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What Happened to
Washington Summer Vacation?

A

few issues back, our esteemed affordable housing advocate and columnist, David
Abromowitz, vented in these pages about the lack of attention for our industry
among political candidates.
“Yet if history is a guide,” he wrote, “almost none of them will have much, if anything,
to say about one of the biggest costs in every family’s budget: housing.”
Well, the candidates on the primary trail may not be focused on us, but a lot of other
folks in their destination of choice—our nation’s capital—seem to be.
We had a number of stories on various members’ interesting projects in the works for
this issue that are now resting in the warming drawer. Because in over just one month’s
time, the Supreme Court, Congress and, on multiple occasions, HUD have each created
news we feel is important to share with and analyze for you.
Beginning on page 12, you will find seven separate stories and columns all reacting
to recent government actions under the heading, “Impact!” Not that we mean to imply
everything that has transpired here in Washington lately is bad. By no means. But like an
evening at Joe’s Stone Crab, it’s just a lot to digest in one sitting.
There seem to be a lot of opinions circulating on the effect of the Supreme Court’s
complex decision in the Texas Department of Housing and Community Affairs (DHCA) v.
Inclusive Communities Project, Inc. case, so we sent staff reporter Joel L. Swerdlow out to
gather a sampling of those opinions. (Impact of Disparate Impact, p. 12)
Meanwhile across the street from the Court, both a Senate committee and the full
House were passing their own appropriations bills for Fiscal Year 2016 that each ate
into both the Choice Neighborhoods Initiative and the HOME Investments Partnership
program. So we also asked Joel to survey NH&RA members on what these cuts will
really mean (Successful Programs Caught in Budget Brouhaha, p. 16) and columnist David
Abromowitz shares his reactions (What’s Next?, p.17).
HUD had a very busy month issuing new rules for the RAD program, calculation of
utility allowances and, within 10 days of the Court decision, clarification of disparate
impact procedures. We often depend on contributor A.J. Johnson to pull out the most
important points from government policy documents and make them easily accessible,
which he does on all three of these recent issuances throughout this issue. And our guru
in residence, David A. Smith, also had some thoughts to share about just why the RAD
program is successful. (The Guru is In, p. 20)
Another recent development in Washington with promise for our industry is the
arrival of David Leopold, who left Bank of America Merrill Lynch after 20 years in tax credit
housing finance to assume the role of Vice President of Affordable Housing Production at
Freddie Mac. David’s experience in the housing sector has inspired a lot of creative ideas
about the role Freddie Mac can play in affordable housing and he generously sat down
with our Darryl Hicks to share them. (Talking Heads, p. 6)
Washington wisdom tells us things slow down in the summer as the heat and humidity
settle along the Potomac (and as candidates scatter to campaign for an election a year
and a half away). But apparently not this year. We do hope you’re finding time to vacation,
though. And also that this issue provides you some good summer reading.
Marty Bell
Editor
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R.J. Collins, Tejas Housing Group
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David A. Smith (The Guru is In, p. 20) is Chairman of Recap Real
Estate Advisors, a Boston-based real estate services firm that
optimizes the value of clients’ financial assets in multifamily
residential properties, particularly affordable housing. He also
writes Recap’s free monthly essay State of the Market, available by
emailing dsmith@recapadvisors.com.
Joel L. Swerdlow (The Impact of Disparate Impact, p. 12 and
Budget Brouhaha, p. 16) is an author, researcher, professor and
journalist whose work has appeared in Harpers, Atlantic, Rolling
Stone, Harvard Business Review, Washington Post, and most
major American newspapers – as well as academic and scientific
journals. He covered the White House for NPR and was Associate
Editor and Senior Writer for National Geographic Magazine.
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THOM AMDUR:

New Developments

Elevating Affordable Rental Housing
In the National Dialogue

O

n June 24, Harvard University published its annual State of the Nation’s Housing
Report and the researchers found much to be concerned with. Housing starts are
down and homeownership rates are at a 20-year low. Our sector of the market is
fairing better in some respects as multifamily vacancy rates continue to decline and rents
increase, but these same trends are putting greater pressure on low and moderate- income renters.
The report finds that, “the cost-burdened share of renters, in contrast, held near
record highs in the face of stagnating incomes and steadily rising rents. In 2013, almost
half of all renters had housing cost burdens, including more than a quarter with severe
Thom Amdur
burdens (paying more than 50 percent of income for housing).”
Yet, if you listen to the national news or pay attention to Congress you might easily think there was no problem in the housing sector at all. In fact, affordable housing programs are facing external and perhaps existential
threats as never before. In the short term, the most prominent are proposed cuts that would essentially zero
out the HOME program as well as the ongoing sequester funding levels. The cuts to the HOME program are so
drastic in the Senate Appropriations legislation that it is easy to forget the program has already sustained cuts in
excess of $600 million from just a few years ago.
In the face of this crisis there are two recently launched national initiatives that are attempting to insert affordable rental housing into the national debate.
Make Room is a campaign to end America’s rental housing crisis by giving voice to the 11 million families who
are struggling to make rent. Working with public, private and nonprofit partners, Make Room raises awareness of,
and advances solutions for, the rental housing crisis. To shine a light on the issue, top musical artists are playing in
the living rooms of families who struggle with rent. With support from Enterprise, the MacArthur Foundation, the
Ford Foundation and Matter Unlimited, on the first of every month, the day the rent is due, Make Room releases
“Concerts for the 1st.” The campaign has already featured actor Edward Norton, Carly Rae Jepson (“Call Me
Maybe”) and Grammy winner Timothy Bloom.
Additionally, former Trammell Crow Chairman J. Ronald Terwilliger has launched his eponymous Foundation
for Housing America’s Families to bring the “silent” housing crisis to the national conversation and domestic
policy agenda. Former US Senator and Foundation Board Member Scott Brown notes, “One of the short-term
goals of the Foundation is to ensure that housing becomes a central issue in the upcoming presidential primaries.
By encouraging the candidates of both parties to lay out their plans to improve the housing situation in our country,
we will establish a solid platform for a comprehensive legislative response.”
Both initiatives seek to put affordable housing into the public consciousness and to elevate our issues. If they
succeed it will hopefully provide affordable housing organizations, like NH&RA, with additional leverage as we
navigate a challenging appropriations environment, inch towards tax reform debate and create new partners and
community support. I urge you to do your part in supporting these initiatives this summer by meeting with your
Congressmen and Senators in their home offices during the August recess and letting them know how your work
supports your community and how critical programs, like the LIHTC, NMTC, HOME and Section 8, are revitalizing
neighborhoods and creating opportunities for low-income Americans.
More information about the Foundation is available at www.jrthousing.org.
More information about Make Room is available at www.makeroomusa.org.
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Talking Heads
David Leopold, Freddie Mac: Creating New Investor Products
By Darryl Hicks

A

fter almost two decades at Bank of America Merrill
Lynch, most recently managing tax credit equity
investments, David Leopold maintained a passion for multifamily affordable housing but was looking
for something new. This past spring he was offered an
irresistible opportunity: He joined Freddie Mac, as Vice
President of Affordable Housing Production, where he
manages all lender relationships, transactions, and deal
negotiations for the multifamily affordable housing business.
Despite the move, Leopold remains a banker at heart
and he hopes to leverage his experience at BAML to
make Freddie Mac the largest financing source for affordable housing in the country.
Leopold sat down with Tax Credit Advisor to discuss
his goals and objectives for 2015 and beyond.
Tax Credit Advisor: I understand that you have some
innovative ideas for making Freddie Mac’s multifamily
products more competitive. What excites you most
about your current product line and what sorts of
innovative products can we expect from Freddie in the
future?
David Leopold: Before I joined the company, Freddie
Mac was already an innovator in the multifamily space
through its risk distribution/securitization platform. We are
now securitizing most of (90 percent) what we originate
(purchase), which this year will be well over $30 billion.
That securitization methodology means that Freddie
Mac can distribute risk by utilizing institutional investors
in a way that has never been done, particularly on the
affordable housing side. What I am most excited about is
focusing more of that multifamily securitization strength
on affordable housing. This already is being done with
our taxable mortgage products but the next step is to
bring that technology in a deeper way on the tax-exempt
side. The product that I am most excited about is our
Tax-Exempt Loan (TEL) program. TEL is a more efficient
tax-exempt execution. It looks like a direct placement as
opposed to a publicly-issued bond. We are not issuing

6
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securities, and that’s important, because the costs of
issuance are wrung out of
this structure, and we are
delivering a more competitive rate due to securitization.
It is the most innovative thing
that we are doing.
TCA: How is it working
so far?
Leopold: Great. We are
David Leopold
quoting on a daily basis and
aggregating loans. We are
doing a lot of these as forwards and that’s important to
remember. These are forward commitments. We don’t
fund until the property stabilizes. That creates a lag in our
aggregation, but it also makes it a more important product for the market.
TCA: With so many multifamily financing products
available in the marketplace today how do you
differentiate Freddie Mac’s suite of products?
Leopold: There are other private placement providers,
but we are now the only one that has the technology to
aggregate tax-exempt loans, and we are the only one that
covers the entire country. I would also point out that when
you compare Freddie Mac to other secondary market
players, we can deal with complexity better. We are not a
prior-approval shop that says ‘if it fits in this bucket, you
can do it, we’ll approve it later.’ We get involved with our
partners, our seller-servicers, right up front which means
that we have assigned a team of underwriters to figure
out how best to structure a deal that results in a “yes.”
That means we can deal with bigger, more complex
transactions. This year, our smallest deal will be around
$3 million and our biggest deal will be $500 million.
Talking Heads, continued on page 8

www.housingonline.com
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Communities
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There’s a lot of potential around us.
A real opportunity to make lives
better – one green space, one school,
one community at a time. It’s time to
break new ground for the future,
and we’re ready to act.
With the strong backing and advice
from SunTrust Community Capital,
we know we have a great foundation
and can build with confidence.
Their personalized service and
solutions have delivered real
momentum to our communities.

Call a SunTrust
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or visit suntrustcre.com
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Talking Heads, continued from page 6

TCA: Did that flexibility come from you, given your
background in banking where complex affordable
housing transactions are common, or did you compliment a level of thinking that already existed?
Leopold: I was fortunate to join a very well-established
team of experts, so when I say that Freddie Mac has an
ability to work out complex deals, that pre-dates me.
What I bring to the job is a reinvigoration of engaging
earlier on and working through those issues in partnership with sellers and borrowers (developers) together. In
other words, a willingness to get our hands dirty early on.
TCA: How has your banking background helped you
transition into this new position at Freddie Mac?
Leopold: I came from the primary to the secondary market. One of the big differences in the primary market is an
ability to get your hands dirty and slog through the issues
and deal with matters that are less uniform. That interest
in, and desire to bring customized solutions, is a directional push that I am bringing.
TCA: Besides TEL, are you working on any additional
multifamily products?
Leopold: We are looking to get more aggressive in helping developers acquire and preserve affordable housing.
We are already aggressive in the area of preservation, in
terms of how we size and structure mortgages for such
deals, but we are going to add to that a suite of products
focused on acquisition, with an eye toward re-syndicating and preserving existing affordable housing. There
is already increased competition to acquire affordable
housing and the ability to preserve it as affordable means
that those borrowers who have the intent to maintain affordability need to be able to compete with other buyers
who may not have the same incentive. Our guys, the ones
who want to maintain affordability, need to have access
to quick, aggressive capital. This has not been an area
where Freddie Mac has traditionally played, but that is
one of the areas that I want to focus on.
TCA: What does your rollout timeline look like?
Leopold: People will see a new acquisition/preservation
product within the next 90 days.

