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Disclaimer

This material has been prepared by Jefferies LLC, a registered broker-dealer. The information upon which this material is based was obtained from sources believed to be reliable, but has not been independently
verified, therefore, we do not guarantee its accuracy. It may be based on subjective assessments and assumptions and may utilize one among alternative methodologies that produce differing results; accordingly, it
should not be relied upon as an accurate representation of future events. This is not an offer or solicitation of an offer to buy or sell any security or investment.

This document is not a product of any Jefferies research department and should not be construed as a research report. The information provided in this document is strictly for informational purposes only. No
responsibility is accepted, and no representation, undertaking or warranty is made or given, in either case, expressly or impliedly, by Jefferies as to the accuracy, reliability or completeness of the information
contained herein or as to the reasonableness of any assumptions on which any of the same is based or the use of any of the same. Accordingly, Jefferies and its officers, directors, employees, agents or

representatives will not be liable for any direct, indirect or consequential loss or damage suffered by any person resulting from the use of the information contained herein, or for any opinions expressed by any such
person, or any errors, omissions or misstatements made by any of them.

Jefferies LLC is not acting as a municipal advisor, financial advisor or fiduciary to the recipient or any other person or entity. Jefferies will not have any duties or liability to any person or entity in connection with
the information being provided herein. The information provided is not intended to be and should not be construed as “advice” within the meaning of Section 15B of the Securities Exchange Act of 1934. The
recipient should consult with its own financial and/or municipal, legal, accounting, tax, and other advisors, as applicable, to the extent it deems appropriate.

Reproduction without written permission of Jefferies is expressly forbidden. All Jefferies logos, trademarks and service marks appearing herein are property of Jefferies LLC.
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Addressing the Gap Requires a Concerted Effort: Federal, State, Local and Private Partners

= Affordable Housing Credit Improvement Act

— Increasing 9% Tax Credits by 50%

= Typically reserved for new construction and substantial rehab
= Created to provide 70% subsidy to a project on a PV basis
= Fixed at 9% in 2015

— Stabilizing 4% Tax Credits

Available for rehab and new construction projects
Created to provide 30% subsidy to a project on a PV basis

Since June 2011, 4% tax credit rates have reset at 3.15% -3.32%!

Stabilizing the 4% tax credit provides predictability and more
production

— 50% Equity Boost for Properties with Tenants Earning <30% AMI

= States currently can award up to 30% Basis Boost to provide
additional housing credit for most needed developments

= The 50% basis boost would apply only to the portion of a
development reserved for extremely low-income tenants

1 Source: National Housing & Rehabilitation Association
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Addressing the Gap Requires a Concerted Effort: Federal, State, Local and Private Partners

= Affordable Housing Credit Improvement Act (cont’d)
— Reforming Multi-Family Recycling

= Allow recycled volume Recycling Volume Cap is Created There is a 6 Month Window to Use
cap to be used for Via a Refunding Recycled Volume Cap
single-family :
financings Project A ProjectB
N_ew volume cap can _be $50MM $50MM I $50MM
dlvel’ted tO mUIt|'fam||y Prepayment 1 Redemption 2 Prepayment
financings, which comes Up to 6 months
with 4% tax credits as a Issuer later.... Issuer
bonus
Collateral
$50MM $50MM
= Extend the 6-month ($50MM l I e S l ] $50MM
. . Prepayments) Prepayment
recycling window to 12 Proceeds
months Recveling Fagilit
. ecyciing racility Recycling Facilit
Mitigates one of. t.h.e (Line of Credit or (|_inye of (g:redit 03'
challenges in utilizing Convertible Option Bonds) Convertible Option Bonds)
recycled cap

1. Prepayments are received 4 years from original issuance
2. Original bonds are redeemed through a refunding note issuance or bank facility draw
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Addressing the Gap Requires a Concerted Effort: Federal, State, Local and Private Partners

= Rental Assistance Demonstration (“RAD”) Program
— Public Private Partnership Brings in Private Capital to Public Housing
= Public housing is typically funded with Section 9 money which funds the Operating Fund and Capital Fund
= RAD converts Section 9 to project based Section 8
— Greater funding certainty and access to private capital

— Well established program

— No New Volume Cap will be used in the NYCHA RAD Conversion
= NYCHA supplies 175,000+ units or 8% of NYC’s rental housing stock!
= NYCHA's plan calls for the conversion of 62,000 public housing units over 10 years

= [axable Bonds, recycled volume cap, NYCHDC's resources, and governmental purpose bonds are available
financing tools

— In addition to RAD, the City of New York plans to provide $3.6 in capital contributions over 10 years to
preserve NYCHA's housing stock

