?

Darryl Austin
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Year-15 Refresher 
– Case Study

Presented by:
Antonio A. Rodriguez
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Madison Park Development Corporation (MPDC)

• MPDC 60th Anniversary is in 2026

• 14 LIHTC Developments primarily in the 

Roxbury neighborhood of Boston, MA

• 1,249 Total Units

• 105,000+ sq. ft. of comm. space

• Nearly all of MPDC’s developments 

have undergone a Year-15 exit and then 

were refinanced/re-syndicated

• In the next 5 years, 4 developments will 

need to execute a Year-15 Exit

• MPIV will be my first Year-15 Exit!
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Case Study - Madison Park IV – Year 15 Exit

Madison Park IV
Roxbury, MA
Scattered Site Townhouses
Placed in Service – April 2012

143-Units –Unit Mix: (126) 2-Bedrooms, & (17) 3-
Bedrooms

Sect. 8 HAP Subsidy – 100% of Units until June 2028

LIHTC – 30%/60% AMI Set-asides
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Year-15 Exit – Consideration of Partner Goals

• Maintain/extend affordability of units

• Execute investor member exit

• Review potential for refinance, re-syndication, or 
disposition

• Execute ROFR and Purchase Option to transfer 
interest to MPDC affiliate entity

• Determine if major capital needs are required

• Green & sustainable upgrades are necessary to 
meet future City ordinance requirements related 
to carbon emissions – BERDO (Building Emissions 
Reduction & Disclosure Ordinance) 

• Exit Efficiently

Ownership (i.e. MPDC) Goals Limited Partner Goals

• Investor Limited  & Special 
Limited Partners intend to exit 
partnership by Year-End 2026

• Minimize Legal & Tax Liability

• Exit Efficiently

CHAM Conference 2025 27



Know Your Docs!

Limited Partnership/
Operating Agreement

LPA Table of Contents

CHAM Conference 2025 28



Know Your Docs! – Cont’d

Right of First Refusal (ROFR)

Purchase Option
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Year 15 Team

➢Attorneys

➢Appraiser

➢Accountant

➢ Title Agent

➢ CNA

➢Architect/ contractor - scope

➢Developer’s Project Manager/ FTE

Darryl Austin
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Transaction Costs
Time and Money

➢ Time!

➢ Appraisals (how well does the appraiser 
know Year 15 economics?)

➢ Title

➢ Transfer Taxes

➢ Replenish reserves or loan payments

➢ Asset Management Fees

➢ Sale proceeds

➢ Accounting/ Legal

➢ Specialist Coordination

Darryl Austin
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Best Practices - To Do List
▪  Determine when your project reaches the end of the compliance period (Y15)

▪ Consider your repositioning goals and the investor interest

▪  Assign staff to work on purchase plan – project manager, legal, accountant

▪ Gather and review legal and financial documents– Identify the LPA purchase 
price, timing – purchase option or right of first refusal (ROFR),value calculation, 
waterfall, backend split 

▪ Determine Capital needs 

▪ Assess value – BOV and/or appraisal 

▪ Formulate a purchase plan for ongoing use of the property 

▪ Negotiate exit with the limited partner
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Assembling Documents for a Purchase Plan
Partnership Agreement

▪ Purchase Option and ROFR – terms and timing 
of acquisition/sale

▪ Valuation of property 

▪ Disposition of reserves – operating and 
replacement

▪ Capital account deficit restoration requirements
 

Debt Agreements

▪ Outstanding balances
▪ Terms related to sale

▪ Mortgage repayment terms 

▪ Consents required to transfer ownership

▪ Reserves regulations

▪ Restrictive covenants of funding that could 
impact valuation – LDA, land lease, extended 
use agreements

Audits

Other Agreements
▪ Land Use Regulatory Agreement (LURA) - 

continued monitoring by HFA/ allocating 
agency

▪ Other reporting requirements

HFA
▪ Land Use Regulatory Agreement (LURA) – 

extended affordability, physical condition, 
tax benefits, control of reserves



Ask the Experts

▪ What questions do you have?
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Resources

▪ CHAM hosts and partners with thought leaders across the nation to 
provide you cutting edge information about best practices and trends in 
the asset management industry.

▪ https://www.novoco.com/periodicals/articles/as-more-than-90000-
lihtc-apartments-hit-year-15-in-2024-time-to-consider-options

▪ https://www.chamonline.org/webinars/new-initiatives-to-deter-year-15-
right-of-first-refusal-disputes/, May 2021
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  Thank You!  
Darryl Austin, Senior Counsel

Goldstein Hall PLLC

daustin@goldsteinhall.com, 

646-675-2882

Antonio Rodriguez, Senior Asset Manager

Madison Park Development Corporation

arodriguez@Madison-park.org

401-365-3301

Craig Staswick, CPA, Partner

Novogradac & Company LLP

Craig.Staswick@novoco.com

562-256-3555

Lisa Deller, Vice President Asset Management

National Equity Fund

ldeller@nefinc.org

917-816-0455
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