8
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TCA: What type of multifamily volume do you anticipate Freddie Mac will originate this year? How much
of that will be affordable?
Leopold: Multifamily volume will be well over $30 billion
and targeted affordable will be over $3 billion.
TCA: How is Freddie Mac embracing energy efficiency
and sustainable development practices?
Leopold: We wholeheartedly embrace these practices.
Later this year we hope to begin injecting an energy efficiency number into our
We are already
securitizations so that
we can start tracking
aggressive in the area
successes against enof preservation, in
ergy efficiency factors
terms of how we size
in line with the Enviand structure mortgages
ronmental Protection
Agency’s Energy Star
for such deals, but we
score. This will help us
are going to add to
evaluate credit quality
that a suite of products
and capital markets
performance, in other
focused on acquisition,
words how aggressively
with an eye toward
investors are willing to
re-syndicating and
bid by “green” score.
By doing that over
preserving existing
time, I think we will be
affordable housing.
the first capital provider
to be able to assess investor interest by energy efficiency
level. The details are still being flushed out.
TCA: What are your personal views on the Supreme
Court’s ruling in Texas Department of Housing
and Community Affairs v. Inclusive Communities
Project and its future impact on affordable housing
development?
Leopold: I am not going to comment on individual court
rulings, but what I will say is that I am personally committed to promoting affordable housing in every market
throughout the country. The housing affordability crisis in
this country is not about this community or that community.
It’s about every community.
Talking Heads, continued on page 10
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Talking Heads, continued from page 8

TCA: Midway through 2015, what noteworthy trends
are you seeing in affordable housing/tax credit
financing? What markets are you seeing the most
development activity? What product types?
Leopold: The biggest trend I’m seeing isn’t with tax
credit financing, but tax credit equity. The capital markets
are awash in equity. We are seeing pricing in excess of a
dollar in most markets. To me, that means that tax credit
equity has become more commoditized. The customized
solutions in the tax credit equity space have become less
valuable as pricing has gotten to a point where people
ask ‘how quick can I get it?’ and ‘what’s the dollar per
credit?’ This means that there is more value than ever in
being able to provide customized solutions for the debt
structure. In response to your second question, the markets that tend to have “soft” money drive transactions,
places like New York, California, and possibly Colorado,

which is talking about launching a new soft debt program.
In these areas, bond deals are becoming more viable and
that’s what is driving transactions.
TCA: I’ve interviewed some of the nation’s largest
affordable housing developers and they all say the
same thing— more funding sources are needed to
keep pace with the demand for affordable housing.
What is Freddie Mac doing to resolve this crisis?
Leopold: Freddie Mac’s goal is to become the number
one capital provider for affordable housing in this country.
In specific jurisdictions, our role is to listen to the needs
of communities and
Like any financial
tweaking our products
to accommodate those
institution in this
needs. To the extent that
country, we operate
California wants to roll
under a regime of
out a new subsidy, we
will look at our products
regulatory constraints.
and figure out the best
If we introduce a new
way to maximize the
value of that program.
product that supports
Everything we do
affordable housing, the
involves public and
FHFA needs to approve
private dollars and our
product set needs to
it, but they are very
maximize the value of
supportive of our
those public dollars for
creating and preserving
efforts in this area.
affordable housing.
It’s a different answer for every jurisdiction. One of
the reasons I talk so much about the Tax Exempt Loan
program is its flexibility. It can be funded immediately,
it can be funded as a forward commitment and it can be
variable or fixed. It allows for a lot of different structuring
options to meet the needs of local jurisdictions.
TCA: While you talk a lot about flexibility, Freddie Mac
is still under the conservatorship of the Federal Housing Finance Agency. Does that create any constraints
on what you’re able to do?
Leopold: Like any financial institution in this country, we
operate under a regime of regulatory constraints. If we
introduce a new product that supports affordable
housing, the FHFA needs to approve it, but they are
very supportive of our efforts in this area.
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Courthouse Square Apartments, a 26-unit historic rehabilitation for seniors in Ottawa,
Kansas. Total development cost: $3,277,447. Rehabilitation scheduled for completion in
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Investor Contact, Christine Cormier
Developer Contact, Darrick Metz
New Markets Contact, David Shafer

949.236.8233 | ccormier@wncinc.com
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IMPACT!
Special Section:

IMPACT!
June 9

House of Representatives approves
Fiscal Year 2016 Transportation,
Housing and Urban Development
Appropriations bill that severely
cuts Choice Neighborhoods and
HOME programs.

June 22
Department of Housing and Urban
Development (HUD) issues
Methodology for Computing
Multifamily Housing
Utility Allowances.

Supreme Court
The Impact of Disparate Impact

June 25
Supreme Court rules in Texas
Department of Housing and
Community Affairs (DHCA) v.
Inclusive Communities Project, Inc.
reinforcing disparate impact.

June 25
Senate THUD Committee passes
FY 2016 Appropriations bill
also severely cutting Choice
Neighborhoods and
HOME program.

June 26
HUD issues Rental Assistance
Demonstration (RAD) revisions.

July 8
HUD issues rule on procedures
for Affirmatively Furthering
Fair Housing.

By Joel L. Swerdlow

“I

t would be paradoxical to construe the FHA [Fair Housing Act] to
impose onerous costs on actors who encourage revitalizing dilapidated housing in the Nation’s cities merely because some other priority
might seem preferable.”
That’s from a recent ruling by the U.S. Supreme Court in Texas Department of Housing and Community Affairs (DHCA) v. Inclusive Communities
Project, Inc—affirming that allegations of Fair Housing Act (FHA) violations
can be supported by evidence of disparate impact. In this particular case
as Jennifer Schwartz, Assistant Director for Tax Policy and Advocacy at the
National Council of State Housing Agencies (NCSHA) summarizes it, the
plaintiff alleges that “Texas DHCA had caused continued segregated housing patterns by allocating a disproportionate amount of the state’s Housing
Credits [federal low income housing tax credits] to developments in predominantly black inner-city areas.”
What impact will the decision have on the affordable housing industry;
e.g. decisions about which projects to pursue and which neighborhoods
to develop? And how is it going to affect state housing agencies in their
requirements and priorities?
Answers to such questions, experts emphasize, will probably emerge
from the majority opinion’s—written by Associate Justice Anthony Kennedy
—complex prescription for identifying and verifying disparate impact. As
Schwartz emphasizes, “The opinion noted limits to disparate impact liability for affordable housing purposes, stating ‘Here, the underlying dispute
Supreme Court, continued on page 14
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IMPACT!
Supreme Court, continued from page 12

the law firm Ballard Spahr, “While the Supreme Court did
involves a novel theory of liability that may, on remand
uphold disparate impact in the Fair Housing context,
[return of the case to a lower court to be retried], be
Justice Kennedy’s opinion also reiterated that this is a
seen simply as an attempt to second-guess which of two
very fact-specific determination and there are circumreasonable approaches a housing authority should follow
stances where additional affordable housing investments
in allocating tax credits for low-income housing. An
in impacted communities are not only permitted, but
important and appropriate means of ensuring that dispabeneficial to low income minority residents. It is hard to
rate impact liability is properly limited is to give housing
say how this will play out in future disparate impact cases,
authorities and private developers leeway to state and
but I do think it provides some comfort to developers,
explain the valid interest their policies serve….’”
lenders and investors who see the benefits
Indeed, the real-world effect of the
that affordable housing can bring to historiSupreme Court decision may very well be to
Most people seem to cally minority communities.”
increase the burden on plaintiffs who claim
The Supreme Court decision, moreover,
specific government programs have dispaagree that the most
does not occur in a vacuum. “How LIHTC
rate impact
immediate effect,
is allocated under the QAP is also a considMost people seem to agree that the
“may be that some
eration under HUD’s new Affirmatively
most immediate effect, says Andrea Ponsor,
Furthering Fair Housing rules that require
an attorney who serves as Policy Director
states revisit their
state and local government recipients of
for the Local Initiatives Support Corporaqualified
allocation
HUD assistance to work with their commution, “may be that some states revisit their
qualified allocation plans (QAP) with an eye plans (QAP) with an eye nities to create plans to take ‘meaningful
action’ to further fair housing goals,” says
towards preferences that shift some funds
towards preferences
Ponsor. “This may also trigger some changto developments in higher opportunity
neighborhoods.”
that shift some funds es to the QAP and/or to the ways a state
uses LIHTC with HUD funds. This is a higher
At the heart of this are two broadly
to developments in
standard than just not discriminating—the
supported goals that may conflict with one
rule provides a framework for carrying out
higher opportunity
another: revitalization (including historic
the recipient’s duty to work to overcome
preservation) of communities that have, in
neighborhoods.
patterns of segregation and to foster incluthe court’s words, “long suffered the harsh
sive communities.”
consequences of segregated housing patAnother unknown is what impact, if any, the focus on
terns,” and fair housing practices that combat, or at least
variables, like “high opportunity communities” and “fair
do not strengthen, discriminatory patterns (which could
housing” principles, will have on allocation of affording
involve many protected classes, such as people with dishousing tax credits to rural communities.
abilities).
Ultimately, of course, no one knows with much
“The majority opinion,” says Ponsor, “acknowledges
confidence what will happen as a result of Texas v Incluthat revitalizing low income communities is a legitimate
sive Communities, or even what will turn out to be most
concern for communities and not inherently contradictory
important. “We’ve discussed this,” says one official at
to fair housing goals. We hope that this acknowledgment
a large state’s Housing Agency, “and all we can say at
of the legitimate interest in both mobility and revitalizathis time is that we are evaluating its potential impact.”
tion will be part of any changes to qualified allocation
When such a situation exists, a time-tested principle
plans and local housing strategy. Families should be able
called Occam’s Razor states that the simplest explanation
to make choices that include the choice to move to a new
for events is the most likely to be true. Thus, the most
neighborhood and to stay and enjoy the revitalization of
important sentence in the majority opinion may be nine
their own neighborhoods.”
words yet to receive much attention, “Entrepreneurs must
Adds Sharon Geno, who leads the Governmentbe given latitude to consider market factors.”
Assisted Housing Team at the Washington, DC office of
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IMPACT!
HUD: Affirmatively Furthering Fair Housing Explained

O

n July 8, 2015, the Department of Housing &
Urban Development (HUD) issued a final rule on
the procedures that must be followed by localities with regard to Affirmatively Furthering Fair Housing.
The rule directs HUD program participants to take significant actions to integrate all zip codes in a particular
locality. The rule refines the prior approach by replacing
the analysis of impediments (AI) with a fair housing
assessment of localities, and was issued almost immediately after the Supreme Court held that the Fair Housing
Act allows “disparate impact” claims.
The rule indicates that HUD will provide states, local
governments, public housing agencies, and the general
public, with local and regional data on integrated and
segregated living patterns, racially or ethnically concentrated areas of poverty, the location of certain publicly
supported housing, access to key community assets, and
disproportionate housing needs based on federally protected fair housing classes.
The approach proposed by HUD in 2013, and adopted in this final rule, with revisions, requires the use of an
Assessment Tool, providing data to program participants
related to certain key fair housing issues, and institutes
a process in which HUD reviews the assessments, prioritization, and goal setting of program participants. While
the final rule states that specific outcomes of the planning
process are not mandated, HUD has shown through prior
actions that if it does not agree with local decision-making, federal funds will be withheld.

