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Thom Amdur (New Developments, p. 5) is the Executive Vice President 
and Executive Director of the National Housing & Rehabilitation Association, 
Associate Publisher of TCA and has been the leader in the creation and 
presentation of the Preservation Through Energy Efficiency program.

Bendix Anderson’s (Madison Heights, p. 21 and Community of Educa-
tors, pg. 35)  work has appeared in Urban Land Magazine, Affordable 
Housing Finance Magazine, National Real Estate Investor and many 
others. He likes to imagine how abandoned, old houses and crumbling 
landmarks might turn into something beautiful.

Lauren Anderson (The Benefits of Community Solar, p. 38) is Commu-
nications Manager at National Housing & Rehabilitation Association, 
where she designs and implements marketing and outreach campaigns, 
supports event planning and logistics, and develops web strategy and 
content for HousingOnline.com and NH&RA social media. Lauren joined 
NH&RA after completing a term of national service as a Field Team Lead-
er with AmeriCorps National Civilian Community Corps (NCCC). Lauren 
previously worked with Fifth Estate Communications, a Washington, DC-
based strategic communications firm.

John W. Gahan III (Strange Bedfellows, p. 30) is an attorney with Murtha 
Cullina LLP, Boston, MA. For over 40 years, John has concentrated his 
practice on the cutting edge of development of real estate projects. 
John’s clients have built, owned and/or managed hundreds of thousands 
of multifamily housing units, including housing for the men and women 
who serve in our armed forces. John currently serves on the Board of 
Directors of Preservation Massachusetts and the National Housing & 
Rehabilitation Association (NH&RA).

Darryl Hicks (Talking Heads, p. 8) is the Vice President, Communications 
for the National Reverse Mortgage Lenders Association and a 16-year 
veteran of associations managed by Dworbell, Inc, the management 
company of NH&RA.

Bill MacRostie (Advocating for Historic Tax Credits, pg. 31) is a founding 
member of the Historic Tax Credit Coalition and the Senior Partner of 
MacRostie Historic Advisors LLC, a national leader in historic tax credit 
consulting with offices in Washington, DC; Boston; Chicago; Charleston, 
South Carolina; and San Jose, California. In private practice for more 
than 30 years, Bill has advised clients on historic rehabilitation tax credit 
design and regulatory issues nationwide on projects of many sizes and 
types. Learn more at macrostiehistoric.com. 

Mark Olshaker (Partnering with PHAs, p.13 and Arnold Gardens, p. 24) 
is a best-selling author of fiction and non-fiction and an accomplished 
researcher in the areas of crime and medicine. Olshaker has written 14 
books, most recently Law & Disorder with former FBI Agent John Douglas. 

David A. Smith (The Guru Is In, p. 6) is Chairman of Recap Real Estate 
Advisors, a Boston-based real estate services firm that optimizes the val-
ue of clients’ financial assets in multifamily residential properties, particu-
larly affordable housing. He also writes Recap’s free electronic periodical, 
“State of the Market,” available by emailing dsmith@recapadvisors.com.

Joel L. Swerdlow (Improving RAD Relocation, p. 19 and Senator Cantwell 
Leads LIHTC Expansion Campaign, pg. 28) )  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. Joel’s latest book with 
Frank Mankiewicz, So As I Was Saying: My Somewhat Eventful Life, is 
now out in bookstores.
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B L U E P R I N T  F O R  M AY
By Marty Bell

RAD is the Rage!
     

Attendance at this year’s annual meeting of the National Housing & Reha-
bilitation Association at the Breakers in Palm Beach was a record high for 
the 34 year-old organization. Along with Henry Flagler’s beach palace, an 

aggressive level of development activity and the chance to network with industry 
luminaries, I have to think one of the lures was an entire day’s symposium devoted 
to the progress of the Rental Assistance Demonstration (RAD) program.
 Washington is a city that suffers from an acute case of acronymphomania and 
government programs frequently have meaningless names. But not in this case.  
RAD is truly a rad solution to the following problem: What do you do when the 
nation’s public housing stock needs $40 billion of attention and a stymied Congress 
seems to consider any new appropriations inappropriate?  Well, under the leader-
ship of then-Secretary Shaun Donovan, what HUD did was shift money from one 
budget line to another, providing Section 8 support that encouraged additional 
private investment to preserve and repair affordable housing our society could not 
afford to give up on and, most importantly, would pencil out at net neutral. Speak-
ing of squeezing blood from a stone.
 The enthusiasm for RAD in the room at the Breakers persuaded us to focus 
much of this May issue on providing practical information about this demonstration 
program that our conference attendees seemed eager to hear.  
 To those owners and investors who choose to participate in the RAD program, 
Public Housing Agencies (PHAs) are going to have to be your buddies. But all PHAs 
are not created equal. Like any buddies, they have their own personalities and 
quirks. So we sent staff writer Mark Olshaker out to question RAD users about the 
benefits and liabilities of these relationships. (Partnering with PHAs, p. 13).
 Upgrading a building will, of course, improve the daily lives of residents. But 
what to do with them when the upgrading is in progress? On page 19, Joel Swerd-
low looks at the current RAD Relocation Rules as well as industry suggestions about 
changes that are needed. And on page 21, Bendix Anderson chronicles the Gorman 
and Company’s complicated effort to complete a RAD preservation project in 
Avondale, Arizona, by the program’s deadline. (Madison Heights Beats the Clock.)
 Other practical information you will find in these crowded pages (and provided 
by NH&RA members) include historic preservation expert Bill MacCrostie’s thor-
ough update on the advocacy work of the Historic Tax Credit Coalition (p. 31) and 
Boston attorney John Gahan’s advice on protections general partners need in their 
agreements when they wake up one morning to discover they have new investors 
to deal with.  (Strange Bedfellows, p. 30)
 And while we’re on NH&RA meetings and members: During a break at the 
Breakers, Holly Bray of Love Funding told me about the preservation of a mid-20th 
century building she was working on in Suitland, Maryland. And she said, “You 
know, everyone involved in this project met each other at NH&RA events.” Perhaps 
not such a rad occurrence, but certainly one we wanted to cover. (Arnold Gardens, 
p. 24). And hopefully motivation for you to join us at the upcoming Summer Insti-
tute on Martha’s Vineyard or the annual Fall Forum (and Timmy Award presentation) 
in Boston.

Marty Bell, Editor

Advertise Your Business! 
Tax Credit Advisor accepts advertising. 
For information or to place an order, 
contact Scott Oser, Director of 
Advertising Sales, 301-279-0468, 
soser@dworbell.com
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WHO IS AFFORDABLE 
HOUSING’S ROOKIE OF 

THE YEAR FOR 2015?

Facebook revenue went from $0 to $9 million in its first year.  

Wilt Chamberlain set NBA records for most points and rebounds, 
then lost in the finals, but won MVP and Rookie of the Year awards.

Berkadia closed over $750 million in affordable housing transactions 
in 2015, and we’re just getting started. We ranked 7th overall among 
affordable housing lenders, and 2nd among non-banks in 2015.*

We are able to execute across the entire suite of Freddie Mac TAH, 
Fannie Mae MAH and FHA products. Our Affordable Housing Group 
is a dedicated team of mortgage bankers, underwriters, and other 
specialists working exclusively to support your affordable  
housing transactions. 

* Per Affordable Housing Finance 

FREDDIE MAC TAH / FANNIE MAE MAH INQUIRIES: 

Anthony Cinquini 
310.209.3288 
anthony.cinquini@berkadia.com

FHA INQUIRIES:   

Richard Price 
301.202.3578 
richard.price@berkadia.com

James Tanner 
919.781.6815 
james.tanner@berkadia.com

Commercial mortgage loan banking and servicing businesses are conducted exclusively by Berkadia Commercial Mortgage LLC and Berkadia Commercial Mortgage Inc. Investment
sales/real estate brokerage business is conducted exclusively by Berkadia Real Estate Advisors LLC and Berkadia Real Estate Advisors Inc. In California, Berkadia Commercial Mortgage
LLC conducts business under CA Finance Lender & Broker Lic. #988-0701, Berkadia Commercial Mortgage Inc. under CA Real Estate Broker Lic. #01874116, and Berkadia Real Estate
Advisors Inc. under CA Real Estate Broker Lic. #01931050. For state licensing details for the above entities, visit: www.berkadia.com/legal/licensing.aspx. © 2016 Berkadia Commercial 
Mortgage LLC. Berkadia® is a registered trademark of Berkadia Proprietary Holding LLC.

BERKADIA .COM /  800.446 .2226
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Committing to Community Development  

For the eight years since the onset of the financial crisis, the economic recovery in 
the United States has been uneven. Month-to-month we have enjoyed a slow, but 
steady increase, in the creation of new jobs into the economy, though critics cor-

rectly point out that many of these new jobs are not equal replacements for high-paying 
manufacturing jobs that have migrated overseas. Many real estate markets (and not just 
on the coasts) are booming, cap rates continue to shrink and the value of rental housing 
assets (market rate and subsidized) are at all-time highs.  
 Anyone who visits Columbus, Denver, Minneapolis or Nashville will immediately 
notice the amount of construction underway and the number of new apartments coming 
online. But all this new construction does not move the needle far enough for those of 
us in the community development field. The need for affordable and workforce housing 
continues to grow across the nation and many neighborhoods where the need is greatest remain disinvested. 
 Through industry efforts, like the Make Room campaign, as well as the people power movements, like “Black 
Lives Matter,”and the popular success of Matthew Desmond’s book Evicted, more Americans are becoming 
increasingly aware of the challenges low-income Americans face in our impoverished urban neighborhoods or 
neglected rural communities. These challenges may seem intractable but they are not; they simply require 
resources and the will to make change. 
 I am not saying this work is easy, but there are exciting efforts underway across the nation to undo genera-
tions of neglect in poor neighborhoods through comprehensive redevelopment. One such model worth studying 
is the coordinated efforts underway in Baltimore. Leaders across the public, private and non-profit sectors are 
implementing an ambitious plan to revitalize Charm City’s “Main Street” neighborhoods using literally every tool 
in the community development toolbox.  
 Using data metrics developed by The Reinvestment Fund (TRF), the Baltimore Department of Housing (which 
also serves as the city’s public housing authority) is using an analytics-driven approach to target resources to com-
munities and projects. 
 New affordable rental housing, like Homes For America’s City Arts project, is an important component to the 
revitalization of the Remington neighborhood. 
 Through the city’s Vacant to Value Initiative, nearby vacant row houses are also being acquired and refur-
bished by TRF to be rented or sold to low and middle-income families. 
 Many community developers have observed that housing alone is insufficient to effect the comprehensive 
change these neighborhoods deserve – which is what makes Seawall Development’s New Markets Tax Credit 
mixed-use and commercial projects so critical to the effort’s long-term success. Projects, like R House, Millers 
Court and the Union Mill, combine a mix of housing options with commercial and office space for non-profits and a 
unique food and beverage emporium that will be a launch pad for ten local chefs to showcase culinary concepts. 
 Together, these efforts are leveraging millions of dollars of private sector capital to turn around a neighbor-
hood, while preserving affordable opportunities so that current residents will enjoy the benefits of the public-
private investment. If this model can work in Baltimore, it can also work it other old-line industrial cities with 
underutilized infrastructure. We as a nation simply need to make a commitment. 

THOM AMDUR: New Developments

Thom Amdur
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specialists working exclusively to support your affordable  
housing transactions. 
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“They’ll write a check for something 
they won’t vote for”

W hen soliloquized by megalomaniacal president 
Frank Underwood in House of Cards, our title 
quote sought to prove his opponents’ hypoc-

risy. But it actually reveals quite the opposite: a profound 
divide between two philosophies that affects almost 
every part of the affordable housing business. 
 Despite Frank Underwood, writing a check for some-
thing you’d vote against isn’t hypocrisy: it’s rejection of 
the direct-government mode of delivery as failing its lofty 
purpose. It’s not anti-poor, it’s anti-failure, because when 
you write a check to charity, you are making the choice, 
not handing it off. Those who are pro-poor might prefer 
charity over legislation for any of seven reasons:

1. Agency. With pro-poor legislation inevitably come 
taxes, which all of us pay whether or not we endorse 
the intervention. With charity, you are the agent of 
your sympathy: you choose where your money goes.

2. Transparency. Send in your taxes, and off they go, 
never to be seen again. With charity, you perceive 
your check helping dedicated Nigerian farmer Ezekiel 
Igbinoba buy another dairy cow. You feel better see-
ing how your money traveled to its destination … and 
that it got there.

3. The fog of mega-numbers. Numbers of epic scale are 
inherently distancing. When we hear ‘billion,’ we think 
federal budget deficits, plutocrats, galaxies – deci-
sions and beings and places far, far away from us. 
We cannot relate billions to any scale of our localized 
comprehension, and in feeling small and distant, we 
feel our contribution is meaningless, a drop in the 
ocean, a rounding error. (Do you glaze over at Med-
icaid budget numbers?) When we sign a check at 
a fundraiser to help send deserving young Desiree 
Gonzalez to college, we see her clearly and that emo-
tionally rewards our giving. (When did you last feel 
good about paying your taxes?)

4. Efficiency. With transparency – enforced by Forms 
990, GuideStar, and intermediary evaluators, like 
Charity Navigator – we quantify administrative cost, 
so we can compare it and efficiency across entities 
and interventions. When was the last time you saw a 
budget reckoning (for HUD) that showed how much 
of the money that went into a national or state-level 

program was 
overhead and 
how much went 
out to program 
beneficiaries?

5. Optionality. 
With charity, 
every year’s 
donation is a 
new decision, a 
change to evalu-
ate performance or to change priorities. With legisla-
tion, that takes an Act of Congress – literally. 

6. Experimentation. The personal link between donor and 
charity encourages charities to ask for, and donors to 
fund, things labeled experiments. Committee-based 
funding decisions devolve back to safety, and govern-
ment is the ultimate lead-from-the-rear committee.

