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June 11, 2012 
 
 
Mr. Ed Yandell 
Tennessee Housing Development Agency 
404 James Robertson Parkway 
Suite 1200 
Nashville, TN 37219 
 
Dear Mr. Yandell: 
 
The National Housing & Rehabilitation Association’s (“NH&RA”) Tennessee Developers Council 
(“TDC”) is pleased to provide the Tennessee Housing Development Agency (“THDA”) with the 
following follow-up comments in response to the May 21 THDA Tax Credit Committee meeting 
board discussion and subsequent meeting materials.  TDC hopes this feedback will assist the 
Agency in formulating policy changes for its 2013 Qualified Allocation Plan (“QAP”) that will 
strengthen and improve the allocation process for low-income housing tax credits (“LIHTC”) for 
both THDA and its developer stakeholders. 

Stratification of Scoring System 
TDC supports efforts to create more diversity and clarity in the QAP’s scoring system.  In 
general, we believe that the proposed additional scoring criteria addressed in the “Tax Credit 
Scoring: Proposed 2013 Criteria” document would create more diversity and lessen the reliance 
on tiebreakers.  We support additional essential services options as well as the removal of 
competitive points for overall affordable housing occupancy.  However, there are a few areas 
addressed in the scoring criteria and other documents from the May 21 Board Materials we 
have concerns about and/or would like additional clarity so that we can provide you with 
further helpful feedback.  
 
In general, TDC supports the creation of a scoring mechanism that takes into account the 
differences between new construction and acquisition-rehabilitation/preservation projects.  It 
is unclear from the current documents available how this will work in practice.  It appears that 
THDA is proposing to create several layers of points based on the amount of rehabilitation 
(major, moderate, limited).  Before we can provide further feedback it important that we have 
a better understanding of how the various tiers will be defined.  For instance, will the 
thresholds of the tiers be defined by a set dollar amount?  Are we correct to assume that more 
points will be made available to properties that propose a greater (Major) rehabilitation?  If so, 



how will THDA take into account the actual physical needs of the property so that the scope of 
work is not over-inflated?  TDC would appreciate the opportunity to work closely with THDA to 
further define what constitutes as a major, moderate or limited rehabilitation. 
 
In addition, as we have stated in previous communications, we concur with THDA that unit 
“visitability” is a beneficial feature that should be encouraged in low-income housing when 
feasible.  We appreciate the additional language in the “Stratification of Scoring System 
Document” that exempts from these requirements single family units, duplexes, triplexes and 
townhomes undergoing rehabilitation and encourage to THDA to extend this exemption to all 
multifamily dwellings undergoing rehabilitation.  Mid-rise and high-rise dwellings face similar 
challenges to incorporating accessibility features as the other exempted property types.   

Prior Performance of the Development Team  
In general TDC supports the measures taken by THDA to enforce the accountability of 
developers and other members of the development team.  We support THDA’s proposed 
“Certified Property Management Company/Agent Program”.  We also support the general 
process outlined in the “Prior Performance of Development Team” document from the May 21 
Board package including the creation of a 5-year debarment period in certain cases of 
developer malfeasance/incompliance.  However, we urge THDA to consider the following 
observations, particularly pertaining to the list of events that constitute debarment.   
 
We believe strongly that deliberate acts of malfeasance should be punished. However, we 
observe that general partners acting in good faith and in the best interest of a property may 
encounter issues that are wholly out of their reasonable control but could conceivably result in 
a debarment under the current proposal.   For instance, there are certain unforeseeable 
circumstances, such as a natural disaster, that could cause a property to go into default and 
ultimately foreclosure.  In addition, there can be circumstances where commitments made in 
an initial LIHTC application are unobtainable once the LIHTC reservation is received.  An 
example might be points for proximity to amenities that exist at the time of reservation but 
move/close/go out of business at a later date.  TDC appreciates the ability to appeal 
debarments and recommends that the process governing appeals clearly take into account 
these types of extenuating circumstances.    
 