Legal Authority
HUD is relying on Section 808(d) of the Fair Housing
Act for legislative authority to take this action. This section
of the Act requires all executive branch departments and
agencies administering housing and urban development
programs to administer the programs in a way that “affirmatively” furthers fair housing. This essentially means that
in addition to prohibiting discrimination, the programs
must encourage integration.
Major Provisions of the Rule
1. Replace the AI with a standardized Assessment of Fair
Housing (AFH) through which program participants
identify and evaluate fair housing issues, and factors
contributing to fair housing issues;
www.housingonline.com

By A. J. Johnson

2. Improve fair housing assessment, planning, and decision
making by HUD providing data that program participants must use in their assessments of fair housing;
3. Incorporate – explicitly – fair housing planning into
existing planning processes, the local consolidated
plan, and the PHA Plan;
4. Encourage and facilitate regional approaches to
address fair housing issues; and
5. Provide an opportunity for the public, including
individuals historically excluded because of characteristics protected by the FHA, to provide input regarding fair
housing issues, goals, priorities, and the most appropriate uses of HUD funds and other investments, through a
requirement to conduct community participation as an
integral part of the new assessment process.
HUD believes that the rule has the potential for substantial benefit not only for program participants but also
for the communities being served. HUD also believes that
the new system will provide better data and greater clarity
to participants, which will improve the planning process.
This requirement is likely to pose particular challenges
for cities in the Northeast and Midwest that have the highest levels of segregation. These include Detroit, Milwaukee,
New York and Newark, NJ. In many of these cities, the
segregation of less-wealthy minority families is entrenched.
Despite the rule being final, this HUD initiative is by no
means a done deal. Conservative members of Congress
have denounced the plan and are moving to deny funding for its implementation. It is also possible that some
localities will follow the example of Westchester County,
NY, and give up federal funding rather than comply with
HUD’s directives. On the other hand, some local governments, like the Chicago suburb of Oak Park, have already
implemented plans that are likely to comply with HUD
requirements.
Local governments that receive federal funding are
required to amend their plans at least once every five
years. For some localities, the new rules may not need to
be addressed until 2020. While the rules apply to governmental jurisdictions, it will impact the development
community, since local decision-making and planning will
dictate the location of affordable housing projects.
Tax Credit Advisor | August 2015
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IMPACT!
Congress: Successful Programs
Caught in Budget Brouhaha
Choice Neighborhoods Initiative and
HOME Threatened…for now
By Joel L. Swerdlow

T

he budget battle between Congress and the White
House is heating up, and among possible casualties
are two housing programs that seem to enjoy strong
bipartisan support.
These unlikely casualties are the Choice Neighbohoods
Initiative (CNI), started in 2009, which has been used to
comprehensively revitalize high-poverty public and assisted-housing communities; and the 1995-initiated HOME Investment Partnerships Program (HOME), which, now goes to
about 650 jurisdictions across the country, providing, according to the National Association of Housing and Redevelopment Officials, (NAHRO), “critical gap funding for housing
credit developments [and is] the largest federal block grant
to state and local governments designed exclusively to
create affordable housing for low-income households.”
The Obama Administration’s request of $250 million for
funding CNI was recently cut to $20 million in the House
Appropriations Committee, and to $65 million by the
Senate Appropriations Committee; and funding for HOME
was $1.06 billion in the President’s request, and $66 million
in the bill passed by the Senate Appropriations Committee—a cut of 93 percent. (HOME as given $900 million by
the House Appropriations Committee, much via essentially
“zeroing out” the Housing Trust Fund.)
Even rough estimates of the impact of such cuts are
attention-getting. Just to cite one example, the Department of Housing and Urban Development (HUD) says
funding HOME at the Senate level for one year would
mean decreasing by nearly 40,000 the number of affordable
housing units built.
These threatened cuts have little to do with housing
and everything to do with the new “regular order” in the
congressional appropriations process. The Obama Administration and Congress agreed in the Budget Control Act
of 2011 to cap spending starting in fiscal year 2013-2014.
After feeling the effect of arbitrary spending limits in 2013,
legislators suspended what’s called “sequestration” until
FY 2016—which means limits on spending based on politics
in 2011, and not realities in 2015, are now scheduled to go
into in effect.
“Every area of government activity has programs like
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CNI and HOME that are highly regarded and nonetheless
face a severe decrease in funds,” says an official of the
National Low Income Housing Coalition. “It’s not a responsible way to make decisions about spending money.”
What will happen next? When Congress returns from
its summer recess, it will confront a midnight, September
30 deadline for taking action before the end of the fiscal
year—otherwise, the government shuts down. “We used
to put in all-nighters to have everything done by the beginning of the new fiscal year on October 1,” says someone
who has participated in budget battles since the 1980s,
“but now those days are long gone. Congress may pass a
continuing resolution and then figure out all kinds of ways
to play brinkmanship.”
In the meantime, CNI and HOME remain in the budgetary crosshairs. “It shows how out-of-control things can
become,” says one developer. “Both programs have broad
constituencies and broad appeal and proven track records,
and yet they are in danger.” Explanations flow through
Washington, DC at the speed of rumor. “We had nothing
against either CNI or HOME,” says a spokesperson for
the Senate Appropriations Committee. “We had a limited
amount of money and we had to cut somewhere.” Analysis
posted by NAHRO captures some of the nuances:
Chairwoman Susan Collins (R-Maine) [of the Senate
Appropriations Committee] said that she was forced to
cut HOME to avoid cuts to other programs that would
evict families from their homes. However, Chairwoman
Collins also mentioned the harmful 2011 newspaper
articles chronicling alleged misuse of HOME funding ….
Some Members of Congress suggest that even deeper
levels of machination are in play, and that next year’s funding for CNI and HOME has been cut in meaningless bills
everyone knows the President would veto, and the “real”
bills with “real” figures have yet to emerge.
“People should tell their representatives they don’t like
how things are being done,” says an affordable housing advocate. “We shouldn’t be cutting proven programs and we
shouldn’t be making important decisions in a haphazard,
avoid-an-emergency way.”
www.housingonline.com

DAVID ABROMOWITZ:

What’s Next?

HUD, Let’s Talk

H

appy 50th birthday as a Cabinet agency, HUD!
When you took your seat at the President’s table
back in 1965, issues of race and equality were on
the front pages daily, and the challenges facing American
cities had become a priority. One of your first Secretaries,
George Romney, embodied the spirit that you could tackle
those challenges. He championed desegregation and a
strong urban policy emphasizing region-wide solutions.
But soon that zeal cooled, and later calls to rein in
or even eliminate you, HUD, became a feature of Washington life, with the cyclical regularity almost equal to
Haley’s Comet (but more frequent.) Most of your funds
for creating new affordable housing were cut back or
eliminated in the 1980s. Congress started down the path
to eliminate you altogether in the 1990s, which prompted
your “reinvention” by the Clinton Administration.
By the 2000s, with few development tools left at your
disposal, your job description had changed. You became
mostly an asset manager of an existing Section 8 and
public housing portfolio, manager of the FHA, and a
workout specialist for troubled deals. Most of the limited
new funds flowing into affordable housing were generated
through the Low Income Housing Tax Credit—run by your
much older brother, Treasury.
By 2012, the younger candidate Romney could speculate about abolishing you—which drew applause from
conservative commentators. This was a significant shift
from the days when Jack Kemp eloquently defended you,
saying that despite advice from ‘’both the right and left’’
to abolish HUD because critics “believe a laissez-faire
marketplace” is the answer, his view was different: ‘’I think
they are wrong. I won’t take a back seat to anyone in
recognizing that the private sector, free markets, capitalism
and economic freedom are the cornerstone of America’s
prosperity. But in a society that believes in traditional Jewish
and Christian principles of compassion and concern, we
need both a social safety net below which no one can fall
and a ladder of opportunity on which everyone can climb.“
So how are you doing these days, HUD, as we head
into another Presidential election cycle with a high likelihood that someone will remember to put you on their list
of agencies to eliminate?
One key health indicator is how you fared in the budget
numbers recently passed by House and the Senate. Overall,
not bad for a middle aged agency always suffering a lot
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of stress, but in a few areas you’re
showing signs of trouble.
Most of your programs would
be roughly level-funded compared
to FY 2015, under the bills adopted
by the House and Senate appropriators for FY 2016. But the end
of the deal from 2012 that delayed
the deepest cuts to non-defense
David Abromowitz
spending mandated by the
“sequester” terms of the 2011 Budget Control Act forced
some deep cuts – and deep they were to some of your
vital organs. A few highlights:
•

Tenant Vouchers: The Senate bill chops $352 million
from rental voucher renewals off of the level that you
estimate is needed to avoid cutting back on families
assisted—at a time when rents are rising rapidly. And
the House cut over $200 million more!

•

Public Housing: The Senate cut public housing capital
funds by $132 million, and the House cut this funding
by nearly $300 million, despite public housing’s $26
billion repair backlog.

•

HOME Program: And as an ongoing sign of the
diminishing role of HUD in developing new affordable
housing and helping many cities address their needs,
the Senate cut the HOME program by 93%. In this area,
the House was relatively benign with a cut of only $133
million. All this follows prior cuts in HOME funding
levels from $1.8 billion to $900 million last year.

•

Choice Neighborhoods: Against the backdrop of
events of the past year highlighting ongoing lack of
opportunity in many low income urban communities,
your Choice Neighborhoods approach is cut back by
$15 million (Sensate) to as much as $60 million (or 75%
by the House).

You’ll survive another year, HUD, but your long-term
prognosis is cloudy. The front pages still carry many headlines highlighting issues of race and equality, eerily echoing
the era that birthed you. Perhaps we need to reinvigorate
you, to help the nation address those issues. But the old is
not in favor in Washington these days, and you are just not
“disruptive” enough to catch the imagination. If only you
could invent an app to make housing affordable….
Tax Credit Advisor | August 2015
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IMPACT!
HUD: RAD Revision

By A. J. Johnson

O

n June 26, 2015, HUD published a Notice in the
Federal Register revising some of the rules of the
Rental Assistance Demonstration (RAD) Program.
The RAD program provides the authority to convert various
housing programs to long-term project-based Section 8
rental assistance. The revised Notice PIH-2012-32, REV-2
summarizes key changes made to the program. Most elements of the revised Notice are effective June 26, 2015.

Background
RAD allows for the conversion of assistance under
the Public Housing, Rent Supplement (Rent Supp), Rental
Assistance (RAP), and Moderate Rehabilitation (Mod Rehab)
programs to long-term, renewable Section 8 assistance.
RAD has two separate components:
1. First Component: allows projects funded under the Public
Housing and Mod Rehab programs to convert to long-term
Section 8 rental assistance contracts. These contracts may
be either Project-Based Vouchers (PBVs) or Project-Based
Rental Assistance (PBRA). The RAD statute authorizes up
to 185,000 units to convert under this component.
2. Second Component: allows owners of projects funded
under the Rent Supp, RAP, and Mod Rehab Programs with
a contract expiration or termination occurring after
October 1, 2016, to convert Tenant Protection Vouchers
(TPVs) to PBVs or PBRA. There is no cap on the number of
units that may be converted under this component of RAD.
Key Changes
First Component:
1. Reflects increase in the unit cap from 60,000 to
185,000 units;
2. Modifies the first-come, first-serve approach for selecting
projects for participation in RAD in order to prioritize
projects that are part of broader neighborhood revitalization and that have higher investment needs;
3. Limits conversions under the First Component to
Public Housing projects. Mod Rehab projects will now
be converted only under the Second Component;
4. Extends the time period for submission of the application
for the final phase of multi-phase projects to July 1, 2018;
5. Provides contract rents at FY 2014 rent levels for all
awards made after the increase in the unit cap;
6. Ensures that residents retain rights and protections
when their Total Tenant Payment (TTP) exceeds the
gross rent on the HAP Contract;
7. Eliminates interim program milestones to streamline
processing and provides additional time to submit
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8.

