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STATE OF TENNESSEE

COMPTROLLER OF THE TREASURY
Justin P. Wilson OFFICE OF GENERAL COUNSEL Stephanie S. Maxwell
Comptroller James K, Polk State Office Building General Counsel

505 Deadcrick Street, Suite 1700
Nashville, Tennessee 37243-1402
Phone (615) 401-7786
Fax (615) 741-1776

Bulletin Number 2016-02
Taxation of Subsidized Affordable Housing

TO: Assessors of Property

FROM: Stephanie Maxwell, General Counsel W

DATE: April 29,2016

RE: ADOPTION OF NEW RULES FOR TAXATION OF SUBSIDIZED
AFFORDABLE HOUSING

On December 15, 2015, the State Board of Equalization adopted new rules (a copy of which
is attached to this bulletin as Exhibit 1) addressing the taxation of subsidized affordable housing. The
purpose of these rules is to define the value of subsidized affordable housing for property taxes ina
manner that is certain and predictable, that furthers the federal incentives to assure a reasonable
affordable housing supply, and that comports with state constitutional standards for ad valorem
taxation. The Attorney General’s office has approved the rules, and we filed them with the Secretary
of State on April 21, 2016. The rules will become law on July 20, 2016.

Under Rule 0600-10-.07, after these rules take effect, they shall apply to the tax period
beginning January 1, 2016 and all subsequent tax periods. Because of the late effective date of the
rules this year, though, there will need to be a modified first year implementation. Since taxpayers
have already missed the March 1 deadline to file an Election Form for LIHTC property (“Election

Form”), the assessor should allow late filing this year (by June 1) and then send an assessment change



Bulletin Number 2016-02
April 29, 2016
Page 2 of 4

notice once the Assessor completes the 2016 assessment for these properties (under Tenn. Code Ann.
§67-5-508(b)). If the taxpayer misses the June 1 deadline, the taxpayer can submit the Election Form
at the county board of equalization (as is permitted with the tangible personal property schedule). If
the taxpayer misses both the 2016 deadline and the county board of equalization adjustment, the 2016
assessment is final, but the assessor could accept a first time Election Form from the taxpayer for

2017. The taxpayer can appeal the restricted use component of his property on the usual appeal

schedule.

These proposed rules establish acceptable methods for property tax valuation of affordable
housing in three categories: 1) Internal Revenue Code §42 LIHTC (tax credit) housing; 2) loan
subsidized rural rental housing (§515 Housing Act of 1949); and 3) loan-for-credit housing (§1602
American Reinvestment and Recovery Act of 2009). In each of these categories, the rules attempt to
measure the property value contribution of the subsidy as a source of income or avoided expense
supplementing restricted (below-market) property rents. The proposed methods are derived from

value approaches approved in property tax appeal rulings involving these property categories.

Below please find a short description of the substance of the rules with respect to each of the

three categories of properties:

1) Internal Revenue Code §42 LIHTC (tax credit) housing;

Rule 0600-10-.03" will permit the owner of a new or existing’ §42 LIHTC (tax credit) housing

property to elect one of the following methods of attributing value to the credits:

1. Declining value. The tax credit subsidy would be valued as the
present value of all remaining (unused) tax credits as of January 1 of
the assessment year at issue; or

| The method set forth in Rule 0600-10-.03 is derived from the value approach approved by the Tennessee Court of
Appeals in Spring Hill, L.P., et al. v. Tennessee State Board of Equalization, 2003 WL 23099679 (December 31, 2003).
2 For existing §42 LIHTC (tax credit) housing as of the effective date of the rules, the taxpayer shall also elect one of the
above options, but just for the remaining period of the subsidy.
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2. Level value, The tax credit subsidy would be valued for each year
the credits continue, as the average of annual values of remaining
credits over the applicable Land Use Restrictive Agreement
Compliance Period (usually fifteen years).

Attached as Exhibit 2 are examples contrasting a conventional (unsubsidized) property

valuation with valuations of a tax credit property using each of the election methods described above.

Attached as Exhibit 3 is a 2016 Election Form, under which the taxpayer can notify the
assessor of his election under Rule 0600-10-.03(3). As you can see on the form, pursuant to Rule
0600-10-.06(1), if the taxpayer fails to notify the assessor of the taxpayer’s election, the assessor shall
choose either the “Declining Value” option outlined in Rule 0600-10-.03(3)(a) or the “Level Value”
option outlined in Rule 0600-10-.03(3)(b) and apply that method for each year until the particular
property’s subsidy is exhausted. The 2016 Election Form (Exhibit 3) explains why the Assessor may

want to elect the Level Value option if the taxpayer has not filed an election form by the 2016

deadline.

2) Loan subsidized rural rental housing (§515 Housing Act of 1949):

Rule 0600-10-.043 states that §515 rural rental (loan interest) subsidized housing will be
valued by adding additional property income in the income approach to value, representing the
difference between actual amortization and a typical (market) loan amortization for the year at issue.
This may require a periodic redetermination by the assessor regarding a typical market loan
amortization for each year the subsidy continues. Attached as Exhibit 2 are examples of valuing §515

property under this rule.

3) Loan-for-credit housing (§1602 American Reinvestment and Recovery Act of 2009):

3 The method set forth in Rule 0600-10-.04 is derived from the value approach approved by the Assessment Appeals
Commission in the Appeal of Troy Place Apartments (Final Decision and Order issued 1 1/12/93).
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Rules 0600-10-.05% states that §1602 forgivable loan housing will be valued by adding
additional property income in the income approach to value, representing the amount of loan principal
forgiven for the year at issue. Attribution for §1602 properties will continue for each year a portion

of loan principal is forgiven. Attached as Exhibit 2 are examples of valuing §1602 property under

this rule.

Implementation for New Versus Existing Properties:

Rule 0600-10-.06 sets forth the requirements to implement the value methods desctibed in
these rules for both new and existing properties. The restricted use component of value will be updated
by the assessor when the county is reappraised, or more often if the assessor is provided more current
property information or if the assessor is ordered to adjust the value in an appeal. These rules should
resolve how subsidies are reflected in the taxable value of subsidized housing propetties, but there
still may be disputes and appeals regarding components of the (restricted use) income approach
portion of the property value. These might include, for example, vacancy, expense, and cap rates in

the (restricted use) income approach.

Please feel free to contact your Division of Property Assessments’ area office for further

guidance on this issue.

4 The method set forth in Rule 0600-10-.05 is derived from the value approach approved by the Assessment Appeals
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Substance of proposed rules:

Chapter 0600-10
Subsidized Affordable Housing

0600-10-.01 Purpaose

The purpose of these rules is to define the value of subsidized affordable housing for property taxes in a manner
that is certain and predictable, that furthers the federal incentives to assure a reasonable affordable housing
supply, and that comports with state constitutional standards for ad valorem taxation.

Authority: T.C.A. §§ 4-3-5103 and 67-1-305.
0600-10-.02 Definitlons

As used in these rules, unless the context otherwise requires:

(1) “Low-income housing tax credit (LIHTC) property” means low-income housing property restricted under
government regulations pursuant to § 42 of the Internal Revenue Code of 1986, codified in 26 U.S.C. §

42, the low-income housing tax credit program;

(2) “Rural rental housing property" means property financed or refinanced by a loan made, insured, or
guaranteed by a branch, department, or agency of the United States government under § 515 of the
Housing Act of 1949, codified in 42 U.S.C. § 1485, the rural rental housing program;

(3) “Section 1602 affordable housing” means low-income housing property restricted under government
regulations pursuant to § 42 of the Internal Revenue Code of 1986, codified in 26 U.S.C. § 42, but for
which credits have been surrendered in return for a loan, as authorized by § 1602 of the American

Reinvestment and Recovery Act of 2009;

(4) “Subsidized affordable housing” means property participating in federal programs to incentivize private
housing investment in return for rent concessions to needy tenants. These programs include, but are not
limited to, those authorized under the § 515 Rural Rental Housing program, § 42 of the Internal Revenue
Code of 1986, or § 1602 of the American Reinvestment and Recovery Act of 2009; and

(5) “Taxpayer" means any owner of property subject to taxation or any party liable for property taxes.

Authority: T.C.A. §§ 4-3-6103 and 67-1-305.

0600-10-.03 Determining Value for LIHTC Property

(1) The taxable value of LIHTC property shall consist of a restricted use component and a component
representing the economic benefit of the subsidy to the property owners.

(2) The restricted use component shall be the income approach value resulting from using actual rents paid
or payable by needy tenants and by such factors for vacancy, collection loss, expenses, reserves, and
capitalization rates as are typically experienced by comparable properties in the area in which the
property is located or economically comparable areas.

(3) With regard to the value of the subsidy component, a taxpayer of low-income housing tax credit property
shall elect to either:
a. Have the assessor include in the assessor's annual appraisal the present value of all future tax
credits for each of the unused tax credit years remaining on the property; or
b. Have the assessor include in the assessor's annual appraisal, instead of the present value of all
future tax credits, the average annual present value of the credit as calculated in (3)(a) above,
based on the Compliance Period provided for in the Land Use Restriction Agreement for the

particular property being valued.

Authority: T.C.A. §§ 4-3-5103 and 67-1-305.
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0600-10-.04 Determining Value for Section 515 Rural Rental Housing Property

(1) The taxable value of rural rental housing property shall be calculated by the income approach value
resulting from using actual rents pald or payable by needy tenants plus the loan subsidy income attributed
fo the property for the year at issue. Additional income approach factors for vacancy, collection loss,
expenses, reserves, and capitalization rates shall be based on those typically experienced by comparable
properties in the area in which the property is located or economically comparable areas.

(2) The loan subsidy income attributed to the property shall be the difference between actual loan
amortization and a typical market loan amortization for the year at issue.