7. Accountability. A charity that misuses donor funds 
sees the funding dry up, often very rapidly. With legis-
lation, um, not so much.

 While these principles explain the impressive scale 
and diversity of US non-profit organizations, including 
those with housing at their center, they also help explain 
the continuing appeal of tax credits, especially LIHTC, 
which by design or serendipity replicate those benefits 
of the charitable rather than governmental approach to 
social problems:
1. Agency. Investors choose which properties their 
 money will fund.
2. Transparency. From the comprehensive pre-investment 

disclosure through the annual audits, access to the 
books and records, and even to resident files, the 
entire transaction is fully transparent throughout its 
entire lifespan.

3. Anti-fog. All those millions in sources of funds can be 
traced like radioactive isotopes back to rents, apart-
ments, and people. The linkages are clear and that 
builds confidence.

4. Efficiency. With the tax credit now older than 30, 
intermediary costs have been commoditized, squeezed 
and scrutinized and competed for, the more so be-
cause intermediaries have few barriers to entry. 

David A. Smith
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DAVID A. SMITH: The Guru is In
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5. Optionality. Investors enter 
and exit the market all the 
time; indeed, some resell their 
positions after a few years or 
when the company’s tax ap-
petite changes. Optionality = 
competition = efficiency.

6. Experimentation. The hunt for 
attractive yields coupled with 
the ingenuity of QAP design-
ers has led LIHTC into dozens 
of different sub-populations, 
building typologies, and ser-
vice packages – and has played 
a catalytic role in the remark-
able revitalization of public 
housing properties via RAD.

7. Accountability. From time to 
time, syndicators disappear; so 
do developers. That is a good 
thing because it encourages 
true market accountability.

 When you think about it, in 
terms of pro-poor activity overall, 
tax credits represent a kind of do-
nor-advised fund, where individual 
corporations are able to redirect, 
dollar-for-dollar, a portion of total 
federal expenditures on housing 
into targeted investments. And the 
government benefits from the ad-
ditionality; not only does it transfer 
risk, outsource compliance, and 
having collectable recapture, in 
today’s market the government 
gets more than a dollar of funds 
per dollar of tax expenditure.
 Financial institutions that invest 
in tax credit properties aren’t 
simply making a CFO decision; by 
their actions, they’re affirming a 
piece of affordable housing policy. 
They write checks for things their 
CFOs might not vote for, but in so 
doing they deliver better policy 
outcomes.
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Talking Heads, continued on page 10

Talking Heads
Margaret Allen, AGM Financial 

Nationwide, 90 companies originate FHA-insured 
multifamily debt, among them AGM Financial, 
Inc., based in Baltimore, MD. Last year, the com-

pany ranked 15th overall in production, completing 22 
transactions worth $315,403,300. The company’s Founder 
and Chief Executive, Margaret Allen, is among the indus-
try’s most widely respected thought leaders.
 When the mortgage banking firm where Allen learned 
multifamily lending went out of business in the 1990 re-
cession, rather than look for a new employer, she formed 
her own company. Twenty-five years later, Allen and her 
company are still going strong, financing affordable 
rental housing and upscale market rate apartments using 
FHA-insured mortgages. AGM’s annual loan production 
for the last four years averaged $400,000,000.
 Tax Credit Advisor sat down with Allen to get her 
thoughts on RAD, debt market trends, and what changes 
she would like to see happen within HUD’s multifamily 
loan programs. 
 
Tax Credit Advisor: How did someone who graduated 
from Berkeley in 1968 with a degree in Biological Field 
Sciences choose FHA lending as a career path? 

Margaret Allen: Sometimes careers choose us.  I started 
teaching environmental classes to members of the United 
Auto Workers and wrote grant proposals for them around 
environmental issues. When I moved to Baltimore, the 
Department of Housing needed someone to write grant 
proposals to HUD to fund housing, retail, commercial, 
and industrial projects. I got to know lenders who were 
involved in these transactions. One of them was a HUD 
lender and I was lucky enough to spend eight years there. 
Getting back to your original question, I mostly studied 
birds. I asked where does it live, what does it eat, how is 
this bird like every other bird I have ever seen and how 
is it different? These are exactly the same questions I ask 
when financing an apartment project. Why is it located 
here, who are the residents, how is this project like every 
other project I have ever seen and how is it different?

TCA: What do you attri-
bute your success after 
30 years as a multifamily 
lender?  
Margaret Allen: Partly be-
cause the doors are open 
and we offer a product that 
some developers appre-
ciate; partly because we 
have terrific long-term 
employees who contribute 
to and share in profits; partly 
attention to detail and knowing HUD; and partly we are 
candid with clients up front about the good and difficult 
parts of the HUD journey. 

TCA: What distinguishes AGM from other FHA Lenders?  
Margaret Allen: By far most HUD lenders do an excellent 
job, offer an honest service, and try to be fair to HUD and 
our clients. AGM is the same. The main difference is that 
HUD is all we do.

TCA: What major trends are you seeing in today’s 
debt markets? 
Margaret Allen: Unlike 2009-2015, the lending indus-
try is back in full swing and loans are more competitive. 
Banks, insurance companies, and Fannie and Freddie are 
in the market, as are lenders offering debt and equity for 
tax credit transactions.  HUD has improved its underwrit-
ing standards in order to compete. In spite of (Federal 
Reserve Board Chairwoman) Janet Yellen’s best efforts, 
interest rates have not risen. Every so often, she speaks, 
people worry and spreads blow out, but they work their 
way back in. They have come down 50 basis points during 
the past few weeks. We are quoting around 3.65% on new 
construction/sub rehab debt right now, which is where we 
were a year ago.

By Darryl Hicks

Margaret Allen
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Talking Heads, continued from page 8

TCA: Has FHA’s new MAP Guide had the desired 
effect of streamlining the underwriting of affordable 
housing deals? Do you see it having a positive impact 
on the future of the business? 
Margaret Allen: The new MAP Guide isn’t so much 
designed to streamline the processing as to modernize 
HUD’s lending standards. Loan-to-cost and loan-to-value 
ratios have increased and debt service coverage ratios 
have decreased. Most of the streamlining is taking place 
as part of the transformation of HUD and implementation 
of the single under model. The Department is reorga-
nizing from 51 offices to 12. There are five regions with 
a satellite office or two in each. The single underwriter 
model provides knowledgeable underwriters, who, if they 
are looking at a project that has an operating history, can 
review the entire transaction on their own and proceed 
to loan commitment. Regional offices that have been 
open for over a year – Dallas/Fort Worth, Chicago, and 
Atlanta – are meeting their 60-day timelines. The New 
York region is being transformed this month. The under-
writers have three more weeks of training, so they should 
be operating sometime in May. Next up is San Francisco 
and Denver.  

TCA: What has the experience been like dealing with 
these new regional offices? 
Margaret Allen: It has been a good experience. HUD 
is using people who came from different segments of 
the housing industry and are not 100% fluent in FHA or 
FHA’s history of how things happen. But we normally get 
everything straightened out. The sentiments are in the 
right place. 

TCA What were your motivations for getting into 
the RAD program and how would you describe your 
experiences so far?

Margaret Allen: When (former HUD Secretary) Shaun 
Donovan said this is a program the Department wants to 
do, I said okay. Anything that Shaun Donovan wants to 
do, I want to do. RAD provides a tremendous benefit for 
the preservation of affordable housing for the poorest 
people in the country. The conversion to Section 8, 4% 
tax credits, interim income, and seller-take-back debt, 

allow us to afford $35,000 to $50,000 to $80,000 a unit 
in rehab dollars, at no additional expense to the federal 
government.  

TCA: Do you have any tips on how to facilitate 
smoother RAD – FHA transactions? 
Margaret Allen: Yes, there was a meeting recently with 
RAD officials to talk about this topic. A lot of RAD falls 
within HUD’s Office of Public and Indian Housing, which 
is completely separate from housing (FHA).  We need an 
expeditor who can work across these fields to achieve 
everyone’s goal of a successful rehabilitation.  

TCA: Was the purpose of your meeting with HUD to 
identify possible expeditors?  
Margaret Allen: HUD closed about 70 RAD transactions 
in the 4th quarter of 2015 and they are expecting several 
hundred in the 4th quarter of 2016. The Department will 
be overwhelmed if it doesn’t streamline its processes. 
They know they have a problem and so they’ve reached 
out to the practitioners to see if we have suggestions. 
HUD absolutely looks at us as its partner in this program. 

TCA: What multifamily policy changes would you like 
to see FHA enact before you retire? 
Margaret Allen: There are a few regulatory problems 
that people are running into. Interestingly enough, one 
of them is street noise. HUD’s guidelines date to the 
1970s, so they are a little unrealistic in terms of tran-
sit-oriented urban developments. Everybody agrees that 
interior noise can’t exceed 45 decibels, but current limits 
for balcony noise need to be reassessed 40+ years later. 
Timing is always a problem, but the whole point of Trans-
formation is to improve timing. Consistent underwriting 
is important so that we can expect the same underwriting 
decisions in each region, which is also a goal of Transfor-
mation.   

TCA: Where do you see your company in the next five 
years in terms of its strategic vision?  
Margaret Allen: We would love to still be doing HUD 
transactions. I would like to make more alliances so that 

Talking Heads, continued on page 12

Tax Credit Advisor
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Talking Heads, continued from page 10

we can improve access to bridge financing for acquisi-
tions, for example. The new lower Mortgage Insurance 
Premiums for energy-efficient apartments will make FHA 
very attractive for market-rate properties. The single 
underwriter model, with specialization in tax credit trans-
actions, will certainly help FHA meet tax credit timing 
requirements. 

TCA: For borrowers who are new to FHA – do you 
have any tips, recommendations or pitfalls to watch 
out for? 
Margaret Allen: You need to make sure that, whoever 
your lender is, that you have a high-quality, defensible 
market study, appraisal, and environmental report. You 
need a Phase 1. If the Phase 1 calls for a Phase 2, get it. 
If soil or ground water is contaminated, expect to need 
a “no further action” letter from the state Department 

of the Environment. You should understand how Da-
vis-Bacon wages work, especially if your building is more 
than four stories high. You must make sure you meet 
all of HUD’s experience requirements. In days gone by, 
HUD used to help train people who had not been in the 
multifamily business, but the Department doesn’t do that 
anymore. Three or four years ago, HUD made experience 
a requirement for loans that exceeded $25 million, but 
now it’s a requirement for everybody. You might have 
experience doing single-family, or land development, but 
now you have to have a multifamily partner.  You might 
have experience doing apartments, but if you include 
commercial space, you must have a partner experienced 
in commercial development. And I don’t think that’s an 
unfair request. HUD’s loans are fully non-recourse; all 
HUD has is the property and integrity and experience of 
its borrowers. 

Tax Credit Advisor
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Partnering with PHAs, continued on page 14

Rehabbed Civic Park rendering

Partnering with PHAs   

Benefits and liabilities come with RAD deals

The problem is clear, pervasive, and all but over-
whelming: According to U.S. Department of Housing 
and Urban Development estimates, there is a back-

log of more than $26 billion in needed renovations, repairs 
and upgrades to the nation’s inventory of public housing 
properties, and 10,000 affordable units are leaving housing 
programs each year. A challenge of this enormity will not 
be susceptible to any single or comprehensive solution, 
so HUD is trying to address it on several fronts, and in so 
doing, has indicated its willingness to experiment.
 One such experiment is RAD, the Rental Assistance 
Demonstration program, announced in 2013 by former 
HUD Secretary Shaun Donovan. The aim is to test new 
methods of placing public housing projects and certain 
assisted multifamily rental properties on a solid economic 
footing and make it easier for public housing agencies to 
attract private debt and Low Income Housing Tax Credit 
equity for the renovations. According to A. J. Johnson, a 
full service real estate consultant in Williamsburg, Virginia, 
the best candidates for RAD conversion are buildings with 
a per-unit rehab cost between $30,000 and $40,000. In at 
least half the deals, nine or four percent credits are being 
used to make the deals feasible.
 From a public policy standpoint in an era in which Con-
gress has not provided sufficient funding for Public Hous-
ing Authorities (PHAs) to keep up with capital needs, RAD 

makes a lot of sense. The question for private operators in 
various phases of the affordable housing industry is: Does 
it make sense to get involved?
 The answer, like the problem RAD was designed to 
address, is: There is no single answer.
 RAD provides stable funding by offering long-term 
Section 8 contracts – 15 or 20 years – either as proj-
ect-based vouchers (PBV) or project-based rental assis-
tance (PBRA). Local public housing authorities select prop-
erties they own that they’d like to preserve or upgrade, 
and designate them for mortgaging to private capital. If 
the building’s condition is considered unredeemable, it 
can be torn down and a new residential structure built on 
the site. As far as HUD’s own budget is concerned, RAD 
is supposed to be cost-neutral, simply shifting units from 
public housing to Section 8.
 In September 2014, current HUD Secretary Julian 
Castro lauded the program: “Back in July, the residents 
of Magnolia Crossing Development [in Yazoo, Mississippi] 
wiped away tears as they broke ground on their renovation 
project. In the past, conditions were so bad that they’d 
coordinate when to do laundry because their units would 
flood when too many machines were running at the same 
time. Thanks to RAD, they are shaping a brighter tomor-
row, and communities across the nation want to do the 
same.”
 