9.

10.

11.
12.
13.

14.

15.

financing
plans for
LIHTC transactions, to
better align
those deadlines with those of LIHTC providers;
Identifies specific HUD nondiscrimination and equal
opportunity requirements that are applicable under different conversion plans and established an up-front HUD
review of these requirements for certain transactions;
Stipulates when non-dwelling property and land can
be removed or released from the Public Housing Program in conjunction with the conversion of assistance;
Permits RAD contract rents to increase by a portion of
the estimated savings in resident utility allowances (this
provides an incentive for energy efficiency);
Permits Section 8 assistance to “float” within certain
mixed-income properties;
Provides additional flexibility for voucher agencies to
implement Choice-Mobility provisions in PBV conversions;
Clarifies the applicability of site and neighborhood
standards to new construction on the site of existing
public housing;
Clarifies that a PHA may operate a PBV program or HCV
program-wide waiting list and that a project owner
may operate a community-wide waiting list for its PBRA
projects; and
Provides greater detail regarding conversions that
would transfer assistance to a new site.

Second Component:
1. Provides an option for owners of Mod Rehab, Rent
Supp, and RAP projects to convert to 20-year PBRA;
2. Permits Mod Rehab SROs that were funded under the
McKinney-Vento Homeless Assistance Act to convert to
long-term PBV or PBRA contracts;
3. Formalizes the applicability of Davis-Bacon wages for
conversions of assistance; and
4. Clarifies the PBV rent setting requirements for
Section 236 decoupled projects.

New Waivers & Alternative Requirements
These requirements are effective as of July 6, 2015:
1. Under-Occupied Units at Time of Conversion: Families
occupying, at the time of conversion of assistance, a unit
that is larger than appropriate, may remain in the unit
until an appropriate-sized unit becomes available in the
RAD Revision, continued on page 19
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covered project. Under the Second
Component, this alternative requirement will only apply to families who
are elderly or disabled.
2. Assistance for Families when Total
Tenant Payment (TTP) Exceeds Gross
Rent: PHAs and owners must continue to treat certain families in public
housing that has converted assistance
as assisted and charge 30 percent of
adjusted gross income for rent. The
families covered by this alternative
requirement must have incomes high
enough for their TTP to exceed the
contract rent yet still remain eligible
for assistance or otherwise be unable
to afford market rate housing in their
community;
3. Choice-Mobility Cap for Public
Housing Conversions to PBV: PHAs
may, for projects that have converted
assistance from Public Housing to
PBV, provide one of every four turnover vouchers to households on their
regular HCV waiting list instead of for
Choice-Mobility vouchers;
4. Rent Supp/RAP Contracts After
Section 236 Prepayment: The original
RAP or Rent Supp contract may remain in place for 60-days after repayment of a Section 236 mortgage until
the PBV HAP contract is executed;
5. Uniform Physical Condition Standards (UPCS) Inspections: All units
converting assistance to PBRA must
meet the Uniform Physical Condition
Standards no later than the date of
completion of initial repairs as indicated in the RAD conversion commitment; and

Providing financial expertise and
capabilities to help create affordable
housing nationwide.
bofaml.com/commercialre

6. Floating Units: For certain projects
(Choice, Mixed Finance, and HOPE
VI), HUD is allowing PBV assistance to
float among unassisted units.
Participants in the RAD program
should obtain and review the requirements of the revised Notice.
www.housingonline.com
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DAVID A. SMITH:

The Guru is In

Why RAD worked

R

AD’s birth a little over three years ago could scarcely
have been less heralded: tucked obscurely into an
appropriations extender, it offered no new money
(not a bug, a feature; if RAD had had scoring cost, it
could never have emerged from the sausage factory);
outside the public housing realm it was greeted with
indifference; and within public housing circles it was generally treated with at best hostile vigilance1. How then
could this unassuming program blow through its original
optimistic cap, tripling in size to over 180,000 apartments
(nearly 15% of the entire public housing inventory) with
no signs of slowing down?
The following 10 reasons, visible with the perceptivity
that hindsight affords, can serve as a checklist for stealth
reformers seeking to make constructive change in our
otherwise sclerotic government:
1.

RAD was voluntary. No housing authority is
compelled to participate. Aside from eliminating
all sorts of legislative hurdles and nasty political
trench-warfare opposition, it lets the enterprising and
optimistic discreetly separate themselves from the
larger observant herd.

2.

RAD was long, long overdue. Back in 2006, I wrote
three gloomily prescient articles about public housing, starting with The Ghost of Christmas Yet to
Come, that prophesied doom unless we did something, and charted a course to a more hopeful future.
Six years and a couple of false starts later, RAD was
born – and not before time.

3.

RAD was (and is) the only game in town. With
HOPE VI in a funding coma, housing authorities with
inventory reaching physical breakdown, faced two
choices: sit and stew while the properties declined
by every metric imaginable, or jump into the unknown
RAD queue. Even the initially skittish decided they
should dabble. Once dabbling, they became absorbed,
then enthusiastic.

I was an outlier; from the beginning, I thought RAD a program on
which to jump, writing at the RAD notice’s publication in June, 2012 that
“this is an opportunity window similar to 1989’s preservation and 1998’s
mark-to-market, and could be the most exciting time in public housing
in four decades.” I told you so.

David A. Smith

4.

RAD properties had ‘embedded lift potential’
from removal of administrative ballast. Public
housing’s governance, a legacy of the Roosevelt
Administration (I kid you not), consigns properties to
a world of obsolete procedural and administrative
burdens that add compliance cost for minimal impact
benefit. Simply dumping that ballast created NOI
lift, and that NOI lift did wonders to counteract the
absence of higher rents.

5.

HUD wanted RAD to work. As a small demonstration,
RAD could be and was staffed by a few HUD specialists, including some drawn into Federal service
explicitly for this purpose, who wanted it to work.
With regulatory white space into which to write rules,
knowledgeable program practitioners could and did
create practical, encouraging guidance. These individuals did the country a great service.

6.

RAD offered low-cost, low-risk intake. Knowing
that RAD was being greeted skeptically, the program
designers wrote their rules for easy entry and no-risk
exploration; with only a modicum of documentation,
one could toss in an initial application that one could
withdraw at any time. We at Recap supplemented
that approach by offering a quick feasibility assessment, free to any housing authority that requested
one. The combination of easy entry and instant exit
encouraged the curious and disarmed the fearful.

7.

Early adopters showed the way. Voluntary application
meant the first submissions were doubly self-selected:

1

Guru, continued on page 21
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good and entrepreneurial housing authorities (many
from the West and Pacific Northwest) and good properties. These early adopters showed that RAD was
possible and how to do it; the observant herd could
then mimic and modify the pioneers’ paradigms.
8.

As a demonstration, RAD could evolve quickly.
Being framed only out of appropriations provisos,
RAD was governed by HUD administrative notices;
these in turn were informed by the early-adopters’
suggestions (Recap alone submitted 15 pages of
technical comments) and initial properties. Learning
by doing is speedy; rule-writing by practitioners
who are domain experts beats hollow the clanking
machinery of full-blown program rollout.

9.

Liberated RAD properties could attract new
resources. Not only is legacy public housing encumbered with anachronistic regulatory chains, it is
precluded from tapping every post-Roosevelt revitalization resource: allocated LIHTC, volume-cap bonds,

www.housingonline.com

HOME and CDBG and state/ local trust funds. Shedding the legacy public housing covenant made these
RAD properties not only eligible for new money but
also, because of their location, age, deeply impacted
tenancy, capital backlog, and sponsorship, high-scoring QAP candidates.
10. RAD tiptoed into existence without being
‘authorized’. Although most legislation follows a
classical sequence – authorize in law first, then appropriate to fund – through a quirk in the legislative
process a program can be piloted via appropriations,
which outflanks the scrums of hearings, testimony,
symbolic posturing, and Capitol Hill lobbying. Because
RAD was so overlooked in its gestation, nobody bothered to oppose it or to hang their own personalized
agendas onto it. Born remarkably free of extraneous
clutter, RAD could grow as made sense.
Affordable housing visionaries take note: not all
revolutions must be announced. Some of them triumph
before anyone notices.
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IMPACT!
HUD: Calculating
Utility Allowances

By A. J. Johnson

O

n June 22, 2015, HUD issued Notice H-2015-04,
Methodology for Completing a Multifamily
Housing Utility Analysis. The Notice provides instructions to owners and management agents for completing the utility allowance required at the time of the annual
or special adjustment of contract rents and when a utility
rate change results in a cumulative increase of 10 percent
or more from the most recently approved utility allowance.
The Notice applies to a number of HUD programs,
including:
•

Project-based Section 8 (including Rural Housing
Section 515 projects with Section 8);

•

Section 101 Rent Supplement;

•

Section 236;

•

Section 236 RAP;

•

Section 221(d)(3) BMIR; and

•

All Section 202 and 811 Programs

Owners of multifamily housing properties that receive
subsidy assistance, and for which HUD provides a utility
allowance, are required to adjust their properties’ utility
allowances every year at the time of the annual and special
adjustments of contract rents. Utility adjustments must be
supported by a utility analysis. Other requirements of the
process include:
•

Adjustments to the utility allowance must be made
regardless of whether the allowance shows an increase
or a decrease;

•

A minimum of 30-days notice must be provided to
tenants for any utility allowance decrease;

•

Tenants have the right to participate in, and comment
on, a proposed utility allowance decrease; and

•

A utility allowance must be increased mid-year when
changes in utility rates result in an increase of 10 percent or more to the allowance from the most recently
approved utility allowance.

The methodology dictated by the Notice is premised
on calculating average utility consumption based on actual
tenant consumption by unit size. It is designed to provide
an estimate of reasonable consumption by an energyconservative household of modest circumstances.
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Methodology
Property
owners must
establish baseline utility allowances for each of their bedroom sizes once every three years. For the two years after
the baseline is established, owners and agents (O/As) have
the option to perform a “factor-based” utility allowance.
The Baseline Analysis
To perform a baseline analysis, the following steps must
be taken:
1. Request utility data from either the utility company or
the tenant household for at least the number of units
determined by the sample size methodology;
2. Determine the average utility cost for each bedroom
size; and
3. Recommend this amount to the Contract Administrator
(CA) for approval.
A sample format for submissions is contained as Attachment A to the Notice, as is a sample tenant release form.
Properties with contract anniversary dates within 180days of publication of the Notice (12/19/15) can choose to
perform the upcoming annual utility analysis using either
the existing methodology or the method outlined in the
Notice. If the existing methodology is used, a baseline
analysis must be used at the next contract anniversary date.
Properties with contract anniversary dates after
December 19, 2015, must perform the upcoming utility
analysis using the methodology outlined in the Notice.
Factor-Based Utility Analysis
For the two-years after the baseline allowance is completed, the utility allowance amounts for each bedroom
size and each utility at the property can be adjusted by a
state-specific increase factor, the “Utility Allowance Factor
(UAF),” provided by HUD, in lieu of a baseline utility analysis.
The UAF may be found on the HUDUser website.
Utility Allowance Decreases
If the utility allowance decrease that results from the
initial application of this Notice would exceed 15 percent
of the most recent utility allowance and that decrease
Utility Allowances, continued on page 39
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For decades, the Low-Income Housing Tax Credit has been
instrumental in meeting the country’s critical need for affordable
housing. The U.S. is still in the midst of a broad housing insecurity
crisis that is affecting nearly 19 million low-income families who are
homeless or paying more than half of their monthly income on
housing. Because of the Housing Credit, people across the country
have a place to call home. They have the opportunity for a better life.
And communities are thriving. When you work with Enterprise – the
nation’s leading tax credit syndicator – you have our commitment that
our partnership will make a difference – to your bottom line and in
the lives of people across the country. Partner with Enterprise and
invest in America’s future. Together, we can eliminate housing insecurity.
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Technology
Smart Controls