Authority: T.C.A. §§ 4-3-5103 and 67-1-305.
0600-10-.05 Determining Value for Section 1602 Affordable Housing

(1) The taxable value of §1602 affordable housing property shall be calculated by the income approach value
resulting from using actual rents paid or payable by needy tenants plus the forgivable loan income
attributed to the property for the year at issue. Additional income approach factors for vacancy, collection
loss, expenses, reserves, and capitalization rates shall be based on those typically experienced by
comparable properties in the area in which the property is located or economically comparable areas.

(2) The forgivable loan income attributed to the property shall be the amount of loan principal forgiven for the

year at issue.
Authority: T.C.A. §§ 4-3-5103 and 67-1-305.

0600-10-.06 Implementation

(1) The assessor shall implement the value methods required by these rules as of January 1. For each
LIHTC property, the taxpayer shall notify the assessor of the taxpayer's election pursuant to rule 0600-10-
.03(3) and provide documentation necessary to permit the assessor to apply the method elected. If a
taxpayer for a LIHTC property fails to notify the assessor of the taxpayer's election hereunder, the
assessor shall choose one of the valuation methods provided in rule 0600-10-.03(3) and apply that
method for each year until the particular property's subsidy is exhausted. The assessor shall update the
subsidy component of a LIHTC property assessment as appropriate to the altermate method as provided
in these rules. The assessor shall update the restricted-use component of a LIHTC property assessment
on the occasion of any county-wide reappraisal, or upon being directed by the county or state board of
equalization to update the valuation for a year in which the assessment is properly appealed.

(2) The taxpayer shall be bound by the method it elected under rule 0600-10-.03(3) for each year until the
subsidy is exhausted, Existing properties in operation on the effective date of these rules shall be valued
by the method elected by the taxpayer under rule 0600-10-.03(3) for the remaining period of the subsidy.

Authority: T.C.A. §§ 4-3-5103 and 67-1-305.

0600-10-.07 Effective date

After this chapter takes effect, these rules shall apply to the tax period beginning January 1, 2016 and all
subsequent tax periods.

Authority: T.C.A. §§ 4-3-5103 and 67-1-305.
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* If a roll-call vote was necessary, the vote by the Agency on these rulemaking hearing rules was as follows:

| Abstain | Absent

Board Member | Aye ~ [ No -
Bennett X
Burchett X
Hargett
Lillard X

X

X

X

Roberts
Tarwater
Wilson

| certify that this is an accurate and complete copy of rulemaking hearing rules, lawfully promulgated and adopted
by the State Board of Equalization on December 15, 1015 and is in compliance with the provisions of T.C.A. § 4-

5-222,
i further certify the following:

09/16/15

Notice of Rulemaking Hearing filed with the Department of State on:
11/06/15

Rulemaking Hearing(s) Conducted on: (add more dates).

Date: _April 8, 2016

" — %M_M . N

o=

R Vg Name of Officer: _Kelsie E Jones

- = -L_’

) a L,'z,‘_ Title of Officer; Executive Secretary, SBOE SRTLITII

1pl — = N e MAg, Y,

T oeg el = q\-\j’ ..... Ry

(i r S Oz

1 & g Subscribed and sworn to before me on: p=ry ,ﬂ / 2/ & Vé Cg_?.’,é? e o X0

<L ngg = / s ! Of T

= o Notary Public Signature: { % ﬁ% &'ﬁr%% 5
. . PUGLUR :

v (@)
[t L (/),’ B
] o [ o
& My commission expires on: OF /1# s o~ k"‘gd ...... RS
7 J'qJI JFN
Liis .l\\\

All rulemaking hearing rules provided for herein have been examined by the Attorney General and Reporter of the
State of Tennessee and are approved as to legality pursuant to the provisions of the Administrative Procedures

Act, Tennessee Code Annotated, Title 4, Chapter 5.

Herbert H. Sfatery (!
Attorney General and Reporter

_ Mg 19,0000

Filed with the Department of State on: _ H!&L{ o N

Department of State Use Only

Effective on 3 'l 20 lits
{
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/ Tre Hargett

' Secrelary of State
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HOUSING COMPLEX
INCOME APPROACH

SPREADSHEET

Below are the types of housing complexes that can be valued using the
form.

Conventional Complexes

Section 8

Section 236

Section 515

Section 42

Section 1602 )
Section 42 and Section 1602

Section 515 and Section 42

Section 221

© 0N DO e

This document pertains to Section 515 (Number 4 above),
Section 42 (Number 5 above), Section 1602 (Number 6 above),
Section 42 and Section 1602 combination (Number 7 above), and

Section 515 and Section 515 combination (Number 8 above).

EXHIBIT




EXAMPLE COUNTY
D APARTMENT INCOME APPROAC

BUSINESS/PROPERTY NAME: LIHTC ESTATES
_ PARCEL NUMBER: |
2014 ASSESSORS REAL PROP VAL: _$
b PROPERTY INFORMATION
""" |GROSS FOOTAGE: [ 71,050 LAND SIZE Sy 13.93 | SIZE (SF) |SALESRAT
YEAR BUILT: 2010 CRE: 3.16 1,615 1.0000
TYPE OF SUBSIDY/SUBSIDIES: | Interest Subsidy - USDA ACEIROE
SUBJECT RENT SUBJECT EXPENSES VACANCY
APT TYPE | # UNITS | RENT/MO | ANNUALIZED CATEGORY AMOUNT _|Calondar Yr)
3 BDRM-A 24 $650 $187,200 _201?
4 BDRM-A 14 $760 $126,000 Administration $47,466 5%
3 BDRM-B 3 $550 $19,800 Payroll Related $55,500 2014
4BDRM-B 2 $609 $14,616 Marketing & Leasing $4,301 0%
3 BDRM-C 1 $0 Repairs & Maint $19,556 2013
Insurance Expense $11,520 0%
Utilities $68,234
TOTALS: 44 $658 $347,616 Res for Replacement #11,000
CONCESSIONS:
POTENTIAL GROSS INCOME: $347,616 EXPENSE TOTALS: $217,577

[

Eater " Or $" Bolow ——> ' [] ' County Tax Rate $2,7400 Tux Credit Presont Value
POTENTIAL GROSS INCOME: $347,616 City Tax Rate: $1.4200 § 126,000 2011 7]
VéacLoss:| 5.0% Eff Tax Rate:  1.6640% § 497,797 2012 % .
+MISC INCOME: 2.0% italization Rate: 7.00% % 497,797 2013 : ]
EFFECTIVE GROSS INCOME: $337,188 | & 497,797 2014 8 -
-EXPENSES:| $217,577 § 497,797 2015 $
+LOAN SUBSIDY: $65,608 i LOA 8 497,797 2016 3
NET OPERATING INCOME: $185,216 Type 3 516 $ 497,797 2017 $
UITY O E 10.65% Compliance Year 1988 $ 497,797 | 2018 $
PRELIMINARY INC VALUE $1.738.500| Total Term -Years: 50 & 497,797 2019 ]
+ ADD EXCESS LAND: $0 Loan Amount: $1,000,000 £ 497,797 2020 3
- LESS PERSONAL PROPERTY: $2.200 Market %: 9.00% s 372,797 2021 E
+ TAX CREDITS| § E Subsidized %: 1.00% 3 - 2022 $
- TAX CREDITS - PROPERTY TAXES $0 Years Remaining: 22 $ 2023 ] -
PRELIMINARY REAL PROPERTY| $1,736,300 Mkt Amortization: $91,028 $ - 2024 $
% _COUNTY SALES RATIO: 100.00%)| Actual Amort: | $265,423 s 2025 3 s
. Principal & Int Subsidy: 65,60,
REAL p: y:| 865,605
PROP $1,736,300 8.99%
VAPUE Fauity ¥eld) g0 | Lo | 90.00% (=Appror | o 50%
%% Value % :Depr]) %

) s_.| SEXP/SF | $3.06 | SEXP/UNIT $4,045 |EXP RATIO! 65% I VALUE | PERUNIT _ PER FOOT
mﬁn’—?—ﬂ Tax Credit Prop Taxes= | £ - X 1.6640% Laa | | $39,461 824.44




SECTION 515 HOUSING

State Board of Equalization (SBOE) Rule 0600-10-.04 states that §515 rural rental (loan

interest) subsidized housing will be valued by adding additional property income in the

income approach to value, representing the difference between actual amortization and a

typical (market) loan amortization for the year at issue. Current DPA procedure is to utilize

the subject’s mortgage interest rate. This treatment is consistent with audited income and

expense statements and their calculations of the interest subsidy. Use of an alternative

interest rate would be at the owner’s request and subject to the viability of the information

and analysis provided by the owner. (See below for Spreadsheet treatment of SBOE Ruling.)