Additionally, TDC recommends THDA take an additional step to encourage accountability of 
applicants and their teams by requiring all applicants to fully disclose all members of the 
general partnership (as currently required in Attachment 22) as well as all consulting 
relationships in LIHTC applications.  Because members of the “development team” are not 
necessarily the same members of the ownership entity / general partnership we believe it is 
important to clearly define who precisely should be evaluated for prior performance.  For 
instance, in its current form the QAP does not define or specify what/who constitutes the 
developer, but many of the rules currently in the QAP (e.g. limitation on fees, number of 
applications, prior performance etc.) are dependent on who/what constitutes the developer. 
 



TDC would also like to reiterate our position on disclosures regarding upper tier investors.  
Increasingly we are observing capitalization opportunities for developers where privately-held 
companies and/or funds invest in developer/ownership/general partner entities as passive 
investors.  These investors have no operational control and play no role in the day to day 
operations of the developer entity but provide additional capitalization for future returns.   The 
2012 QAP currently requires disclosure of all members of the ownership entity and 
development entity through submissions of the Attachment 22 (Disclosure Form).    Part VII of 
the QAP under Section A(6)(f) waives this requirement for individuals who are officers, directors 
or shareholders of a corporation that is publicly traded on a nationally recognized stock 
exchange or similar entity.  TDC recommends this Waiver be extended to privately held passive 
investors in the ownership and developer entities as well. 

Energy Efficiency 
TDC strongly supports the Agency’s proposal to encourage energy efficient design through the 
eventual adoption of an energy efficient utility allowance.  We believe the adoption of 
alternative utility allowance methodologies will create market incentives for developers and 
owners to improve the energy efficiency of their properties.   
 
We also generally support THDA’s expanded energy efficiency scoring criteria; however, we 
anticipate that there could be certain circumstances where these proposed standards could 
pose problems, especially for developers rehabbing existing properties. Consider the following 
hypothetical situation—as part of its routine maintenance a property now applying for LIHTCs 
upgraded its HVAC system two years ago to a 13 SEER rated system.  Under the current 
proposal in order to be competitive it would need to install a brand new system even though 
the existing system may have 10+ years of useful life and performs at a generally very high-level 
vis-a-vis other multifamily properties of the same vintage.  TDC recommends THDA consider 
adding a caveat for projects undergoing rehabilitation that allows applicants to account for the 
economic useful life1 of the existing appliances/systems.  The applicant could warrantee that 
future upgrades at the end of appliances’/system’s economic useful life will be replaced by the 
current rated appliance/system or better.  This evaluation could also be verified by an 
independent third-party physical needs assessment.   Scoring criteria of this nature would allow 
developers to earn points based on the economic feasibility and predicted cost effectiveness 
over time of current appliances/systems without needlessly replacing relatively new appliances 
and building systems.   
 
On a separate note, we also urge the committee to amend the section of the Energy Efficiency 
document pertaining to ceiling fans as follows: 

“2.  If ceiling fans are provided, the fan must be an Energy Star rated ceiling fan with 
light fixture and must connect to wall switches.”   

                                                      
1
Economic useful life is defined as the period over which an asset (machine, property, computer system, etc) is 

expected to be usable, with normal repairs and maintenance, for the purpose it was acquired, rented, or leased. 
Expressed usually in number of years, process cycles, or units produced, it is usually less than the asset's physical 
life, and is the period over which the asset's depreciation is charged. 



We support the use of Energy Star appliances whenever possible; however, at present Energy 
Star rated ceiling fans with Energy Star rated light fixtures are prohibitively expensive.  We 
suggest developers be permitted to simply install Energy Star rated fans that do not have 
integrated light fixtures. 