Products and People Team-up for Energy Efficiency

C

ontrary to the messages of the latest spate of
dystopian science fiction novels and futuristic
prognosticators, the brave new world of high technology and computer control has not eliminated the role
of human beings or made them obsolete. At least, not in
the area of energy efficiency.
“We’re kind of reaching the limits of energy efficiency;
say, going from an 88 percent efficient boiler to a 96 percent efficient boiler. It’s a more competitive marketplace
with smaller and smaller increments,” observes Matthew
Holden, President and CEO of Sparhawk Group of Maine
and New York, consultants in building performance, and an
engineer by training. “So the business is about adding up
all the increments, which means more and more controls.”
“Smart” control systems for heating, cooling, lighting
and water management are quickly becoming the standard
of the building industry, but those systems only add value if
they are properly understood, monitored and maintained.
“In the most efficient operations, humans and technology go hand-in-hand,” Holden explains. “And if you need
a Ph.D. in electrical engineering to interact with the system,
it’s not going to work.”
“As a rule of thumb, new technologies are wonky,”
offers Jared Lang, Sustainable Development Manager for
the National Housing Trust in Washington, D.C. “There are
a lot of logistics involved, as well as integration issues on
both the soft and hard side, like if you have to put in a new
electrical panel. You have to be patient and willing to deal
with that.” The Trust considers its buildings a “demonstration portfolio” and as a nonprofit, can often get vendors to
let them try out new products and systems with what Lang
calls “free samples.”
Training
Training in energy systems can take a variety of forms.
Sparhawk, among other companies, can conduct training
tailored to a specific system and workforce. There are a
number of training programs in existence, though they
tend to be both expensive and general rather than keyed
to any one type of building or system.
If there is a commissioning agent on a new construction
or renovation project, he or she is sometimes retained to
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get the engineering and maintenance up to speed. For
existing properties, Holden recommends developing inhouse training resources.
“Training and documentation is both a real challenge
and opportunity for the industry,” he says.
Remote monitoring has been available for some time,
but in the newest products, the controls are built-in and
web enabled, so a building engineer or superintendent can
monitor HVAC and boilers by smart phone with no additional expense.
“But you need a good commissioning agent and engineer,” Holden emphasizes, so you can optimize flows and
pressures. “We have a client in Connecticut who had put in
a fancy control system, but it was not properly set up, so it
was heating in June.” And everyone has seen the automatic
lawn sprinklers that come on according to their standard
programs just after a downpour.
Brian Klansky, Vice President of Sales and Marketing for
Bright Power, Inc., energy management consultants in New
York City (See story on p. 28), cites the case of a completely
programmed office building HVAC system. When the workforce came in in the morning, the temperature was perfect.
What no one knew until Bright Power came on board and
started monitoring for higher than expected energy costs
was that several months previously, there had been
a power failure and the programmable thermostat had
been coming on at 3:00 a.m. The system had reset itself to
factory standards.
“We were wasting gobs of energy,” Klansky recalls.
Electricity
The next phase in high tech energy management?
“There is great new technology that manages electricity at
the circuit level,” he says.
“We are just on the cusp of smart control systems for
whole buildings and even larger projects,” adds Holden.
“This will allow master switch and power saving innovations.
If the owner pays for electricity, the growth of phantom
plug load – the amount of power a device uses simply by
being plugged in – can have a tremendous impact. For
example, the old style DVRs consumed more power than
Smart Controls, continued on page 26

www.housingonline.com

www.housingonline.com

Tax Credit Advisor | August 2015

25

A

T

N
IO

NAT
IO

A
L

I

HABIL
RE
IT

T

&

G

A

HOUSIN

N ASSO
IO
C

N

Energy
Ef�iciency and
Technology

Smart Controls, continued from page 24

Solar Power
refrigerators, until policy changes mandated more efficient
Solar power has been in the energy spotlight for a
operation.”
generation,
and it’s still a mixed bag as far as cost-benefit.
National Housing Trust has begun using Belkin’s WeMo
Lang says, “The big thing we’re working on is a battery
Insight Switch, which connects to a smartphone app and
storage system for solar power, which makes the solar enlets the user pinpoint the greatest phantom loads. “We’re
ergy system stand-alone.” It can be attached directly to the
just getting started down this road,” says Lang. They are
HVAC system and makes it immune to electrical outages or
also looking at an occupancy sensor device that cuts off
power grid critical load brownouts.
power to vending machines when no one is around and
“The good news,” Holden states, “is that solar has
will measure electricity for potential pass-through to the
come down considerably in cost per unit of energy genmachine owner.
erated.” On the other hand, he notes,
Sparhawk’s Holden notes, “In all honesty,
photovoltaic panels are not much of an
conservation is the lowest cost of energy
National
Housing
Trust
advantage at the present time because of
efficiency. And we should not forget about
the low cost of natural gas. There may be
passive conservation, like insulation and
has begun using Belkin’s
better uses for the space they take on the
weather stripping. Once you install them,
WeMo Insight Switch,
roof. And unless there are Congressional
there’s not much you have to do.”
initiatives to extend it, the federal solar
which
connects
to
a
Most operators in the affordable houstax credit is scheduled to disappear at
ing space know about the simple incresmartphone app
the end of 2016. “So if you’re planning on
ments with proven track records for saving
and
lets
the
user
including solar power in your project,” he
money with short or relatively short rewarns, “you’d better get in line now. You
coupment periods. Among these are lower
pinpoint the greatest
need state incentives to make it work right
flow toilets and faucets and water shutoff
phantom
loads.
now, so you could say that solar power
showerheads. And while tungsten bulbs
works, depending on your state. There are
have long been relegated to lighting history,
only
a
few
states
that give incentives, including MassachuLEDs (light-emitting diodes) have become highly efficient
setts, Connecticut and California.”
and now rival fluorescents in terms of cost and efficiency,
while providing more even, natural and satisfying light.
Water Conservation
NTH has concentrated heavily on water conservation,
with impressive results. “We’re very excited about the new
showerheads with a thermostatic shutoff valve,” says Lang.
“They’re great for heat and water savings.” They are also
using Niagara Conservation’s Stealth Toilet that needs
only 0.8 gallon of water per flush. “And it really works!”
Lang declares.
Flapper leakage has been an ongoing problem. NHT
has been working with Water Meter Solutions, which has
invented a Wi-Fi leak detector, powered by the toilet’s own
water flow. And Mosaic Power’s Load Controller is a box on
the electric hot water heater that shuts it off when the grid
needs to conserve energy – often for only seconds – in
exchange for an annual energy rebate payment. This is all
part of the coming “Internet of Things” frontier.
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Heat Pumps
Going up a third order of complexity, heat pumps are
now far more efficient and cost-competitive than they used
to be, effectively heating their spaces down to -15 degrees.
And they can eliminate the need for window units on older
properties. On existing properties, Holden has seen significant savings realized by replacing through-the-wall air
conditioning units with heat pumps.
“This is leading edge. Every energy sleeve in a wall will
cost the owner around $30 per year in known costs, and
that adds up. If he replaces those units with heat pumps
and charges the tenant $30 per month for AC, that will be
an attractive prospect.”
The latest state-of-the-art is cogeneration, or “cogen;”
also called CHP, for combined heat and power. “This is a
technology that is just coming into its own,” says Holden.
Smart Controls, continued on page 27

www.housingonline.com

A

T

N
IO

NAT
IO

A
L

I

HABIL
RE
IT

T

&

G

A

HOUSIN

N ASSO
IO
C

N

Energy
Ef�iciency and
Technology

Smart Controls, continued from page 26

By producing both heat and electricity from one unit and
using them both – such as by capturing the heat generated by the process to produce domestic hot water – savings
of 15 to 40 percent over traditional single-use systems can
be realized. Such systems generally work most efficiently
for large buildings or complexes, and natural gas is the
preferred fuel, being abundant and most economical.
Lang is currently looking at black start technology that can
turn on a system without relying on the electrical grid and
basically serves as its own generator.
But even this advanced technology has a caveat. A
total energy efficiency approach involves understanding
the landscape even beyond one’s own project. Holden
notes, “We have a lot of deferred maintenance in our
infrastructure and we’re starting to pay the piper.” Literally,
in this case. While natural gas supply is abundant, getting
it where it needs to be can be a challenge. “We need to
have much more pipeline to supply the amount of natural
gas we have to deliver. If you don’t have a fixed rate contract and you have to buy on the spot market in the middle
of winter, you’re in trouble.”
Holden warns, “There is still no one-size-fits-all solution. A lot of it comes down to active management: What
is context-appropriate for the site, the staff and the residents? Programmable thermostats can be problematic for
both tenants and maintenance staff. After three Saturday
calls, don’t be surprised if maintenance just turns them off.
It’s just not worth the brain drain of the staff.”
Ravi Malhotra, who has degrees in both engineering
and business administration, is Founder and President of
ICAST – the International Center for Appropriate and Sustainable Technology in Lakewood, Colorado – a nonprofit
that takes as its mission providing economic, environmental and social benefits to communities in a manner that
builds local capacity. Like Holden, Malhotra believes the
major savings will come in smart controls and improvements in the transfer of energy.
“Heating and cooling: that’s where it all begins, so
that’s where you will find the greatest efficiency,” he says.
“How is the air handled? How are the heating and chilling
accomplished?”
He also takes a total approach to energy efficiency, and
the highest tech is not always the optimum solution in his
evaluations.
www.housingonline.com

The Human Element
Far from humans being obsolete in the increasingly
high tech energy environment, Malhotra thinks human
behavior is the key to performance-based decisionmaking. His model has three equal components: the
technology product; operations and management personnel; and tenants, or end users. “And the key to that is
controlling zones – getting the energy when and where
you need it. The days of everyone getting the same
temperature are gone.
“You always have to take into account the people involved – both the occupants and those who have to manage the systems. Whether you’re talking about residential
or office – how savvy are the tenants? Smart thermostat
in senior housing? Bad idea. Big numbers and simple up
and down buttons are what you want. Too much high tech
can be detrimental.”
Jared Lang is also wary of trying to change behavior.
“What’s cool is that there are now technologies that don’t
feel like behavioral change but just work.” The new showerheads, low-flow and self-monitoring toilets and occupancy
sensors are only a few of the current examples.
As an engineer, Malhotra is all for innovation. But
he is rigorous in his evaluation of a total system. “Eighty
percent is baseline efficiency these days and it goes all
the way up to 96 percent. But what is the extra incremental
cost of that efficiency? We can project 15 years out with
a performance contract, taking utility rebates and all
other factors into account. We aim for payback in under
five years.”
Many of Matt Holden’s projects have been
“pay-for-performance utility incentives” with payments
based on measured energy savings.
The takeaway on energy efficiency seems to be that
anyone who considers the latest technology without
considering both the users and the people who have to
be trained to control and maintain it are leaving out a
critical part of the equation.
“We want to educate people on sustainability in a
way that motivates them to take action,” Ravi Malhotra
summarizes. “We want to create real-world solutions that
actually improve people’s lives.”
Or, as Jared Lang puts it, “We look at sustainability as
an opportunity, not a cost.”
Tax Credit Advisor | August 2015
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Tech to Measure Tech
Energy Tracking Tools

