A New Urgency In
the Housing Credit
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National Housing Trust brings resident services, lending, policy, sustainability, and development

under one roof to ensure that everyone — everywhere — can be proud of where they live.

Preservation Lending Policy Innovation Community Energy Solutions
& Development Outreach & Impact
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Strengthening Housing Credit Allocations

NHT’s 2023 QAP analysis reveals that
agencies are taking seriously the

responsibility to provide stable and secure
affordable housing by maintaining and

"h Preservation

We face a shortfall of nearly 7 million housing units available to the lowest-income
househoids in the United States. We can only address this crisis by both preserving existing
affordable housing

hile also building new housing that is more affordable to fower-income
households. Housing Finance Agencies (HFAs) utilize Low Income Housing Tax Credits
{ (Housing Credits) to create new housing stock. but also have a critical role to play in both

Robust :eg g housing and working to close loopholes that threaten the preservation of

essential such units. Specifically, HFAs -asides and incentive points specific to

them, low-l preservation, while also encouraging developers to keep properties affordable for an

2 and/or hods extended period of time, and supporting the resyndication of existing hot
i ti ffordabl |
preserving properties as arroraanie,

g with additional
Housing Credits. HFAs also play an important role in establishing policies that combat threats
Lenant pro to the preservation of Housing Credit properties, such as qualified contracts and the
for the lon§ ambiguity in the nonprofit right of first refusal statute
{Housing &

ention

combating climate change, and protecting

Preserving existing Housing Credit properties not only ensures that units remain affordable
p for residents, but also provide a stable home for low-income households - an essential
\ r?:«»qu precondition for their economic, physical, and mental well-being Preservation of affordable
1 g | housing is also an important policy objective because it is:
| Redul Generates fewer carbon emissions than new buildings.
| prevel A faster way to provide affordable housing available to families in need compared to
Enhat building new,
te Nnan t S l P A ffcie way 0 rralntain exsing homes for exstiog arnes and it he
[] | displacement of residents
1 HFAs cal
] support The following analysis, which is the result of NHT's examination of 53* Qualified Allocation
prioriti Plans {QAPs) released before March 2023, provides insight into how HFAs encourage
| tenant § preservation in their QAPs beyond set-asides, and the actions HFAs are taking to ps
1 only wi§ threats to preservation.
Credit
| subsidy|
1 housing
| »\wswr!
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Check out our Infobriefs: https://nationalhousingtrust.org/strengthening-low-income-housing-tax-credit-allocations



https://nationalhousingtrust.org/strengthening-low-income-housing-tax-credit-allocations
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How are QAPSs Incentivizing Preservation?

Balancing Length of Affordability through:

* Preservation Incentives / Set-Asides
* Length of Affordability
« Resyndication

Providing Quality Housing for Low-Income Residents through:
* Improving Housing Quality
« Per Unit Rehabilitation Budgets
« Development and Operating Costs / Expenses
NATIONAL

HOUSING
TRUST
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Preservation Incentives / Set-Asides

Number of States that have a Preservation Set-Aside

30 HFAs have a Preservation

Set-Aside
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Length of Affordability

Number of States Incentivizing or Requiring Years of Affordability
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50 years

51 - 40 years 41 - 50 years 51 - 60 years

mRequired mIncentivized

On average, allocating agencies
require or incentivize 42 years of

affordability — a full 12 years of
affordability beyond the federal
minimum

6l or more years

The strategies reflected here represent QAPs as of May 2023.
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« 11 HFAs actively encourage developers to resyndicate by
awarding additional points. Some HFAs utilize additional
criteria:

— Demonstrated need for substantial rehab
—Years since the last substantial rehab
— Years from affordability expiration date

11

WV: awards points to projects within two (2) years of
n'h expiration and up to three (3) years after.

NATIONAL ..
HOUSING Allowed Incentivized
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Improving Housing Quality
11 states have specific incentives (points) for improving housing quality

e Supporting one property is meaningful, but what other resources are being
Invested in the community?

— Interplay with Community Revitalization Plans
— Communities of Opportunity vs Communities in Need of Investment

[
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Per Unit Rehabilitation Budgets

« 40 states explicitly mention a minimum per unit rehabilitation budget
requirement

— 4 states incentivize deeper rehabilitation.
— Average min. budget per unit is $30,500

Range of Min. Rehab Per Unit

} }
NATIONAL
HOUSING MN $5,000 UT $95,000
TRUST
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Development and Operating Costs

In many cases, it is more challenging to limit a project to the Total / Maximum
Development Cost without needing to acquire additional gap financing.

. o TDC up to $350k per
16 states explicitly limit total development costs. unitin Montana

8 states include a maximum operating expenses per unit.
— 18 states require minimum operating expenses per unit

NATIONAL
HOUSING
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Understanding The Inflation Reduction Act
‘0
y\ Green and Resilient Retrofit Program ENERGY PERFORMANCE

% Greenhouse Gas Reduction Fund THIRD PARTY GREEN BUILDING
- STANDARDS
= ooo]

(74)| DOE Home Energy Rebates
QAP POLICIES

ELECTRIFICATION

@ 45L New Energy Efficient Home Credit [

RENEWABLE ENERGY

Bonus Solar Credit for ITC for Affordable Housing AT AL
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AMTAX Holdings 227, LLC

v. Tenants’ Development Il Corp.
15 F.4th 551 (1st Cir. 2021)

Section 42(i)(7) specifies how the contractual mechanism operates.
»Who may hold and exercise the ROFR,;

»When the ROFR may be exercised; and

»The minimum price. - DAVENPORT

I MINNEAPOLIS + NEW YORK - ORLANDO - DALLAS
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The Minimum Price

»the principal amount of outstanding indebtedness secured by the building
(other than indebtedness incurred within the 5-year period ending on the
date of the sale to the tenants); and

»all Federal, State, and local taxes attributable to such sale.

The Debt-Plus-Taxes Price.

DAVENPORT

I MINNEAPOLIS + NEW YORK - ORLANDO - DALLAS
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Nonprofit Right of First Refusal

Number of States that have implemented ROFR protection policies

32 HFAs have implemented

ROFR protection policies

States with ROFR
protection policies

NATIONAL

HOUSING
TRUST The strategies reflected here represent QAPs as of September 2023.
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ROFR Protection / Strengthening
Strategies for HFAs

[

NATIONAL
HOUSING

1. Implement Protective and Clarifying Language

2. Review Investor Eligibility

3. Protect Property Reserves

4. Ease the Process to Make Offers, Triggering ROFR

5. Automatic Agreement Changes to Reflect Changes in Federal Law

Check out the HFA ROFR Toolkit: https://nationalhousingtrust.org/our-work/policy-
innovation/strengthening-housing-tax-credit-allocation/housing-credit-year-15



https://nationalhousingtrust.org/strengthening-low-income-housing-tax-credit-allocations
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Qualified Contracts

Number of States that Require or Incentivize a Qualified Contract Waiver

32 HFAs require a QC Waiver

12 HFAs incentivize a QC Waiver

Incentive to waive the right
to a Qualified Contract

Requirement to waive the
right to a Qualified Contract

NATIONAL
HOUSING

TRUST The strategies reflected here represent QAPs as of September 2023.
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