Income Targeting 
TDC recognizes the shortage of affordable housing for person’s making 50 percent or less of 
AMI in Tennessee and understands the need to develop innovative solutions to house everyone 
in need.  Overall we support the adoption of Option “A” in order to encourage deeper income 
targeting in LIHTC properties.  However, we perceive there to be a few constraints with the 
proposed policies laid out in the May 21 Board package.   
 
We commend THDA for its proposal to enforce a debt service coverage ratio of 1.10 for 
properties seeking deep income targeting points; however, we believe there are 
implementation challenges.  In order to enforce this requirement THDA must be able to 
accurately predict the proposed project’s revenue and expenses.  While THDA does underwrite 
all applicants, it is not clear to us that it would do so using an achievable rent (i.e. the rents that 
the project can attain taking into account both market conditions and rent in the primary 
market area and income restrictions).  This is a critical metric but based on our understanding is 
not currently required in THDA’s market study guidelines.  In many localities, the market place 
does not support the maximum allowable tax credit rent.  

Market Study Process 
TDC strongly supports proposed changes to make the market study a threshold requirement 
and allow applicants to self-assign points based on the property’s proximity to certain 
neighborhood characteristics.  We believe there could be certain limitations to these proposed 
proximities, particularly when measuring proximity based on the project’s location within an 
urban or rural county.  Due to the nature of several counties in Tennessee, many could be 
characterized as either rural or urban in certain locations.  For example, according to Exhibit 12, 
Knox County would be characterized as 13 percent rural, and therefore an urban county.  
However, Knox is one example of a county that could be considered either rural or urban in 
certain areas (i.e Powell and the City of Knoxville).  While Powell might be considered a suburb 
of the larger City of Knoxville, it is still considerably rural; in 2010 the population of Powell was 
1,322, whereas Knoxville had a population of 178,874 in the same year.  Under these new 
neighborhood characteristics guidelines, it would be inequitable to assign points based on the 
urban proximity distances for projects proposed in less dense areas like Powell. 
 
We would therefore urge THDA to measure proximity to neighborhood characteristics using the 
same definitions and measurements used in Exhibit 1, but to calculate distance based on census 

                                                      
2
 Exhibit 1 definition of “rural”: The Census classifies areas as rural that have a density of fewer than 500 people 

per square mile or fewer than 1000 people per square mile if not adjacent to an area with greater than 1000 
people per square mile. Percent rural was determined by dividing the county's rural population by its total 
population. 



tracts rather than counties.  This will create more equity between rural and urban projects and 
will also incorporate even further differentiation into the scoring criteria. 
 
We would also urge THDA to consider adopting the National Council of Affordable Housing 
Market Analysts (NCAHMA)’s Model Content Standards for Market Studies for Rental Housing3 
as its market study requirement.  Requiring market analysts to comply with these standards, in 
conjunction with the use of NCAHMA’s Market Study Terminology4 and Market Study Index5 
will create a more consistent and reliable product.  At last count, these standards have been 
adopted in part or whole by more than half the housing finance agencies and have also been 
adopted as the best practice of the Affordable Housing Investors Council, the trade association 
for tax credit investors.  Further accountability can be created by requiring or incentivizing 
market analysts on THDA’s approved list to maintain NCAHMA’s member designation, which 
includes annual continuing education requirements and regular peer review.6   

Leveraging 
TDC supports THDA’s proposal to defer the proposal to award additional points for local 
financial leveraging for further study.  

Expediting the Review Process 
We support THDA’s goal of shortening the time period between application and allocation, and 
expediting the review process is a necessary step in that direction.  We understand that the Tax 
Credit Committee made several amendments to the “Expediting the Review Process” document 
at its May meeting, and will provide additional feedback once a final proposal has been made 
public. 

Supportive Services 
TDC supports THDA’s revisions to the Special Housing Needs Set-Aside as well as the addition of 
new  scoring criteria outside the Special Housing Needs Set-Aside that awards points based on 
the inclusion of on-site amenities specific to families with children. 