EXAMPLE COUNTY
SUBSIDIZED APARTMENT INCOME APPROACH

BUSINESS/PROPERTY NAME: LIHTC ESTATES
PARCEL NUMBER: 001-001.00
2014 ASSESSORS REAL PROP VAL: $4,765,400
PROPERTY INFORMATION AVE UNIT | 2016
GROSS FOOTAGE: | 71,060 LAND SIZE (ACRES): 13.93 SIZE (SF) |SALES RATIO
YEAR BUILT: | 2010 UNIT/ACRE: 3.16 1,615 1.0000

| TYPE OF SUBSIDY/SUBSIDIES: |

4. Section 5§15

Interest Subsidy - USDA

[ Fectnd SUBJECT
SUBJECT RENT |mssesm; T VACANCY
APT TYPE | # UNITS | RENT/MO |; 0000, ‘Choose From Drop Down List (Calendar Yi)
7. Section 42 and 602 =
3 BDRM-A 24 $660 A e m“""’" o 7 2015
4 BDRM-A 14 $760 3. Section 171 _ktration $47,466 5%
3 BDRM-B 3 $550 $10,800 I ‘ Payroll Related $55.500 2014

EXAMPLE COUNTY

SUBSIDIZED APARTMENT INCOME APPROACH

BUSINESS/PROPERTY NAME: LIHTC ESTATES
PARCEL NUMBER: 001-001.0
2014 ASSESSORS REAL PROP VAL: %4 400
r ——— = S— n / m = TrER [
PROPERTY INFORMATION AVE UNIT | /72016
GROSS FOOTAGE:| 71,050 | LAND SIZE (ACR@®  13.93 SIZE (SF) RATIO
YEAR BUILT: | 2010 UNIT/A 3 | 3.16 1,615 1.0000
[ TYPE OF SUBSIDY/SUBSIDIES: 4. Section 515 ] Interest Subsidy - USDA
— SUBJECT
SUBJECT RENT SUBJECT EXPENSES VACANCY
APT TYPE | # UNITS | RENT/MO | ANNUALIZED CATEGORY AMOUNT (Calondas ¥r)
3 BDRM-A 24 $050 $187,200 2015
4 BDRM-A 14 $750 $126,000 Administration $47,466 5%
3 BDRM-B 3 $550 $19.800 Payroll Related $55.500 2014




SECTION 515 HOUSING cont...

Capitalization Rate

The default Capitalization Rate is determined by the Mortgage: Equity Method. This

spreadsheet compares the RERC (Real Estate Research Corporation) Published Going-In Rate

with that calculated using the Mortgage: Equity Method and chooses the higher rate.

EXAMPLE COUNTY

SUBSIDIZED APARTMENT INCOME APPROACH

BUSINESS/PROPERTY NAME: LIHTC ESTATES
PARCEL NUMBER: 001-001.00
2014 ASSESSORS REAL PROP VAL: $4,765,400
PROPERTY INFORMATION AVE UNIT 2016
GROSS FOOTAGE:  71.050 LAND SIZE (ACRES): 13.93 SIZE (6F) |SALES RATIO
YEAR BUILT: 2010 UNIT/IACRE: 3.16 L615 1.0000
l—TYPE OF SUBSIDY/SUBSIDIES: | 4, Section 515 Interest Subsidy - USDA |
SUBJECT
SUBJECT RENT SUBJECT EXPENSES VACANCY
APT TYPE | # UNITS @ RENT/MO | ANNUALIZED CATEGORY AMOUNT | {Calendar Yr)
3 BDRM-A 24 8650 $187,200 g 2015
4 BDRM-A 14 8750 $126,000 Administration $47,466 -5%
3 BDRM-B 3 $550 $19,800 Payroll Related 855,500 201
1 BDRM-B 2 $609 $14,616 Marketing & Loasing 84,301 o%
3 BDRM-C 1 $0 Repairs & Maint $19,556 2013
Insurance Expense 511,520 0%
Utilities | 968,234 - =
TOTALS: 44 3658 $347,616 Res for Replacement | $11,000 TAX
CONCESSIONS: CREDIT
POTENTIAL GROSS INCOME: $347,616 EXPENSE TOTALS: $217,577 _ Discount Rate
5.00%
INCOME ANALYSIE ! i CA ; mpllince Ve
Enter ™ Or $" Below ———> % 3 County Tnx Rate: H2, 7400 f Present Valuo
POTENTIAL GROSS INCOME: SHT.616 City Tax Rate: $1.4200 § 125,000 2011 $
-V &CLOSS: S0 Eff Tax Rate: = 1.6640% § 197,797 2012 $
SMISC INCOME[  Liwe Capitalization Rate:  7.00% $ 197,797 2013 s
EFFECTIVE GROSS INCOME: sa3nass | | L B wn% $ 497,797 2014 $
EXPENSES:| $217,577 £ 497,797 2015 ]
+LOAN SUBSIDY: 5,005 b I I 8 497,797 2016 $
NET OPERATING INCOME: SI5,216 Type Subsidy 515 § 497,797 2017 $
MTG:EQUITY OVERRIDE CAP RATE 10.71% Compliance Year 1988 3 497,797 2018 ]
PRELIMINARY INC VALUE 5 K_M ,728,700 Total Term -Years: 50 $ 197,797 2019 $
+ ADD EXCESS LAND: 30 Loan Amount: $1,000,000 § 497,797 2020 EH
- LESS PERSONAL PROPERTY: $2,200 Market %: 9.00% S 372,797 2021 ]
+ TAX CREDITS| % | Subsidized %: 1.00% $ 2022 $
- TAX CREDITS - FROPERTY TAXES ] Years Remaining: 22 % 2023 1]
PRELIMINARY REAL PROPERTY| $1,726,50 Mkt Amortization: $91,028 § 2024 H
% _COUNTY SALES RATIO; LOO. 00% Actual Amort: $25,423 3 2025 ]
Krinnipnl& Int 5ul7£ly: $65,605
PROP $1,726,500 L2 i T Ao imanld | 9.05%
MALHE Loan to | e I “or =x o
Value % 95.(1% 0.00%
N f
SEXP/SF #3.00 SEXP/UNIT 84,945 RATIO b | PER UNIT PER FOOT
COMMENTS: l[_‘l‘au C!":!dll Prop ':WI= 1| F_L-._ X :.f}:zm= i) M |' | VALUE .[——"s-:ﬁ-,‘;-a}" T H:M:JG__

Valuation Fields Affected by Choosing Sectlon 515 Housing.




SECTION 515 HOUSING cont...

Subject Property Mortgage information is needed for this valuation process. This would
include the principal amount, the loan term in years, and the market interest rate. Section
515 loans are usually at a 95% Loan:Value Ratio. RERC also provides the owner equity rate or

the % return rate that the owner expects on their out-of-pocket portion of the project cost.

| EXAMPLE COUNTY

| SUBSIDIZED APARTMENT INCOME APPROACH

BUSINESS/PROPERTY NAME: LIHTC ESTATES
PARCEL NUMBER: 001-001.00
2014 ASSESSORS REAL PROP VAL: $4,765,400
PROPERTY INFORMATION AVE UNIT 2016
GROSS FOOTAGE: | 71,050 LAND SIZE (ACRES): 13,93 SIZE (SF) |SALES RATIO
YEAR BUILT: 2010 UNIT/ACRE: 3.16 1.615 1.0000
[ TYPE OF SUBSIDY/SUBSIDIES: | 4. Bection 515 [ Interest Subsidy - USDA -
SUBJECT
SUBJECT RENT SUBJECT EXPENSES VACANCY
APT TYPE | # UNITS | RENT/MO | ANNUALIZED CATEGORY AMOUNT (Culendur ¥r)
3 BDRM-A 24 $660 $187,200 2015
4 BDRM-A 14 $750 $126,000 Administration 847,466 5
3 BDRM-B 3 $550 $19,800 Payroll Related 855,500 2014
4 BDRM-B 2 $609 $14,616 Marketing & Leasing 94,301 0%
3 BDRM-C 1 $0 Repairs & Maint $19,556 201
Insurance Expense $11,520 — (;% )
Utilities $68,234 v - - T
TOTALS: 44 $658 $347.616 Res for Replacement " $11,000 TAX |
CONCESSIONS: - CREDIT |
POTENTIAL GROSS INCOME: $347,616 EXPENSE TOTALS: $217,577 Dis Rat
|
| A o === i LAX CREDIT = umplisnce ¥rd |
| [Enter ™ Or ¥ Bolow ——» ’ Cnunt} Tax R.nte $2.7400 Tax Credit Your  Present Value
POTENTIAL GROSS INCOME: ST City Tax Rate: $1.4200 % 125,000 2011 % .
V&CLOSE:| 50% Fff Tnx Rate: 1.6640% | |8 497,797 2012 [
+MISC INCOME: 2.0% l’npltﬂlizntlun Ilntu 7.00% £l 497,797 2013 H
EFFECTIVE GROSS INCOME: 347,188 ) W/ 10.71% | |3 197,797 2014 §
| -EXPENSES:| $217.577 s 497,797 2016 [
LOAN SUBBIDY: | 45,6085 § 497,797 2016 [
NET OPERATING INCOME: 1885216 s 497,797 2017 5
G, VE, E 10.71% Compliance Ygar | 1988 $ 497,797 2018 8
PRELIMINARY INC VALUE [ $1,728,700 Total Term - cnr.-i'.:t 50 ] 497,797 2019 8
+ ADD EXCESS LAND: s £1,000,000 § 497,797 2020 [
- LESS PERSONAL PROPERTY: £2,200 9.00% § 372,797 2021 &
+TAX CREDITS| § o Lo\ [ ¢ 2022 8
~TAX CREDITS : FROPERTY. TAXES $0 22 \ L] s
PRELIMINARY REAL FROPERTY| $1,726,500 $91,028 3 8
B _COUNTY SALES RATIO: 100,00% $26,423 \ ]
| EA] $65,605
PROP $1,726,500 9.05%
| vaoe / =
0.00%

| ¥4
| $EXP/SF | 84.00 luxvfrum'r
COMMENTS: (=0 Peop Taxes= | 8 /

W
PER UNIT PER FOOT
MJ‘U\E E 839,230 #24.30

Input Felds for Mortgage:Equity. Method.
“‘Er.-ufw Yield %" is RERC Published Rate for IRR.

Capltalization Rote is RERC Pulished "Golng-in'' rate. This
Program compares the Mortgage:Equity Rate and
Capitatization rate and chaoses the higher of the two.




SECTION 515 HOUSING cont...

