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TAX CREDIT 
EQUITY 
SOURCES

The low-income housing tax credit (LIHTC) equity market contin-
ues to hum along with rising yields on new multi-investor funds
and softening credit prices in some areas.

Current national multi-investor LIHTC funds generally have project-
ed after-tax yields to investors ranging from 7.0% to 7.5% – with many
clustered around 7.25%.

“We’ve seen multi-investor yields rise over the last
six to eight months,” says Kristen Walsh of Ernst &
Young LLP. She indicated that with the yield increase
to 7.0% to 7.5% “we’ve seen renewed interest from
insurance companies, which is great.”

There are several reasons for the rise in multi-
investor fund yields. “The economic investors, the
insurance companies, want higher yields,” says Ben Mottola of

Stratford Capital Group. Numerous insurance compa-
nies that had invested in LIHTC left the market or
scaled back their volume when fund yields fell to lev-
els they felt were too low.

A second reason for the higher yields, said some
sources, is some major investors shifting to do more
LIHTC investing through proprietary funds or direct

investment. A third reason is competition from more secondary LIHTC
product. Jack Casey of Meridian Investments, for example, said his
company is helping three major corporations remarket $196 million in
existing LIHTC investments to other corporations.

Strengthening Investor Demand
Casey characterized overall corporate demand for

LIHTC investments currently as “very robust” and “get-
ting a little stronger. People are looking for yield. And a
lot of companies have built a lot of cash up.”

“At this rate – north of 7% – there seems to be
good interest and good demand,” said Jeff Goldstein
of Boston Capital.

While some insurers have continued to invest in housing credits all
along, sources said the higher yields on new multi-investor funds have
prompted some insurance companies to resume or expand their LIHTC
investing. 

“Insurance companies are investing again, but primarily in funds
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Accounting Body Issues Proposal
Regarding LIHTC Investments

The Financial Accounting Standards
Board Emerging Issues Task Force has
issued for public comment an exposure
draft outlining proposed changes to
accounting rules that would expand the
ability of public companies to utilize the
effective yield method of accounting for
low-income housing tax credit investments.

The organization released the proposed
standards update April 17, and is seeking
comments by June 17

Many in the LIHTC industry believe that
allowing more corporations to use the
effective yield method would increase the
number of corporate investors in housing
credit investments.

The amendments to current accounting
standards contained in the proposed
update would permit reporting entities
investing in a qualified affordable housing
project through a limited liability entity to
elect to account for the investment using
the effective yield method if:

1. It is probable that the tax credits allo-
cable to the investor will be available;

2. The investor retains no operational 
influence over the investment other 
than protective rights, and substantially 
all of the projected benefits are from 
tax credits and other tax benefits (for 
example, tax benefits generated from 
the operating losses of the investment);

3. The investor’s projected yield based soley
on the cash flows from the tax credits 
and other tax benefits is positive; and,

4. The investor is a limited liability 
investor in the affordable housing 
project for both legal and tax purposes.

At present, an entity may elect to use
the effective yield method for a LIHTC
investment made through a limited partner-
ship only if Nos. 3 and 4 above apply and if
the availability of the tax credits allocable to
the investor is guaranteed by a creditworthy
entity through a letter of credit, tax indem-
nity agreement, or similar arrangement.

The exposure draft solicits responses to
10 questions, including whether the pro-
posed changes should be extended to
other types of tax credit investments as well.

(Proposed guidance:
http://tinyurl.com/buct8c9) TCA
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LIHTC Multi-Investor Fund Activity

Boston Capital recently closed a $132 million national multi-investor fund
(7% projected yield) and is on the street with a new $175 million national
fund (7.25% yield), said executive Jeff Goldstein.

Boston Financial Investment Management has rolled out a new $100 mil-
lion national multi-investor fund (7.25% yield) expected to close around mid-
June, and anticipates coming out in July with a national fund of $75 million
to $100 million, said executive Sarah Laubinger.

City Real Estate Advisors, Inc. expected to finish a new national multi-
investor fund at $80 million-$100 million, said executive Tony Bertoldi. The
fund has two classes: one for investors investing $25 million or more (7.30%
yield); and a second for investors investing less (7.05% yield).

Enterprise Community Investment, Inc. will launch a new national multi-
investor fund – anticipated size $150 million-$200 million – in May, said 
executive Raoul Moore.

First Sterling is in the late stages of specifying a $100 million national 
multi-investor fund that will have an offered yield of 7.25% to 7.35%, said
executive Victor Sostar.

Ohio Capital Corporation for Housing is out with a $180 million multi-
investor fund (7% yield) that will invest in properties in Ohio and Kentucky,
said executive Hal Keller. 

R4 Capital, Inc. finished its first national multi-investor fund at $105 million
(7% yield) and is marketing a new $125 million national multi-investor fund
and a $50 million California fund, said executive Marc Schnitzer. The national
fund has a projected yield of 7.5% for investors investing $20 million or more
and 7.25% for investors investing less. The California fund has a projected
yield of 6%.

Raymond James Tax Credit Funds, Inc. plans to roll out a new $200 million
national multi-investor fund with an expected yield above 7% in the second
quarter, said executive Steve Kropf. The company expects to close a $65
million California fund (5% IRR) in the late second quarter.