Set-Asides 
As THDA finalize its set-asides for 2013 we urge the agency to provide more clarity as to the 
breakdown and interaction between the two primary set-asides (preservation and new 
construction) and how they interact with the non-profit set-aside.  At the time of these 

                                                      
3
 Available for download at: 

http://www.housingonline.com/Documents/Model%20Content%20Standards%20(Dec%202007%20Final).pdf  
4
 Available for download at: 

http://www.housingonline.com/Documents/Market%20Study%20Terminology%2012022010.pdf  
5
 Available for download at: 

http://www.housingonline.com/Documents/NCAHMA%20Market%20Study%20Index%2009202010%20(Updated).
pdf  
6
 Additional details about the NCAHMA Member Designation is available at: 

http://www.housingonline.com/NCAHMAMemberDesignation.aspx  

http://www.housingonline.com/Documents/Model%20Content%20Standards%20(Dec%202007%20Final).pdf
http://www.housingonline.com/Documents/Market%20Study%20Terminology%2012022010.pdf
http://www.housingonline.com/Documents/NCAHMA%20Market%20Study%20Index%2009202010%20(Updated).pdf
http://www.housingonline.com/Documents/NCAHMA%20Market%20Study%20Index%2009202010%20(Updated).pdf
http://www.housingonline.com/NCAHMAMemberDesignation.aspx


comments it appears that the Tax Credit Committee has settled on sizing the preservation set-
aside at 25 percent of the overall allocation.  It would be helpful for THDA to further clarify that 
preservation transactions funded under the non-profit set-aside not count towards offsetting 
the preservation set-aside.  More specifically, we believe THDA should rank/extend LIHTC 
allocations to the highest scoring applications without regard to developer type.   After THDA 
scores/ranks all applications, the Agency could then adjust the awards to ensure that the 
overall allocation fulfills the IRS-mandated 10 percent nonprofit set aside requirement.  The 
state of Texas uses a similar process to comply with the 10 percent nonprofit requirement.7  
This would protect against less deserving applications (i.e. lower scoring applications) receiving 
precedence over higher scoring projects and would ensure that LIHTC funding is reserved to the 
very best, highest scoring applications. 
 
Once again, TDC deeply appreciates the opportunity to provide THDA with this feedback. We 
would be very happy to discuss any specifics you might have regarding these comments or 
other subjects of concern.  Please feel free to contact me directly with any questions at 202-
939-1753 or tamdur@housingonline.com.   
 
 
Best Regards, 
 
 
Thom Amdur 
Executive Director 
 
cc:  Donna Duarte 

Ted Fellman 
Cheryl Jett 
Ralph Perrey 
Laura Sinclair 
Judith Smith 

 

About the Tennessee Developers Council 

The Tennessee Developers Council is an independent council of the National Housing & 
Rehabilitation Association comprised of LIHTC and affordable multifamily developers (both 
private and non-profit) who work with the Tennessee Housing Development Agency.  The 
Council convenes on a regular basis to share ideas, network, and provide a clear voice on key 
policy issues being considered by THDA and state legislators.   

                                                      
7
 Texas 2012 QAP states that “staff will ensure that at least 10% of the State Housing Credit Ceiling is allocated to 

Qualified Nonprofit Organizations to satisfy the Nonprofit Set-Aside. If 10% is not met through the existing 
competitive process, then the Department will add the highest scoring Application by a Qualified Nonprofit 
Organization statewide until the 10% Nonprofit Set-Aside is met and this set-aside will take precedence over 
selection for the Rural Regional Allocation and Urban Regional Allocation.” 

mailto:tamdur@housingonline.com


 

About National Housing & Rehabilitation Association 

NH&RA is a national trade association comprised of professionals involved in the development, 
ownership, operation and finance of multifamily affordable housing.  Formed in 1971, our 
members include developers, owners, property managers, debt and equity providers, 
attorneys, accountants, and other professionals involved in tax-advantaged real estate. 
 
 