“W

e’re seeing tons of technology but you
still need someone to watch it,” asserts
Brian Klansky, Vice President of Sales and
Marketing for Bright Power, Inc., an 11-year-old energy
management company in New York City. “Often you’ll see
a project whose energy saving systems doesn’t work over
time because no one’s monitoring it. By Year-Three or
Four, you’re almost back to ground zero.”
As efficient energy management systems become
increasingly sophisticated and costly, building owners
understandably want to be assured that promised returnson-investment are real. And those who are contemplating
sizeable new projects or upgrades need to know that
recommendations are grounded in reliable data.
Bright Power has developed a sophisticated tool
called EnergyScoreCards, an online energy measurement
and management, verification and benchmarking system
specifically designed for multi-tenant buildings. It organizes energy and water usage data, supports financial
planning for energy efficiency improvements, and tracks
the progress and success of conservation efforts.
“The issue,” says Klansky, “is that owners are into real
estate, not energy. So ‘ownership’ of energy management
falls somewhere between the super and the property
manager, but it’s in no one’s paycheck. So a lot of recommendations used to fall on deaf ears.”
Bright Power offers a range of energy management
capabilities as well as design and installation services
that represent a new paradigm, according to Klansky. But
EnergyScoreCards, he says, “is the tip of the spear.
“The first step – the leading indicator - is to rank energy
use. We load in every energy and water account online.
We’ve built a platform that can grab all of that, then clean
the data so it all relates and is understandable. We become
the advocate for the owner, and we’re also the advocate for
the tenant, if the owner wants. We pair the project with one
of our analysts, so actually, the biggest user of our tool is us.”
To begin this process, Bright Power will often tell a
client to “pick the projects that are the most messed up.
Then, if the data indicates, we can do audits. We can say,
‘Here’s the problem,’ ‘Here are what incentives are available,’ and ‘Here’s the savings you will realize through implementation.’ This has real value to the operating budget.”
To achieve that value involves analyzing a multitude of
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variables. “This is all about data-driven decision-making,”
says Barun Singh, founder and Chief Technology Officer
of five-year-old Wegowise of Boston, another company on
the leading edge of evaluating energy efficiency.
“Wego” is derived from the first letters of water, electricity, gas and oil.
Singh notes that about 39 percent of CO2 emissions
come from buildings, more than either transportation or industry. “The gap between efficient and inefficient buildings
is enormous. About four times as much money is spent per
square foot on an inefficient building over an efficient one.”
An example of the scale of savings possible through
energy usage analysis is Mass Save, part of a program run
by Wegowise for investor-owned utilities in Massachusetts. In 2012, Wegowise identified $137 million of potential retrofit savings for a portfolio of affordable housing.
“Imagine if you scaled this nationally,” says Singh.
In another case, an owner had four similar buildings,
one of which turned out to be using a million more gallons of water per year than the other three. “That’s the
level of savings that people are missing until they get a
handle on it; getting at the information they otherwise
wouldn’t have access to. You need to know which buildings are the outliers so you know where you should put
your resources. Then verify it at the end.”
Wegowise has come up with a three-tiered pricing
structure that Singh hopes will encourage clients to put
entire portfolios into Wegowise. WegoHome offers free
monitoring for homeowners. WegoPro, at $10 per building per month, is an online platform that automatically
imports utility data on each building to help the client
benchmark, track and analyze energy and water usage
and costs. WegoPremium offers the same features as Pro,
plus a suite of advanced periodic reports.
As Wegowise collects more and more data, it will be
able to benchmark industry standards so that a client can
compare not only its own buildings but also others of a
similar size and type.
“We think this is going to transform the real estate
market in general,” says Singh.
Brian Klansky has similarly broad goals for Bright Power.
“We want people to do more buildings and reduce energy and carbon admissions. And we’re here to help them
do it.”
www.housingonline.com

A Leader in
Affordable Housing
RBC Capital Markets’ Tax Credit Equity Group
has committed $7.3 million in tax credit equity to
CDS Monarch Senior Living in Webster, New York.
This new 50-unit aﬀordable housing development
serves seniors, veterans, and the disabled over 55.
One block away, CDS Monarch oﬀers residents access
to a heated swimming pool, physical therapy, art and
music classes at the Wolf Life Transitions Center.
RBC is pleased to partner with CDS Monarch and
those developers who supply needed housing
and supportive services to the aging communities
they serve.
CDS Monarch Senior Living
Webster, NY

Yonette Chung-McLean
Director
yonette.chung@rbccm.com

Anthony J. Alﬁeri
Managing Director
tony.alﬁeri@rbccm.com

Craig S. Wagner
Managing Director
craig.wagner@rbccm.com

Contact us at 1.888.875.9223 | rbccm.com/tceg
This advertisement is for informational purposes only. RBC Capital Markets is a registered trademark of Royal Bank of Canada. RBC Capital Markets is theglobal brand name for the capital markets
business of Royal Bank of Canada and its aﬃliates, including RBC Capital Markets, LLC (member FINRA, NYSE and SIPC). ® Registered trademark ofRoyal Bank of Canada. Used under license. ©
Copyright 2015. All rights reserved.
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How Did They Do That?
Determined Developers
Winn Saves Worcester Landmark

T

he crumbling Worcester Vocational High School
loomed over Worcester, Mass. The 117,000-squarefoot complex was one of the most prominent
abandoned buildings this state’s housing officials had
ever seen.
Broken, partly boarded-up windows stared out at local
landmarks, like the Worcester Art Museum and Worcester
Memorial Auditorium, along with several major streets
and an elevated highway.
“Tens of thousands of people drive past this building
every day,” says Tom Gleason, executive director of MassHousing.
Last year, the historic school re-opened as Voke Lofts.
Winn Development, based in Boston, turned the classrooms of the vocational school into a new mix of affordable housing and apartments renting at market rates.
“The redevelopment completely transformed the
gateway to this particular part of Worcester,” says Gleason.
“It changes the whole perspective as you go through this
part of the city.”
The redevelopment saved a local landmark, finished
an important part of Worcester’s master plan for the neighborhood and provided much needed housing. It would
seem to be a slam dunk for tax credit financing. But it was
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not. The determined Winn Company had to fight hard to
finance the project facing four years of rejection for 9%
LIHTC before finding an alternative funding solution.
The Financing Struggle
The Worcester Vocational High School opened its
three buildings in 1909, 1912 and 1926. The complex has
been abandoned since 2006, when the school moved to a
new campus in Worcester.
Squatters broke into the empty school and vandalized
it. “There were still books in the lockers and desk chairs.
It was all still there,” says Elizabeth Fish, vice president
for Winn. “It was almost as if there was a fire alarm and
everyone left and never came back.”
Winn first applied for funding to redevelop the old
Vocational School in 2009 from the federal 9% low-income
housing tax credit (LIHTC) program and the Massachusetts housing tax credit program, through the competition
held by the Massachusetts Dept. of Housing and Community Development (DHCD). Every year developers apply
for more than three times as much 9% LIHTC as the state
had to reserve for affordable housing developments.
The plan to redevelop the school didn’t win LIHTCs in
Determined Developers, continued on page 32
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Determined Developers, continued from page 30

2009 — or in 2010, 2011 or 2012. “The 9 percent LIHTC
program is terrifically oversubscribed,” says MassHousing’s
Gleason. Finally in 2013 state officials came up with a plan
for the property.
“Massachusetts has a surplus of 4 percent LIHTCs,”
says Gleason, whose agency Font
oversees
the state’s 4 percent
Family:
Cambria — Regular, Bold, Bold Italic
LIHTC program. “DHCD asked us to take several 9 percent
applications and try to do them as 4 percent deals.”
It cost a total of $33.8 million to redevelop the old
vocational school into 84 mixed-income apartments – or
roughly $402,000 per apartment. Even with help from
historic tax credits, it took more money to save the prominent landmark building than low-interest tax-exempt
bond financing and 4 percent LIHTCs typically provide.
“This was a natural 9 percent LIHTC deal,” says Gleason.
Soft financing filled the budget gap: Voke Lofts
received $2 million from the Massachusetts Affordable
Housing Trust Fund. MassHousing provided another
$780,000 in Priority Development Funds. “We will get that
back in the future when the deal is refinanced – probably
in 15 years,” says Gleason. The City of Worcester also
contributed $1.2 million in HOME Funds.
The strong reputation of the developer and the prominent location helped officials become comfortable with
the financing. “Winn is one of our largest borrowers…
and Worcester is not just the second biggest city in Massachusetts, it’s also the second biggest in New England,”
says Gleason. “There was a lot to like about this deal.”
Silver Lining
Winn found a silver lining to the years it spent applying for 9% LIHTCs: As year after year passed in the
recovery from the financial crisis, investors became willing
to pay much more for tax credits. In 2009, when Winn sent
in its first application for LIHTCs, the developer expected
to get less than 80 cents per dollar of LIHTCs. By the time
the financing actually closed in 2013, tax credit investor
Bank of America paid about $1 per $1 of LIHTC.
“Our credit pricing increased by about 20 cents,”
says Fish. Of course, the cost of construction has also
increased since 2009, when very few developers were
bidding to hire contractors or buy building materials.
Bank of America paid $25.4 million for the package of tax
credits from the property. That included a $5.3 million in
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federal historic tax credits, $4.3 million in state historic
tax credits, $3.7 million of 4% LIHTCs, and $3.5 million in
state housing tax credits.
Good Results
The redevelopment is a large part of Worcester’s Gateway Park Master Plan for the area around the school. The
complex is especially prominent because it is set back from
the edges of its two-acre site—empty sky frames the giant
buildings. The open space now makes room for surface
parking and a playground for the new residents.
The apartments opened June 2014. Three months
later all the apartments had signed leases, including both
the affordable and market-rate units.
Half of the 84 apartments are affordable to households
earning less than 60 percent of the area median income.
The other 42 apartments have no restrictions on their rents.
“There is also need for market-rate housing,” says Gleason. “The market-rate units were the first apartments to
top $2,000 a month in rent in the City of Worcester.”
Winn companies had to repair the vandalism at the
complex, in addition to removing the remnants of the
old vocational school. Some of the textbooks and quaint,
old machines found in the remains of the vocational
school are now on display in the common areas of the
apartment complex.
Winn removed asbestos insulation and lead from
the old buildings. The renovation also meets the tough
standards set by the U.S. Green Building Council for
its Leadership in Energy and Environmental Design for
Homes certification, according to Fish, however, like many
affordable housing developers, Winn has not pursued
certification for the building.
The rules of the federal historic tax credit program
required Winn to take special care with the windows. Voke
Lofts includes windows in 52 different sizes. All of those
windows needed to be replaced, and to qualify for federal
historic tax credits, all the replacements needed to be
approved by officials at the National Park Service. They
rejected one set of windows, because the casements were
too thin.
The results of the rehab, including the nice, new windows, are helping attract new residents to Voke Lofts and
Worcester’s growing neighborhood downtown. “There
are a lot of families moving to this area,” says Fish. “The
views from these units are incredible.”
www.housingonline.com
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Member News
Boston Capital Invests in LIHTC Property in McKinney, Texas
Boston Capital is investing in the construction of Post Oak
Apartments, a 182-unit apartment community for individuals
and families located in McKinney, Texas. Post Oak Apartments
will be built with tax credit equity from the LIHTC program.
One hundred thirty homes will be available to families and individuals earning 60 percent or less of the Area Median Income.
Freddie Mac Helps Purchase $215 Million Loan for
Affordable Housing Community in Boston
Freddie Mac financed a $215 million loan for Harbor Point
on the Bay, a large 1,284-unit mixed-income community that includes both affordable and market-rate housing on more than 43
acres in Boston. KeyBank Real Estate Capital arranged the senior
debt financing for the borrower, Corcoran, Mullins, Jennison Inc.
Love Funding Secures $4.72m to Refinance Affordable
Apartment Communities in KY
Love Funding, a provider of FHA multifamily, affordable
and healthcare financing, announced the closing of three
loans totaling $4.72 million to refinance affordable apartment
communities in Kentucky managed by the same company.
Michaels Organization Foundation Awards $575,000 in
College Scholarships
The Michaels Organization Educational Foundation
has awarded over 200 college scholarships worth a record
$575,000 for the 2015/2016 academic year to residents of The
Michaels Organization properties. With these latest awards,
the total amount of scholarships awarded by the Foundation
during the past 25 years now stands at more than $4.6 million.

