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July 5, 2020 

Edwin King 
Director of Multifamily Programs 
Tennessee Housing Development Agency 
Andrew Jackson Building, Third Floor 
502 Deaderick Street 
 Nashville, TN 37243 

Re: Comments on THDA’s Draft 2021 LIHTC QAP 

Dear Mr. King, 

Thank you for the opportunity to provide feedback on the draft 2021 Low Income Housing Tax Credit 
(LIHTC) Qualified Allocation Plan (QAP). In the future, we would appreciate more than five business days 
to submit our comments. The Tennessee Developer Council’s mission is to provide a unified voice for 
the development community on the most important state housing issues and to effectively and 
efficiently communicate concerns or feedback about state policy and legislation that directly impacts 
affordable housing development businesses. In that spirit, our comments are based on the premise of 
creating and preserving more affordable housing options for low-income Tennesseans.  

Total Development Cost Limits 
The Tennessee Developers Council has long called for increasing the Total Development Cost (TDC) 
limits and thanks THDA for doing so in this draft QAP. However, we remain concerned that the increased 
limits are still too low, especially for projects that are located in high-cost areas like Davidson County 
and for more complicated projects such as mixed-use developments or comprehensive neighborhood 
revitalization projects. We observe that construction costs continue to increase dramatically across the 
state, and this is exacerbated by additional costs related to COVID-19. Furthermore, land and acquisition 
costs in certain geographies continue to increase, particularly in Davidson and the surrounding counties. 

There are several approaches THDA could consider implementing to balance cost-efficiency while 
meeting the diverse development needs of the state. For example, THDA could simply raise cost-limits in 
the urban category to reflect the true land and labor costs in Davidson County (this would probably 
require increasing limits by an additional 20 percent above the current proposed limits). Alternatively, 
THDA could implement a fourth “high-cost category” in addition to existing urban, suburban and rural 
categories. This high-cost category could consist of a pre-identified list of counties where acquisition 
prices that are significantly higher than the rest of the state and potentially should also include a project 
located in a HUD identified Difficult Development Areas (DDAs). An alternative approach, THDA could 
consider leave the existing cost limits in place but not include in building acquisition, land acquisition 
and site improvements in the TDC calculation because these costs are variable and largely driven by 
location.  



In addition to altering the TDC limits as indicated in the previous paragraph, we recommend that THDA 
also raise the proposed rehabilitation hard costs per unit in table 14-9 across all categories to track with 
rising construction costs.  

New Construction Regional Pools 
We are concerned that Pool One, which contains 38 percent of the state’s population and contains some 
of the highest rent markets would only receive 25 percent of the LIHTC allocations in the new 
construction regional pools. We believe that Pool One should be eligible to receive more than two LIHTC 
allocation in the new construction regional pool based on its disproportionate share of the state’s 
population. Furthermore, we observe that several counties that were previously considered non-viable 
(Fentress, Grainger, Hickman, Humphreys, Moore, Polk, Union and Trousdale) and are now considered 
viable. What changed to make them eligible for LIHTC allocations? 

New Threshold Requirement: 30-Year Pro-Forma 
We believe the proposed new requirement to include a 30-year pro-forma for the proposed 
development in the initial application is overly burdensome and will not provide THDA with information 
that it couldn’t easily derive from the first-year operating expenses that are already submitted. We also 
ask THDA staff to explain what its intended goals and/or outcomes are from this new request. For 
example, will THDA not allocate a project if the pro-forma shows the project going negative during the 
compliance period and/or beyond the credit period? Can the pro-forma anticipate a recapitalization 
after 15 years? If THDA staff insists on collecting an expanded pro-forma, we believe a more reasonable 
approach would be to submit a 15-year pro-forma that tracks with the project’s compliance period.  

New Threshold Requirement: Documentation from Local Jurisdictions 
In its Recommended Practices in Housing Credit Administration the National Council of State Housing 
Agencies suggests reducing local barriers to development. We are concerned that the new requirement 
to obtain documentation from the relevant local jurisdiction verifying the availability of electricity, 
water, sewer, and, if applicable, natural gas could provide local jurisdictions and NIMBY’s opposed to the 
development of affordable an opportunity to kill potential projects by simply declining to submit 
documentation. While we are aware that some THDA projects have been delayed due to local utility 
moratoriums, we suggest that THDA consider an alternative method to verify the availably of electricity, 
water, sewer, and natural gas that does not give local jurisdictions an effective veto on affordable 
housing projects.  

Leverage 
Our members have several questions about the new section on leverage. At the time of initial 
application, most developments do not have their debt financing in place and many financial partners 
will be loath to sign a commitment form without the LIHTC award. Furthermore, we would like to review 
the draft THDA Leverage Commitment Form before it is adopted and suggest that THDA solicit input 
from both the development community as well as financial partners to see if they would be willing to 
sign such a form at the time of initial application. Based on the language in the draft QAP, it is unclear 
what sources count as leverage. For example, would a grant from a non-government entity (such as a 
foundation) that is structured as soft loan qualify as leverage? What about proceeds from the 
Community Investment Tax Credits? The language also appears to be written such that you can only 
consider either grants or hard debt in your leverage calculation but not a combination of both. 
Furthermore, the methodology by which the points are calculated in the draft QAP is unclear. We 



assume that the intention is that the leverage ratio is multiplied by 3 or 5 points based on the 
completion of the leverage form, but it is unclear as drafted. 