The Section 515 complexes that were built in the 1980’s usually have Trust Deed references

that will tell you what the principal, interest rate, and loan term is. Trust Deed information

for Section 515 mortgages that took place in the 1990’s and beyond will usually have the

principal amount and the loan length but might leave off the interest rate. Below is a Trust

Deed example from 1987.

-l Positivn § -
USDA-FmHA PCORRECTED" . e F s Resister
Farm PmHA 427-1 TN = Engu;zm s ‘Imﬂﬂ
{Rav. 4-85) e g, 3 S st s et s Clasgt W (01 nstrungnt 141482
B R, vemaian, e, et Sl T RN G B '
: i ur
jAMES S. WEBB, E3G. ; grk 1% !JT/% ,g"é;i ™
aret) tal: . car
CLEVELAND, TN 37311 B 83l Pams WI-H09
{Aaares)

903
REAL ESTATE DEED OF TRUST FOR TENNESSEE Pave

a1

THIS DEED OF TRUST 13 mads and entered incq by and besw ean the uodersiy
SKYVIEW TERRACE APTS., LTD., a Tennessee Limlted Partnership

Councy, Tennvsma, whare poeseiiios sddrass
s 2601 Memorisl Extension. Claciksville T 3204C
as grantor(s), herein called “Barrowes," and _JOHENNY V. CHOW. Skabs Dirsoloc, Farmers

Home Administration, United Statea Departmeni of Agriculture, Trusteo

Montgomery

rashding in

s trustae, herein called "Trustes,” and the United States of America, actlag through the Farmers Home Administrasion,
United States Deparumam of Agricubtuce, as beneficiary, heewin callod the “Government,” and )
WHEREAS 1 i indebted to the G nt ax evidenced by ona ac more prominsory note(s) or sumption
aperment|s), herein called “nate,” which bus bean axecuted by Rarrower, s payable t the arder of the Gavernmant, author-
Bes sccaleration af the entice indebtadness az the option of the Government apon any defanlt by Borrewer, and is described
as follows:

Arriual Rate Dwe Date of Pinal
Date of Instrumunt Principal Amount of Intarast Instaflmant
$1,372,505.4/ e 1/2% June 19, 201

June 15, 1987

"The interos easa for limited resource farm ownesshlo or mited resource oporating koan(s| secured by thia lasrumeac
may be incresanl after 3 years, a5 pravided m the Farmers Home Adninistration regulacions and the acte,)

And the ot evidences s loan to Bomower, asd the Government, at any time, may suign the note and asure the pay-
ment thereol pursvant to the Consolidated Farm and Rural Development Act, or Title V of the Housing Act of 1049 or any
ocher statuce administered by the Farmiers Home Adminderachong

And It ds the purpose and intenc of this bisprament char, smong other things, st all gimes when the note Iy held by t5e
Gowernment, ar in the svent the Government should o his imstrument withait mmtrance of the note, this instramant
shall seouce payment of the note: but whan the note 'a held by an Insized holder, this Instnumens shall pot secure puyment of
the note or attach to the debt evidenced thereby, bt an 1o the noge and such delit dall constitute sa indemniry moregage o
sucurn the Govemnment againet [oes wnder ity insuranes contract by reasan of any default by Barrowes;

Ani thiy ingrumens also scurea the recapture of any inteceat credit ot subaldy which naay be grantad 10 the Borrawer
by the Guveramen| parsaast to 42 U,8.C, ﬂliﬂgn‘

NUW, THEREPORE, in consideration of the loan(s) Borrower does hereby grane, bargain, wil, comey, and amsign unto
quezes with general warmanty the follawingdescrited propercy suated I the State of Tennnmes, County(ies] af

Rabertson

SEE EXHIBIT "“A' ATTACHED



SECTION 1602 HOUSING

SBOE Rules 0600-10-.05 states that §1602 forgivable loan housing will be valued by adding
additional property income in the income approach to value, representing the amount of
loan principal forgiven for the year at issue. Attribution for §1602 properties will continue for

each year a portion of loan principal is forgiven. (See below for Spreadsheet treatment of

SBOE Ruling.)

EXAMPLE COUNTY
SUBSIDIZED APARTMENT INCOME APPROACH

'BUSINESS/PROPERTY NAME: LIHTC ESTATES
PARCEL NUMBER: 001-001.00
2014 ASSESSORS REAL PROP VAL: $4,765,400
GROSS FOOTAGE: 71,050 LAND SIZE (ACRES):  13.93
YEAR BUILT: | 2010 UNIT/ACRE: | 316
[ TYPE OF SUBSIDY/SUBSIDIES: 6. Section 1602

2 Semen b
1. Section 236

—SUBJECT RENT|! 6
APT TYPE | # UNITS | RENT/MO |

7. Sectitn 42 anid Section 1602
3 BDRM-A 24 $650 . “:’:: ;’_‘ . S"f:w‘u
4 BDRM-A 14 $750 8: Section 321
3 EDEM-B 3 £650 $19,800

EXAMPLE COUNTY
SUBSIDIZED APARTMENT INCOME APPROACH

'BUSINESS/PROPERTY NAME: 'j LIHTC ESTATES
PARCEL NUMBER: | 001-001.0
2014 ASSESSORS REAL PROP VAL: | $4 ;400
7
:_ =k . = | AEGH e
GROSS FOOTAGE: 71,060 LAND SIZE (AC . SIZE (SF) |fMLES RATIO
YEAR BUILT: | 2010 UNIT/ACKE: I 3.16 1,615 1.0000
[ TYPE OF SUBSIDY/SUBSIDIES: | 6. Section 1602 . Loan-Principal & Interest Waived
SUBJECT RENT [ SUBJECT EXPENSES VACANCY
APT TYPE | # UNITS | RENT/MO | ANNUALIZED CATEGORY AMOUNT (Calendar Yz)
3BDRM-A 24 $650 $187,200 2015
4 BDRM-A 14 $760 $126,000 Administration $47,466 5%
3 BDRM-B 3 $550 $19,800 Payroll Related $55,500 2014




SECTION 1602 HOUSING cont...

In this example case the tax credit award was the equivalent of $497,797/year for 10 years.
Those credits were exchanged at $0.85/tax credit dollar for lump sum of $4,237,300. Below is

how to enter that information into the spreadsheet.

EXAMPLE COUNTY
SUBSIDIZED APARTMENT INCOME APPROACH

- BUSINESS/PROPERTY NAME: i LIHTC ESTATES
A | g
$4,765.400
i — ¥ 1D
GROSS FOOTAGE: | 71,050
YEAR BUILT: 2010
|_TYPE OF SUBSIDY/SUBSIDIES: | !
|
(i T RENT |
APT TYPE | # UNITS | RENT/MO | ANNUALIZED |
3 BDRM-A 24 3650 $187,200 2015
4 BDRM-A 14 $750 $126,000 Admiunistration $47,466 5%
3 BEDRM-B 3 $550 $19,800 Payroll Related $55,500 2014
4 BDRM-B 2 $609 $14,616 Marketing & Loasing 64,301 0%
3 BDRM-C 1 20 Repairs & Maint 619,556 2013
Insurance Expense $11,520 0%
Udlities $68,234
TOTALS: 44 8658 $347.616 Res for Replacement |  §11,000
CONCESSIONS:
POTENTIAL GROSS INCOME: $347,616 EXPENSE TOTALS: $217,577
[Enter "% Oc 5 Bolow ——— [ 3 County Toax Rate:  $2.7400 (red '
POTENTIAL GROSS INCOME: $347,616 City Tax Rate §1.4200 § 125/ 2011 8
VacLoss:] son Eff Tox Rate: | 1.6640% & 497,797 2012 s
+ L% pltalization Rate: 7.00% § 497,797 2018 s
EFFECTIVE GROSS INCOME: $337,188 LOADED CAF RATE: £ 497797 2014 $
-RXPENEES;| 217,577 $ 497,797 2015 §
+LOAN SUBSIDY: 262,087 _ § 497,797 2016 s
NET OPERATING INCOME: $401,697 Ty pe Subsidy 1002 § 497,797 2017 s
OVERALL CAPITALIZATION RATE:  8.66% Compliance Year 2011 s 497,797 2018 ]
PRELIMINARY INC VALUE $4.638500( |  Total Tarn -Yoars: s s 407797| 2000 %
+ ADD EXCESS LAND: S0 Loan ot 24,221,300 £ 497,707 2020 §
- LESS PERSONAL PROPERTY: 52,200 Marked %: 1 [o.o0n s a2797|  sem s
s - Subsid *u L £ 2022 $
AX CREDITS - PROPERTY TAXE! $0 Years ming U] L 2023 ]
PRELIMINARY REAL PROPERTY|  #4,636,300 MLt Amortidation: 282,087 § 2024 8
X _COUNTY SALES RATIO: 100.00% Actual ri: &0 '] 2026 %
0 Principal & Int $ubsidy} |/ $282,087 o, ] :
REAL
m’ $4,636,300 N/A




SECTION 1602 HOUSING cont...

The information entered for the Section 1602 loan results in a Principal and Interest Subsidy

that is inserted into the “INCOME ANALYSIS” portion of the spreadsheet.