Vesta Corporation Announces Closing on Redevelopment
Financing for Affordable Senior Living Community in Ohio
Vesta Corporation will conduct a complete rehabilitation
and redevelopment of Villa Serena Apartments, a 242-unit
apartment community in Mayfield Heights, Ohio. Vesta was
awarded a federal Senior Preservation Rental Assistance
Contract (SPRAC). This award, combined with an FHA First
Mortgage, 9% LIHTCs, and the $2 million, 20 year subsidy, will
finance most of the estimated $40,000 per-apartment cost of the
renovation.
WNC Funds Renovations for Two LIHTC Properties
in Mississippi
WNC provided approximately $3.3 million in low-income
housing tax credit equity to fund the renovation two affordable
housing developments in Mississippi.
NH&RA Members Honored with 2015 Gold
Nugget Awards
Affirmed Housing, Artspace, BRIDGE Housing, Eden Housing, and Related California are among the recipients of 2015
Gold Nugget Awards.

m i c h e l

associates ltd

Reliability. Creativity. Results.
Robinson+Cole Updates Green Tax Incentive Compendium
Robinson+Cole released an updated version of its Green
Tax Incentive Compendium, which compiles federal and state
tax incentives for renewable energy and energy efficiency. The
compendium is available on www.housingonline.com.
Stratford Capital Group Hires Three Industry Veterans
Stratford Capital Group announced the hiring of Veronica
D. Gominho as Vice President, Robert F. Sheehy as Assistant
Vice President and John J. Sorel as Senior Vice President.
TCAM Announces Staff Expansion and Promotion
TCAM announced the addition and promotion of staff.
Elaine Magil has joined TCAM, expanding its third-party Asset
Management and Consulting and Advisory Services groups
as the list of clients grows. In addition, TCAM announced the
promotion of Brian Urban to Director.
www.housingonline.com

Michel Associates, Ltd. specializes in the Equity Financing
of Low-Income Housing Tax Credit properties.
Our team consistently delivers:
Competitive pricing
Flexible structuring
Personal service
Technical expertise
For more information, please contact:
Kenneth J. Michel
Managing Director
KenM@MichelLtd.com
(617) 261-4646 ext.11
Peter B. Talbot
Managing Director-Origination
PeterT@MichelLtd.com
(207) 775-4400
www.MichelLtd.com
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Corporate Tax Credit Fund Watch | August 2015
C U R R E N T M U LT I - I N V E S T O R L I H T C C O R P O R AT E F U N D
Fund Name
Amount of Equity
Expected Size
Geographic Focus
Raised to Date for Fund
of Current Fund

Alliant Capital
Stacie Nekus (818) 449-5827
Scott Kotick (818) 668-2801

Alliant Tax Credit Fund 84
National

N/A

Boston Capital
Kevin Costello (617) 624-8550
Brenda Champy (617) 624-8874

BCCTC Fund XLI
National

$0

Boston Financial Investment Management
Sarah Laubinger (617) 488-3230
Greg Voyentzie (617) 488-3203

Average Net
Tax Credit Price

Cash Needs
Basis IRR

$125,000,000

NA

NA

$160,000,000

$1.00

Boston Financial Institutional Tax Credits XLIII, LP
National
TBD

$256,000,000

City Real Estate Advisors, Inc.
Tony Bertoldi (617) 892-6071
Charles Anderson (317) 808-7165

CREA Corporate Tax Credit Fund 45, LLC
National
$50,000,000

First Sterling Financial, Inc.
Thomas Panasci (516) 869-7462
Victor Sostar (516) 869-7420

Sterling Corporate Partners Fund 54, LP
Regional – Northeast
$0
and Mid-Atlantic

Great Lakes Capital Fund
Marge Novak (517) 364-8929
Jennifer Everhart (517) 364-8911

Great Lakes Capital Fund for Housing Limited Partnership 30
IL, IN, MI, MN, NY WI
$185,000,000
$185,000,000
DCIC Capital Fund 2 Limited Partnership
DE, MD, NJ, Eastern PA
$30,000,000
$30,000,000

Massachusetts Housing Investment Corp.
Peter Sargent (617) 850-1027
Kathy McGilvray (617) 850-1008

MHEF XXII
Massachusetts

$1,000,000

Midwest Housing Equity Group, Inc.
Becky Christoffersen (402) 334-8899
Tom Stratman (402) 334-8899

MHEG Fund 44, LP
Midwest

TBD

NDC Corporate Equity Fund
Mike Griffin (440) 406-9647
Amy Dosen (440) 666-1813

NDC Corporate Equty Fund XII
National
$0

# of Properties
Specified

All LIHTC Equity
Raised & Closed by
Syndicator in 2015

% of Gross
Proceeds (2)

Estimated Front End
Expense Load (3)

12

88%

NA

$267MM

TBD

28

0%

7.50%

$464MM

TBD

5.00%

TBD

TBD

NA

$180.2MM

$150,000,000

TBD

TBD

TBD

TBD

7.35%

$340MM

$100,000,000

$0.96

NA

6

71%

NA

$68MM

$0.975

5.80%

17

47%

4.50%

$0.993

4.50%

2

23%

4.50%

$3.9MM

$60,000,000

$1.01

6.00%

2

30%

3.00%

$42.2MM

$150,000,000

TBD

6.00%

30

65%

7.25%

$1MM

$60,000,000
to $75,000,000

TBD

5.75%

9

70%

7.50%

$0

Integrity

Your Partner in

FINANCING

Experienced. Trusted. Nationwide.

“

We have used Stearns Bank exclusively
to provide construction funding for each
of our thirteen multi-family developments
Creativity
for one simple reason - they get the job
done! Stearns is a trusted and valued
partner that understands the challenges
developers face.

R.J. Collins
Tejas Housing Group - El Campo, Texas

Ohio Capital Corporation for Housing
Hal Keller (614) 224-8446
Hal Keller (614) 224-8446

Ohio Equity Fund XXV
Ohio, Kentucky, West Virginia

PNC Tax Credit Capital
Megan Ryan (202) 835-5965
Gayle Manganello (978) 244-1116

PNC Real Estate Tax Credit Institutional Fund 58, LLC
National
$125,000,000
$125,000,000

R4 Capital LLC
Marc Schnitzer (646) 576-7659
Peter Dion (617) 502-5943

R4 Housing Partners V LP
National
NA
R4 California Housing Partners II LP
California
NA
R4 New York Housing Partners LP
New York
NA

$27,500,000

NA

NA

NA

NA

NA

$40MM

Raymond James Tax Credit Funds
Steve Kropf (800) 438-8088
James Horvick (800) 438-8088

RJTCF 41
National

$220,000,000

$0.93

NA

36

100%

7.00%

$518MM

RBC Capital Markets
Tony Alfieri (216) 875-6046
Craig Wagner (980) 233-6459

RBC Tax Credit Equity National Fund - 22, LP
National
$0

$145,000,000

TBD

TBD

TBD

TBD

NA

$203MM

Red Stone Equity Partners
Ryan Sfreddo (212) 225-8300
Rob Vest (704) 200-9505

Red Stone - 2015 National Fund, LP
National
$0

$100,000,000

$0.95

NA

12

80%

5.00%

$135.3MM

Stratford Capital Group, LLC
Benjamin D. Mottola (978) 535-5600
Kyle F. Wolff (978) 535-5600

Stratford Fund XVII LP
National

NA

$100,000,000

NA

TBD

TBD

NA

NA

$30MM

The Richman Group Affordable Housing Corp.
Stephen M. Daley (843) 936-3030
David Salzman (203) 869-0099 x333

USA 106
New York
USA 107
National

$100,000,000

$100,000,000

WNC & Associates, Inc.
Christine Cormier (949) 236-8233
Darrick Metz (888) 798-0557

WNC Institutional Tax Credit Fund X, California Series 13
California
$75,000,000
$75,000,000

$280,000,000

$280,000,000

$0.95

6.15%

45

90%

7.00%

$303MM

$0.965

6.00%

17

100%

8.00%

$146MM

Experience
CARREDEN GROUP is a recognized market leader in
structuring and placing Section 42 and Section 48 tax

$225,000,000

credit investments with institutional investors. Since 1995,

$75,000,000

we have raised over $8.8 billion in affordable housing and
over $100 million in renewable energy tax credit equity,

$0

$0

respectively. For the past 20 years the CARREDEN GROUP
has made a market in raising tax credit equity covering
the spectrum of primary, secondary and credit enhanced
product that has enabled the development of affordable

$100,000,000

4.25%
NA

4.5%

NA

NA

NA

$208MM

$1.02

5.00%

7

100%

NA

$126.8MM

www.housingonline.com

housing and green energy nationwide.
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We get
INVESTMENT BANKING

Call Dave Feriancek or Steve Domine.

1.800.320.7262
MEMBER FINRA & SIPC

OFFICES IN C ALIFORNIA AND NE W YORK

JOHN FAULKNER, MANAGING DIREC TOR • 925-247-0951
EMAIL: JF@CARREDEN.COM • WWW.CARREDEN.COM

1) All data has been provided directly by the fund sponsors. Accordingly, neither Ernst & Young LLP nor The Tax Credit Advisor take any responsibility for the accuracy of the data or any calculations made by the
sponsors. 2) The gross equity needed for properties for which an executed syndication contract is in place, as a percentage of total expected gross proceeds, assuming all single-payment cash investors.
3) The estimated expense load is the percentage of gross proceeds the sponsor expects to expend for offering costs and expenses, acquisition fees and expenses, brokerage commissions and all other front-end
costs (other than working capital reserves) assuming all available units are sold to single-payment cash investors. If you would like to have a fund listed in the next edition of The Tax Credit Advisor, call Jillian Flynn,
Tax Credit Investment Advisory Services, Ernst & Young LLP, at Jillian.Flynn@ey.com, 617-375-3796. There is no charge for a listing.
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State Roundup

purchase by lower-income households or to pay in lieu fees
or dedicate land for affordable housing. www.courts.ca.gov

Alaska Launches Application for THHP Grant Program
The Alaska Housing Finance Corporation is opening
registration for the Teacher, Health Professional, and Public Safety Housing Grant Program. Under this program,
competitive funding is available for new construction,
rehabilitation, or acquisition of professional rental housing in small communities. www.ahfc.us

Connecticut Creates New $15M Transit-Oriented
Development Fund
The Department of Economic and Community
Development, the Connecticut Housing Finance Authority,
and the Local Initiatives Support Corporation (LISC) have
created a new $15 million Transit-Oriented Development
Fund to encourage transit-oriented development around
station stops along the CTfastrak and New Haven-HartfordSpringfield rail corridors. The fund will offer predevelopment and acquisition financing to eligible projects and
developers.

