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Franchise Excise Tax Credit
Tax credit when banks extend:

 Qualified Loans

 Qualified Investments
 Grants or Contribution 

To:

Eligible housing entities for engaging in eligible 
affordable housing activities.
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Loan and Investment Types
• Qualified Loan – Loan that is 2 % below the WSJ prime rate.

• Qualified Low-Rate Loan – Loan that is 4 % below the WSJ 
prime rate.

• Qualified Long Term Investment – An investment that extends 
for more than 5 years.

• Grants or Contributions – Funds extended to an eligible entity 
with no expectation of repayment.
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Tennessee State Law 
• Original Law enacted 6/22/05:  TCA Section 67-4-2109         
(h)(1)(A) and TCA Section 67-4-2109 (h)(2)(A) 

One-time credits based on total amount of the loan, 
investment, grant, or contribution. 

• Amendment enacted 6/27/06:   TCA Section 67-4-2109  
(h)(1)(B) and TCA Section 67-4-2109 (h)(2)(B) 

 Annual credits for qualified loans and qualified low rate 
loans based on the unpaid principal balance of the loan as 
of December 31st of each year.
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Credit Amount
Eligible Investments Credit Amount

Qualified Loan (2 % below prime rate) 5 % credit applied one time or 3 % credits 
applied annually to unpaid principal 
balance as of December 31st  of each year 
for the life of the loan or 15 years – 
whichever is earlier

Qualified Long Term Investment (longer 
than 5 years)

5 % credit applied one time

Qualified Low-rate Loan (4 % below 
prime rate)

10 % credit applied one time or 5 % credit 
applied annually to unpaid principal 
balance as of December 31st  of each year 
for the life of the loan or 15 years – 
whichever is earlier

Grant or Contribution (any amount) 10 % credit applied one time
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Dollar for Dollar Credits 
Example:

• $100,000 QLR loan @ 4 % below prime with one-time 
credits           $10,000 – 10 % credit

• $100,000 LR loan @ 2 % below prime with one-time 
credits           $5,000 – 5 % credit
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Tax Credits
• Tax Credits may be claimed retroactively back to the 

date the bill was signed into law (6/22/05).

• Unused one-time credits earned on or after 
12/31/2008 may be carried forward for up to 25 
years.  Credits earned prior to 12/31/2008 may be 
carried forward for 15 years.

• Annual credits may not be carried forward.
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THDA and TN Dept. of Revenue
CITC is jointly administered by THDA and the TN Department 
of Revenue.

• THDA certifies the eligibility of the loan, the entity and activity.
• Dept. of Revenue approves the franchise and excise tax credits.
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Eligible Housing Entities 

• Tennessee Non-profit Organizations – 501 (c)(3) agencies 
organized under the laws of Tennessee

• Development Districts

• Public Housing Authorities

• THDA
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Eligible Activities
• Create or preserve affordable housing  -  acquisition, construction, 

rehabilitation. 

• Assist low-income households in obtaining affordable housing – 
down-payment assistance, pre-purchase counseling.

• Build capacity of non-profit organizations to provide affordable 
housing opportunities – operational support (refinancing).

• Other low-income housing related activities approved by THDA 
Executive Director and Commissioner of Dept. of Revenue.
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Income Limits 

• Low-income Tennesseans are defined as households with 
incomes at or below 80 % of the area median.

• CITC uses the income limits established by the US Department 
of Housing and Urban Development for the Section 8 
programs. 

• Tennessee limits may be found at: 
https://www.huduser.gov/portal/datasets/il.html
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Decertification
• If the eligible entity does not accomplish the approved activity, 

the bank bears no fault and retains the tax credit.

• Failure of the eligible entity to comply with the terms of the 
CITC Program will result in decertification deeming the entity 
ineligible to participate in the program for up to 36 months.

• Opportunity to cure findings may be offered prior to 
decertification.
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Required Documents
• Certificate of Contribution for Tax Credit (the Application).

• 501 (c)(3) letter from the IRS.

• Certificate of Existence from TN Secretary of State (dated within 30 
days of the date of application).

• Project Narrative describing the proposed activity (narrative has 
been revised as of 3/15/2025).

 
 **Note – Application & Project Narrative forms are located on the 
CITC page of the THDA website at www.thda.org.  Go to:  Government 
& Nonprofit Partners > Community Investment Tax Credit.
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Required Documents
Required documentation for LIHTC Projects:

Copy of the organizational chart  
All LIHTC projects will be referred to the legal department 

to review. 
An Attorney Opinion letter may be required after the legal 

department has completed their review.
Certificate of Existence for the Development Owner.
Certificate of Existence for the General Partner.
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Application Process
• Obtain application (Certificate of Contribution for Tax Credit) from the THDA 

website at www.thda.org.     Click:   Government & Nonprofit Partners > 
Community Investment Tax Credit.

• Application should be completed, signed, and dated by the eligible entity 
and the bank.

• Obtain Project Narrative Form from the THDA website.

• Application and required documentation may be submitted to THDA via 
email.     Submit to:    CITC@thda.org.

• Upon loan closing submit copy of Promissory Note to CITC@thda.org.
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Application Process

• THDA certifies the eligibility of the entity and activity and sends the 
application to the Dept. of Revenue.

• Department of Revenue approves the tax credit.

• THDA sends a notification letter to the eligible housing entity and the 
bank upon THDA certification of the application.

• Department of Revenue sends a tax credit approval letter to the 
bank.
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CITC Application

Forms available on the CITC page of the THDA 
website at https://thda.org/government-
nonprofit-partners/community-investment-tax-
credit    

Applications must be submitted to 
citc@thda.org

One application per loan

Accepted on a rolling basis

Must be signed by the bank and the applicant

Every application is assigned an application 
number and control number.

This Photo by Unknown Author is licensed under CC 
BY
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Reporting Requirements
• Progress or Completion reports are due by January 31st of each 

year.

• Progress and Completion Report forms may be found on the CITC 
page of the THDA website.   

• Progress and Completion Reports may be emailed to 
CITC@thda.org.
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CITC Application – Part I
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CITC Application – Part II
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Eligible Activity
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Eligible Activity (cont.)
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Applicant Signature
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THDA Signature (cont.)
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Project Narrative (cont.)
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Project Narrative (cont.)
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Project Narrative (cont.)
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Project Narrative (cont.)
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Project Narrative (cont.)
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Project Narrative (cont.)
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Project Narrative (cont.)

33



Project Narrative (cont.)
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Project Narrative (cont.)
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Project Narrative (cont.)
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Project Narrative (cont.)
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Project Narrative (cont.)
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Reminders

Application must be signed and dated by the financial institution and the 
applicant.

The contact person listed is the person all correspondence will be sent to.

Loan allocations in Part 2 must match the total loan amount in Part 1.

Activities selected on the application must correspond with the activities 
described in the project narrative.

Under Part 1 be sure to indicate type of loan and type of credit requested.

One application per loan. 
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Contact Information
Program Description, application, and forms may be found on the CITC page of the 
THDA website at www.thda.org.   Click: Government & Nonprofit Partners > 
Community Investment Tax Credit.

Questions or comments to:
Toni Shaw   Nekishia Potter
Housing Program Manager  Senior Housing Program Coordinator  
tshaw@thda.org   npotter@thda.org
615-815-2034   615-815-2224
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