EXAMPLE COUNTY
[ 2016 | SUBSIDIZED APARTMENT INCOME APPROACH

LIHTC ESTATES
001-001.00
$4,765,400
|GROSS FOOTAGE: 71,050 LAND SIZE (ACRES):  13.93 _|saues raTio
YEAR BUILT: 2010 UNIT/ACRE: 3.16 1.0000
_TYPE OP SUBSIDY/SUBSIDIES: | 6. Bection 1602 | Loan-Pri st Waived
APT TYPE | # UNITS | RENT/MO | ANRUALIZED
3 BDRM-A 24 $650 $187,200
4 BDRM-A 14 $750 $126,000 Administration $47,466
3BDRM-B 3 $560 $19,800 Payroll Related 855,500
4 BDRM-B 2 $609 $14,616 Murketing & Leasing 64,301
3 BDRM-C 1 $0 Repairs & Maint $19,556
Insurance Expense $11,520
Utilitles $68,234
TOTALS: 44 $658 $347,616 Res for Replacement r $11,000
CONCESSIONS:
POTENTIAL GROSS INCOME: $347,616 $217,577
| TAX CRED i
ter " Or 8" Below ——=] % ) Tax Crodit 1
POTENTIAL GROSS INCOME: $347,616 $ 126,000 2011 | §
vacLoss| s50% s 491,797 2002 |3
+MISC INCOME:|  2.0% 5 497,797 2013 s
EFFECTIVE GROSS INCOME: $337,188 s 497,797 2014 $
‘EXPENSES:| 787 s 497,707 2016 s
$401,047 | Type Subsidy 1602 s 497,797 2017 $
8.66% \ Compliance Year 2011 ] 491,797 2018 $
4,638, 500) Total Term -Years 15 5 497,797 2019 s
<4 Loan Amount: $4,231,300 £ 497,797 2020 ]
52,200 Market %: 1 0.00% & 372,787 2021 3
Subsidized %: 0.00% $ 2022 s
ears Remaining: 0 3 £
L Amortiza Eon: SURD OMT $ ]
0 $ $
\ ! | $282,087 $
84,636,300
I
e, | BEXP/SF .06
[ComuEnze) L oo, TRERPIONIT, s404
]
2




SECTION 42 HOUSING

This program was added to Section 42 of the Internal Revenue Code in 1986 in order to
provide private owners with an incentive to create and maintain affordable housing. It has
undergone some changes between 1986 and 2009 but retains its original purpose and basic

structure. Below is how to begin Section 42 income approach valuation.

SUBSIDIZED APARTMENT INCOME APPROACH
BUSINESS/PROPERTY NAME: LIHTC ESTATES
: PARCEL NUMBER: 001-001.00
2014 ASSESSORS REAL PROP VAL: $4,765,400
[ _PROPERTY INFORMATION AVE UNIT | 2016
GROSS FOOTAGE: | 71,050 | LAND SIZE (ACRES):  13.93 | | SIZE (SF) [SALES RATIO
YEAR BUILT: = 2010 | UNIT/ACRE: 3.16 1,615 1.0000
| _TYPE OF SUBSIDY/SUBSIDIES: | 5. Section 42 Tax Credits S
I | I_S(-c.ln'.\l'. E m
_ SUBJECT RENT . ... VACANCY
APT TYPE # UNITS RENT/MO /7 Settion 1607 = Mﬁ’
3BDRM-A 2 i [ i ol TN
4 BDRM-A 14 $750 A Speion 211 ~Stration $47,466 5%
3 BDRM-B 3 $660 $19,800 Payroll Related $55,500 2014

EXAMPLE COUNTY
SUBSIDIZED APARTMENT INCOME APPROACH

BUSINESS/PROPERTY NAME: | LIHTC ESTATES
PARCEL NUMBER: | 001-001.0!
2014 ASSESSORS REAL PROP VAL: $4 7400
/
: mrsm__ INFORMATION avsm'r ]
GROSS FOOTAGE: 71,050 LAND SIZE (AC | 13.93
YEAR BUILT: | 2010 UNIT!/. : | 3.16 1 ms 1.0000
| TYPE OF SUBSIDY/SUBSIDIES: | 5. Section 42 g Tax Credits .
SUBJECT
. SUBJECT RENT SUBJECT EXPENSES VACANCY
APT TYPE # UNITS | RENT/MO | ANNUALIZED CATEGORY AMOUNT (Calundur ¥r|
3 BDRM-A 24 $650 $187,200 2015
4 BDRM-A 14 $750 $126,000 Administration $47,466 5%
3BDRM-B | 3 $660 $10,800 Payroll Related $55,500 2014

10




SECTION 42 HOUSING cont...

SBOE Rule 0600-10-.03 will permit the owner of a new §42 LIHTC (tax credit) housing property
to elect one of the following methods of attributing value to the credits:

1. Declining value. The tax credit subsidy would be valued as the present value
of all remaining (unused) tax credits as of January 1 of the assessment year at
issue; or

2. Level value. The tax credit subsidy would be valued for each
year the credits continue, as the average of annual values of
remaining credits over the applicable Land Use Restrictive
Agreement Compliance Period (usually fifteen years).

(See below for Spreadsheet treatment of SBOE Ruling.)

N EXAMPLE COUNTY
[ 2016 | SUBSIDIZED APARTMENT INCOME APPROACH

001-001.00
$3,000,000

; AVE UNIT | 2013
GROSS FOOTAGE: | SRE (5F) |sALes
YEAR BUILT: 2010 | UNTT/ACRE: 7.33 1,023
[_T¥PE OF 5UBSIDY/SUBSIDIES: | 5. Bection 42 Tax Credits
_BU REN _____ BUBJECT EXPENSES
AFT TYPE | # UNITS | EENT/MO CATEGORY AMOUNT:
3BDRM-A 24 $650 $187,200
4 BDRM-A 7] $750 $126,000 Administration 947,466
3 BDRM-B 3 $550 $19,800 Payroll Related 955,500
4 BDRM-B 2 $609 $14,616 Marketiog & Leasing. 94,301
3 BDRM-C 1 80 Repaira & Maint $19,556
Insurance Expense $11,520
UtDities 968,234
TOTALS: 44 $658 $347,616 Res for Replacement 911,000
CONCESSIONS:
POTENTIAL GROSS INCOME: 2347616 EXPENSE TOTAL&
Ty F Bl . i [ (‘mmﬂr T &
POTENTIAL GROSS INCOME: $347,616 City Tax lliu $14200 s
VB CLOSS:| S0 !ﬂ"l‘u Rate: LG40, $ 497,707 24 $ 3,767,100
AMISC INCOME;| o iz Su!.nu i\ 7.00% $ 497,707 014 $ 3,467,700
EFFECTIVE GROSE INCOME: T ssa7ass LOADED CAF HATE! s 497,797 2014 s 3,132,800
-EXPENSES:| ey | suism s 2015 1 2,791,600
LOAN SUBSIDY; s $ 2018 s 2,433,400
NET OPRRATING INCOME: S119,611 Type Subsidy N/A $ 2017 s 2,057,300
OVERALL CARITALIZATION RATE:| 8.66% Compliance Year 2016 $ 2018 s 1,662,300
PRELIMINARY INC VALUE S1.381.200] Total Term -Years: a0 $ 407,707 2010 s 1,247,600
+ ADD EXCESS LAND: S0 Loan Amount: 30 167,797 2020 s 812,200
- LESS PERBONAL PROFERTY: $1.200 Market %: 0.00% 3,797 2021 $ A DR
+ TAXCREDITS| 5 2,433,400 Subeidized %: b0, ¥[ TAX OREDIT COMPLIANCE PERIOD.
~TAX CREDITS - EROPERTY. TAXES $40,492 Years Remaining: 29 BEGINYR | ENDYR | TOTAL YRS
PRELIMINARY REAL PROPERTY| 89,772,900 Mkt Amortization: $0 2011 | 2024 |
X_COUNTY BALES RATIO. 100.00% Actual Amort: 4 Acoumulated T. €. Value:  N/A
NO LOAN SUBSIDY bo Bt Erent VAl |9 SI0ED
REAL
PROP $3,772,900
VALUE
CoMMENTE: &F a.uu I W___g 5045 gg eem | | VALUE FER UNIT _ PER FOOT |
| Tux Cnilit o X i1.00640% 885 748 A8 8.
This Portion of the Spreadshest covers Tax Credit Valuation. it is activeted when Section 42 is chosen as
the subsidy type. Exampled here is the “Dedining” tax credit valuati

11



SECTION 42 HOUSING cont...

“Declining” tax credits approach affects the spreadsheet in many fields and has a different

present value depending on the tax year listed in the tax credit disbursal schedule.

EXAMPLE COUNTY

SUBSIDIZED APARTMENT INCOME APPROACH

BUSINESS/PROPERTY NAME:

LIHTC ESTATES

PARCEL NUMBER: 001-001.00
\ 2016 ASSESSORS REAL PROP VAL: $3,000,000
LY
[\ ~ PROPERTY INFORMATION AVE UNIT | 2015
GROSS FOOTAGE:| 15,000 LAND SIZE (ACRES):  6.00 SIZE (SF) |BALES RATIO
‘(EAR BUILT: 2010 UNIT/ACRE: .43 1,023 1.0000
[ TYPE OF SUBSIDY/SUBSIDIES: 5. Section 42 Tax Credits .
\ SUBJECT
SUBJECT RENT SUBJECT EXPENSES VACANCY
APT TYPE | # UNI RENT/MO | ANNUALIZED CATEGORY AMOUNT {Calendar ¥r)
3 BDRM-A 24 3650 $187.200 2015
4 BDRM-A 14 $750 $126.000 Administration $47,466 0%
3 BDRM-B 3 $550 $19,800 Payroll Related 855,500 201
41 BDRM-B 2 $600 $14.618 Marketing & Leasing $4,301 0%
3 BDRM-C 1 30 Repairs & Maint $19,556 2013
Insurance Expense $11,520 0%
Utilities 868,234
TOTALS: 44 $65% $347,616 Res for Replacement | 811,000
CONCESSIONS: \
POTENTIAL GROSS INCOME: \ $347,616 EXPENSE TOTALS: $217,577
[ "ALCU e
Enter "% Or $” Below ——> ~ s ] County Tax Rate: $2.7400 ax Credit iEd t Value
POTENTIAL GROSS INCOME: \ $347,616 City Tax Rate: $1.4200 3 125,000 2011 18 3.706.800
V&CLOSB:  50% Eff Tax Rate: 1.6640% §  497.797 2012 $ 3.767.100
AMIBC INCOME: 2.09% Capitalization Rate: 7.00% % 497,707 2013 $ 3457,700
EFFECTIVE GROSS INCOME: \w37.088 | | LOADED CAPRATE: 8.66% § 197,707 2014 $ 3.132,800
-EXPENSES:| su7\s? § 497,707 2015 $ 2,791,600
+LOAN SUBSIDY: Y # D RE A 2016 $ 2,433400
NET OPERATING INCOME: SUIAG N/A 3 197,797 $ 2.057.400
OVERALL CAPITALIZATION RATE: Compliance Year 2015 g 1,662.300
PRELIMINARY INC VALUE Total Term -Years: 30 [ 1,247,600
+ ADD EXCESS LAND: sl Loan Amount: 30 3 812,200
- LESS PERSONAL PROPERTY: $1.200 \ Market %: 0.00% s A 455,000
+ TAX CREDITS| 5 2433400 Subsidized %: 0.00% | /hx C! ' COMPLIANCE PERIOD
S40,492 Years Remaining: 29 7550]11 END YR TOTAL YRS
3,772,900 Mkt Amortization: 50 /] o’ 2025 15
O h Actual Amort: 80 / )éamnhlml T. C. Value: N/A
R — . y |~ 2016 Present Val | $ _ 2,433,400
B i g3 N/A
9.00% Fi | 0.00% ‘:DAPP';' 0.00%
I@\ N Z L
SEXP/SF 8 EXP/UNIT B 5 ;

OMME i | Tax Crodit Prop Tanss=

8 2.433.400«K 1.6640%

T PER UNIT___PER FOOT
[VALUE 85,748 88384

| Choosing the "Dedining” tax credit valuation method automatically populstes value flelds based on the tax year. As the tax credits expire
f with the passage of time, the present value of the remaining tax credit disbursal schedule "Declines®.
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SECTION 42 HOUSING cont...

“Level” tax credits valuation is based on the sum of the present values of the remaining tax
credit income streams (excludes those tax credit years that have expired). That total is
divided by the remaining years left in the “Compliance Period”. In the example shown, the
tax credit disbursal schedule is 2011 through 2021, covering 11 tax years. The Compliance
Period is 2011 through 2025, covering 15 years (Some Compliance Periods are up to 30 years).
Choosing the “Level Value” tax credits valuation option in tax year 2016 means involving the
present value of the tax credit income streams for tax years 2016 through 2021. They would

be added together and equalized over the remainder of the Compliance Period, 2016 — 2025.

EXAMPLE COUNTY
SUBSIDIZED APARTMENT INCOME APPROACH

LIHTC ESTATES

001-001.00
83,000,000

GROSS FOOTAGE] 45,000 | LANDSIZE (ACRESE  v.00

BUILT: 2010 | UNITIACRE: 7.3%
[T¥PE OF SUBSIDY/SUBSIDIES: | 5. Saction 42 | Tax Credils
APT TYPE LTZED CATEGORY AMOUNT
3 BDRM-A $187,200
4 BDRM-A 4 $750 $126,000 Administration $47.466
3BDEM-B 3 $550 $10,800 Payroll Related 655,500
4 BDRM-B 2 $6090 $14,610 Murketing & Loasing 44,301
3BDRM-C 1 $0 Repairs & Maint $19,556
Insurance Expense $11,520
Utilitles 668,234
TOTALS: 44 s.’.ﬂr $347,616 Res for Replacement 811,000
CONCESSIONS
~ POTENTIAL (iROSS INCOME: \ |  Sz47.010 $217,577

TR

| ] !
POTENTIAL OROSS INCOME: SMTa Clty Tax Ratw $1.4200 ]
vacross| so% | )\ Eff TaxRate:  1.0840% s $ 3,767,100
MGG [NOOME:| 0% Capitafizativn Rate 7.00% 5 497,707 $ 3,457,700
EFFECTIVE GROSS INCOMIL N, “B.66% 8 407,707 s 3,132,800
EXPRNUES:| 777 5 401,707 3 2,701,600
LOAN BB i = § 407,707 s 2,433,400
NET OPERATING INCOME: sithary & 497,707 ' 2,067,300
QVERALL CAPITALIZATION BATE:|  8.66% \ Compliance Year 2016 BT 2018 ' 1,602,300
PRELIMINARY INC VALUE S101,1%) Total Term -Yoars: 30 . 2019 5 1,247,600
+ ADD EXCRSS LAND| sl Loan Amount: $0 ¥ i 2020 4 812,200
- LESS FERSONAL FROPERTY: 51,200 Market % 0.00% 5 5 | A0 ool
+ TAX s 856,780 Subisidieed " 0.00% . CE P
2 : 1087 Years Remaining: 29 |{ _seowvr | EmpYR [ roraLvrs
PRELIMIFARY REAL FROFERTY| \§2.222,800 N\ |\ Mt Amersteasion: 50 i [ s | 10
X_COUNTY SALES RATIO} sonont] K\ Aetial Amorte 50 Accumulated T. C. Valwai  § 8,667,800
N . i 2016 Lavel Value | 8 __ 656,780
REAL N\

$2,222,500




DOUBLE SUBSIDIZED APARTMENT INCOME APPROACH

There are many instances in Tennessee where low income housing complexes have multiple

subsidies. The most common combinations are Section 515/Section 42 and Section

42/Section 1602. Most of the Section 515 housing complexes were built in the 1980’s and

1990’s. These complexes have been and are increasingly being rehabilitated using LIHTC

funding through the Section 42 program. Low income housing complexes built between 2009

and 2011 were sometimes funded using Section 42 and Section 1602 awards.

(See below for Spreadsheet treatment of these complexes consistent with SBOE

Rulings.)

SECTION 515/SECTION 42 APARTMENT INCOME APPROACH

EXAMPLE COUNTY

DOUBLE SUBSIDIZED APT INCOME APPROACH

14

BUSINESWPROPE’RTY NAME: LIHTC ESTATES
PARCEL NUMBER: ! 001-001.00
2014 ASSESSORS REAL PROP VAL: $4,765,400
_ PROPERTY INFORMATION | |avE UNIT | 2016
GROSS FOOTAGE:| 71,050 LAND SIZE (ACRES): 13.93 | SIZE {SF) |SALES RATIO
YEAR BUILT: 2010 UNIT/ACRE: | 316 1,615 1.0000
[ TYPE OF SUBSIDY/SUBSIDIES: 8. Section 515 and Section 42 Interest Subsidy 8& Tax Credits
N - SUBJECT
~ SUBJECT RENT | 220 5: L e VACANCY
APT TYPE | # URITS | RENT/MO |> 20 % ~ Choose From Drop Down List {Calondar Ye|
3 BDRM-A 24 $850 X Sholr Sz has Shon Lk 2015
4 BDRM-A 14 §750 |3 Sedon i1 . ~bration $47,466 5%
3 BDRM-B 3 $560 $19,300 l ' Payroll Related 55,500 2014
4 BNRM.B 2 LR 14818 Marksting & Lenrine Ka 201 n%




SECTION 515/SECTION 42 APARTMENT INCOME APPROACH cont...

The most noticeable change in the spreadsheet is the title under the County Name. It

becomes, “DOUBLE SUBSIDIZED APT INCOME APPROACH”. The effects of the SBOE rules

changes are applied to the income approach consistent with both subsidies.

EXAMPLE COUNTY
DOUBLE SUBSIDIZED APT INCOME APPROACH

LIHTC ESTATES

_1140/

001-001.0

II_ ) 8 - ’-.
GROSS FOOTAGE:

YEAR BUILT:
[ TYPE OF SUBSIDY/SUBSIDIES: I
3 BDRM-A 24 $650 $187,200 2015
4 BDRM-A 1 $760 $126,000 Administration $47,466 5%
3BDRM-B 3 $550 $19,800 Payroll Related 55,500 2014
4 RDAM.R 9 LRND 14 RIR Markatino & lassins &a o0y n
$337,188 $ 497,797 2014 $ 3,132,800
$217,577 § 497,797 2015 $ 2,791,600
$75,270 5 497,797 2016 s 2,433,400
$194,880 § 497,797 2017 s 2,057,300
11.55% § 497,797 2018 $ 1,662,300
51,686, § 497,797 2019 $ 1,247,600
s0] N § 497,797 2020 $ 812,200
52,200 (s 372,797 2021 $ 356,000
S 1694920 5 . ‘ 2022 $ :
$78,203 H 2023 $ =
$3,341,200 ‘ 2024 $ -
ﬂ_m.on’a - 2025 $ -
rincipal & Int Sub 2270 - ,‘ > 2
51,20 9.89%
I"“’, : D.00% '.. e * 0.00%
UNIT & EXP RATIC 65% r Pl [ FER PER FOOT
1 0% = $28 < | 826464 |  $47.17
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SECTION 515/SECTION 42 APARTMENT INCOME APPROACH cont...

