
To purchase 

the project at the

end of year 15,

sponsors must

develop a proposal.

home

It is best to start evaluating organizational goals
and interests two to three years before the advent of a
project's year 15. Attorneys and accountants can
help review the partnership agreements and loan
documents, evaluate the financial operations of
the project and formulate possible new owner-
ship entities.

Determine the Project’s Viability
Sponsors should consider these issues when
determining a project's future viability.

1. Examine Current Operations : Evaluate the
present and potential financial operations.

2. Investigate Market Trends : Understand how
the property is positioned relative to current
market trends and ongoing rent restrictions.

3. Consider Operating Expenses and Debt Service :
Analyze the current operations of the project and
future pressure on operating expenses, including
utilities and property insurance. Has the project
enjoyed property tax abatement, and if so, will it
continue in the future?  Will net operating

income after payment of operating expenses be
sufficient to service the new or assumed debt ?

4. Identify Capital Needs: What are the immedi-
ate and future capital requirements to maintain
the housing to meet safety and sanitary stan-
dards, as well as to remain viable in the future
marketplace?  Are the capital needs substantial
enough to suggest a resyndication strategy (i.e.,
applying for new 9 percent or 4 percent LIHTCs)? 

FORMULATING A 
PURCHASE PROPOSAL
NEF, Inc. will seek a purchase proposal from a
sponsor or third party seeking to purchase a proj-
ect at the end of its year 15 compliance period.

The proposal should follow the following format in
written summary form, with relevant spread-
sheets or documentation attached.
1.)  Intended Ongoing Use of the Project
You should describe your plans for the project’s
future operations. More specifically:
--Outline plans for the continued affordability of 
the project, including the terms of continued
low-income use and the targeted rents. Also,
indicate whether there are any existing low-income
use restrictions that the project must continue to meet.
--List any special targeted populations and whether
there are committed or expected operating subsidies.
--Indicate whether you intend to resyndicate the project
and your expectations about the proposed trans-
action’s timeline.

2.) Outstanding Partnership Debt
The sponsor must review the amount and terms
of the existing partnership debt, and determine
how each component of the debt will be satis-
fied. Plan to do the following:
--Review documents for each loan, including the
promissory note, mortgage, and loan agreement
and any regulatory agreements to ascertain maturity
dates, interest rates and the extent of required
and deferred debt payments. Check to see if the
documents permit the sponsor or another specified
borrower to assume the loan from the partnership
(the original borrower) and if they require the
lender’s consent for that assumption or for a
change in ownership interest.
--Determine whether there are any regulatory or
land-use restrictions associated with the loan.
--Review financial audits prepared by the project
accountant, especially the most recent year-end
audit. They should provide details about the out-
standing debt’s amount, including outstanding
principal balances, accrued interest, and partner loans.
--Contact lenders directly if needed.

NEF,Inc.Outstanding Debt Analysis Worksheet 1 on
page 5 can help detail a project's outstanding
debt. The worksheet’s far right column asks
about your initial discussions with your lender
regarding assumption of the loan. For many
projects with soft secondary loans from government
agencies, the loan documents may not specifically
address the question of assumability when the
sponsor seeks to purchase the project from the
limited partnership. However, the lender may

neighbors
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To purchase the project at the end of year 15,
sponsors must develop a proposal and obtain
approval from NEF, Inc.
Purchase Proposal Components:

1.)  Intended ongoing use of the project.
2.)  Outstanding partnership debt, including

its amount and nature and how to satisfy its
payment or assumption.

3.)  Proposed purchase price.
4.)  Remaining cash assets.
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