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Topics

Project Sources - Structure diagram

Project Uses - Eligible & Depreciable Basis

LIHTC Calculation 

Construction Flow of Funds 

Cash Waterfall

Taxable Income

Capital Accounts

Other























Cash Waterfall 

Soft Debt 

Deferred Developer Fee 

Asset Management Fee 

Incentive Fees 









Adjusted Capital
Aka 704(b) Basis

≠ Depreciable Basis 

Capital Account —

contribution, 

distribution and 

share of profit/losses 

Recourse Debt —

debt for which a 

partner bears 

personal liability

Minimum Gain —

non-recourse debt 

in excess of 

basis in assets



Adjusted Capital

Capital Account —

contribution, 

distribution and 

share of profit/losses 

Recourse Debt —

debt for which a 

partner bears 

personal liability

Minimum Gain —

non-recourse debt 

in excess of 

basis in assets

Increases in capital account: 

Capital contributions 

Share of Partnership income allocated to partner 

Decreases in capital account: 
Partnership distributions 

Share of Partnership losses allocated to partner 



Adjusted Capital

Capital Account —  

contribution, 

distribution and 

share of profit/losses 

Recourse Debt — 

debt for which a 

partner bears 

personal liability

Minimum Gain — 

non-recourse debt 

in excess of 

basis in assets

Recourse debt — a partner or related 

person bears the economic risk of loss 

Nonrecourse debt — no partner or related 

person bears the economic risk of loss



Adjusted Capital

Capital Account —  

contribution, 

distribution and 

share of profit/losses 

Recourse Debt — 

debt for which a 

partner bears 

personal liability

Minimum Gain — 

non-recourse debt 

in excess of 

basis in assets

Recourse Debt Adjusted Basis

of Property

Minimum Gain
_

=
debt secured by the property

secured assets



Minimum Gain

All Debt is Non-Recourse 

Assets 1,000,000 

Non-Recourse Debt 1,200,000 

Recourse debt 0 

Capital (200,000) 

Total debt & capital 1,000,000 

Minimum gain 200,000 

Observation Minimum Gain is created when total capital is negative 



Minimum Gain 

Nonrecourse debt — 

no partner or related 

person bears the 

economic risk of loss. 

Recourse debt —

a partner or related 

person bears the 

economic risk of loss 

Related Party Non-

Recourse —

§1.704-2(b)(4): a liability 

that is “nonrecourse for 

purposes of §1.1001-2” 

and a partner or related 

person bears the 

economic risk of loss – 

e.g. a non-recourse loan 

provided by the GP 
Partnership 

Min Gain Partner 
Min Gain 



Adjusted Capital

Capital Account —  

contribution, 

distribution and 

share of profit/losses 

Recourse Debt — 

debt for which a 

partner bears 

personal liability

Minimum Gain — 

non-recourse debt 

in excess of 

basis in assets

Deficit Restoration Obligation



Other Topics

Seller Financing / True Debt

Interim Income

Combining with other incentives 

ITC 

45L 

HTC 

Brownfield

50% Test

First Year Credit Calc
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This presentation contains images used under license. Retransmission, republication, redistribution, and downloading of this presentation, including any of the images as stand-alone files, is prohibited. This presentation may be considered advertising under certain rules of 

professional conduct. The content should not be construed as legal advice, and readers should not act upon information in this publication without professional counsel. ©1/4/2025 Nixon Peabody LLP. All rights reserved.

Thank you!
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