(Below is the entire spreadsheet using tax credit leveling)

EXAMPLE COUNTY
DOUBLE SUBSIDIZED APT INCOME APPROACH

BUSINESS/PROPERTY NAME:

LIHTC ESTATES

I PARCEL NUMBER: 001-001.00
| 2016 ASSESSORS REAL PROP VAL: $3,000,000
o _ PROPERTY INFORMATION AVE UNIT | 2015 ]
GROSS FOOTAGE: 35,000 LAND SIZE (ACRES): 6.00 SIZE (SF) |SALES RATIO
__ YEAR BUILT: 1985 UNIT/ACRE: | 7.33 795 1.0000
[ TYPE OF sg[gsmwsunsmms: | 8.Section 515 and Section42 |  Interest Subsidy & Tax Credits
SUBJECT
i = ~ SUBJECT RENT SUBJECT EXPENSES VACANCY
APT TYPE | # UNITS | RENT/MO | ANNUALIZED CATEGORY AMOUNT {Calondar Ye)
1 BDRM-A 24 $450 $129.600 2015
2 BDRM-A 14 $550 $02.400 Administration $15,000 0%
1 BDRM-B 3 $400 $14.400 Payroll Related $25,000 2014
2 BDRM-B 2 3500 $12,000 Marketing & Leasing $4,200 0%
2 BDRM-C 1 $0 Repairs & Maint 347,500 .~ 2008 |
Insurance Expense $10,000 0%
Utilities 325,000
TOTALS: \44 470 $248.400 Res for Replacement r $11,000
CONCESSIONS:
POTENTIAL GI‘()SS INCOME: H248.400 EXPENSE TOTALS: $137,700
Enter ™ Or §° Below . $ County Tax Rate: $2.7400 Tox Crodlt | ) sent Value
POTENTIAL GROSS INCOME: S248,400 City Tax Rate: $1.4200 § 125,000 D 1,516,800
vac ) s0% Eff Tax Rate:  1.6640% § 200000 $ LA67.6500
+MIBC INCOME: 2.0% Capitalization Rate: R.40% $ 200,000 2013 $ 1,341,000
EFFECTIVE GROSS|INCOME: S2A0,048 T 9.96 s 2014 % 1208000
EXPENSES: $137,700 $ 2015 $ 1,068,400
*LOAN SUBSID $30,086/ § 200,000 2016 $ 92100
NET OPERATING INCOME: S134,234. Type Subsidy 5A6 200,000 2017 $ 768,000
DVERA "APITALIZ. 9.06% Compliance Year 20 [/ § 200,000 2018 $ 606,400
PRELIMINARY INC \ S1.34 3._‘1,(!6 tul Term -Years: o k- 200,000 2019 $ 116,700
: SN /3.260.0\3 \ $ 200,000 2020 $ 254,500
S M0 5.00% $ 76,000 2021 $ 71,400
306,290 TN 1.00°% | | [LEVEL REMAINING COMPLIANCE PERIOD
25 BEGIN YR END YR TOTAL YRS
$77,302 2016 2025 10
SAH,416 Accumulated T. C. Value:  $  3.062,800
50,986 \ 2016 Level Value | § , 306,290
5.94%
ity v 00% | (*+ Appr 0.00%
=, A
| [
oM NTS: | 83,130 |ExP RATIO 57% PER UNIT PER FOOT
|2 X 1.6640% ORI T TR
These arrows show Section 515 flelds. Most of the time UHTC rehab
mwms«ﬂmuﬂelu Section 42 tax credit ﬁmdngmmnﬂnmdn‘thgs-ﬂbnﬂ_ﬂom-ustnllyltalmlnhnst
J“i‘:"u; :::'::::‘:‘: m"w""ln“ e :‘;f'::’:::‘d":;; || rate than when the complex was new. in ths case the Mtg:Equity Cap Rate
% : " || was not higher than the Published Rate snd was not used in this analysis. |
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SECTION 515/SECTION 42 APARTMENT INCOME APPROACH cont...

(Below is the entire spreadsheet using tax credit declining)

EXAMPLE COUNTY
DOUBLE SUBSIDIZED APT INCOME APPROACH

BUSINESS/PROPERTY NAME: LIHTC ESTATES
PARCEL NUMBER: ' 001-001.00
2016 ASSESSORS REAL PROP VAL: $3,000,000
.  PROPERTY INFORMATION
GROSS FOOTAGE: | 35,000 LAND SIZE (ACRES): 6.00
YEAR BUILT: 1985 UNTIT/ACRE: 7.33
| TYPE OF sﬂ;nsm;smsmms: | 8.Section 515 and Section 42 Interest Subsidy & Tax Credits o =
| SUBJECT RENT SUBJECT EXPENSES : VACANCY
APT TYPE | # UNITS | RENT/MO | ANNUALIZED CATEGORY AMOUNT | (Calanar ¥r)
1 BDRM-A 24 $450 $129,800 2015
2BDRM-A 14 $550 $92,400 Administration $15,000 0%
1 BDRM-B ] $400 $14.100 Payroll Relnted $25,000 2014
2 BDRM-B 2 3500 $12,000 Marketing & Leasing $4,200 0%
2 BDRM-C $0 Repnirs & Maint $47.500 2013
Insurance Expense $10,000 0%
Utilities $25,000
[ TO'T‘ILSg 'l,q,.; 3470 *248,40{) Res for Replacement $11,000
CONCEBSIONS:
POTENTIAL GHOSS INCOME: $248,400 EXPENSE TOTALS: $137,700

[ Tax Credit

o

Thess arrows show Section 42 flelds. Section 42 tax credit
funds are often uudbnhnbwlmem complexes that are
already utllizing another sul-ldy In this case It Is Section 515.

(] County Tax Rate: $2.7400 t Value |

S248,A00 City Tax Rate: $1.4200 $ 125.000 2011 $ 1,516,800

Eff Tax Rate: 1.6640% $ 200,000 $ 1,467.600

S— Copitalization Rate: § 200,000 2013 § 1,341,000

§240,948 }E ] 2014 $ 1,208,000

$137,700 $ ! 2015 $ 1,068,400

530,086 L § 200,000 2016 $ 121,900

S134,234 Type Subsidy : 200,000 2017 3 768,000

ERA 2 9.96“}6 Compliance Year 20 d $ 200.000 2018 $ 606,100
\ sl,u..'-"q,un al Term -Years: $ 200,000 2019 $ 136,700

| st /Bu.u 0 $ 200,000 2020 $ 258,500

S 5. 1.\ \ 8 75,000 2021 $ 71.400

$ 921.900\\ 1.00% LEVEL REMAINING COMPLIANCE PERIOD

s 25 BEGIN YR END YR TOTAL YRS
$2,253,100 $77,302 2010 2025 10
846,316 A Accumulated T. C. Value: N/A
——— 2016 Present Valw( § . 921,900
5-94%
Equ.it.y Losrg) .?09’ ‘:‘ Appr 0.00%
1T P A 1
co NTS EXP/SF | 8 83,130 |EXP RATIO 57% . }I( PER UNIT PER FOOT

———*| Tax Credit Proj X 1.6640% - $15.340 851,207 mﬂ?ﬁ
F—————— == = < o ey Sedar

fundlu mumnﬂnmdngﬂnSedimSlslun munllyatalowerlnhnst |
rautl-lwhenlheeomploxmm In this case the Mtg-Equity Cap Rate
mnotugharﬂlmmemﬂlmdmm“notuedlnﬂﬂsmdm_)
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SECTION 42/SECTION 1602 APARTMENT INCOME APPROACH

There were only 56 Section 1602 awards in Tennessee. Some of them were for projects that

were solely funded through the Section 1602 program. Most were for projects where

additional funding was provided through the Section 42 program. Section 1602 awards

applied to THDA tax credit allocations that took place in 2007, 2008, 2009, and 2010. None

existed before or after those years. The Section 1602 program has ended.

(See below for Spreadsheet treatment of these complexes consistent with SBOE

Rulings.)
DOUBLE SUBSIDIZED APT INCOME APPROACH
BUSINESS/PROPERTY NAME: LIHTC ESTATES
PARCEL NUMBER: 001-001.00
2014 ASSESSORS REAL PROP VAL: $4,765,400
_ _ TR T
GROSS FOOTAGE:| 71,050 LAND SIZE (ACRES): 13.93 _SIZE (SF) |SALES RATIO
YEAR BUILT: | 2010 UNIT/ACRE: | 3.16 1,615 1.0000
| TYPE OF SUBSIDY/SUBSIDIES: 7. Section 42 and Section 1602 - Fax Credits + Principal & Int Waived | m
o : SUBJECT
SUBJECT RENT |:. secuon 515 T VACANCY
APT TYPE | ¢ UNITS | REWT/MO |0 =02, From Drop Down List (Calendar ¥s)
3 BDRM-A 2 sopp LTETIVTITINE 2015
4 BDRM-A 14 $750 P Sesign 221 $47,466 5%
3 BDRM-B 3 $550 $19,800 | | Payroll Related $55,500 2014

EXAMPLE COUNTY

DOUBLE SUBSIDIZED APT INCOME APPROACH

18

BUSINESS/PROPERTY NAME: LIHTC ESTATES
- PARCEL NUMBER: 001-001.0
2014 ASSESSORS REAL PROP VAL: $4 ;400
P F 4
| PROPERTY INFORMATION AVE UNIT 016
GROSS FOOTAGE:| 71,050 LAND SIZE (AC. g 13.93 | SIZE RATIO
YEAR BUILT: 2010 UNIT/A 2 3.16 1,615 1,0000
| TYPE OF SUBSIDY/SUBSIDIES: | 7. Section 42 and Section 1602 | Tax Credits + Principal & Int Waived )
f = SUBJECT RENT SUBJECT EXPENSES VACANCY
APT TYPE # UNITS | RENT/MO | ANNUALIZED CATEGORY AMOURT {Calendar Yri
3 BDRM-A 24 $660 $187,200 2015
4 BDRM-A 14 $750 $126,000 Administration $47,466 5%
3 BDRM-B 3 $550 $19,800 Payroll Related $55,500 2014




SECTION 42/SECTION 1602 APARTMENT INCOME APPROACH cont...