California TCAC Considers Significant Changes
LIHTC Regulations
Affordable housing developers are deeply concerned
by substantial changes that the California Tax Credit
Allocation Committee has proposed for the state’s lowincome housing tax credit program. Some of the changes
would affect right of first refusal, the way equity is distributed following the sale or refinancing of a low-income
housing tax credit property, and the way appraisers
assess the value of properties. These provisions, which
would have significant impacts on affordable housing
across the state and potential ripple effects around the
country, would apply to all projects that receive 4% or 9%
LIHTCs on or after January 1, 2016.
California TCAC Expands Approved Use of Utility
Allowance Calculator to Properties Using PV Systems
The California Tax Credit Allocation Committee has since
2009 approved the use of the California Utility Allowance
Calculator as a means for developers of new Low Income
Housing Tax Credit projects to determine tenants’ utility
allowances. The approved procedures have required that
when accounting for the input from photovoltaic (PV) systems, consultants are to use the monthly kWh estimates
from the “CEC PV Calculator,” the software associated
with the New Solar Homes Program. At the request of
the solar and affordable housing communities, TCAC
has recently expanded the approved use of the CUAC to
existing LIHTC projects that have added or are adding PV
through the Multifamily Affordable Solar Home program.
www.treasurer.ca.gov/ctcac
California Supreme Court Upholds Inclusionary Zoning
The California Supreme Court ruled in favor of inclusionary housing ordinances. The City of San Jose won
the case against the California Building Industry Association (CBIA), which filed a lawsuit in 2010 to challenge
San Jose’s for-sale inclusionary zoning ordinance. This
requires new for-sale residential developments of more
than 20 homes to make 15% of the homes available for

36 Tax Credit Advisor | August 2015

Report Reviews First 5 Years of MA Affordable
Housing Preservation Law Chapter 40T
MassHousing and the Community Economic Development Assistance Corporation released “Chapter 40T at 5:
A Retrospective Assessment of the Massachusetts’ Expiring Use Preservation Law.” According to NixonPeabody,
the report found that the law has basically been fulfilling
its intended purpose to track the disposition of affordable
housing projects and to give local and state government
officials, as well as residents, an opportunity to purchase
these projects and assure their preservation as affordable
housing. cwc.cedac.org
Iowa Opens Comment Period for 2016 Draft QAP
The 2016 Draft Qualified Allocation Plans are open for
public comment through 4:30 p.m. on August 25, 2015.
Comments may be submitted via email at housingtaxcredits@iowa.gov. The Iowa Finance Authority will hold
a public hearing on August 25, 2015, to receive public
comments on the 2016 Draft Qualified Allocation Plan.
Kentucky Enacts New Reporting Requirements for
HOME Funded Projects
HOME-funded multifamily projects still in their affordability period are now required to submit a HOME Annual
Rent Approval Form. For 2015, all HOME-funded projects
still in their affordability period are required to submit an
Annual Rent Approval Form by Saturday, August 15, 2015.
After January 1, 2016, the Annual Rent Approval Form will
be due no later than 45 days after the U.S. Department of
Housing and Urban Development (HUD) releases HOME
Rent Limits. www.kyhousing.org
Kentucky Announces NOFA for Tax Exempt Bonds and
Gap Financing
Kentucky Housing Corporation is making available a
combined total of $19.5 million of KHC’s Equity Bridge
www.housingonline.com

Tax Credit Advisor

Loan, HOME Investment Partnerships Program, and Affordable
Housing Trust Fund monies through
a Notice of Funding Availability. In
addition, the urban county governments of Louisville and Lexington
have committed funds to be allocated via this NOFA. NOFA responses
are due by Tuesday, September 15,
2015. www.kyhousing.org
Missouri Passes Legislation
Requiring Income-Based Approach
to LIHTC Property Assessment
County assessors in Missouri
are now required to use an incomebased approach when assessing
low-income housing tax credit properties. Governor Jay Nixon signed
HB 613 into law on July 6.
New York City Budget Dedicates
$7B to Affordable Housing Over
Next 10 Years
The City of New York enacted
Friday at 2016 budget of $78.5
billion. An increase in City capital
has been strategically allocated to
support the development of 80,000
new construction units and the
preservation of 120,000 across the
5 boroughs. Local investment in
affordable housing is $7.45 billion
in capital, which is comprised of
$7.1 billion from City Capital, $279
million in HOME and $75 million in
Reso A over 10 years.
Tennessee Issues Study to
Examine Impact and Future of
LIHTC Program
THDA released an in-depth look
at the 28-year history of the Low
Income Housing Tax Credit (LIHTC)
in Tennessee, as well as areas of
greatest opportunity in the near
future. The report catalogues more
than $2 billion in LIHTC awards since
1987, as well as the impact of those
developments. www.thda.org

www.housingonline.com

financing
communities
AFFORDABLE HOUSING

Balance Sheet
Bond Financing*
Fannie Mae DUS®
FHA MAP
RAD Conversion
Nation’s #1 FHA MAP & Lean
Lender by Loan Volume in HUD
FY 2013 & FY 2014
Fannie Mae DUS® Market Rate &
Affordable Multifamily, Seniors &
Student Housing Lender
THE FACE OF LENDING

TRACY W. PETERS
twpeters@redcapitalgroup.com
office +1.614.857.1656

800.837.5100 • redcapitalgroup.com
Services provided by RED Capital Markets, LLC (Member FINRA/SIPC) and its registered representatives.
DUS® is a registered trademark of Fannie Mae.
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NH&RA News

NH&RA News
Information on NH&RA and its Councils is available
online at http://www.housingonline.com

Upcoming Conferences
To register, and for more information, go to
http://www.housingonline.com

National Council of Housing Market Analysts
2015 Annual Meeting
September 9-10, 2015
Renaissance Columbus Downtown Hotel • Columbus, OH
National Housing & Rehabilitation Association
Chicago Energy Efficiency Road Show
September 29, 2015 • Gleacher Center • Chicago, IL
National Housing & Rehabilitation Association
2015 Fall Forum
November 2-3, 2015 • The Langham • Boston, MA
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First-Ever NH&RA Asset Management Symposium
Examines Data, Staffing, Risk, and More

NH&RA hosted its first Asset Management Symposium on Wednesday, July 15 in Newport, RI. The event,
which featured discussions on data, staffing, risk management, and more, was a pre-conference symposium
to NH&RA’s annual Summer Institute. Symposium participants attended a general session on data collection
and management. They also attended morning breakout
sessions, choosing between a discussion on corporate
risk or staffing structures and methods. In the afternoon,
breakout sessions focused on using asset management to
inform new development and reducing operating costs.
The one-day event set the stage for an ongoing membership-wide conversation on the role and implementation of
asset management.
NH&RA News, continued on page 39

www.housingonline.com
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NH&RA News, continued from page 38

NH&RA Returns to Newport for Highest
Attended Summer Institute
More than 160 affordable housing developers, syndicators, investors, and other tax credit professionals gathered in Newport, RI, on July 16-18 for the 2015 Summer
Institute. The event feaNH&RA’s Next
tured discussions on the
Generation Leadership
Supreme Court’s recent
disparate impact decision
Initiative met in
and HUD’s Fair Housing
Washington, DC, on
rule, state and historic tax
June 18. Ben Metcalf,
credit structures, housing
DAS for HUD
and healthcare, and other
emerging issues. ParticMultifamily Housing
ipants also took time to
Programs, shared
discuss shared challenges
updates from his
during the Developers
ongoing projects at
Council Luncheon and
other networking activiHUD and talked about
ties. NH&RA will host the
his experience as
2016 Summer Institute at
a rising leader in
the Harbor View Hotel on
the industry.
Martha’s Vineyard.

HUD DAS Ben Metcalf Addresses Next Generation
of Affordable Housing Leaders
NH&RA’s Next Generation Leadership Initiative met
in Washington, DC, on June 18. Ben Metcalf, DAS for
HUD Multifamily Housing Programs, shared updates from
his ongoing projects at HUD and talked about his experience as a rising leader in the industry. Following Mr. Metcalf’s presentation, the meeting participants discussed
the future of the Next Generation Leadership Initiative,
including the types of programming and structure that
will best meet their needs. NH&RA created the initiative
to serve as a platform for affordable housing professionals who have recently taken on, or are rising to, executive
leadership roles in their organizations. For more information, e-mail Thom Amdur at tamdur@housingonline.com.

Tennessee Developers Council Submits Comments on 2016 QAP
The Tennessee Developers Council, a subsidiary
council of NH&RA, submitted comments on THDA’s draft

www.housingonline.com

2016 qualified allocation plan. The group responded to a
number of issues in the QAP, including provisions related
to RAD set-asides, energy efficiency measures, developer
experience points, and the noncompliance ban.

NCHMA Announces Agenda for Annual Meeting
on September 9-10 in Columbus
The National Council of Housing Market Analysts, a
subsidiary council of NH&RA, announced the panel session topics for its annual meeting, which will take place on
September 9-10 in Columbus, OH. The event will feature
a roundtable discussion between several housing finance
agencies, as well as panel sessions in LIHTC lease purchase
developments, assisted living developments, updates to
Rental Assistance Demonstration program, income and expense trending, market analysis in the U.S. Virgin Islands,
and the methodologies used to derive market rents and
achievable tax credit rents. For more information, please
visit www.housingonline.com/events.

Utility Allowances, continued from page 22

is equal to or greater than $10, the decrease must be
phased in. No decrease in any one year may be greater
than 15 percent. If the decrease is less than $10, there will
be no phase-in of the decrease.
Utility Allowance Sample Size
The sample size has been set by HUD based on the
number of units of each bedroom size. The Notice outlines
the required sample sizes, which range from all units being
included when the number of units per bedroom size is
1 -20, to 29 units if the number of units per bedroom size
is 389 or more. The Notice provides the specifics of the
sample size.
Allowances for New Construction or Substantial
Rehabilitation
Properties undergoing new construction or substantial
rehabilitation may establish initial utility allowances based
on the methodology outlined by the IRS for the establishment of allowances for the Low-Income Housing Tax Credit
program.
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Numbers
Appropriations Comparisons
President’s
FY 2016 Budget

Passed House
of Rep. (HR 2577)

Senate Committee
6/25/2015

Project-Based Rental Assistance

$10,760,000,000

$10,654,000,000

$10,426,000,000

Tenant-Based Rental Assistance

$21,123,496,210

$19,918,643,000

$19,934,000,000

VASH

$0

$0

$75,000,000

Public Housing Capital Fund

$1,970,000,000

$1,681,000,000

$1,743,000,000

Public Housing Operating Fund

$4,600,000,000

$4,440,000,000

$4,500,000,000

HOME Investment Partnerships

$1,060,000,000

$900,000,000

$66,000,000

Choice Neighborhoods Initiative

$250,000,000

$20,000,000

$65,000,000

Supportive Housing for the Elderly (Section 202) $455,000,000

$461,000,000

$420,000,000

Supportive Housing for Persons With
Disabilities (Section 811)

$177,000,000

$152,000,000

$137,000,000

HOPWA

$332,000,000

$332,000,000

$330,000,000

Community Development Block Grant (CDBG)

$2,880,000,000

$3,060,000,000

$2,900,000,000

Homeless Assistance Grants

$2,480,000,000

$2,185,000,000

$2,235,000,000

Rental Assistance Demonstration

$0

$0

$0
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Valued Partnerships.
Proven Results.
Together with our investor and developer
partners, Boston Financial has successfully
built a high-performing $10 billion
LIHTC portfolio.
For new multi-investor or proprietary
opportunities, please contact our team today.
Sarah Laubinger - 617.488.3230
Greg Voyentzie - 617.488.3203

Boston | Los Angeles | Louisville | San Francisco | Dallas | 800.782.7890 | www.bfim.com
www.housingonline.com
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