1 Source: NYCHA 2.0 Plan
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Addressing the Gap Requires a Concerted Effort: Federal, State, Local and Private Partners

= Volume Cap Preservation Strategies

— Evaluate Allocating New Volume Cap for Multi-Family Financings
= As-of-rights tax credits can stretch that resource

— Allocate New Volume Cap for New Construction over Permanent Financings
= New construction typically requires more capital than preservation

— Use Recycled Volume Cap or Taxable Bonds to Finance Costs over the 50% Test
= Additional volume cap over the 50% test does not grant more tax credit production

= $10MM qualified basis that receives $7MM in volume cap receives approximately $3MM in subsidy. The
additional $2MM in volume cap allocated creates a loss of about $600,000 in subsidy for another project
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Addressing the Gap Requires a Concerted Effort: Federal, State, Local and Private Partners

= Workforce and Middle-Income Housing Alleviates Pressure on Lower Income Housing Stock

NYCQQFiDC
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e Mixed Middle (M2)
(i) 20 at 50 or 25 at 60
(ii) min. 30 at 80-100
(iii) the rest at 130-160

e Mix and Match
(i) 50 at 80-165
(ii) 50 at up to 60

¢ Mixed Income
(i) 50 at Market Rate
(i1) 30 at 80-165

(iii) 20 at up to 60

e Recycled Cap for 1st
loans for Middle
Income units

¢ Corporate reserves and
City/State funds for
Subordinate loans

Lo
MASSHOUSING

e Workforce Housing
Fund launched in
2016, $100MM

Subordinate loans provided
for projects with incomes at
60% to 120% of AMI

¢ Funding from Working
Capital Fund

Calw

California Housing Final

¢ Building Homes and

Jobs Act (SB2)

Effective January 1, 2018,
SB2 established a permanent
ongoing source of funding for
affordable housing
development

e Beginning 2019,
CalHFA receives 15% of

the SB2 annually
-Expected to be $30-45MM

-Provides subordinate loans to
newly constructed residential
mixed income housing with
unit restrictions between 30%
and 120% of AMI

€ 2

e Workforce housing
investments funded
from balance sheet

e CHFA is an equity
participant
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Addressing the Gap Requires a Concerted Effort: Federal, State, Local and Private Partners

= Building an HFA’s Balance Sheet Can Contribute to a Wider Array of Affordability

— Seize market opportunities
= Current market creates an opportunity to utilize mortgage revenue bonds

October MMD and UST Yield Curves — 2019 October MMD and UST Yield Curves — 2016
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Multi-Family Cost of Funds Comparison

Tax-Exempt Multifamily Bond Rates
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Source: Thomson Reuters and Berkadia.
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HFA Direct Lending Models

General Obligation Bonds

Structured Finance

Open Indenture

FHA Risk-Share

Overview

Strengths

Challenges

Cost of Capital

Use G.O. rating to fund loans
through debt issuance

v
v

Direct underwriting

Potentially more
straightforward disclosure

Structuring flexibility
No DSRF

G.0. capacity

2.90--3.30%

Note: Jefferies’ estimate for cost of capital
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Structure to rating agency
criteria to achieve ratings

v" Minimal capital

v Favorable rating agency
view of affordable housing

v Criteria change risk

v~ Challenges with more
depressed areas

v~ Can be paired with tax
credits

X Typically lower leverage
X A rating cap

3.10--3.55%

11

Over-collateralized Indenture with
insured and uninsured loans

v Build up of wealth through
spread earnings over time

v Program underwriting
flexibility

v" Structuring flexibility

X Need for capital
X Value takes time

2.95--3.35%

Use unique insurance product for
HFA loans to secure debt

v Unique tool with 100% federal
guarantee

v Programmatic efficiency with
50/50 program

v Can be paired with bank cash-
collateralized structure

v' 40 year term

X Davis-Bacon wages or need to
cover construction risk

X Initial set-up with FHA/HUD

2.90--3.30%

Jefferies



The HFA Model is Working

COST OF FUNDS

v"With recent yield curve shifts, tax-exempt advantage is back

RISK-SHARE

v"Unique loan enhancement product with longer term (40 years), providing up to 5% of additional value in
proceeds or reduced debt service

Reduced benefit of competing drawdown products likely to continue as yield curve flattens

SUBSIDY CAPITAL
v"Greater need for subsidy due to higher costs and reduced LIHTCs brings HFAs to the table

AFFORDABLE HOUSING MANDATES

v"Regulatory focus on affordable housing increases need for HFAs as partners
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