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Low Income Housing Tax Credits
The Low Income Housing Tax Credit is a credit or reduction 
in federal tax liability.
It is allocated by DHCR in a competitive process.
It is awarded to developers of rental housing who accept 
restrictions on the rents and the income of the occupants.
The credit provides a tax benefit for 10 years but requires a 
15 year compliance period. 
The tax credits generate equity from investors who enter 
info partnership arrangements with developers.
The equity is what is used to develop a housing project, 
either alone, with conventional financing, or State or 
Federal grants and/or loans. 



Sample Development Budget



Sample Tax Credit Calculation



Structure of a Deal
Private Developer Joint Venture:

Best in situations where the NFP does not have the 
expertise, staff or financial strength to sponsor a project on 
their own.
Private developer to make guarantees and provide working 
capital.
NFP assumes a minority ownership role but receives 
valuable experience.
NFP earns a portion of developer fee. Generally it is a small 
sum but varies according to the degree of involvement. 
NFP may be able to negotiate a management contract and 
a right-of-first-refusal to purchase the project at the end of 
the tax credit compliance period.
Income earned is unrestricted.



Structure of a Deal
Fee Based Private Developer:

Best suited for a NFP with sufficient financial resources but 
not the staff or expertise to develop a project alone.
Private developer works for a percentage of the developer 
fee.
The project is 100% owned by the NFP. 
May be eligible for NFP funding set-aside.
The NFP is responsible for all development expenses and 
guarantees.  
Management of the property is by the NFP or an affiliate. 
Income earned is unrestricted.



Structure of a Deal
NFP as Developer / Owner:

The PHA affiliate acts as owner/developer.  
Must have full range of development experience.
Financial statement should support development 
and operating guarantees. 
May be eligible for NFP funding set-aside.
Income earned is unrestricted.
Management of the property is by the NFP or an 
affiliate.







Evaluating a Project
New Construction

Is there an unmet demand in your service area?
Does the construction of new housing fulfill a goal 
of the local comprehensive plan? 
Is there a suitable site?
Does development of the site serve a duel 
purpose? (for example: remediating 
contaminated land) 
Would the project be supported by the local 
government?
Can the rents be supported or is rental assistance 
available? 



Evaluating a Project
Rehabilitation

Is there a vacant or dilapidated structure 
important to the community that can be used for 
housing?
Does the housing or the rehabilitation of the 
structure fulfill a goal of the local comprehensive 
plan? 
Can the building be classified as historic? 
Would the project be supported by the local 
government?
Can the rents be supported or is rental assistance 
available? 



Community Driven Approach to New Development
In a Joint Venture, the Developer will seek assistance from 
the NFP concerning local relations and support.
In cases where the NFP is the owner, support from local 
government can minimize risk and strengthen the project. 
For example:
“Development of this project is specifically noted in the City 
of Geneva Master Plan and Local Waterfront Revitalization 
Program, adopted - March 1998, which calls on the City to 
“Consider high density senior and special population 
housing. Encourage the development of appropriate 
housing to meet the demands for senior citizens and special 
persons”



Community Driven Approach to New Development
To facilitate this project, the City has taken extraordinary steps 

including: 
1) entered into an agreement to sell city owned land for the 

project; 
2) amended the zoning law to permit multi-family housing; 
3) completed site plan approval so the project would be 

construction ready;
3) approved a Payment in Lieu of Tax Agreement; 
4) approved a grant of $18,000 to make infrastructure 

improvements that will benefit the neighborhood as well as 
the project; 

5) reprogrammed $30,000 of HUD/CDBG funds toward the site 
work

5) contributed thousands of dollars worth of in-kind services to 
complete the environmental investigation of the property;

6) partnered in a strategy to address environmental concerns.



Timing/Reimbursement of Costs
In a Joint Venture, the developer may have completed the 
background work and is seeking a partner prior to 
submitting an application for funding.  In this case it might 
be just 6-12 months until funding is known and 
construction begins.
If the partnership is established early in the process, or the 
NFP is the owner/developer, predevelopment activities 
generally take six months but can be substantially longer in 
cases of difficult sites or redevelopment of existing 
structures. 
For a “vanilla” project, assume 3-4 years from when the 
project is conceived to when it is considered construction 
complete and operationally complete.  
At closing of the construction loan, most predevelopment 
costs will be reimbursed.  Developer Fee will not be realized 
until the close of permanent financing at the earliest. Most 
profit will be paid once the project is fully operational and 
meets investor benchmarks. 



Keys to Success
If you joint venture, know your partner. The easiest way to 
check references is to look at an existing portfolio and 
contact those partners.  DHCR can tell you if the developer 
is in good standing.  
If you serve as the owner or owner/developer, focus on the 
development team.  If you retain a developer, see the 
previous point.  The architect, contractor and attorney 
should all have experience with housing and the programs 
from which you seek funding assistance. 
Management must be proficient in tax credits. All staff 
should be trained. I recommend Spectrum Seminars but 
there are others.
The syndicator you select will be with you for as long as 
you own the project.  While price is important, review the 
terms carefully.