RBC Capital Markets’ Tax Credit Equity Group expected to close a new
$126 million national multi-investor fund (7.25% yield) by the end of April,
said executives Craig Wagner and Tony Alfieri. RBC also planned to launch a
$53 million California fund – probable yield of 5.50% to 5.75% – and is work-
ing on a Southeast regional fund of $40 million-$80 million that will invest
mainly in properties in Florida, Georgia, and North Carolina.

Red Stone Equity Partners is marketing a new $100 million national multi-
investor funds with a targeted after-tax IRR of 7.5% for investors investing
$20 million or more and 7.25% for investors investing less, said executive
Ryan Sfreddo.

Stratford Capital Group is out with a new national multi-investor fund 
(7.5% yield) expected to raise $100 million-$120 million, said executive 
Ben Mottola.

WNC has launched a new national multi-investor fund (7.45% yield) with a
target size of $125 million that is expected to close in July, and a California
fund (5.75% yield) with a target size of $50 million that is expected to close
in May, said executive Michael Gaber.

that include only eco-
nomic investors,” said
Raoul Moore of
Enterprise Community
Investment, Inc.

“Demand has
been marginally higher

in the multi-investor fund space as
some insurers begin to return to the
LIHTC market this year due to more
favorable yield trends,”
said Steve Kropf of
Raymond James Tax
Credit Funds, Inc. “On
the CRA side, demand
from major banks con-
tinues to be strong, and
midsize and large regional banks are
also coming off the sidelines as capacity
increases.”

Rob Golden of Capital One, which
invests in multi-investor and proprietary

LIHTC funds, said the
company had a “big
year” in terms of hous-
ing credit investment
volume in 2012 and
expects “to have a
good year in 2013.

We’ll do as much good business as 
we can.”

Sources said banks are still invest-
ing heavily in housing credits. But some
said a few major banks appear to be
tapering back a bit so far in 2013, not-
ing that they’ve recently completed
their three-year CRA exam cycle and
therefore aren’t under pressure to make
new investments right away to maintain
a high CRA rating.

Moderating Competition
David Leopold of Bank of America

Merrill Lynch, which invested just over
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$800 million in housing credits in 2012,
said there seems to “some moderating
of the extreme competition” of LIHTC
deals in CRA markets that are also 
strong real estate markets. BAML 
invests in LIHTC about 70% through
direct investments and 30% through 
proprietary funds with a tiny share in multi-investor funds.

Tony Alfieri of RBC Capital Markets
Tax Credit Equity Group felt that yields
on multi-investor funds will remain in
the 7.25% to 7.50% range, a range he
said is currently not attracting more
economic investors.

“I’ve heard from a lot of the insur-
ance companies that they’re waiting for yields to hit 7.5%
and north before they get back in the market in a bigger
way,” says Stratford Capital Group’s Ben Mottola.

Fred Copeman of CohnReznick LLP characterized
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the LIHTC equity market currently as one
that’s “moving along at a measured
pace. It’s not racing for the front door to
write the check.”

Industry officials differed in their
views about the current level and trend 
in credit pricing to developers. Some 
felt prices have softened a little for projects in high CRA
demand markets while others said they have generally
held steady. Most, though, felt that pricing has fallen in
non-CRA markets in recent months.

“Credit pricing has been going down a bit” in both
CRA and non-CRA markets, said Marc Schnitzer of R4
Capital, Inc.

“With regard to credit pricing,” said
Victor Sostar of First Sterling, “we have
noticed a pronounced bifurcation and
perhaps the widest historical spreads
between primary, CRA-driven markets
and secondary and tertiary non-CRA

Fred Copeman

Victor Sostar
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markets. Prices generally range from the mid-80s [cents
per dollar of tax credit] to as high as $1.10 plus in the
high-demand CRA markets of the coasts.”

Sources said there has been a relatively small num-
ber of new 9% tax credit deals available
in the first quarter but that this would be
changing soon. “There’s not a tremen-
dous amount of credit out there now,”
said Boston Capital’s Jeff Goldstein. 
“But we project that by June 30 almost
50% of the credits will be allocated.”

Potential Accounting Rule Change
Industry officials are excited about a possible

accounting rule change. The Financial Accounting
Standard Board’s Emerging Issues Tax Force just issued
for comment a proposed change that would allow more
public companies to use the more favorable effective
method of accounting for non-guaranteed LIHTC invest-

ments. (See article on p. 18.)
“This has the potential,” says Tony

Bertoldi of City Real Estate Advisors,
Inc., “to attract a significant amount of
new capital into the [LIHTC] market
from some large household names that
have been shying away from the asset

class because of the [currently required] accounting
method.”
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Industry Veterans Start New Firm
Greg Judge, Catherine Talbot, and Mike Caliva

have started a new company providing advisory and
consulting services to syndicators, investors, and
developers in the low-income housing tax credit field.

The firm, Affordable Investment Advisors, is
based in Boston, Mass.

All three partners of the new firm are LIHTC
industry veterans who previously worked for years at
Boston Financial Investment Management and its
predecessor companies (MMA Financial, LendLease,
Boston Financial Group). 

“Everything we’re doing is focused on the LIHTC
space,” said Judge, who is focusing on assisting syn-
dicator clients with their business while Talbot focuses
on working with developers. TCA
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