Average Income 
The requirement to make the average income election and designation of units at initial application 
submission makes it nearly impossible to use. At that point in the process, the equity investor is still in 
underwriting phase and investors will, understandably, not allow developers to make that irrevocable 
election. THDA should allow applicants to make the election and designation of units later in the process 
to allow maximum flexibility 

The Tennessee Developers Council also objects to the doubling of the monitoring fee from $600 for 
‘regular’ LIHTC units to $1,200 for all LIHTC units in properties that elect average income also acts as a 
barrier for adoption. Congress authorized the average income election with the intent of cross-
subsidizing lower-income units (20 and 30 percent of area median income (AMI)) with revenue from 
higher income units (70 and 80 percent of AMI). THDA’s policies frustrate that intent by making it 
financially unworkable for developers to use the average income election. Any increased cash flow from 
the higher-income units is lost to the increased compliance fee, thereby making it impossible to cross-
subsidize the lower-income units. We suggest THDA push back the irrevocable average income election 
until final application submission and review the average income compliance monitoring fees of your 
peers.  

Applications Proposing Rehabilitation of Existing Multifamily Housing: Meeting Housing Needs 
In the previous two-year QAP THDA sought to incentivize projects the most that had not been rehabbed 
for 26-29 years (Year Last Placed IN Service 1992-1990).  THDA did not update Table 14-6 to reflect that 
two years have passed since the adoption of the 2019-2020 QAP.  As a result, there is a policy shift 
incentivizing older properties.  We ask THDA if this is an intentional shift in policy  -- if not, it may want 
to consider updated Table 14-16. 

Applications Proposing Rehabilitation of Existing Multifamily Housing: Incentivizing Projects with 
Expiring HAP Contracts 
We believe it is important to preserve projects with Section 8 HAP projects; however, we believe that 
the new proposed scoring for rehab deals in 14(B)(2)(d) unfairly penalizes deals with current owners 
that had the foresight to execute long-term HAP extensions and larger counties with lots of existing 
affordable housing units versus smaller counties with fewer existing affordable units.  Given the 
uncertainty of future federal appropriations we do not think it is wise for THDA to create an incentive 
for owners to delay renewing a HAP contract. 

Typo in Non-Competitive Housing Credits Threshold Requirements 
We believe the Section 20(D) of the QAP contains a typo.  We believe it is THDA’s intention that 
applications requesting Noncompetitive Housing Credits must the applicable requirements of Section 13 
except for Section 13-A-1 and Section 13-A-13 (not Section 13-A-11).  We do not believe it is THDA’s 
intention to exempt non-competitive projects from having to include a certificate regarding acquisition 
housing credits.  We believe THDA’s intention was to exempt non-competitive projects from certain 
energy efficiency requirements, as has been the case in the past. 
 



Typo in Non-Competitive Energy Efficiency Points 
The points for Energy Efficiency in Section 20(E)(9) reference both 10 points and 13 points.  We believe 
that THDA intended both references to cite 13 points. 
 
Non-Competitive Housing Credits Special Requests 
Assuming that the 2021 Bond Program Description will continue to have a special request option (a 
position we support strongly) we believe it would be prudent for THDA to add additional language in the 
QAP exempting special request projects from the TDC limits and the $3,000,000 maximum of annual 4% 
credits in Section 20(B0 of the draft 2021 QAP.  Given that all special requests must be approved by 
THDA staff and the tax credit commit (pending availability of private activity volume cap) this will give 
THDA staff and the applicant maximum flexibility and transactional velocity to finance their high priority 
project without creating additional subsequent approval requests to the board. 
 
Penalty for Vertically Integrated Firms 
The Tennessee Developers Council feels that the current developer fees and consultant fees limits 
unfairly and unnecessarily penalize vertically integrated firms (i.e. companies that create operational 
efficiencies by vertically integrating design, development, management and/or building/general 
contracting functions). The maximum developer fee is 15 percent of eligible basis and the maximum 
contractor profit is 14 percent of eligible costs. However, when the developer and contractor are related 
the maximum combined fee that can be taken is 25 percent (four percent less than if the functions of 
development and general contracting were conducted by separate entities). Combining the functions of 
both the developer and general contractor in a single entity can increase efficiencies and contractor 
accountability and the quality of the project because the developer will have to operate and maintain 
the project upon completion. Tennessee Developers Council believes that independent third-party cost 
certifications amply protect THDA against excessive charges and inappropriate behavior. We urge THDA 
to revise the QAP to allow for a 29 percent maximum combined developer—contractor fee when the 
developer and contractor are related. 
 
Opportunity Zones 
The current QAP forbids new construction in qualified census tracts (QCTs), where Opportunity Zones 
are located. Congress passed Opportunity Zones in the Tax Cuts and Jobs Act of 2017 with the intent of 
encouraging capital to flow to state selected QCTs. We encourage THDA to consider what it can do to 
incentivize new construction in Opportunity Zone QCTs so as to not miss out on potential affordable 
housing investments in these areas. Non-LIHTC development will most certainly occur in Opportunity 
Zones. As investments pour into these communities, there is the distinct possibility that rents will 
increase and people will be unable to afford to remain in the communities that they love and call home. 
Affordable housing development serves as a bulwark against the negative impacts of gentrification and 
THDA should do everything in its power to ensure that affordable housing development is feasible in 
these areas.  
 
 
 
 
 
 
 
 



Thank you again for the opportunity to provide comments. Please feel free to contact me directly at 
202-939-1753 or tamdur@housingonline.com.  
 
Sincerely, 

 

Thom Amdur 
President 

 