By Mark Olshaker
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Partnering with PHAs, continued on page 16

Partnering with PHAs, continued from page 13

The Times They Are A’Changin’
 So how do the plusses and minuses balance out for 
developers and other industry professionals considering 
RAD participation? That was the topic of an in-depth panel 
discussion at the 2016 NH&RA Annual Meeting and Public 
Housing Joint Venture Symposium at The Breakers in Palm 
Beach in February. Moderating was Patrick Costigan, one 
of the founders of CF Housing Group of Washington, 
D.C., and a former senior advisor to Shaun Donovan, with 
more than 30 years of affordable housing and community 
development experience. During his time at HUD, he led 
the effort to establish RAD.
 “Why do you want to do this with a public housing au-
thority?” Costigan posed to the panel and audience. “It’s 
like the Willie Sutton line about ‘Why do you rob banks?’ 
It’s where the inventory is. There are 2,000,000 units of pub-
lic housing and a lot is not in good shape.”
 Amy Glassman, an attorney with Ballard Spahr in Wash-
ington, D.C., has an overview of the entire RAD process, 
representing public housing authorities, developers, non-
profits and other recipients of HUD funds. She notes, “The 
housing authorities are in an interesting position. The only 
way to redevelop their properties is with private capital 
through partnerships. Even if they’re self-developing, they 
need partnerships with investors and lenders and others, 
which is not necessarily the way they were operating ten 
or 15 years ago, or for some, even two years ago. So some 
are getting good at acting like private developers.”

The Wherefore and the Why
 While there are many considerations for developers 
and investors, the prime factor appears to be the local 
housing authority itself. They are not, it seems, all created 
equal. And some bring more to the table than others.
 Milton Pratt, Jr. is Senior Vice President with Michaels 
Development Company in Marlton, New Jersey. Since 
2005, Mr. Pratt and his team have developed more than 
2,500 affordable units, valued in excess of $375 million. 
“We look at a lot of RFPs,” he comments. “And we’ve 
come to the realization that every deal may not be right for 
us. We’re looking for housing authorities with capacity and 
financial advisors; and are they listening to their advisors?”
 He looks for housing authorities that are already work-
ing on master plans, because, “It is a challenge to bundle 

an entire package together.
 “Next we’ll look at the buildings themselves that 
they’re talking about converting over to the RAD program. 
If there are poor conditions – not enough RAD rents or 
capital dollars to make these deals work – we have to say 
to the housing authority, ‘You might want to develop this 
yourself.’”
 The real prize: “Communities with high land values 
where we go in for four percent credits.” He notes, “In 
many states, RAD is not eligible for nine percent credits.”
 Costigan points out that a significant number of 
housing authority projects are in neighborhoods ripe for 
transformation, such as those near MIT in Boston and John 
Hopkins Hospital in Baltimore.
 Cassandra Silvernail is a Senior Vice President of Bank 
of America in Houston and a Senior Equity Originator 
on the BofA Merrill Lynch Direct LIHTC platform. “As an 
investor, what we look for first from the housing authority 
or development team is experience with new construction 
or rehab,” she states. “And second: that they are financially 
capable of providing guarantees.” Since PHAs are often 
limited financially, she likes to see a package involving a 
private or nonprofit developer who can fill the gap be-
tween Section 8 subsidies and the LIHTC guarantees. A 
third-party management consultant with experience in tax 
credits is a definite plus.
 Silvernail evaluates each deal based on a 15-year pro 
forma and summarizes her minimum requirements as a 
bonded guaranteed maximum contract (G-Max), comple-
tion guarantee, and reserves or capital demand note to 
backstop long-term risk.
  By their very nature, RAD deals involve partnerships. 
Zoe Weinrobe’s first questions to a housing authority are, 
“What is your goal? Is it long-term ownership and stability 
for the residents? Do you want to diversify? Do you want to 
preserve existing housing or demo the site and start over?” 
And finally, “What are your RAD incomes and expenses? 
If you can’t make your cash flow, you can’t do the deal.” 
Weinrobe is Vice President of Recap Real Estate Advisors 
in Boston, with more than a decade managing develop-
ment transactions in both the public and nonprofit sectors. 
Her work has included all aspects of the development, 
redevelopment and recapitalization of tax credit, federally 
assisted and public housing properties.
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Partnering with PHAs, continued from page 14

 She divides RAD transactions into three 
“buckets”: 
• Straight conversions with low capital needs 
 and limited soft costs.
• Debt-only FHA or conventional mortgage 
 financing with limited rehab.
• Big projects with four or nine percent tax 
 credit backing.
 And for these, the considerations lead to 
more specific questions, similar to those voiced 
by Pratt: Does the housing authority have the 
necessary experience? Can it meet guarantees 
and tax credit compliance rules? Can it procure the neces-
sary third-party vendors, such as architects and engineers? 
“It’s a nightmare, and a full-time position to do these 
deals,” she declares. “So those are the initial tough 
questions we have.”
 Glassman also stresses to her clients the need to be 
sure there will be enough revenue to cover expenses plus 
debt. “If a property has deep capital needs, it might not 
work for RAD.”
 A number of developers have considered applying to 
the program, but after completing their pro formas, deter-
mined they were looking at costs in the $60,000+ per unit 
range, so other types of funding packages would better 
meet their goals.

It’s Still the Same Old Story
 Even though RAD conversions are somewhat special-
ized deals, the traditional considerations for affordable sec-
tor developers don’t go away. Just as for a new project or a 
traditional conversion, potential partners look for opportu-
nities in which the local residents, governmental agencies 
and neighborhood stakeholders are in favor of the facility 
and will work to have it realized.
 There is a perception in some quarters that RAD is 
privatizing public housing, and so it is a threat. Unless han-
dled effectively, this can become a local hot button.
 “Make sure you have the right political climate,” warns 
Pratt. “Otherwise, it can be a real quagmire.” The other 
issues for a potential developer to check out are the ease 
of zoning, permitting and regulatory relief – some jurisdic-
tions are notorious in this respect – and whether there will 
be any help with infrastructure, such as water and sewer 

investments – “Things the city should do normally,” he says. 
 “And I sometimes don’t think [the local housing au-
thorities] are spending enough time convincing their own 
boards that RAD is a good program and makes sense.”
 From the housing authority’s perspective, Amy Glass-
man adds, “Do you need a developer partner? That really 
depends on the individual authority. There needs to be a 
frank discussion with the board to understand what they’re 
signing onto.”
 The administrative structure of the partnership with the 
housing authority is important to some developers and 
investors. But that can be defined in different ways. Most 
want to know in advance who will be making the manage-
ment decisions.
 Says Pratt, “We have to start out with control – abso-
lute, total control of the partnership. From our perspective, 
it doesn’t matter if the housing authority is the managing 
general partner or the administrative limited partner. We’re 
comfortable with giving the housing authority the right to 
take over property management if they can do it for less than 
us, but it’s not common. I do want to know how much of the 
developer’s fee do they want, and what are they going to do 
for it, and what percentage of risk are they accepting.”
 Representing lenders and investors, Silvernail says, 
“I want the person standing behind the guarantee to be 
compensated fairly so they have a vested interest.”

Reviewing the Situation
 “Public housing authorities are the gateways to subsi-
dies,” Pat Costigan summarizes. And they can bring a lot 
to the table for developers and investors, including, most 
importantly, land; but also project-based vouchers; various 

Partnering with PHAs, continued on page 18

American Gold Star Manor, Long Beach, Ca.
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Partnering with PHAs, continued from page 16

kinds of reserves; in-place resident services and benefits; 
facilities and community spaces; and established resident 
support of a prospective development program.
 On the other hand, there are Central Office Cost Cen-
ter expenses, otherwise known as overhead; not always 
useful balance sheets; annually prorated operating and 
capital funds; HUD regulations; civil rights, relocation and 
other reviews; boards, intra-office politics and committees, 
among other baggage.
 Another issue that will go into the decision-making 
process is the multitude of compliance requirements of all 
subsidy programs used in the RAD transaction, including, 
as mentioned, LIHTC and Section 8, HOME Investment 
Partnerships, and local rules. Additionally, each subsidy 
program has its own set of tenant eligibility requirements, 
so a developer will have to get them to overlap – not 
always (or usually) a simple task. For example, some cur-

rent residents may be above the LIHTC income limit. And 
unless the local authority has made provision for tenant 
relocation during construction or made certain that it can 
move forward with residents in place, this can be both an 
added expense (as well as working out which partner is 
going to bear it) and a major headache.
      So, developers or investors will have to take all of the 
benefits and liabilities of a partnership with a public hous-
ing authority into account: evaluating the organization, 
master plan, experience and personnel capabilities of that 
agency; scoping out the local support, political climate 
and regulatory cooperation of a particular area; weighing 
the upward transitional potential of the neighborhood; the 
physical condition of the property itself and that individual 
or organization’s own tolerance for uncertainty.
      With this many variables, there is no simple answer. Each 
deal will rise or fall on its own potential risks and rewards. 
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Relocation, continued on page 34

Improving RAD Relocation   

New program finds its way

HUD’s Rental Assistance Demonstration program 
(RAD) has the potential to preserve thousands of 
units of much needed affordable housing as well 

as to improve the quality of apartments built, in many cas-
es, half a century ago. That’s all great. But it also will, by 
necessity, cause some disruption along the way. In many 
cases, the amount of work needed in these units is going 
to require tenants relocating while the work is in progress.
 Relocation is a complex and highly regulated process.  
No single project is ever “typical;” for example, says Holly 
Knight, Vice President of Development for 
the Bennett Group Consulting in Madison, 
Mississippi, “Populations of residents can 
be fragile, with special concerns.” Denise 
Wise, Chief Executive Officer of the Hous-
ing Authority City of San Buenaventura, 
California, gives an example: “We have a 
development that has a 180 family units 
that will be demolished in four phases. In 
the first phase, we will demolish 72 units 
and replace them with 130 units. Therefore, 
when Phase 1 is complete we can relocate 
the balance of the families on site.
 “A renovation in place is simple. There is 
no relocation necessary. People are moved 
out and back into their units. In our case, 
with a demolition, we are relocating families 
for longer than a year. Therefore, we plan to 
do one of two things: 1. Issue Housing Choice Vouchers 
(HCV); or 2. Move them into other public housing units.
 “So, we have 72 families who need to be relocated, in 
a housing market with a less than 2 percent vacancy rate; 
public housing with a 98% occupancy rate; current HCV 
voucher holders looking for housing in our market take at 
least six months to find a home and a construction sched-
ule that must be met.”
 Resident relocation, which can obviously be part of 
any renovation, was the subject of HUD’s formal RAD rules 
on July 14, 2014. But many new government programs go 
through alterations as citizens begin to live through the 
experience imagined by law and rule makers. RAD is no 

different. RAD, says housing commentator David Smith, is 
a “quiet revolution” that is staying successful in large part 
because it can “evolve quickly,” with speedy revisions 
and rule-writing emerging from those who “learn 
by doing.”
 An update to RAD relocation rules is expected soon. 
Timing of resident relocation seems to be a key issue.  
“The RAD Notice last summer,” says Patrick M. Costi-
gan, a former HUD official who is now Principal of the CF 
Housing Group in Washington, D.C., “had a few pages 

on relocation that were a bit different 
from the original notice. New relocation 
guidance is pending, and is expected to 
include a focus on timing”—the require-
ment, included in RAD since its inception, 
that financing of a RAD conversion be 
closed prior to any relocation of tenants. 
    Among the most prominent voices 
addressing the timing-of-relocation issue 
has been the RAD Collaborative, which 
describes itself as open to all housing 
authorities and their partners “committed 
to making RAD an innovative and success-
ful new tool [with which we can] preserve 
and revitalize the nation’s public housing 
stock to benefit residents and surrounding 
communities.” 
    The Collaborative has asked that HUD, 

among other things, permit more relocation “before fi-
nancial closing” because “current restriction on pre-clos-
ing temporary relocation moves is more restrictive than 
public housing” and “in the case of new construction, 
requires relocation and demolition to take place after fi-
nancial closing, requiring an additional six months, longer 
and more costly construction and forwarding commit-
ment terms, which increases costs of financing and reduc-
es the pool of available units for relocating residents.”
  This prohibition, the RAD Collaborative continues, 
“subjects residents in multi-phase conversions to live at 
the site and to endure multiple years of demolition and 

By Joel L. Swerdlow
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Madison Heights, continued on page 23

CASE STUDY:

Madison Heights Beats the Clock  

Gorman races RAD deadline

In April 2015, Brian Swanton got a message from the U.S. 
Department of Housing and Urban Development (HUD). 
Federal officials questioned whether his plan to rede-

velop public housing in Maricopa County, Ariz., would 
violate the Fair Housing law by concentrating poverty in a 
low-income neighborhood.
 It was terrible news. The plan for Madison Heights had 
won two reservations of competitive Low-Income Hous-
ing Tax Credits and a place in HUD’s Rental Assistance 
Demonstration (RAD) program. It would lose its funding if 
it could not start construction in time to finish by Decem-
ber 2016.
 “We had a gun to our heads,” says Swanton, the Ari-
zona and Southwestern U.S. Market President for Gorman 
& Company, an affordable housing developer partnered 
with the Maricopa Housing Authority.

A superior location in a poor neighborhood
 The plan for Madison Heights replaces three crum-
bling public housing projects with 143 new apartments 

near transit, services, shopping and jobs 
in Avondale, Ariz.
   “This is a far superior location,” says 
Swanton.
    The three older public housing com-
munities total 143 units: 77 apartments on 
the Madison Heights site before renova-
tion, 46 apartments at Norton Circle, also 
in Avondale, and another 20 apartments 
at the HM Watson property, in Buckeye. 
The existing public housing residents 
have a “right to return” and live at the 
new community, where the apartments 
are reserved for very-low income residents 
whose rents will be subsidized.
    “Through RAD we now had the flex-
ibility to lift the subsidy off the three 
public housing properties and achieve 
economies of scale at the new Madison 
Heights,” says Swanton. “We doubled the 

density of the site.”
 Before the renovation, the public housing at Madison 
Heights spread over the 9.7-acre site in lines of boxy, 
one-story, cinderblock buildings, looking a little like 
military housing. The buildings were inefficient. Instead of 
air conditioners, they relied on “swamp coolers” to fight 
the heat in the summertime, using a tremendous amount 
of water in an unsuccessful effort to cool the apartments 
by evaporation. The heat was so intolerable, ten percent 
of the residents would typically move out in summer 
months.
 The new apartments are designed to look like town-
houses, ornamented with high-end materials like brick 
and metal shade awnings. The whole community is built 
to meet the tough Leadership in Energy and Environ-
mental Design standards set by the U.S. Green Building 
Council, though Gorman does not plan to pay to get the 
property fully certified. Housing officials in Arizona offer 
20 points in the competition for LIHTCs to projects that 

By Bendix Anderson
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RAD is the Rage!

Gorman Company’s Madison Heights rendering



 22 Tax Credit Advisor  |  May 2016                                                                                                                                 www.housingonline.com

ENTREPRENEURIAL CREATIVITY.  INSTITUTIONAL EXECUTION.  
TRUSTED CLIENT PARTNERSHIPS.

RECENTLY CLOSED TRANSACTIONS

$10,029,597
4% LIHTC
FAMILY / NEW CONSTRUCTION
FORT COLLINS, CO
 
$9,854,015
9% LIHTC
SENIOR / NEW CONSTRUCTION
CHICAGO, IL
 

$7,200,829
4% LIHTC
FAMILY / NEW CONSTRUCTION
COPIAGUE, NY
 
$6,539,905
9% LIHTC
FAMILY / NEW CONSTRUCTION
ELIZABETH CITY, NC
 

RED STONE IS A NATIONAL MULTIFAMILY  

REAL ESTATE FINANCE COMPANY PROVIDING  

INNOVATIVE FINANCIAL PRODUCTS  

TO THE AFFORDABLE HOUSING INDUSTRY.

WWW.RSEQUITY.COM

INVESTORS

RYAN SFREDDO
212-225-8300 
RYAN.SFREDDO@ 
REDSTONEEQUITY.COM

DEVELOPERS

RICHARD ROBERTS
212-225-8291
RICHARD.ROBERTS@ 
REDSTONEEQUITY.COM

ROB VEST
704-200-9505
ROB.VEST@ 
REDSTONEEQUITY.COM

 

BOSTON • CHARLOTTE • CHICAGO • CLEVELAND • LOS ANGELES • NEW YORK 

CORNERSTONE APARTMENTS     CHICAGO, IL      PHOTOS: DARRIS LEE HARRIS 2016



www.housingonline.com  Tax Credit Advisor  |  May 2016 23

Madison Heights, continued from page 21

meet these high standards. That effectively makes green 
building a requirement.

Madison Heights wins the race for funding
 Winning tax credits is very difficult in Arizona, where 
affordable housing developers regularly apply for three 
times as many LIHTCs as the Arizona Department of 
Housing has to reserve. 
 To make things more difficult, an affordable housing 
project can only ask for so many LIHTCs per application in 
Arizona. Gorman had to split the redevelopment of Mad-
ison Heights into two phases, with separate applications 
for two separate reservations. The developer applied for 
both phases at the same time, and both phases will be 
managed as one property.
 However, because of the RAD program deadline, Gor-
man needed its financing for Madison Heights to come 
together, including both reservations of LIHTCs, in the 
same year. Otherwise, Madison Heights would probably 
have to give up its commitment of RAD funding and let 
HUD give the funding to another project.
 One of the phases at Madison Heights includes 30 
units of supportive housing, which provides services to 
people at risk of homelessness. This phase applied for 
tax credits under a special LIHTC set-aside for support-
ive housing communities – however, another supportive 
housing project scored higher in the competition. That 
left both phases to compete in the general competition – 
winning LIHTC reservations in early 2015.
 “We got really lucky,” says Swanton.
 Affordable Housing Partners, a subsidiary of Berkshire 
Hathaway, bought the LIHTCs for Madison Heights, pay-
ing in the high 90-cent-range per dollar of tax credit.
Prices for LIHTCs have risen significantly higher from that 
level. “The same investor bid on more recent projects 
and they just couldn’t meet the market pricing,” says 
Swanton. “We are slowly chasing away the economic 
investors.”

Making the case to HUD
 But the developers still had to convince HUD that 
their plan did not violate Fair Housing Law. The planned 
redevelopment would increase the density of the public 
housing community, adding new apartments for low-in-

come residents to a Census tract where the poverty rate 
is already high.
 “HUD’s goal right now is to de-concentrate poverty,” 
says Swanton. 
 The developers argued the Madison Heights site is a 
natural location for a new, more densely developed com-
munity. Residents will have access to services, amenities 
and transportation options.
 “It really is a market-rate quality site,” says Swanton. 
The largest of the three public housing sites, it is conve-
niently located on a major road with good bus service 
and easy access to Interstate 10. The site is also next door 
to the Agua Fresca High School and walking distance to a 
large grocery store. The other two sites were much more 
isolated.
 After four stressful months, HUD officials agreed to let 
the plan go forward.
 Madison Heights closed its financing for both of its 
phases September 2015, for a total of $40.4 million. 
That includes $25.8 million in LIHTC equity, $1.9 million 
in permanent financing, $1 million in gap financing from 
the Arizona Department of Housing and $520,000 in 
HOME funds.
 Construction started in October. Madison Heights 
also includes a 5,000 square foot community center with 
a computer room and a fitness center. At the old Madison 
Heights, the operating subsidies supplied by HUD were 
not enough to pay to bring services to the property.
 “It will be nice to be known as one the nicest multifamily 
communities in the community,” Swanton predicted.
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Sources of Funding
PHASE I
LIHTC Equity ....................................................$14.2 million
First Mortgage .................................................$1.4 million
ADOH Gap Financing .....................................$715,527
HOME Funds ...................................................$320,000
Total ..........................................................$16.7 million 

PROJECT COSTS
LIHTC Equity ....................................................$11.6 million 
First Mortgage .................................................$1.5 million
ADOH Gap Financing .....................................$391,022
HOME Funds ...................................................$200,000
Total ..........................................................$13.7 million

RAD is the Rage!
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Arnold Gardens, continued on page 26

Teaming on Arnold Gardens  
NH&RA meetings lead to preservation partnership

“Awhole lot of moving parts,” is the way Holly 
Bray of Love Funding in Washington, D.C., 
depicts the three-year process of rehabilitating 

Arnold Gardens, a three-building affordable housing proj-
ect in suburban Suitland, Maryland.
 Fortunately, as it turned out, many of those “mov-
ing parts” had met and formed relationships through 
NH&RA. Bray coordinated the deal and processed the 
loan through FHA.
 She describes the three-acre facility, built in 1971, as a 
very basic, plain, flat-roofed three-story walkup; “an under-
performing, troubled property.” Fifty-five of the 68 units 
have been under a Section 8 contract. HUD’s Real Estate 
Assessment Center (REAC) inspection scores were consis-
tently below both the Maryland and national averages.
 Now, under the leadership of new owner Gragg Car-
dona Partners of nearby Silver Spring, Maryland, Arnold 
Gardens is being transformed into a modern, secure and 
community-oriented development with tenant needs and 
comfort paramount.
 But it hasn’t been easy. The project demonstrates the 
passion, commitment and ongoing teamwork it takes to 
make a positive impact in the affordable housing sphere.
 “Everything was up in the air until the last moment,” 
says Bray. “We originally started with the HUD 223(f) 
LIHTC Pilot Loan Program. But with that, you can’t spend 
more than $40,000 per unit, and once the borrower 
started looking at the project, they realized it was going 
to cost more like $60,000. So we had to change into a 
regular 221(d)(4) loan.”
 “We want to make sure above all that we’re providing 
decent housing,” states Gragg Cardona partner Juan 
Cardona, a graduate of the Catholic University School 
of Architecture. “The building has to function well. What 
conditions are the systems in? Once we understand what 
the systems require, then we figure out what most impacts 
residents. Then we back into what the financing structure 
will allow. We look at both sides of the ledger and see 
what we can afford to do.”
 The company states its mission: “To develop high quality 
urban residential and mixed-use projects that link public 
policy objectives and stakeholder input to revitalize neigh-
borhoods and communities.” In 2014, outgoing D.C. Mayor 

Vincent Gray selected Gragg Cardona over other compet-
itors as members of the master developer team of the first 
phase of the massive St. Elizabeth’s Hospital redevelop-
ment, centered around the Congress Heights Metro station.
 For several years, the company had been looking at 
multifamily properties in Baltimore. They found a 45-unit 
building that happened to be owned by someone one 
of the partners knew. They put in an offer, but when they 
ran through their due diligence, found that it didn’t meet 
their metrics. Less than a year later, however, they recon-
nected with the owner, who mentioned he had a property 
in Suitland. “Literally a week later,” Cardona recalls, “we 
had it under contract.”
 His company didn’t have much experience with tax 
credit deals, so Bray put him together with Gerry Joseph 
of Joseph Development, Inc. in Washington. Joseph has 
more than 30 years in the affordable housing and com-
munity development industry and consulted with Cardo-
na and his partners on the tax credit and bond specifics.
 Bray and Gragg Cardona went to the Prince George’s 
County Council, which was “sympathetic” to the project 
goals and approved a $975,000 HOME loan, as well as real 
estate tax abatement for 39 years. “We explained that the 
new owners see this as a long-term mission,” says Bray.
 They then went to HUD and asked to transfer the Sec-
tion 8 contract, with a mark-to-market provision, and then 
issue a new contract for 20 years. “When we switched 
to (d)(4), area rents had gone up, which supported more 
loan dollars.”
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By Mark Olshaker

Arnold Garden, Suitland, Maryland
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Arnold Gardens, continued from page 24

 But the road remained rocky. “One of the hiccups we 
had was that HUD’s Northeast Region was in transforma-
tion,” she recalls. That translated into mortgage credit 
out of Boston, underwriting out of Hartford, architectural 
and engineering review out of Baltimore, the applica-
tion submitted to New York, and “a lot of back and forth 
inside Maryland. There were months of figuring out who 
was the appropriate party for each step of the deal. For-
tunately, we had a very patient seller.”
 The NH&RA connection proved valuable through-
out the two-year effort to pull the financing together. 
Bray and John Rucker, the bond underwriter from Stifel, 
Nicolaus & Company in Birmingham, Alabama, had met 
on one of the association’s information trips to Cuba. 
Another member, attorney Kent Neumann, of D.C.’s Eich-
ner Norris & Neumann, is a municipal bond expert who 
represented Stifel. Bray knew partners at Nixon Peabody 
in Boston, the equity counsel, from NH&RA conferences, 
which is also where she met Corrine Sheridan from Bos-
ton Capital, which bought the tax credits. These meetings 
gave her “a high level of confidence” that she was able to 
pass on to the leaders of Gragg Cardona.
 The project’s standard distribution list of key play-
ers’ addresses, phone numbers and emails, shared with 
NH&RA, enumerates 15 separate entities and contains 
42 individual names, each of whom participated at some 
point in the purchase and/or development.
 “People said we couldn’t do this deal, that it was too 
small a project for such a complex transaction,” says Bray. 
“But since so many of us were members of NH&RA and knew 
each other, there was a trust and comfort level that certainly 
helped keep us going over the long haul. None of us were 
afraid of a hard and complex deal. As each challenge came 
up, we’d just say, ‘How are we going to fix this one?’”
 When work is complete less than a year from now, 
Arnold Gardens will have had substantial interior and 
exterior modernization, including all new kitchens and 
bathrooms and ceilings and floors where needed; and up-
dated roof; energy efficiency and conservation upgrades 
with individual metering; improved resident access and 
security, including a new fire alarm and smoke detector 
system, enhanced exterior lighting, video monitoring, a 
personal access card system and full ADA compliance; 
free Wi-Fi, a computer lab and youth education support; 

a playground and community garden; two laundry rooms; 
senior transit shuttles; a hospitality suite and new rental 
office; and a fully repaired parking lot and hardscape.
 The buildings will be 100 percent affordable, with the 
55 under the previous Section 8 contract remaining that 
way and 13 under LIHTC.
 With the exception of four units that have to be 
gut-renovated for ADA use, tenants will remain in place 
during the renovations. Gragg Cardona will pay all mov-
ing expenses for those who have to be relocated. And 
when work is completed early next year, the transforma-
tion will be profound.
 So at the end of the project, how will Holly Bray feel 
about the three-year slog to get the sale and rehabilita-
tion through to completion? “Actually,” she responds, 
“It’s something fun and challenging – with an emphasis 
on challenging. But it has the added benefit of knowing 
that when you do a deal like this – coordinating, massag-
ing, getting it to the end – you’re helping people who 
really need it. There will be about 40 kids living here, and 
those kids are going to have the advantages that other 
children have. There’s a lot of satisfaction in that.”
 Ultimately, adds Cardona, “It is a labor of love and takes 
a lot of specialized knowledge from a lot of people. No one 
at the table knows everything, so you have to rely on the 
knowledge and expertise of everyone on the team.”
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Arnold Gardens, Suitland, Maryland

SOURCES

Boston Capital 9% LIHTC ...................................... $6,032,841
Love Funding FHA 221(d)(4) Loan ........................ $8,709,000
Boston Capital 4% LIHTC Equity .......................... $3,676,664
Prince George’s County Maryland HOME Loan .... $975,000
Interim Income .......................................................... $438,374
Deferred Developer Fee .......................................... $453,253
TOTAL: ....................................................... $14,252,291

USES

Acquisition ............................................................. $6,150,000
Construction ........................................................... $3,803,380
Design........................................................................ $128,500
Interest Carry ............................................................. $400,000
Permits/Third Party Reports/Taxes/Insurance ........ $241,650
Title and Recording .................................................. $146,875
Financing/Placement/Bond Costs .......................... $813,034
Legal/Accounting ..................................................... $155,000
Developer Fee ....................................................... $1,433,748
TOTAL: ....................................................... $14,252,292

CAPITALIZED RESERVES

Relocation/Transition Costs/Reserves ..................... $132,772
Tax Credit Operating Reserve ................................. $446,995
Contingencies ........................................................... $400,338
TOTAL: ............................................................ $980,105
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Senator Cantwell Leads
LIHTC Expansion Campaign  

Calls for 50% Increase in allocation authority

On March 24, Senator Maria Cantwell of Wash-
ington launched a national effort to increase 
affordable housing tax credits by issuing a report 

entitled, “Addressing the Challenges of Affordable Hous-
ing and Homelessness: Housing Tax Credit.” The report, 
which says there are 3.9 million Americans searching for 
low income housing, calls for an increase in annual Low 
Income Housing Credit allocation authority by 50 percent 
over five years, creating and preserving an estimated total of 
400,000 additional affordable homes over the next decade.
 Cantwell is expected to issue a bill that includes numer-
ous other provisions to expand the impact of the LIHTC; 
e.g. to allow “income averaging” in Housing Credit devel-
opments, which means they could serve households up to 
80 percent of area median income so long as the average 
income in the property remains at or below 60 percent of 
the area median. This would help promote income diver-
sity, enable developments to more deeply target lower-in-
come households, provide local workforce housing and 
make Housing Credit developments more viable in rural 
and other areas where it is more difficult to target house-
holds at the income levels needed for feasibility. 
 Cantwell’s proposal, says a spokesperson, is also 
expected “to include a minimum four percent Housing 
Credit rate for the acquisition of affordable housing, while 
also establishing a minimum four percent rate for Hous-
ing Bond-generated credits. It would also allow up to a 
50 percent basis boost for properties targeting extremely 
low-income (ELI) and homeless households. Currently, state 
allocating agencies can only award up to a 30 percent basis 
boost for properties if needed for financial feasibility.”
 Cantwell, who according to a press spokesperson 
is “working closely with Pat Roberts (R-Kansas),” is the 
public face of ACTION (“A Call To Invest Our Neighbor-
hoods”), which describes itself as a “broad cross-section 
of Housing Credit stakeholder organizations” ranging 
from public housing authorities to profit-making develop-
ers. She and Roberts, along with ACTION, worked closely 
together in 2015 on legislation that included in the tax 
extenders bill provisions making permanent the minimum 

nine percent Housing Credit rate. This success was due 
in large part to the strong bipartisan support, with 86 
co-sponsors in the House and 29 in the Senate.
 More than 1,300 organizations and businesses have 
joined ACTION in urging Congress to expand the LIHTC. 
Their report and companion material document that 
virtually every congressional district in every section of 
the country is home to significant numbers of families 
and communities that continue to benefit from LIHTCs—
including jobs and economic activity that extend far 
beyond the realm of “affordable housing.” According to 
the National Council of State Housing Agencies, in 2013 
(the most recent year for which data are available) devel-
opers requested more than $2.4 billion in such credits—
more than three times the available authority. Demand 
has been growing, with developers requesting nearly a 
half-billion dollars more in credit allocations in 2013 than 
in 2012. 
 Developers are eager to build, but can’t get the nec-
essary tax credits.
 “The coalition supporting this bill is huge,” says 
Washington DC-based Emily Cadik, Director, Public 
Policy Enterprise Community Partners, Inc., a leader of 
the ACTION effort. “We expect other elected officials 
and public figures will join as people across the country 
recognize the importance of this campaign to expand 
the Housing Credit, which builds on the momentum 
of our success last year with making the minimum nine 
percent rate permanent. The power of having the afford-
able housing industry unified was certainly evident in our 
recent success in the last Congress with the minimum 
nine percent rate, when the Housing Credit was one of 
only three corporate tax expenditures preserved in House 
Ways and Means Committee Chairman Dave Camp’s 
[R-MI] draft tax reform legislation. We are more successful 
speaking together with one voice to educate Congress 
about why the Housing Credit is a proven tool to help 
meet this need. Our large and growing list of supporters 
shows members of Congress that there is support and 
need for the Housing Credit in every state.” 

C=0, M=35, Y=85, K=0

Font Family:
Cambria — Regular, Bold, Bold Italic

N A T I O

N
A

L
 H

O
U

S
IN

G

 & REHABILITA
T

IO
N

 A
S

S
O

C
I A T I O N

By Joel L. Swerdlow



www.housingonline.com  Tax Credit Advisor  |  May 2016 29

 . . . 
Celebrating 45 Years of Experience – And More 

Investor Contact, Christine Cormier,  ccormier@wncinc.com
Developer Contact, Darrick Metz,  dmetz@wncinc.com
New Markets Contact, David Shafer,  dshafer@wncinc.com

17782 Sky Park Circle, Irvine, California 92614 | 714.662.5565 wncinc.com

45 Years Experience in Affordable Housing • Same Ownership Since 1971 • 221 Funds • $7.4 Billion Portfolio
Over 1,250 Properties in 45 States and the Virgin Islands • 91 Institutional Investors • 28 Fortune 500 Companies

WNC will be celebrating our 45th birthday this month, 
but our underwriters and originators have the combined 
experience of hundreds of years behind them.
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repeat transaction.

Contact WNC today and partner with experience.
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Strange Bedfellows  
Protecting the GP from new investors

Imagine that you woke up one morning, expecting to 
see the person whom you married 14 years ago lying 
in bed beside you and instead you found a brand new 

spouse. In a figurative sense, this is what has happened 
to some tax credit developers. They went to bed as the 
general partner in a tax credit partnership, comfortably 
associated with an investor limited partner they had 
known and done business with for years, and woke up 
attached to a new investor. All of the sudden, all of the 
implicit understandings, the myriad of “give-and-take” 
exchanges that guided how the GP has operated the 
project, and more importantly, what the GP can do going 
forward, have lost their meaning.
 Most tax credit investment documents require de-
velopers to get consent from their investor partners for 
just about every substantive action they may wish take.  
In most instances, the requirement of investor consent 
makes perfect sense. The investor protects its substantial 
economic investment by staying apprised of actions that 
affect the partnership and exercising control over actions 
that may affect the investor’s interest. There is one case in 
which it makes just as much sense for a developer to have 
a reasonable consent right:  the assignment of partner-
ship interests.  
 Most partnership agreements contain some variation 
on the following provision:  “The General Partners/Man-
aging Member shall have no right…to sell, assign, trans-
fer or encumber its Interest without the consent of the 
Investor.” Consent is often defined, usually required to be 
in writing and often coupled with words empowering the 
investor to grant or withhold consent “at its sole/absolute 
discretion.”  In other words, a General Partner can only 
transfer its interest if the investor agrees to it. 
 In contrast, transfers by the investor are usually per-
mitted as of right, with language like, “Each Investor shall 
have the right to assign its Interest…without the consent 
of the General Partner/Managing Member.” Armed with 
that language, an investor can sell its interest to an entity 
that is not affiliated with the existing partnership and 
require the general partner to accept the transferee as the 
new investor partner.
 This will rarely be an even trade. All developers are 

not equal and neither are investors. To developers’ great 
consternation, the differences among investors as to how 
they approach “Year 15” and exits is an ever-widening 
chasm. Some investors place a premium on continuing 
relationships; others emphasize short-term economic return, 
in part because there is no historic relationship between 
developer and investor. And, what if the new investor is 
an entity with which the General Partner/Managing Mem-
ber has an unpleasant (or even litigious) history?  
 Investors insist on a consent right by telling the gen-
eral partner “we made the deal with you.” But devel-
opers similarly made the investment deal with a specific 
“them.” Most developers negotiate the level of control 
they are willing to cede to the investor based on their 
specific relationship with that investor. Absent a prior 
relationship, a developer is unlikely to agree to the same 
terms with an investor that it would if it has done multiple 
deals with the same investor. Familiarity breeds trust in 
the tax credit marketkplace.
 Developers can mitigate the risk of waking up next to 
a new investor partner when they negotiate a partnership 
agreement. An appropriate balance between the consent 
rights of investors and developers can be reached by a 
combination of the following:

1. Investors should have the ability to freely assign their 
 interests to affiliates.

2. Assignments by investors to non-affiliates should be 
subject to the consent of the General Partner/
Managing Member not to be unreasonably withheld.

3. If an Investor wishes to sell its interest to exit the 
 partnership and/or make money, the General Partner/
 Managing Member should have a right of first refusal 
 to buy what the investor is selling on the same terms 
 as a third-party offeree.

4. No transferee from the investor should have a right to 
 force amendments to the partnership/operating 
 agreement.
    
  Carefully drafting provisions regarding assignments 
protects against the developer waking up in the morning 
to be told “hello, I am your new spouse and…”
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Advocating for Historic Tax Credits  
Coalition remains vigilant 

The Historic Tax Credit industry has never been 
better organized than it is today—and that’s a good 
thing since there has never been a greater need 

for that organization than over the past few years.  Even 
with the threat of comprehensive tax reform in the U.S. 
Congress and the disruptive results of the Historic Board-
walk case, the industry is making strides in protecting the 
program as well as enhancing its efficiency and encourag-
ing wider use.

Historic Tax Credit Coalition and Tax Reform
 In 2009, following the first significant amendments to 
the historic tax credit since 1986, John Leith-Tetrault, Pres-
ident of the National Trust Community Investment Corpo-
ration, founded the Historic Tax Credit Coalition (HTCC). 
Made up of the most experienced companies and best 
minds in the industry, the Coalition boasts more than 60 
companies including developers, investors, syndicators, 
attorneys, accountants and historic consultants. 
 Given that so few current members of Congress were 
in office in 1986 when the historic credit was made per-
manent in the tax code, it should come as no surprise that 
the major challenge facing the Coalition is simply educa-
tion. Most members either don’t know the program exists 
or have no sense of the role it has played in the revital-
ization and stabilization of their communities. In meeting 
after meeting on Capitol Hill, some version of the refrain 
“Yeah, I know that building. I had no idea their project 
used historic credits” has been heard repeatedly. 
 In addition to Coalition’s activities, the National Trust 
for Historic Preservation has made protecting the historic 
tax credit its number one legislative priority over the past 
few years.  HTCC is working with the Trust’s legislative 
campaign to assemble sophisticated, state-of-the-art 
advocacy efforts on Capitol Hill and in state legislatures to 
educate lawmakers about the value of the historic cred-
it in their states and communities, and to advocate for 
protecting and strengthening the program. Together, they 
have created tools, targeted at key members of Congress,  
that include:

• Advocacy pieces, like Catalyst for Change—The Federal 
Historic Tax Credit: Transforming Communities as well 
as maps of states and Congressional Districts show-
ing all historic tax credit projects for the last ten years 
for use in visits to Congress members on tax-writing 
committees.

• Coordination of Washington, DC fly-ins, lobby days, 
and project visits to educate members of Congress 
and their staffs about projects in their states and dis-
tricts, as well as the catalytic effect of those projects 
on surrounding communities.  Over the past three 
years, more than 1,000 Capitol Hill visits and 50 in-dis-
trict/state site visits have occurred.

• Targeted messaging to key members of Congress, 
including local newspaper editorials and letters to the 
editor in key Congressional districts and states.  

• Presentation of the annual “Preservation’s Best” 
awards presented on Capitol Hill to highlight historic 
credit projects in key states and Congressional dis-
tricts In coordination with NH&RA’s J. Timothy Ander-
son Awards for Excellence in Historic Rehabilitation 
(“The Timmys”).

 This campaign has clearly borne fruit in terms of 
educating members of Congress and their staffs about 
the economic revitalization and job-creating value of the 
credit and there is a greater sense today than at the time 
the Coalition was founded that Congress will not inten-
tionally target the HTC.  
 The danger is that under certain tax reform scenarios 
this program will be swept out of the code with all the 
“carve-outs and loopholes” that many politicians are 
calling to eliminate. “I don’t believe that as a matter of 
public policy the historic credit is at risk,” says Patrick 
Robertson of FTI Consulting, the advocacy firm engaged 
by the Coalition to work on Capitol Hill. “The real dan-
ger is that to reach the lower corporate tax rates some 

By Bill MacRostie
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Advocating for Historic Tax Credits, continued from page 31

in Congress are targeting, the historic credit would need 
to be eliminated along with a lot of other credits and 
deductions.” John Leith-Tetrault adds, “There are a lot of 
arguments about the likelihood of tax reform ever actual-
ly happening, but I believe even the possibility of reform 
requires vigilance on the part of the industry.”

Historic Boardwalk Case
 While protecting the historic credit from tax reform ef-
forts remains the primary proactive focus of the Coalition, 
it has also played a leadership role in reacting to events 
that have unexpectedly hit the industry, including a critical 
event that rocked the historic rehabilitation world a few 
years ago.
 In the widely-reported 2012 decision of the Third U.S. 
Circuit Court of Appeals, Historic Boardwalk Hall LLC v. 
Commissioner of Internal Revenue, the court disallowed 
historic tax credit allocation to a project’s institutional 
investor. The Coalition coordinated the industry’s best 
legal experts in providing input to the IRS in what eventu-
ally resulted in Revenue Procedure 2014-12. While project 
investments in the industry were essentially frozen after 
the court’s decision, the “safe harbor” features of the 
revenue procedure allowed the investment community to 
go forward, confident that new deals structured within the 
rules of the revenue procedure would not be challenged 
by the IRS. 
 Deals are continuing now, but without the Coalition’s 
active leadership and communication with the IRS, the 
realities of the post-Boardwalk era might have been very 
different. “I was enormously proud of the Coalition’s 
attorney members in dealing with Historic Boardwalk’s 
fallout,” recounts John Leith-Tetrault.  “This was highly 
technical tax law being discussed with IRS lawyers, and 
not only did our members provide sound and sophisticat-
ed legal advice, but we were also able to impress upon 
the IRS how critical it was to get this guidance right and 
to get it out quickly so these rehab projects could contin-
ue moving forward.”

CRA Credit in the Banking Industry
 Under the Community Reinvestment Act (CRA), the 
federal government agencies that regulate the U.S. 

banking industry require that banks invest in low- and 
moderate-income communities where they do business 
in order to encourage community revitalization and job 
creation. Banks have always made up an important part of 
the historic credit investor community, and have received 
CRA “credit” for those investments. In response to recent 
outreach by the agencies relating to how CRA credit is 
allocated, the Coalition is encouraging them to place in-
creased emphasis on use of the historic tax credit to meet 
CRA goals, and thus provide a greater incentive for the 
banks to invest in historic credit deals. “We hope that this 
new CRA guidance will clarify when the historic tax credit 
qualifies for CRA. If it does, we expect to see greater 
demand for the credit among banks,” said Leith-Tetrault.  

Treatment of 50(d) Income in the Master Tenant 
Investment Structure
 The Coalition’s attention has also been drawn to an 
impending regulatory change by the IRS on the treatment 
of 50(d) income in a master tenant transaction that may 
have an impact on the historic tax credit rivaling Historic 
Boardwalk Hall. In a master tenant structure, there are 
certain additional tax benefits that accrue to the investor 

Historic Tax Credit Improvement Act of 2015

      As an advocacy vehicle for the historic credit 

program and to address what has arguably been 

the program’s greatest weakness, the Coalition has 

drafted and enlisted co-sponsors for the introduc-

tion of new legislation in the 114th Congress. The 

Historic Tax Credit Improvement Act (H.R. 3846 in 

the House, and S. 2655 in the Senate) contains a 

number of provisions, many of which are focused 

on making the credit easier to use and more valu-

able for smaller projects. It has been a reality of the 

program for some time that investment in smaller 

projects has been less efficient than for larger 

deals. HTCIA aims to address that inefficiency so 

the credit will have a greater impact on Main Street 

development.
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Relocation, continued from page 19

construction and forces residents with children to make 
school changes during the academic year, whereas school 
disruptions could be minimized through early relocation.”
 Kim Golden of the Bennett Group Consulting in 
Madison, Mississippi explains, if “a property that is going 
to demolished and rebuilt as a part of the RAD conver-
sion, owners know and understand that it needs to be 
vacated in a timely manner to ensure that demolition can 
begin soon after closing. However, initiation of negotia-
tions is not allowed to occur until conversion committee 
issuance, which is often only 30-60 days before closing. 
This does not leave enough time to assess the needs of 
residents and find somewhere for them all to relocate. We 
advise caution in utilizing public housing authority [PHA] 
policies that allow for intra-PHA housing transfers, how-
ever, it is very well documented this method can be used 
to an extent. Vouchers cannot be offered or given out 
before closing. Even after negotiations are completed, 
no action is to be taken until after closing. An owner can 
request that HUD allow for relocation activities to occur 

prior to closing, but this process in and of itself can take a 
long time to receive approval.”
 Timing can change everything, emphasizes  Denise 
Wise, because “when we issue vouchers for families to 
relocate, they often find few options, including in public 
housing. The rental market is tight.  It can take up to six 
months for them to find a home. We may therefore ask 
for a waiver to grant early relocation.”
 Wise says she  understands “HUD’s reluctance to 
grant early relocation.  What if the deal doesn’t go 
through?  Then these families would be relocated at great 
expense when it wasn’t necessary.”  She quickly adds, 
however, that “early relocation, or relocating prior to 
closing, is critical for the residents”— particularly  when 
the timing impacts “children and their schools.”   Few 
families with children in school are likely to be  eager to 
move in the middle of a school year.
  RAD’s relocation rules could be immediately improved, 
says Patrick Costigan, by some “prudent flexibility” with 
respect to timing.
 

Advocating for Historic Tax Credits, continued from page 32

that are not available through a direct investment in the 
real estate. From discussions with the IRS, the Coalition 
has learned that the IRS may want to even out the tax 
outcomes of both structures. The Coalition has submit-
ted written comments and participated in face-to-face 
meetings with the IRS to defend the industry’s accounting 
practices on master tenant transactions and provided 
input to the expected new regulations. 
 On federal historic tax credit issues, the HTCC is 
remaining vigilant and proactive in its mission to improve 
and expand the use of this important economic tool. 
Thankfully, we have a good story to tell, but in the current 
political climate with the risk of sweeping “all-or-nothing” 
reforms, industry stakeholders must continue to promote 
the merits of historic tax credits to generate jobs, con-
tribute to local economies, and revitalize urban and rural 
communities.
 To join and support the activities of the Coalition, visit 
historiccredit.com 

N A T I O

N
A

L
 H

O
U

S
IN

G

 & REHABILITA
T

IO
N

 A
S

S
O

C
I A T I O N

C=0, M=35, Y=85, K=0

Font Family:
Cambria — Regular, Bold, Bold Italic

Historic
 Tax Credit 

You can’t afford to miss
the next issue!

All the news you need to successfully develop, 
finance, manage, and invest in tax credit and affordable

housing projects. Stay up-to-date on:

• New legislation and what it means for you
• LIHTC QAPs and deadlines by state
• Latest market trends and prices
• Alerts on subsidy sources
• Project case studies and lessons learned

www.housingonline.com



www.housingonline.com  Tax Credit Advisor  |  May 2016 35

Community for Educators
Oxford Mills replicates Seawall’s proven model

Anew property in Philadelphia creates a community 
of learning.
     “We wanted to use the built environment to 

roll out the red carpet for people involved with kids and 
education,” says Thibault Manekin, co-founder of Seawall 
Development, based in Baltimore.
 Oxford Mills give educators a place where they can 
live, work and come together as a community. The mixed-
use project includes apartments targeted to teachers. It 
also includes commercial space targeted to nonprofit ed-
ucational organizations and community space – including 
a busy café and coffee shop – where educators can meet 
and share ideas.
 Less than 60 percent of students graduate from high 
school in the Philadelphia school system. Philadelphia is 
in the midst of the real estate boom in Center City, but 
many of its neighborhoods still suffer with high poverty 
rates and crime.
 Oxford Mills opened in the summer 2014 to provide 
a place where educators can meet and perhaps create 
solutions to these problems. 
 “Real estate is about making great spaces, not making 
as much money as you can as quickly as you can,” says 
Manekin.
 The fully-occupied apartments are targeted to teach-
ers, offering discounts of $200 to $400 a month in the 
rent – 23 of the 114 apartments are reserved for moder-
ate-income households, earning up to 80 percent of the 
area median income. The rest of the apartments rent for 
unrestricted, market rents. 
 “When teachers have a stable environment to live 
in, they might be better teachers,” says Elaine DiPietro, 
Vice President of New Markets Tax Credit Program for the 
Enterprise Community Investment, Inc.
 Oxford Mills also offers 38,000 square feet of office 
space targeted to educational organizations, with a 
discount to nonprofits. The 12 businesses that rent space 
in Oxford Mills include an “anchor tenant,” Teach for 
America, that occupies nearly a third of that office space. 
Other education-related businesses include a University 
of Pennsylvania “education business incubator” and the 
offices of Scholar Academies. There’s even a yoga studio.

 The property also finds room for Gryphon Coffee, a 
locally-owned café and coffee shop with 13,000 square 
feet of space. 
 A great public space provides the heart of the com-
munity. The two buildings of Oxford Mills are also sep-
arated by a historic city street that has become a public 
space. One of the challenges of the development was to 
turn the long-neglected city street into private property.
 The café and the public spaces create areas where 
education workers at Oxford Mills and the educators who 
live at the property can cross paths and share ideas.
 “It has become a meeting place, a gathering place,” 
says DiPietro.
 Manekin and his father, Donald Manekin, founded 
Seawall in 2007 to develop real estate projects that made 
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Community for Educators, continued on page 36

By Bendix Anderson

Oxford Mills, Philadelphia, PA
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Sources of Funds
PHASE I
Permanent financing .......................................$17.7 million
New Markets Tax Credit equity ......................$9.1 million 
Historic Rehabilitation Tax Credit Equity .......$6 million
Deferred developer fee ..................................$5.1 million
Total Sources ............................................$38.5 million

Community for Educators, continued from page 35

a real difference for the communities around them. Sea-
wall’s first two projects, Miller’s Court and Union Mill, were 
smaller versions of Oxford Mills. Seawall developed both 
of these properties in its hometown of Baltimore. Both 
mixed apartments targeted to teachers with commercial 
space targeted to educational organizations.
 “We were invited to replicate the model in cities 
across the country,” says Manekin. “In Philadelphia, we 
found a great local partner.”
 Seawall partnered with D3 Real Estate Development, 
based in Philadelphia, to create Oxford Mills, which is also 
sustainably developed to meet the tough environmental 
standards set by the Enterprise Green Communities Criteria.
 Oxford Mills is the largest project so far for Seawall. 
With 200,000 square feet, it’s about twice as large as 
Seawall’s other two education projects, which range from 
85,000 to 100,000 square feet apiece.

A large financing for a big project
 To create such a large project, the developers gath-
ered funding that would be difficult to repeat because of 
changes to essential programs, like the New Markets Tax 
Credit program.
 It cost a total of $38.5 million to develop Oxford Mills. 
Seawall and D3 paid for the development with help from 
$9.1 million in equity from the sale of New Markets Tax 
Credits (NMTCs). 
 To generate those NMTCs, the developers had to 
gather $34 million in NMTC allocation from three differ-
ent community development entities (CDEs). Enterprise 
Community Investment provided $10 million in NMTC 
allocation; Philadelphia Industrial Development Corpora-
tion provided $15 million and the National Trust Commu-
nity Investment Corporation provided $9 million. 
 “We had three great CDE partners,” says Manekin.
 The CDEs’ large contributions of NMTC authority 
are increasingly unusual, as more CDEs compete to win 
smaller and smaller allocations of NMTC authority from 
the U.S. Treasury’s Community Development Financial 
Institution Fund.
 “Most CDEs don’t provide that much allocation any 
more,” says DiPietro.
 Oxford Mills also received a $17.7 million, seven-year 
mortgage from TD Bank. Another $6 million came from 

the sale of Federal Historic Rehabilitation Tax Credits. 
The last piece of the financing came from a $5.1 million 
deferred development fee.
 That combination gave developers ability to use $34 
million in qualified equity investments in Oxford Mills to 
generate NMTC, which provided the equity capital neces-
sary to complete the renovation of the old mill. 
 TD Bank bought both sets of tax credits, paying about 
one dollar per dollar of historic tax credit. TD Bank paid in 
the high 70-cent-range per dollar for its NMTCs. Since the 
financing closed in October 2012, NMTCs now often sell 
for prices in the high 80-cent range per dollar of NMTC. 
 “The pricing for NMTCs has gone up as the demand 
has gone up,” says DiPietro.
 Oxford Mills is one of the last developments that used 
equity from historic tax credits to generate NMTCs. Soon 
after the financing closed in 2012, the Internal Revenue 
Service issued guidance (Revenue Procedure 2014-2) 
in response to the Historical Boardwalk court case. The 
guidance provided “safe harbors” for investors and de-
velopers to follow that would insure that IRS considered 
all the partners in a NMTC deal as full partners.
 If Oxford Mills had access to less NMTC authority, or 
had not been able to use its historic tax credit equity to 
generate NMTC, the property would have had to face a 
hole in its budget of several million dollars.
 Oxford Mills is in Philadelphia’s South Kensington 
neighborhood, about three miles northwest of Center City. 
The neighborhood around the property has struggled for 
decades. Oxford Mills is located in a severely distressed 
census tract with an unemployment rate more than three 
times the national average. The property is a few blocks 
from the elevated train line and several bus lines.
 The neighborhood around Oxford Mills has changed 
around the finished project. “Hundreds of new units have 
been built and there are new restaurants,” say Manekin.
 The neighborhood is also becoming safer. “Now it’s a 
safer place to park – four years ago there was parking, but 
you might not want to have left your car,” say DiPietro.
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The Benefits of Community Solar  
Saving by Sharing   

States across the country are increasing access to re-
newable energy sources through support for commu-
nity solar projects, which create a unique opportunity 

for developers to reduce their utility costs while bypassing 
some of the challenges of installing a solar system as part 
of the property. The projects allow multiple customers to 
get a portion of the output from a central solar energy 
project. Each subscriber receives a credit for their share 
of the project’s output, which offsets their electric utility 
bills. This is typically achieved through virtual 
net metering, which allows utility customers to 
receive credit for energy generated off-site.
 In early March, Oregon became the latest 
state to pass legislation allowing utilities and 
third parties to own or operate a community- 
based renewable energy project. It joined the 
ranks of 13 other states and the District of Co-
lumbia, which have enacted similar permanent 
or pilot programs.
 “A lot of states have a specific carve-out 
for low-income families and include a state 
mandate for utilities to make them a priority,” 
explained Katie Leesman, an associate in Bal-
lard Spahr’s Energy and Project Finance Group. 
However, Leesman cautions that every state’s 
approach to community solar programs is 
different and can vary in terms of the minimum 
number of subscribers for a project.
 There was an influx of states passing legislation to 
support community solar programs in 2015, when the solar 
Investment Tax Credit was in danger of expiring. Fortu-
nately, in December 2015, Congress enacted legislation to 
extend the ITC as a 30% credit through the end of 2019. 
The increased credit amount will then phase out over time 
until 2021, when it levels out at 10%. Leesman said that 
community solar project owners, who own a direct portion 
of the project, are entitled to receive the credit, but sub-
scribers, who lease a portion of the project, are not. Most 
states require all of the owners and subscribers for a given 
project to be within the same electric company’s service 
territory.

Building Owner Benefits
 As a part-owner or subscriber of the community solar 
project, multifamily affordable housing owners share or 
eliminate the upfront cost of building the solar infrastructure. 
Additionally, while a traditional solar model would require 
building owners to install solar panels onsite, community solar 
projects can be sited off-property. This way, buildings that are 
not set up for rooftop solar panels can still reap the benefits.
 Affordable housing owners whose properties are mas-

ter-metered have a clear incentive for pursu-
ing lower cost alternatives for energy. Their 
operating costs go down in tandem with their 
utility costs, which increases a property’s cash 
flow. As an owner or subscriber, the owner 
of a master-metered property would directly 
benefit from receiving a credit on their utility 
bill through a community solar project. 
 Traditionally, the same benefits did not 
exist for tax credit properties where utilities 
were sub-metered – the property owner 
billed individual tenants for their usage – and 
tenant-metered – the utility company bills 
tenants directly. A split incentive existed, 
meaning an owner would need to expend 
the resources necessary to reduce utility 
costs, while the tenants would be the ones 
to experience those savings. Unlike market 
rate property owners, tax credit property 

owners cannot raise the rents to offset costs associated 
with efficiency improvements. Therefore, their only hope 
in recouping these costs is by lowering the tenants’ utility 
allowances, which will not affect the maximum gross grant 
or total tenant payment for that unit.

IRS Loosens Rules
 The IRS began allowing Low-Income Housing Tax 
Credit owners to use an energy consumption model for 
tenant-metered properties. In 2012, it temporarily extend-
ed the same policy to sub-metered properties and this 
year, it made that change permanent. This means that the 
utility allowances can be adjusted to match actual tenant 
usage, rather than an estimate.

By Lauren Anderson

N A T I O

N
A

L
 H

O
U

S
IN

G
 & REHABILITA

T
IO

N
 A

S
S

O
C

I A T I O N

Energy
Ef�iciency

States with 
Shared Renewables 

Policies in Place

California
Colorado

Connecticut
Delaware

District of Columbia
Hawaii
Maine

Maryland
Massachusetts

Minnesota
New Hampshire

New York
Oregon
Vermont

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

NCHMA Spring Meeting Draws Large Audience to 
Discuss FHA Updates, Fair Housing, RAD, and More
 The Spring Meeting of the National Council of Housing 
Market Analysts grew significantly this year, gathering more than 
100 market analysts, appraisers, lenders, investors, developers, 
and other housing professionals in Baltimore on April 19-20. 
Conference participants discussed the latest updates from FHA, 
including a new MAP Guide and MIPs, Fannie Mae and Freddie 
Mac executions and underwriting, priorities of Delaware, DC, 
Maryland, Pennsylvania, and Virginia’s state allocating agencies, 
recent fair housing developments, and redevelopment, revital-
ization, and RAD efforts in Baltimore. The Honorable Kenneth 
C. Holt, Secretary of the Maryland Department of Housing and 
Community Development, provided the keynote address for the 
event. The conference, also, featured a site tour of Baltimore 

redevelopment efforts, where conference participants got out 
into the city to see many of the projects discussed during the 
event’s panel sessions. The National Council of Housing Market 
Analysts will convene next in Detroit on October 17-18. More 
information is available at www.housingonline.com/events. 

Early Registration Rate for Asset Management 
Symposium Ends May 9
 Following the formal launch of the NH&RA Asset Manage-
ment Council, NH&RA will host the first-ever two-day Asset 
Management Symposium on June 6-7 in Arlington, VA. The 
event will feature discussions on strategies to maximize value 
by boosting net operating income, building an asset man-
agement department, preparing properties for refinancing, 
recapitalization, or sale, managing a management company, 
and more. Conference participants that register before May 10 
will receive a discount on the regular registration price. More 
information is available at www.housingonline.com/events. 
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Preservation Massachusetts Honors Women in Preservation
 Two NH&RA Vision Award recipients and several NH&RA 
members will be honored at Preservation Massachusetts’ 
Annual Awards Dinner next month. The dinner will recognize 
women in preservation with the newly renamed Paul & Niki 
Tsongas Award. The ceremony will take place on Wednesday, 
May 4 at The Fairmont Copley Plaza. The awards dinner chair 
is John W. Gahan III, Partner at Murtha Cullina.
 The following NH&RA members will receive awards:

• Marla Curtis, The Architectural Team
• Kathryn Galbraith Day, Klein Hornig, LLP
• Maria De Las Mercedes Farrando, Beacon Communities
• Elizabeth Fish, WinnCompanies
• Abby Goldenfarb, Trinity Financial
• Pamela Goodman, Beacon Communities
• LeAnn Hanfield, WinnCompanies
• Rebecca Harris, National Trust for Historic Preservation
• Sarah Laubinger, Boston Financial Investment Management, LP
• Alicia Leuba, National Trust for Historic Preservation
• Deirdre Robinson, Murtha Cullina LLP
• Mary Thompson, Bank of America Merrill Lynch

Hunt Mortgage Group Hires Stephen Wessler in its 
Affordable Housing Group
 Stephen Wessler is the new 
director of Hunt Mortgage Group’s 
Affordable Housing Group.  He will be based in the Denver 
office and will report to Paul Weissman, Senior Managing 
Director. Wessler comes to Hunt Mortgage Group from Red 
Stone Agency Lending, LLC where he was President and 
National Director focused on HUD/FHA and tax exempt 
affordable housing.  While at Red Stone, he was part of the 
loan committee that established lending and underwriting 
practices for the business. Prior to that he served as Vice Pres-
ident and co-manager of the Denver Regional Office at PNC 
Multifamily Capital, Inc. He also served in a variety of lending 
capacities at AMI Capital and Silverstate Financial Corpora-
tion. Wessler earned a B.S. in Business Administration from 
the University of Denver.

Loan for Senior Center Caps Formative First Year for 
New FHA Bridge Loan Platform
 Love Funding closed a $15M 
FHA bridge loan for the construc-
tion and mini-perm financing of 
Agua Fria Senior Living, a proposed 
senior care facility in Peoria, Arizona. Using the FHA bridge 
loan enabled the development team, Agua Fria Senior Living 
LLC, to break ground quickly, and pave the way for them to 
obtain a permanent non-recourse loan at a low, fixed long-
term rate after construction is completed and the project is 
stabilized. The loan was originated by Love Funding Senior 

Director Robyn Cunningham and Director Adrian Hartman, 
with funding provided by Midland States Bank, the parent 
company of Love Funding.
 Love Funding introduced the bridge loan platform in 
May 2015 as a means for providing interim funding support 
for acquisition and refinancing applications on U.S. De-
partment of Housing and Urban Development multifamily 
and healthcare loans. The platform was later expanded to 
include tax credit equity bridge loans, and conventional 
financing for multifamily and healthcare new construction. 
The closing of the Agua Fria bridge loan caps a formative 
first year for the program, with nearly $60M in bridge loans 
already financed and more than $220M in loans in the pipe-
line. As anticipated, borrowers have tapped the program 
for a wide variety of reasons. For instance, a recent $2.15M 
bridge loan secured by Cunningham and Hartman was used 
to refinance debt that was about to expire for Bella Vista 
Apartments, a 40-unit market-rate apartment community 
in Nevada, Iowa. Another $1.2M bridge loan, originated by 
Love Funding Regional Director Bruce Gerhart, was used 
by the owners of Montclare Senior Living Facility in Chicago 
to bridge the Low-Income Housing Tax Credits and comply 
with the HUD required equity pay-in schedule.

Raymond James Tax Credit Funds Hires Associate 
Director of Acquisitions
 Raymond James 
Tax Credit Funds 
hired Noel Hen-
derson-James as Associate Director of Acquisitions for the 
Northeast region. Based in New York City, Henderson-James 
will focus on property acquisitions, managing existing 
business and cultivating relationships with developers and 
investors. Henderson-James has 16 years of experience in 
the Low-Income Housing Tax Credit business, most recently 
as vice president at a national tax credit syndicator where 
he focused on upfront structuring of complex transactions, 
including reviewing tax-related issues, and negotiating the 
business terms contained in the lower tier partnership agree-
ment with all developer clients.

New Funds Focus on Equity for Properties at End of 
Compliance Period
 WNC launched a new Preservation 
Equity Funds product line, which will exclu-
sively focus on raising equity for investment in 
existing affordable housing properties that are at or near 
the end of their tax credit compliance period and are owned 
by limited and/or general partners seeking to exit their 
investment.
 David Tarquin has joined WNC as Director of Portfolio 
Management for the Preservation Equity Funds product line. 
Tarquin will be a key member of the team that launches this 
new WNC initiative and will oversee the new portfolio.

Member News

MULTIPLE SOLUTIONS FOR
AFFORDABLE HOUSING DEBT NEEDS.

HUNT MORTGAGE GROUP’s Affordable Multifamily division is an industry leader in financing affordable multifamily housing. We 
offer a broad range of real estate financing solutions to affordable multifamily developers and owners of all types – we use our 
Fannie Mae DUSTM license, Freddie Mac TAH license, FHA MAP designation and proprietary lending to provide for all forms of 
affordable housing debt needs.

Established in 1993, Hunt Mortgage Group’s Affordable Lending division is an experienced team with a proven track record of 
navigating through all economic conditions. We have recently expanded our team, attracting additional expertise and creative 
talent, further demonstrating our commitment to growing our affordable lending platform.

huntmortgagegroup.com

Dallas Philip Melton, Division Head  |  972.868.5736  |  philip.melton@huntcompanies.com
Atlanta Cindy Hannon |  212.588.2149  |  cynthia.hannon@huntcompanies.com 
Birmingham John Killough |  205.578.5562  |  jon.killough@huntcompanies.com 
Boston Hayley Suminski |  857.305.4109  |  hayley.suminski@huntcompanies.com
Cleveland Daniel A. Eibler |  216.407.3213  |  daniel.eibler@huntcompanies.com
Irvine Peter Clasquin |  949.221.6681  |  peter.clasquin@huntcompanies.com 
Los Angeles Yogesh Joshi |  949.263.6468  |  yogesh.joshi@huntcompanies.com
Miami Marc Suarez |  212.521.6396  |  marc.suarez@huntcompanies.com
New York Jim Gillespie |  212.317.5773  |  jim.gillespie@huntcompanies.com
San Rafael  Richard Olrich |  415.482.3410  |  richard.olrich@huntcompanies.com
Seattle Jeffrey Ballaine |  206.652.3294  |  jeffrey.ballaine@huntcompanies.com
Wash DC Bryan C. Cullen |  703.663.5868  |  bryan.cullen@huntcompanies.com

To learn more about financing from Hunt Mortgage Group contact:

CERTAINTY OF EXECUTION. 
CLARITY OF THOUGHT.

$81,500,000 
Refinance – 4 property 
Section 8 portfolio
FHA 223f refinance
New York, NY

$17,204,000 
New Construction
FHA 221d4 with short term bonds
San Antonio, TX

$174,875,000
Refinance (Bond Redemption)
Fannie Mae Credit Facility
California 
(5 property portfolio)

$20,400,000 
Mod Rehab with short term bonds
Fannie Mae Affordable
Wisconsin
(10 property portfolio)

$3,600,000 
LIHTC PILOT Refinance
FHA 223f
Bristol, TN

$11,950,000
Acquisition Financing (Preservation)
Freddie Mac Affordable
Middle Island, NY

$12,000,000 
Substantial Rehabilitation 
with short term bonds
FHA 221d4
Lake Charles, LA

$9,010,600
Refinance
FHA 223a7
Charlotte, NC

$22,414,000 
Workforce Housing
Fannie Mae Affordable
Sacramento, CA
(3 property portfolio)



www.housingonline.com  Tax Credit Advisor  |  May 2016 41

Tax Credit Advisor

More state qualified allocation plan updates, deadlines, 
and documents at www.housingonline.com/resources/
facts-figures/qualified-allocation-plans/

Maryland Offers Energy Conservation 
Retrofit Financing
 The Maryland Department of Housing and Commu-
nity Development announced the availability of $3.7M 
in grant funds for energy conservation retrofit work in 
eligible properties in the Baltimore Gas & Electric utili-
ty service territory. DHCD will grant funds to successful 
applicants for the cost and installation of energy conser-
vation measures. Priority will be given to master-metered 
utilities and properties within DHCD’s portfolio. Funding 
is available until the earlier part of June 30, 2017, pending 
state approval, or until funds have been fully committed. 
For more information, contact Thomas Walz at thomas.
walz@maryland.gov or call 301-429-7737.

Michigan Announces Gap Financing Program NOFA
 The Michigan State Housing Development Author-
ity announced the sixth round for the Gap Financing 
Program NOFA.  The Gap Financing Program NOFA is 
designed to improve MSHDA’s direct-lending production 
by making available approximately $18M in gap funding.  
This funding is being made available exclusively for MSH-
DA’s Tax Exempt – 4% Low-Income Housing Tax Credit 
direct lending transactions. For the first time, the Updat-
ed Gap Financing Program includes a CHDO Set-Aside.
The first phase of the application is due by the August 
1, 2016 funding round deadline. Any questions about 
this notice and update may be directed to: John Hundt, 
Housing Development Manager, Rental Development 
Division, Michigan State Housing Development Authority, 
735 East Michigan Avenue, PO Box 30044, Lansing, 
Michigan 48909, hundtj1@michigan.gov, 517-241-7207. 
www.michigan.gov/mshda

Ohio Suspends the Use of the Utility Allowance 
Consumption Model 
 The Ohio Housing Finance Agency announced 
that effective July 1, 2016, new requests for a consump-
tion-based utility allowance will not be accepted. Those 
seeking the OHFA approved consumption-based utility 
allowance will need to utilize another method as outlined 
in the state’s Utility Allowance Policy.

 The decision was made following an audit of the 
Office of Program Compliance by OHFA’s Internal Audit 
Office (IA) regarding its current utility allowance policy. IA 
recommended exploring and potentially implementing 
a consumption-based Utility Allowance Model. Several 
Housing Finance Agencies are using models to calculate 
consumption-based requests. OHFA noted that the audit 
did not find evidence of noncompliance (e.g. going over 
the HTC maximum rent with an approved consumption 
allowance).
 The OHFA Office of Program Compliance decided 
to temporarily suspend the use of a consumption-based 
utility allowance in order to explore the policy and ensure 
it continues to meet the spirit of the IRS and of Section 
1.42-10. Exploring the use of a model or complimentary 
approaches presents an opportunity to ensure our 
processes are inherently efficient and effective for the 
industry.
 Owners who have requested a consumption based 
allowance prior to July 1 are exempt from this suspension. 
This includes any applications for funding submitted to 
OHFA that have requested and meet all eligibility require-
ments and conditions to request consumption-based 
utility allowance. Approved consumption-based utility 
allowances will not be rescinded. PC recognizes this sus-
pension could potentially impact the ability of owners to 
collect higher net rents. Therefore, further guidance will 
be issued soon. Questions regarding this matter should 
be directed to Betsy Krieger, bkrieger@ohiohome.org. 

Oregon Finalizes 2016 QAP, Develops 2-Step 
Application for 4% LIHTC
 Oregon Housing Stability Council announced that 
the 2016 Qualified Allocation Plan has been signed by the 
state’s governor. Future LIHTC Notices of Funding Avail-
ability (NOFAs) will be governed by the 2016 QAP, unless 
and until it undergoes another revision. OHSC plans to 
release the 2016 LIHTC NOFA for the 9% LIHTC in late 
May or early June.
 Four percent LIHTC applications are funded on an 
ongoing basis. OHSC has developed a new two-step 
application process to give predictability over the timing 
of the 2016 QAP taking effect, as well as to allow for Intent 
Resolutions (IR) to occur early in the funding process.
 Any additional questions or concerns regarding the 
9% or 4% LIHTC program and implementation timeline 
should be sent to: Teresa Pumala at Teresa.Pumala@
oregon.gov, or (503) 986-2112.

State Roundup
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Bulletins
Breaking news from 
                 Washington and beyond

Historic Tax Credit Improvement Act     
 On March 9th Senator Susan Collins (R-ME) and Senator Ben Cardin (D-MD) introduced the Historic Tax Credit 
Improvement Act.
 In anticipation of tax reform, the HTC Campaign helped develop legislation to update the program and improve access 
to historic tax credits for smaller and more rural communities. This legislation provides several reform options and serves 
as an indicator of member support for the HTC program. Much like its companion legislation, which was introduced in 
the House last fall, the bill aims to strengthen the Historic Tax Credit in several ways. According to Novogradac, the 
bill would:

 • increase the credit and allow credit transfers for certain small projects;
 • lower the rehabilitation expenditure threshold from 100 percent to 50 percent of adjusted basis;
 • reduce depreciable basis adjustment for rehabilitation property;
 • change how the federal government taxes proceeds from state credits;
 • and modify certain tax-exempt use property rules.
   
 While the House bill includes a provision to allow functionally related buildings to be treated as separate properties, the 
Senate bill does not. The House version of the HTC Improvement Act (H.R. 3846) is enjoying strong bipartisan support 
and presently has 29 members of congress supporting the bill. The Campaign is now focused on gathering cosponsors 
for the Senate version of the bill along with continuing to add cosponsors to the House bill.
 Please reach out to your House and Senate Members and ask them to cosponsor the Historic Tax Credit 
Improvement Act (HTCIA). Please contact Mike Phillips for any assistance (mphillips@ntcic.com or 202-440-0899).

IRS Releases 2016 
Population Estimates 
     The Internal Revenue Service released 
population estimates for 2016. Annual population 
estimates determine the amount of Low-Income 
Housing Tax Credit and tax-exempt private activity 
bond authority is available for a given year.
 In order to determine the LIHTC authority for 
this year, the number of people estimated to be living 
in each state will be multiplied by $2.35. Unless that 
result is smaller than $2.69 million, the state will 
receive that much in LIHTC authority to distribute 
to build affordable housing. If the result is smaller than 
$2.69 million, it will receive $2.69 million in authority.
 A state’s tax-exempt bond volume cap will be the 
greater of $100 multiplied by the state population or 
$302,875,000.
 To view the chart please visit, 
https://www.housingonline.com/2016/03/30/irs-
releases-2016-population-estimates/

FHA Cuts Insurance-rates    
 The goal of the FHA insurance-rate cut is 
not to encourage new development, but to make it 
more attractive for developers to fix up and preserve 
existing housing. Older housing needs to be rehabbed. 
On April 1st, the annual rates for properties that are 
classified as at least 90% Section 8 or meet LIHTC 
requirements have been lowered to 25 basis points, an 
approximately 50% reduction from prior rates. The annual 
rates for mixed-income properties are down from 70 basis 
points to 35 basis points. The FHA is also cutting 
upfront premiums.
 It is likely that the rate cuts will result in either 
higher-quality housing or in savings that are passed on to 
renters. The agency estimates that the new rates will lead 
to the rehabilitation of 12,000 affordable housing units 
across the county. The rate reduction was announced in 
January 2016 and is already influencing deals. It is a 
welcome change but not a complete solution.

Who Decides for NEWHAB?    
 On March 23, 2016, the D.C. Public Service Commission 
(PSC) gave its final approval to a merger between Exelon 
Corporation and PHI Holding (PEPCo and Delmarva). 
This merger was previously approved in VA, NJ, MD, and 
DE, so the merger was dependent on the PSC’s decision. 
After the PSC denied the merger in August of 2015 
revisions were made and re-proposed in October of 2015. 
 The National Consumer Law Center (NCLC) and 
National Housing Trust (NHT) have been actively 
involved for the past two years. They advocated that the 
merger only be approved if it included substantial 
investments in energy efficiency in affordable housing. 
The latest revision includes $6.75 million for that 
purpose, as well as substantial funding for other benefits 
that target low-income households. In the PSC’s final 
order, they increased the amount primarily targeted 
for EE in multifamily housing to $11.25 million.

Study Finds Affordable Housing 
Reduces Health Care Costs    
 A study conducted by the Center for Outcomes Research and 
Education (CORE) found that affordable housing reduced the overall 
health care expenditures by 12% for Medicaid recipients. Researchers 
found that by comparing an individual’s Medicaid claims from the year 
prior to moving into affordable housing to their Medicaid claims for the 
year after moving in, there is an average of $576 total savings per year. 
Seniors and those with disabilities, as well as permanent supportive 
housing reaped the greatest benefit by saving an average of $84 per 
month ($1,008 per year).
 These savings can be attributed to the 20% increase of primary 
care services and an 18% decrease in emergency department visits. 
Additionally, access to care increased 40% and the quality of care 
increased by 38%.

   Cuts in Federal Assistance 
Have Exacerbated Families’ 
Struggles to Afford Housing 
    Over the last six years rental assistance 
has taken a drastic fall and a rise in rents and 
stagnating wages has made it harder for families
to keep a roof over their heads. The rental 
assistance funding drop is in large part due to 
rigid caps on non-defense discretionary programs 
that policy makers enacted as part of the Budget 
Control Act of 2011. If they are left unchanged, 
the budget caps could drive housing assistance 
spending to the lowest it’s been since 1980. 

NH&RA Begins Accepting 
Applications for Timmy Awards May 23 
    Starting on May 23, NH&RA will accept submissions 
of outstanding examples of historic preservation for the 
12th Annual J. Timothy Anderson Award for Excellence 
in Historic Rehabilitation. The awards ceremony will be 
held at the Boston College Club on Wednesday, 
November 2, in conjunction with the NH&RA Fall 
Forum. Projects will be reviewed by a multi-disciplinary 
panel of judges and selected based on several criteria, 
including overall design and quality, interpretation and 
respect of historic elements, market and financial success, 
innovative approach to construction and use of building 
materials, community impact, and sustainability. In the 
spirit of our final criteria, the Timmy’s is going green! 
NH&RA will no longer accept paper applications for 
Timmy Awards. Please visit www.housingonline.com/
about/j-timothy-anderson-awards for application 
materials and instructions.
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HOUSING TAX CREDIT MONITOR 

Equity-Weighted Average  Net Equity Price Projected After- 
Tax IRR 

State / Regional Funds Excluding CA $1.02 4.77%

California Funds $1.08 4.38%

Note: In calculating the equity-weighted average net equity price and projected after-tax IRR, tiered pricing and IRR data were averaged for those funds who reported a range. All fund data was provided 
by fund sponsors and compiled by CohnReznick. Neither CohnReznick nor the Tax Credit Advisor takes responsibility for the accuracy of the data represented by the sponsors. If you would like a fund 
included in the next Housing Tax Credit Monitor, please contact TCIS@cohnreznick.com or (617) 648-1414 to speak with a professional in CohnReznick’s Tax Credit Investment Services practice. Please 
visit CohnReznick’s website at www.cohnreznick.com.

Equity-Weighted Average  Net Equity Price Projected After-Tax IRR 

 All National Funds $1.04 4.59%

 On an equity-weighted average basis, participants in our 
latest survey (conducted in April 2016) reported a $1.04 net
equity price and a 4.59% IRR among national multi-investor 
funds. While the average credit price remained unchanged, 
average IRR increased slightly from the 4.39% level report-
ed in the March 2016 issue of this publication. Are we at the 
turning point of the market? Stay tuned for our next survey 
to find out if the market continues in this direction. 

 The following graph represents the distribution of lower tier 
pricing for participating syndicators in the last 60 days 
based on 138 properties, presented in comparison to sur-
vey data from a year ago. The average reported housing 
credit price in the last 60 days was $1.01 across all 138 
deals, representing a slight decrease from the $1.02 aver-
age reported price two months ago. The majority of proper-
ties priced north of $0.95 continues to be the norm. 

May 
2016 

Housing Credit Pricing Update 

Current State & Regional Multi-Investor Funds 
Syndicator/ 
Fund Name Regions

Estimated
Fund Size 
(millions)

Projected After
-Tax Cash 
Needs IRR 

Net
Equity
Price

Target
Closing

CAHEC - Fund XXI 
Southeast 
and Mid-
Atlantic 

$150 4.25% $1.00 4/16 

Cinnaire - Fund 31 MI, IL, IN, 
MN, NY WI $165 Tiered 

4.50% - 5.00% $1.029 8/16 

Cinnaire - Mid-
Atlantic Fund 3 

DE, MD, 
PA, NJ $30 4.00% $1.056 11/16 

MHEG - Fund 46 Midwest $180 5.00% TBD 9/16 

MHIC - MHEF XXII MA $87 5.50% $1.01 3/16 

WNC - Fund X CA 
Series 14 CA $113 4.25% - 4.50% $1.08 Q2/16 

Current National Multi-Investor Funds 
Syndicator/ 
Fund Name 

Estimated
Fund Size 
(millions)

Projected After
-Tax Cash 
Needs IRR 

Net Equity 
Price

Target
Closing

Alliant - Tax Credit Fund 85 $100 5.00% $1.10 6/16 

BFIM - Institutional Fund 45 $127 Tiered  
4.00% - 5.00% 

$0.900 - 
$1.197 6/16 

BFIM - Institutional Fund 46 $150 Tiered TBD 10/16 

Boston Capital - Fund 42 $133 TBD $1.03 3/16 

CREA - Corporate Fund 48 $239 Tiered  
4.00% - 5.10% $1.037 6/16 

PNC - Institutional Fund 61 $125 - $150 4.00% - 5.00% TBD 6/16 

R4 - Housing Partners VI $150 Tiered TBD 7/16 

Raymond James - Fund 42 $150 Tiered TBD Q3/16 

Red Stone - 2016 National 
Fund $125 Tiered 

4.00% - 5.00% $1.02 8/16 

Sterling - Corporate Fund 55 $100 Tiered TBD 9/16 

Stratford - Fund 21 $110 
Tiered  
(5.00%  

base tier) 
TBD TBD 

 Given the current housing credit pricing environment where 
developers have the upper hand, there have been prevalent 
discussions among the investor community about deal term 
erosion. We know terms are sliding, but how concerned 
should we be? 

 To answer this question, we looked back at 422 property in-
vestments closed or negotiated between Q3 2013 and Q1 
2016 and gathered from each deal the operating deficit guar-
antee (“ODG”) and operating deficit reserve (“ODR”) cover-
age data. These are typically two of the first terms negotiated 
by developers in similar pricing environments. 

 As illustrated below, we are happy to report that term erosion 
seems to be occurring gradually and to a fairly limited extent. 
As of Q1 2016, the median ODG and ODR combined cover-
age was 11.4 months (vs. 12.5 months from Q3 2013), 
which is only slightly below the 12-month standard combined 
coverage. 

Deal Terms Are Eroding - But To What Extent? 
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Helping our clients  
manage their financial future

FOR DEVELOPERS

San Francisco 
Linda Hill - Vice President
415.983.5443
linda.hill@aegonusa.com

FOR INVESTORS

Cedar Rapids 
Lynn Ambrosy - Vice President
319.355.5871
lambrosy@aegonusa.com

COMMUNITY INVESTMENTS 

505 Sansome St., Ste. 1700
San Francisco, CA 94111 

4333 Edgewood Road, NE 
Cedar Rapids, IA 52499

www.aegonrealty.com/en/Home/Investment-approach/Tax-Credit-Investing
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Dworbell, Inc.
1400 16th Street, NW, Suite 420
Washington, DC 20036

NATIONAL HOUSING & 

REHABILITATION ASSOCIATION
 

2016 Summer Institute
& Pre-Conference Symposium

July 21-24, 2016
Harbor View Hotel

Martha’s Vineyard, MA

NATIONAL HOUSING & 

REHABILITATION ASSOCIATION
 

2016 Spring 
Developers Forum

May 16-17, 2016
The Ritz-Carlton

Marina del Rey, CA

UPCOMING EVENTS

National Council of Housing Market Analysts

2016 Annual Meeting

October 17-18, 2016

The Westin Book Cadillac Detroit • Detroit, MI

National Housing & Rehabilitation Association

2016 Fall Forum

November 1-2, 2016

The Langham, Boston • Boston, MA

REGISTER TODAY AT: 
Housingonline.com/events.aspx
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