(Below is the entire spreadsheet using tax credit declining)

EXAMPLE C

OUNTY

DOUBLE SUBSIDIZED APT INCOME APPROACH

BUSINESS/PROPERTY NAME: LIHTC ESTATES
PARCEL NUMBER: 001-001.00
2016‘ASSESSORS REAL PROP VAL: $3,000,000
I PROPERTY INFORMATION AVE UNIT 2013
GROSS FOOTAGE: | 13,000 LAND SIZE (ACRES): 6.00 SIZE (SF) |SALES RATIO|
YEAR BUILT: 2010 UNIT/ACRE: 7.33 1,023 1.0000
[ TYPE OF SUBSIDY/SUBSIDIES: | 7.Section 42 and Section 1602 | Tax Credits + Principal & Int Waived | '
1 SUBJECT
A SUBJECT RENT e SUBJECT EXPENSES VACANCY
APT TYPE | # UNITS | RENT/MO | ANNUALIZED CATEGORY AMOUNT {Calendar ¥r)
3 BDRM-A 24 $500 $144.000 2015
4 BDRM-A 14 $600 $100,800 Administration 817,000 0%
3 BDRM-B 3 3450 $16,200 Payroll Related $30,000 201
4 BDRM-B 2 $550 $13.200 Marketing & Leasing 84,200 0%
3 BDRM-C 1 20 Repairs & Maint $55,000 201
Insurance Expense 812,000 0%
Utilities $25,000
TOTALS: la4 $519 $274,200 Res for Replacement 811,000
CONCEBSIONS:
POTENTIAL G*OBS INCOME: $274,200 EXPENSE TOTALS: $154,200 ~ Declining

$2.7400

r Level

[Enter "% Or $" Below % s County Tax Rate: Tax Credit [ s
POTENTIAL GROSE INCOME: §274.200 City Tax Rate: $1.4200 $ 125,000 1 $ 2,987.600
5.0% Eff Tax Rate: 1.6640% ] 2012 § 3.012.000
¢ 2,0%% Capitalization Rate: 6.35% $ 2013 $ 2.762,600
EFFECTIVE GROSS INCOME s265974| |[L  LOADED/CAPRATE: 8.01% $ 2014 $ 2,500,700
: $154,200 400,000 2015 $ 2,225,700
QAN SUB! 566,607 - : $ 100,000 2016 $ 1.937.000
NET OPERATING IN SI78.441 [N Type Subsidy 3 100,000 $ 1,633,800
8.01% ) Compliance Year 3 $ 1,315.500
S s22270m) \Q;ql Term -Years: 3 $ 981,300
51 g L% 2020 $ 630400
LESS PE \sNQu $ 000 2021 $ 261,900
l,‘)}'?.!lu“‘\ CREDIT COMPLIANCE PERIOD
§ BEGIN YR END YR TOTAL YRS
2011 2025 15
Accumulated T. C. Value: N/A
2016 Present Val | § _ 1,937,000
REAL
PROP
VALUE

( This shows that the"Dedlining” Tax Credit Valuation
Approach was slected. Section 42 tax credits often provide
the majority of the suhsidy funding when awarded In

'S conjunction with the Section 1602 Subsidy.

$3,505 |EXP RATIO! = \LUE PER UNIT __ PER FOOT
X 1.6640% = §32.232 gl 591,893 Ho1.81

 These arrows show the flelds affected by the Section 1602 Subsidy. Section
1602 funds, In conjuction with Section 42 funding, often either sliminstes
the need for a conventional loan besed on the restricted rent Income or
supplement the Section 42 Tax Credit $Sale/$1.00.
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SECTION 42/SECTION 1602 APARTMENT INCOME APPROACH cont...

(Below is the entire spreadsheet using tax credit leveling)

EXAMPLE COUNTY
DOUBLE SUBSIDIZED APT INCOME APPROACH

BUSINESS/PROPERTY NAME: LIHTC ESTATES
PARCEL NUMBER: 001-001.00
2016 ASSESSORS REAL PROP VAL: $3,000,000
| PROPERTY INFORMATION AVE UNIT | 2015
GROSS FOOTAGE: 45,000 ' LAND SIZE (ACRES): 6.00 | SIZE (SF) |SALES RATIO
YEAR BUILT: 2010 UNIT/ACRE: 7.38 1,023 1.0000
| TYPE OF SUBSIDY/SUBSIDIES: | 7. Section 42 and Section 1602 | Tax Credits + Principal & Int Waived | '
1 e SUBJECT
| SUBJECT RENT i SUBJECT EXPENSES VACANCY
APT TYPE | # UNITS | RENT/MO | ANRUALIZED CATEGORY AMOUNT _m
3 BDRM-A 24 $500 44,000 2015
4 BDRM-A 14 3600 00,500 Administration $17,000 0%
3 BDRM-B 3 $450 16,200 Payroll Related 630,000 2014
4 BDRM-B 2 3550 13,200 Marketing & Leasing 84,200 0%
3 BDRM-C 1 $0 Repairs & Maint 855,000 201%
Insurance Expense $12,000 0%
Utilities $25,000
TOTALS: | |44 $519 274,200 ©s for Replacement $11,000
CONCEBRSIONS:
POTENTIAL GROSS INCOME: [8274,200 $154,200
ATION | | '
Enter % Or 8" Below - : % 5 $2.7400 | | Tax Credit
POTENTIAL GROSS INCOME: | §274,200 City Tax Ra $1.4200 $ 125000 s 2,987,600
VvacC 5.0% Eff Tax Rate: 1.6640% 3 3,012,000
b 2.0% apitalization Rate: 2013 $ 2,762,600
EFFECTIVE GRO INCOME: $265,974 f B 2014 $ 2.400,700
-EXPE i-H S§154,200 2015 3 2,225,700
+ ; 06,667 |1 400,000 2016 $ 197,000
NET OPERATING INGOME: S178,441 TN Type Subsidy 400,000 2017 3 1,633,800
8.01% Compliance Year $ 1.315.500
PRELIMINARY ING| VALUE 52227700 \le Term -Years: $ 981,300
+ ADD 88 : 50 : $ 630,100
- LESS FE PROPE : \ss,gn § 261,000
+ CREDITS| 5 675.9u?l‘-.\ | LEVEL REMAINING COMPLIANCE PERIOD
o - - $11.2 BEGIN YR END YR TOTAL YRS
PRELIMINARY REAL| PROPE $2,891 2016 2025 10
X 1O0L00% 50 Accumulated T. C. Value: 8 6,759,900
_—r \\ 2016 Level Value | $ . 675,990
REAL ub:
PROP $2.8¢1,2 N/A
VALUE - -
/ Equity - Vi .00% (: W;’ 0.00%
COMMENTS: | EXE[SE 1 A 1505  [BXP RATIO = LUE PERUNIT _ PER FOOT
*| Tax Credit Prop X 1.6640% = S11.248 | 865,709 f64.25

5 This shows that the”Level” Tax Credit Valuation Approach |'nummmnelammdwmmmzmw. Sectlon

~was ele _’,Ied.v_Sg,c‘_tqu _ux:r,e_dﬁ often provide the 1602 funds, in conjuction with Section 42 funding, often either eliminates
‘majority of the subsidy funding wi en awarded In c on the need for a conventional loen based on the restricted rent Income or
with the Section 1602 Subsidy. supplement the Section 42 Tax Credit $Sale/$1.00.

o1
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2016 Election Form for Low-income housing tax credit (LIHTC) property

DEADLINE: June 1

Pursuant to Tenn. Comp. R. & Regs. 0600-10-.03(3), (the
taxpayer), hereby notifies the assessor of the taxpayer’s election (please choose one):

Have the assessor include in the assessor’s annual appraisal, the present value of all future tax
credits for each of the unused tax credit years remaining on the property.

Have the assessor include in the assessor’s annual appraisal, instead of the present value of all
future tax credits, the average annual present value of the credit as calculated in Tenn. Comp. R. & Regs.
0600-10-.03(3)(a) (the present value of all future tax credits for each of the unused tax credit years
remaining on the property), based on the Compliance Period provided for in the Land Use Restriction
Agreement for the particular property being valued. The tax credit value for each year of the compliance

period beginning in tax year, , and ending in tax year, , will be

Notes to Taxpayer:

e Pursuant to Tenn. Comp. R. & Regs. 0600-10-.06(1), provide documentation necessary to permit
the assessor to apply the method elected hereunder.

¢ Pursuant to Tenn. Comp. R. & Regs. 0600-10-.06(1), if the taxpayer fails to notify the assessor of
the taxpayer’s election, the assessor shall choose either the “Declining Value” option outlined in
Rule 0600-10-.03(3)(a) OR the “Level Value” option outlined in Rule 0600-10-.03(3)(b). In the
absence of a taxpayer election, it is suggested that the Assessor elect the Level Value option, as
the means most likely to yield a consistent assessment year-to-year. However, if the property has
previously been assessed for one or more years via a Declining Value method, it is suggested the
Assessor elect to continue the Declining Value method, as switching from Declining Value to Level
Value would result in a total assessment over time that would exceed either method used
exclusively. Under the rule, the Assessor is bound by the method the Assessor has elected for
each year until the particular property’s subsidy is exhausted.

e Pursuant to Tenn. Comp. R. & Regs. 0600-10-.06(2), the taxpayer shall be bound by the method
elected hereunder for each year until the subsidy is exhausted.

EXHIBIT

i_3



e Pursuant to Tenn. Comp. R. & Regs. 0600-10-.06(2), existing taxpayers in operation on January 1,
2016 shall be valued by the method elected by the taxpayer under Tenn. Comp. R. & Regs. 0600-
10-.03(3) for the remaining period of the subsidy.

Assessor: Taxpayer name:
Signature
Date: By:
Signature
ts:
Title

Date:




